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ABSTRACT:- The study examined the moderating effect of managerial ownership on the relationship
between working capital management and financial performance of listed manufacturing firms in Nigeria from
2013 to 2023. The fifty-six (56) listed manufacturing firms in Nigeria constituted the population of the study and
a sample of twenty-six (26) was selected using a purposive sampling technique. The study adopted the fixed
effect model to test the study hypotheses. The study findings revealed that the moderating effect of managerial
ownership on account Receivable management, and inventory management have a positive significant effect on
the financial performance of listed manufacturing firms in Nigeria, while moderating effect of managerial
ownership on account payable management have a negative significant effect on financial performance. In
addition, the moderating effect of managerial ownership on Cash conversion cycle revealed a positive
insignificant effect on the financial performance of listed manufacturing firms in Nigeria. Based on the
findings, the study recommended that the listed manufacturing firms in Nigeria in Nigeria need to improve their
working capital efficiency, and carefully consider their cash conversion cycle not it in isolation when making
strategic decisions to improve their financial performance. Furthermore, the firm should focus on increasing
managerial ownership by offering stock options and other incentives to managers for improved working capital
management, better decision-making, and a greater alignment of interests between managers and shareholders.
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l. INTRODUCTION

In a global context, the problem of working capital management represents an ongoing topic because of
its importance in ensuring the optimal route for businesses and its ability to act as a buffer of liquidity (Bafios-
Caballero et al. 2020). Corporate finance literature recognizes the importance of short-term financial decisions
for enhancing a firm's performance (Shin & Soenen, 1998; Lazaridis & Tryfonidis, 2006; Deloof, 2003). The
question of firm performance has persisted as a key subject in research on strategic management. It is frequently
believed that a company's performance ultimately determines whether it will remain relevant in a certain
industry (Obure, 2016). Financial performance is also used to compare similar companies within the same
industry or sector and is often used to gauge a firm's overall financial health over a specific period of time
(Miller & Craig, 2001).

Amidst these considerations, one of the most essential roles of managers is to determine the ideal level
of working capital to strike a balance between return and risk. Firms must strike a balance between investing in
current assets and paying liabilities to maintain adequate liquidity while also generating good revenue. As their
maturity aligns with the terms of the activity they use, they must generate income while meeting their short-term
obligations (Raheman & Nasr, 2007). Working capital management is concerned with decisions on the amount
and combination of current assets and current liabilities, as well as how to achieve a firm's objectives (liquidity
and solvency). This objective is often accomplished through the management of receivables, payables,
inventory, the cash conversion cycle, and the overall operating cycle.

In the early 20th century, families typically owned and funded businesses. Nowadays, companies are
growing and evolving to the point that their owners can no longer exercise sole control over their daily
operations. This led to the separation of ownership from control and has brought about agency conflicts between
management and shareholders (Abdioglu, 2016). Therefore, shareholders have given management discretion
over the company's operations. Management ownership aids in the resolution of agency problems and improves
working capital management decisions (Pouraghajan et al., 2015). High managerial shareholding could lead to
domination of the board of directors by management and result in the confiscation of corporate wealth. In a
different view, Hasan and Butt (2009) opined that when management obtains a high equity stake in the firm, the
self-interests in the long-term sustainability of the company may induce managers to implement effective and
efficient working capital policies which translate to effective working capital management. On the other hand,
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Abdioglu (2016) argues that managers' perception changes from maximization of personal gain to maximization
of shareholders wealth and firm performance which they stand to benefit as owners of the business.

Among the objectives of the firm is profit maximization. At the same time, preserving the 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 (Umenzekwe et al., 2021). The manufacturing sector plays an essential role in the
Nigerian Economy. The economic meltdown in 2015 that lasted up to 2017 and the spread of the novel
Coronavirus (COVID-19) pandemic in 2019 contributed to the fluctuating trend in financial performance in the
manufacturing sector in Nigeria. The sector experienced a 10% decline in real growth rate during the pandemic,
which resulted from a shortage of raw materials, inadequacy of supply, low demand, increase in foreign
exchange risk, high operational cost and low sales since every individual focused on staying Alive (Proshare,
2020). The unexpected price change, fall in revenue generation, and delay in debtor’s payment necessitated the
need for effective working capital management, which would significantly improve the firm’s liquidity, revenue
and financial performance. Equally, Lawal et al. (2015) reiterate that most manufacturing companies in Nigeria
have fallen into disrepair due to poor management of working capital. They further argue that most managers
fight to increase inventory turnover in a bid to increase profitability without being mindful of the need to speed
up the debtor collection period and delay the creditor payment period as far as possible to provide the funds
needed to keep the cycle flowing. The problem of illiquidity among manufacturing companies in Nigeria is
alarming due to credit constraints and economic recession.

The consequences of poor working capital management on financial performance are further evidenced
in the increase in the frequency of suspension and delisting of firms from the Nigeria Exchange Group (NGX),
which has continued to raise a lot of concern for potential investors and researchers in the country. Most of the
firms delisted from the NGX were particularly from the manufacturing sector and the consumer goods sub-
sector (Oji, 2023). Between the years 2013 to date, at least seven (7) companies in the sector were placed on
suspension and thereafter delisted from the Securities Market, of which five were delisted by NGX due to non-
compliance with post-listing requirements (Jos International Brewery in 2016, P.S Mandrides and company in
2016, Premier brewery in 2016, UTC PIc in 2017; Afrik Pharmaceuticals Plc in 2018 ). Additionally, two firms
voluntarily exited the market (Seven-up Bottling company in 2018; Nigerian German Chemicals Plc; Dangote
Flourmill in 2019; Paints and Coatings Manufacturers Nigeria Plc in 2018; A.G. Leventis (Nigeria) Plc in 2020;
Nigerian German Chemicals Plc, 2021), while two others opted for a merger (Vono product Nigeria in 2016;
and Nigeria Bag Manufacturing company in 2013; Ashaka Cement Plc in 2017; Cement Company of Northern
Nigeria Plc in 2019). The delisting of the firms from the stock exchange is a complex issue that has significant
implications for various stakeholders, including shareholders, employees, creditors, and the overall economy.
Therefore, it is very important to assess and understand the factors that may influence the frequency of delisting
in this context. One such factor that has received limited attention in the literature is the role of working capital
management practice and its potential interaction with managerial share ownership.

A review of previous empirical studies revealed that there is mixed evidence of the relationship
between working capital management and financial performance. Some categories of literature reported a
positive relationship between working capital and financial performance (such as Rahman Shaik, 2021; Abbas
& lIsiaka, 2021; Kimutai & Muigai, 2018), while some studies (such as Yousaf & Bris, 2021; Abdullahi et al.,
2020; Umenzekwe et al., 2021; Binti Mohamad & MohdSaad, 2010) reported a negative relationship between
working capital management and financial performance. Given the inconsistencies of findings from previous
empirical studies, this study argues that managerial share ownership could explain the inconsistency in the
previous findings. Therefore, the study introduces Managerial shareholding as a moderating variable.

Managerial ownership measures the percentage of equity ownership owned by Chief executive Officers
(CEO) and directors to the total shareholding (Lin, 2012). Madobi et al. (2020) argue that diverse firms require
better systematic monitoring to align the interests of managers and shareholding. They further averred that high
managerial shareholding is desirable in diverse firms because it tends to make the managers act in the best
interest of the company even where shareholder monitoring becomes more difficult as the firms expand into
different operations and across international borders. The agency theory suggests that managerial ownership
serves as a critical monitoring mechanism that helps to achieve goal congruence between managers and
shareholders. Prior studies such as Abbas & Isiaka (2021); Yousaf and Bris (2021); Umenzekwe et al. (2021);
Abdullahi et al. (2020); Kimutai and Muigai (2018) did not consider the role of managerial ownership in the
relationship between working capital management and financial performance. Therefore, this current study
intends to provide an answer to the question; Does managerial ownership moderate the relationship between
working capital management and the financial performance of listed manufacturing firms in Nigeria?
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1. OBJECTIVE OF THE STUDY
The main objective of the study is to examine the moderating effect of managerial ownership on the relationship
between working capital management and the financial performance of listed manufacturing firms. The specific
objectives are;
i. To investigate the moderating effect of managerial ownership in the relationship between inventory
management and financial performance of listed manufacturing firms in Nigeria.
ii.  To assess the moderating effect of managerial ownership in the relationship between account receivable
management and financial performance of listed manufacturing firms in Nigeria.
iii. To examine the moderating effect of managerial ownership in the relationship between cash management
and financial performance of listed manufacturing firms in Nigeria.
iv. To examine the moderating effect of managerial ownership in the relationship between account payable
management and financial performance of listed manufacturing firms in Nigeria

Research Hypotheses

The following hypotheses were formulated in line with the research objective;

Hi: The moderating effect of managerial ownership on inventory management has no significant effect on the
financial performance of listed manufacturing firms in Nigeria.

H,: The moderating effect of managerial ownership on account receivable management has no significant effect
on financial performance of listed manufacturing firms in Nigeria.

Hs: The moderating effect of managerial ownership on cash management has no significant effect on financial
performance of listed manufacturing firms in Nigeria.

H,: The moderating effect of managerial ownership on account payable management has no significant effect on
financial performance of listed manufacturing firms in Nigeria.

1. LITERATURE REVIEW
Concept of Working capital management

Working capital management is concerned with the interactions, interrelations, and workings of the
firm's current assets and liabilities in order to make the best possible use of both to meet the organization's
intended aim, which is focused on liquidity and profitability. It is a very sensitive and important organ in the
management of finances (Gill, Biger, & Mathur, 2010). It covers the selection of the quantity and financing of
these assets as well as the management of the business. Working capital is the residual value when current assets
are subtracted from short-term liabilities (Leonard et al., 2018).

Working Capital Management and Financial Performance of Listed Manufacturing Firms in Nigeria
encompasses several critical conceptual variables that interplay to determine organizational financial
effectiveness. Inventory management represents a sophisticated process of strategically ordering, storing, and
utilizing company inventory, which fundamentally involves tracking inventory levels, determining optimal order
quantities, and managing stock replenishment cycles. This approach aims to minimize holding costs while
preventing potential stockouts that could disrupt operational continuity.

Receivable management focuses on controlling and collecting outstanding customer payments through
carefully designed credit policies, negotiated credit terms, and systematic collection strategies. The primary
objective is optimizing cash flow while simultaneously minimizing potential bad debt risks. By meticulously
managing accounts receivable, organizations can enhance their financial liquidity and maintain healthy customer
relationships. Account Receivable Management is determined as the Account receivable divided by revenue
multiplied by 365 days as used by Abdullahi et al.(2020); Umenzekwe et al. (2021); Umar and Abdualgadir
(2021) Shams et al. (2019). Also inventory management is determined as the inventory divided by sales
multiplied by 365 days, as used by Abdullahi et al.(2020); Umenzekwe et al. (2021); Umar and Abdualgadir
(2021) Shams et al. (2019).

Account payable management involves handling a company's financial obligations to suppliers, which
requires strategic balancing between maintaining positive supplier relationships and optimizing cash flow
dynamics. This process includes managing payment schedules, negotiating favorable credit terms, and ensuring
timely and efficient transactions that support both short-term financial stability and long-term strategic
objectives. Account payable management is expressed as the account payable divided by the cost of sales
multiplied by 365 days as used by Abdullahi et al.(2020); Umenzekwe et al. (2021); Umar and Abdualgadir
(2021) Shams et al. (2019).

Cash management represents a comprehensive approach to optimizing organizational liquidity and
working capital. It encompasses strategies for efficient cash collection, disbursement, and investment, with a
particular focus on managing the cash conversion cycle. By implementing robust cash management practices,
firms can enhance their financial flexibility and create opportunities for strategic investments. Cash management
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is computed as the account receivable management plus inventory management minus account payable
management as used by Abdullahi et al.(2020).

Firm size emerges as a significant variable, representing the scale and operational complexity of an
organization. Typically measured through total assets, revenue, or employee count, firm size substantially
influences financial strategies, resource accessibility, and overall performance capabilities. Larger firms often
possess more sophisticated financial management infrastructures and diverse investment opportunities. Firm
size is calculated as the natural log of total assets as used by Umenzekwe et al. (2021).

Firm age reflects the duration of a company's operational existence since incorporation, serving as a
critical indicator of organizational experience, market adaptation, and stability. The age of a firm potentially
impacts financial management practices, risk tolerance, and strategic decision-making processes, with more
established organizations typically demonstrating more refined financial strategies. Firm age is the number of
years from the date of listing to date as used by Umenzekwe et al. (2021).

Leverage represents the strategic utilization of borrowed funds to finance operational activities and
investment initiatives. Measured through debt-to-equity or debt-to-total assets ratios, leverage indicates a
company's financial risk profile and potential for return amplification. Effective leverage management can
enable significant growth while maintaining acceptable risk parameters. Leverage is is computed as total debt to
total equity as used by Abubakar, Umaru and Olumuyiwa (2020); Samiloglu and Akgiin (2016).

The conceptual framework draws substantive insights from established working capital management
literature, providing a comprehensive understanding of the intricate relationships between these variables and
organizational financial performance.

Concept of Financial Performance

Financial performance is a subjective indicator of how effectively a company can utilise resources from
its main line of business and generate income (Balagobei and Velnampy, 2017). According to a different
perspective by Kajola (2008), "firm performance" refers to how well a company uses its financial resources to
accomplish its overall goal. Rajkumar and Hanitha (2015) opined that financial performance is a firm's ability to
generate new resources from day-to-day operations over a specific period. The concept of financial performance
has over the decade been discussed in accounting and finance literature alike. Authors have expressed their
views on this concept. Kenton (2021) contends that the evaluation of financial performance represents a
subjective assessment of a company's proficiency in leveraging assets derived from its core operational model to
generate revenue streams. In the view of Kaplan and Norton (2001), financial performance is just one of several
important perspectives that must be considered when evaluating a company's overall performance.

Concept of Managerial Ownership

Agatha et al. (2020) defined management ownership as a manager's participation in the choice to
purchase firm stock. Suaidah and Utomo (2018) sees managerial ownership as the ownership of company shares
by the management of the firm or subsidiary of the company According to the corporate finance literature,
managerial ownership is a crucial strategy for lowering agency conflicts by coordinating management and
shareholder objectives. According to Jensen and Meckling (1976) managerial share ownership could reduce
managerial incentives to use perks, steal money, and engage in other non-maximizing conduct. On the other
side, as managerial ownership increases, control of the company moves from external shareholders to
management which will lead to managerial entrenchment. Managerial shareholding refers to the ownership of
shares of the firm by its top management, including executives and directors (Bhakat & Richardson, 2009). This
phenomenon has received increased attention in recent years as a potential mechanism for aligning the interests
of management with those of other stakeholders, such as shareholders (Jensen & Murphy, 1990).

Empirical Review

Several studies have been conducted in an attempt to explain the relationship between working capital
management and financial performance. Odo and Udodi (2022) analyzed the effect of cash management on
financial performance of firm in the manufacturing sector in Nigeria. The fifty-five (55) firms that made up the
sector constituted the study population; 36 firms were purposively selected from the consumer and industrial
goods sub-sector. The study adopted the ex-post facto research design and relies on secondary data from the
annual report of the manufacturing firms. The OLS regression output revealed that cash management (cash
conversion cycle) has a positive significant influence on the financial performance (ROA and Tobin’s q) of the
manufacturing firms.

Yegon et al. (2022) investigated the moderating impact of ownership structure on the association
between working capital management decisions and financial performance in tea firms located in Kenya. The
study focused on multinational and KTDA-managed tea firms situated in Kericho, Bomet, and Nandi counties.
The purposive sampling method was employed to select 40 multinational firms, and a correlational research
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design was adopted. Working capital management was assessed using various indicators, including accounts
receivable collection period, accounts payables payment period, inventory conversion period, cash conversion
period, and working capital management policies. Ownership structure was measured through a binary variable
(1 = Multinational & 0 = KTDA privately managed). Return on Asset (ROA) served as the dependent variable,
representing financial performance. Secondary data was utilized, and the study employed descriptive statistics
and multiple regression estimation for analysis. The study's findings indicated that accounts receivable
collection period, accounts payables payment period, and inventory conversion period had a significant negative
impact on financial performance. Moreover, the study documented that ownership structure exhibited a negative
significant moderating effect on the relationship between working capital management decisions (accounts
receivables collection period, accounts payables payment period, inventory conversion period) and financial
performance. While the findings of the study by Yegon et al. (2022) are interesting in the context of Tea firms in
Kenya, it is essential to provide further investigation, analysis and interpretation to understand the underlying
mechanisms in the context of consumer goods firms in Nigeria and potential implications of these relationships.
Similarly, the binary measure of ownership structure might oversimplify the complexity of ownership dynamics
within tea firms.

Yousaf and Bris (2021) explored the connection between working capital management and the
financial performance of 326 Czech firms. The study sampled firms from the manufacturing firm, automobile,
and construction in the country. The generalized method of moment result revealed that working capital
management negatively impacts firms' performance. Using listed non-financial firms in Nigeria from 2014 to
2018, Abbas and Isiaka (2021) reported that all aspects of working capital management (receivables, payables,
inventory, and cash) have a significant effect on financial performance. They further aver that the non-financial
firms should focus their managerial attention on lowering their inventory turnover period and account. In Kenya,
Kimutai and Muigai's (2018) study findings revealed that cash management, inventory management, account
payable management, and account receivable management have a positive significant effect on the financial
performance of SMEs in Kenya. In Saudi Arabia, Rahman Shaik (2021) investigated the influence of the
working capital component on firms' profitability. The study sampled 100 industrial firms listed on the Tadawul
Stock Exchange from 2009-2019. The pooled regression result revealed that the component of working capital
management (cash conversion cycle) has a positive significant effect on firms' profitability.

Using the listed oil and gas firms in Nigeria, Abdullahi et al. (2020) revealed that inventory

management has no significant effect on financial performance, while account receivable management
negatively affects financial performance. In addition, the study found that account payable management exerts a
positive and significant effect on financial performance. Also, Leonard et al. (2018) research on two breweries
firms in Nigeria from 2006-2014 revealed that the number of days inventory is held has no significant effect on
the profitability, while the cash conversion cycle has a significant negative effect on the profitability.
Sulaiman et al. (2019) examined the effect of working capital management on the profitability of 16 listed
consumer goods firms in Nigeria for the 7 years from 2010 to 2016 using a panel data approach. Findings reveal
that the trade receivable period has a significant positive effect on return on asset, while the current ratio, trade
payable, and inventory conversion period have no significant effect on financial performance measured by
return on asset. In contrast, Umenzekwe et al. (2021) assessed the connection between working capital
management and the financial performance of manufacturing firms in Nigeria. The study sampled 6
manufacturing firms in Nigeria from 2013-2020 and adopted the ex-post facto research design. The research
result revealed that working capital management has a negative significant influence financial performance of
manufacturing companies.

Manar (2019) assessed the effect of cash conversion cycle on the profitability of some selected firms in
Jordan. The study covers a three years period that ranges from 2016 to 2018. Secondary data and multiple
regression method of data analysis were adopted in the study. The result revealed that cash conversion cycle has
a positive significant effect on the profitability of the manufacturing firms in Jordan.

Shams et al. (2019) examined the impact of ownership structure on the working capital management
and financial performance of firms listed in the Pakistani textile sector. The study encompassed all the listed
firms in the sector, with a sample of 77 firms randomly selected from the period of 2011-2015. Leverage and
average collection period were considered as independent variables, while managerial and institutional
ownership were analyzed as moderating variables. Control variables included the quick ratio, current ratio,
accounts payable, inventory turnover, cash conversion cycle, and firm size. The study utilized secondary data
and employed the Fixed Effect Model. The results indicated that leverage, average collection period, and quick
ratio exhibited a significant negative impact on financial performance. However, the cash conversion cycle
demonstrated an insignificant effect. Moreover, the current ratio, inventory turnover, and accounts payable
period showed a positive effect on financial performance. Regarding the moderating effect, managerial
ownership negatively and significantly influenced the relationship between leverage, average collection period,
quick ratio, cash conversion cycle, and financial performance. However, it showed an insignificant moderating
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effect on the relationship between the current ratio, accounts payable, and financial performance. Similarly,
institutional ownership had a negative and significant impact on the relationship between leverage, average
collection period, quick ratio, and financial performance, but displayed an insignificant moderating effect on the
relationship between the cash conversion cycle, current ratio, accounts payable, and financial performance.
Based on the findings, the study recommended that creditors should exercise caution when investing in
companies, as managerial and institutional ownership can significantly affect firm performance. The major
limitation of the study by Shams et al. (2019) lies in the limited focus on the textile sector in Pakistan and it
would be beneficial to assess whether the findings hold true in the contexts of listed manufacturing firm in
Nigeria.

Asamu et al. (2019) assessed the effect of cash management on financial performance of
manufacturing firms in Nigeria, the study covered a period of ten years from 2007 to 2016. The fifty-three (53)
manufacturing firms listed on the Nigeria stock exchange as at 2016 constituted the population of the study; a
sample of fifteen firms was considered using the purposive sampling technique. Ex-post facto research design
and OLS estimation method were adopted in the research. Cash management was measured with cash ratio and
cash conversion cycle while financial performance was proxy with return on asset. The result revealed that cash
ratio and cash conversion cycle have no significant effect on the performance of the firms.

Furthermore, Yakubu et al. (2017) studied the impact of working capital management on the corporate
profitability of listed non-financial firms over the period 2010- 2015, using the random effect model. Results
confirm that the average collection period has a significant negative effect on financial performance.

In Johannesburg, Oseifuh (2016) studied the effect of the cash conversion cycle on the profitability of
non-financial firms in the country. The research sampled 75 non-financial firms on the country’s stock exchange
from 2003 to 2012. The panel data methodology and multiple regression estimation techniques were adopted in
the study. The dependent variable was measured with return on asset while the independent variable was proxy
with cash conversion cycle and its component (inventory period, payable period and receivable period). The
result revealed that inventory conversion period, receivable period and profitability are negatively related, while
account payable period is significant and positively related to profitability of the firms. Lastly, the result
evidenced that cash conversion cycle has a positive significant effect on the profitability of the selected firms in
Johannesburg.

Similarly, Binti et al (2010) evaluated the link between working capital components, profitability, and
market value using secondary data from 172 firms in Malaysia over five years ranging from 2003- 2007. Results
from correlation and multiple regression analysis show that negative relationships exist between various
components of working capital and different measures of profitability and market value utilized in the study.
Also, Kasozi (2017) examined the effect of working capital management on the profitability of manufacturing
firms in South Africa. The study sampled 69 manufacturing firms listed on the Johannesburg securities
exchange (JSE) during the period 2007- 2016. Findings show that the average collection period is significant
and negatively related to return on assets.

A review of the previous empirical literature revealed that some strands of studies such as Binti et al
(2010); Kasozi (2017); Kimutai and Muigai (2018), Yousaf and Bris (2021) were conducted in a country other
than Nigeria, as such finding from this studies may not be applicable in Nigeria due to variation in government
policies, growth, and other economic factors. Furthermore, some recent studies used a relatively small sample,
studies like Umenzekwe et al. (2021) sampled only 6 manufacturing firms, and Leonard et al. (2018) sampled
only two. Similarly, the period covered by most of these studies ranges from 2006 to 2020. As a build-up to the
previous empirical studies, this study period would span from 2012 to 2022 and further introduce a moderating
variable (managerial shareholding) to enhance the outcome and conclusion of the previous study.

Theoretical Framework

This study is anchored on the Cash conversion cycle theory, Risk trade-off theory, and agency theory.

The Cash conversion cycle theory originated by Richards and Laughlin (1980) suggests that the shorter
the cash conversion cycle of a business the better the financial performance. The cash conversion cycle
highlights the strengths and weaknesses of the company’s working capital management policy. In addition, the
risk trade-off theory by Kraus and Litzenberg (1973) and Myers (1984) balanced the tax shield benefit of debt
against the bankruptcy costs caused by the inability of firms to meet up with their debt obligation. Also,
Nwidobia (2012) pointed out that working capital management is about the risk-return trade-off. Furthermore,
Adamu and Onwe (2018) averred that risk-return trade-off characterizes each of the working capital decisions
and that liquidity risk and risks of opportunity loss are the two types of risk inherent in working capital.
Furthermore, the agency theory suggests that managerial ownership serves as a critical monitoring mechanism
that helps to achieve goal congruence between managers and shareholders. Since the managers control the major
activities of the organization, this study seeks to test the assumption of whether managerial share ownership
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could further strengthen the effectiveness of the working capital management thereby enhancing the firms’
performance and minimizing the liquidity risk.

V. METHODOLOGY

This study adopted the longitudinal panel research design. The longitudinal panel research design was
considered appropriate because the study relies on secondary data with independent and dependent variables
already collected from consumer companies listed on the exchange over the years. No primary data is
envisaged.

The Nigeria listed manufacturing sector is made up of companies that engaged in Basic iron, metal and
steel; Electrical and Electronic; Paper products and Pulp products; plastic and Rubber products; Food,
Beverages and Tobacco Products; Cement; Wood Products; Textile, Apparel and Footwear; Chemical and
Pharmaceutical Products; Motors vehicles and Assembly (Proshare, 2020). The companies are clustered across
consumer goods, industrial goods, healthcare, conglomerate, and agricultural sectors on the floor of the Nigerian
exchange group. Therefore, the fifty-six (56) firms across the sectors listed on the Nigeria Exchange Group
(NGX) as at December 2023 constituted the population of the study, However, three-point filters based on;
availability of data from 2013-2023, technical suspension and nature of business classification on the Nigerian
Stock exchanges were used as filter. Applying this filter, thirty (30) firms were dropped and a sample of twenty-
six (26) manufacturing firms were selected,

The year 2013 was chosen as the starting point because it marks the beginning of a significant delisting
of firms from the NGX. The ending year was selected because the annual reports of most listed manufacturing
firms were only available up to 2023 at the time of this study. The study used secondary data from 2013-2023.
The data was sourced from the audited annual financial statement published on the Nigeria exchange Group and
the firms websites. The study adopted the descriptive statistics, correlation and multiple regression techniques of
data estimation. Multiple regressions (panel fixed and random effects) were utilized to identify the variation in
the dependent variable (financial performance) due to changes in any of the independent variables (cash
management, inventory management, receivables management, and payable management). However, the study
adapted Saunders (1956) moderated multiple regression to assess the moderating effect of managerial ownership
on relationship between working capital management and financial performance.

However, the results of a regression analysis can be affected by several assumptions, such as linearity,
independence of errors, homoscedasticity, and normality of errors (Hair et al., 2010). To assess the validity of
these assumptions and the overall fit of the regression model, various regression diagnostic tests have been
developed (Bowerman & O'Connell, 1990). In this research, a range of regression diagnostic tests was utilized
to ensure that the regression results are reliable.

Variable Measurement
The information on how the variables was measured presented in table 1 below;

Table 1: Variable Definition and Measurement

Dependent Variable Measurement and Source

Return on Asset (ROA) Earnings before interest & taxes (EBIT) divided by total
asset as used by Yousaf and Bris (2021)

Independent Variable Measurement and Source

Account Receivable Management Account receivable divided by revenue multiplied by 365

days as used by Abdullahi et al.(2020); Umenzekwe et al.
(2021); Umar and Abdualgadir (2021) Shams et al. (2019)
Account Payable Management Account payable divided by the cost of sales multiplied by
365 days as used by Abdullahi et al.(2020); Umenzekwe et
al. (2021); Umar and Abdualgadir (2021) Shams et al.

(2019).

Cash Management Account receivable management plus inventory management
minus account payable management as used by Abdullahi et
al.(2020).

Inventory Management Inventory divided by sales multiplied by 365 days, as used

by Abdullahi et al.(2020); Umenzekwe et al. (2021); Umar
and Abdualgadir (2021) Shams et al. (2019).

Moderating Variable Measurement and Source

Managerial Share Ownership The proportion of shares held by shareholder managers
(executive directors) to total issued share capital as used by
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Abubakar and Abdullahi, (2018); Madobi et al. (2020).
Measurement and Source

Control Variable

Firm Size Natural log of total asset as used by Umenzekwe et al.
(2021).

Firm Age Natural log of the number of years from the date of listing as
used by Umenzekwe et al. (2021).

Leverage Total debt to total equity as used by Abubakar, Umaru and

Olumuyiwa (2020); Samiloglu and Akgiin (2016).
Sources: Compiled by the Researcher based on the literature Review

Model Specification
The relationship between the study variables was examined using the model below;
ROA;= aj+ PIARM;; + B2APM;; + B3IVM; + B4CHM;; + B5 (ARM*MO);; + B6(APM*MO);; + B7(IVM*MO);,
+ B8(CHM*MO);; + B8FAGE;; + B10FSIZE;; + B11 Leverage j; +ej;------ Model I
Where;

ait = constant value of the dependent variable when other variables remain constant
B1-B6= coefficient of firm i in year t

ROA;=Return on asset for firm i in year t,
ARM;=Account Receivable Management for firm i in year t,

APM;=Account Payable Management for firm i in year t,

IVM;=Inventory Management for firm i in year t,

CHM;=Cash Management for firm i in year t,

MO;=Managerial Ownership for firm i in year t,

FAGE;=Firm Age for firmi in year t,

FSIZE;=Firm Size for firm i in year t,

€it = error term of firm i in year t.

V. RESULT AND DISCUSSION
This section provides the result of descriptive statistics, correlation analysis, diagnostic test, model
selection test, and regression result.

Table 2 Descriptive Statistics

Variable OBS Mean Std. Dev. Min Max
ROA 286 0.075 0.142 -0.756 0.793
ARM 286 119.108 335.103 0.405 4154.234
APM 286 223.181 337.585 0.182 350.353
IVM 286 79.511 77.589 7.032 1061.276
CCS 286 -24.563 233.422 -1933.266 1091.475
MNO 286 0.097 0.226 0.000 0.919
FSIZE 286 24.116 1.812 19.778 28.609
FAGE 286 35.231 12.633 4.000 59.000
LEVERAGE 286 1.742 2.761 0.412 29.459

Source: STATA Output, 2024

Table 2 shows the descriptive statistics for the study variables. Return on Asset (ROA) has an average
value of 0.075, which implies that, on average, the manufacturing firm generates a return of 7.5% on their
assets. The standard deviation of 0.142 suggests that there is variability in ROA across the data-set, with values
ranging from as low as -0.756 to as high as 0.793. Also, the descriptive statistics result shows that APM has an
average value of 223.181 and a standard deviation of 337.585. The average value suggests that it takes the listed
manufacturing firm in Nigeria an average of 223days to pay the amount owed to suppliers which is short and
good for the firms in the sector. The minimum value of 0.182 suggests that some firm in the sector has a shorter
payable period of about 0.182 days and also with some having as long as 350 days as indicated by the maximum
value.

Account receivable period as a proxied for account receivable management has an average value of
119.108 days, standard deviation of 335.103, minimum of 0.405 and maximum of 4154.234 days. The average
value of 119 days suggests that firms in the sector collect the amount owed ewing by debtors within 199 days, it
indicates proper and good credit control and could lead to reduction in bad debt for the listed manufacturing
firms in Nigeria. However, some firm has a very high receivable period of about 4154days as indicated by the
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maximum value, this clearly shows that not all firms in the sector has proper credit control. Also, the minimum
value of 0.405days implies some of the firm has a very low receivable period which is better but could imply a
problem of cash shortage in the log-run.

Also, the descriptive statistics result revealed that inventory management (IVM) proxied with
Inventory turnover period has an average value of 79.511 days, minimum value of 7.032 days and maximum of
1061.276 days. The average value suggest that inventory are turned over by the listed manufacturing firm in
Nigeria within 79 days, which is very low and suggest increasing demand. However, the standard deviation
value of 77.589 indicates a large variation in the IVM across the sector. The maximum value of 7.032 implies
that a firm in the sector has about 7days turnover period, with another having as long as 1061 days. Also, Cash
Conversion Cycle (CCS) as a proxy for cash management exhibits a mean of -24.563. This negative mean
suggests that, on average, the manufacturing firms experience a shorter time period for converting their cash
into cash equivalents or other assets. The high standard deviation of 233.422 shows a considerable variability in
CCS, with some companies having exceptionally long cycles (as high as 1091.473) and others having extremely
short cycles (as low as -1933.266). Furthermore, managerial Share Ownership (MNO) has an average value of
0.097, which shows that, on average, managerial ownership constitute only 9% of the total stake in the firms.
The standard deviation of 0.226 suggests a low variation in managerial ownership levels, with values ranging
from O to as high as 0.919. Also,

Moreover, LEVERAGE has an average value of 1.74 with a slightly high standard deviation of 2.761;
the mean value indicates that the manufacturing firms use more debt than equity to finance their operation.
However, the standard deviation implies a slightly wide dispersion in LEVERAGE, with some companies
showing significantly low leverage level (going as low as 40%) and others having up to 29.459. The average
size of the manufacturing firms is 24.116 with a relatively low standard deviation of 1.812which implies less
variability in firm sizes. Lastly, FAGE has an average value of 35 years, the high standard deviation of 12.633
indicates substantial variation in age. The minimum and maximum age of the listed manufacturing firms are 4
years and 59 years respectively.

Table 3 Pairwise Correlations

Variables ROA| ARM| APM| IVM| CCS| MNO| FSIZ| FAGE| LEV
ROA 1.000
ARM -0.167* | 1.000
(0.005)
APM -0.311* | 0.794* | 1.000
(0.000) | (0.000)
VM -0.195% | 0.171* | 0.133* | 1.000
(0.001) | (0.004) | (0.025)
CCS 0.146* | 0.344* | -0.262* | 0.386* | 1.000
(0.014) | (0.000) | (0.000) | (0.000)
MNO -0.204* | 0.017 | -0.087 | -0.049 | 0.134* | 1.000
(0.001) | (0.777) | (0.143) | (0.410) | (0.024)
FSIZE 0.192* | -0.153* | -0.125* | -0.257* | -0.125* | -0.189* | 1.000
(0.001) | (0.009) | (0.034) | (0.000) | (0.035) | (0.001)
FAGE -0.184* | 0021 | 0057 | 0.074| -0.027 | -0.358* | -0.008 | 1.000
(0.002) | (0.722) | (0.340) | (0.210) | (0.650) | (0.000) | (0.896)
LEV 0.018 | 0.438* | 0.319* | 0031 | 0.177%| 0014 0092 | 0.090| 1.000
(0.767) | (0.000) | (0.000) | (0.606) | (0.003) | (0.812) | (0.121) | (0.128)

*** n<0.01, ** p<0.05, * p<0.1

Source: STATA Output, 2024.

Table 3 above presents the correlation analysis result used to assess the relationship between working
capital management proxy (account payable management, account receivable management, inventory
management and cash management), Managerial ownership and financial performance (Return on asset).

The result revealed that there is a negative significant relationship between Account Receivable
management (ARM), Account payable management (APM), Inventory Management (IVM) and financial
performance of listed manufacturing firms in Nigeria as indicated by the coefficient of -0.167, -0.311, -0.195
and p-value of 0.005, 0.000, 0.001 respectively. This suggests that an increase in ARM, APM, and IVM by one
unit will lead to about 16.7%, 31.1% and 19.5% decrease in the return on assets of the firms in the sector. Also,
it was discovered that there is a negative significant relationship between Managerial Ownership (MNO), Firm
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Age (FAGE) and financial performance of listed manufacturing firms in Nigeria as shown by the coefficient of -
0.204, -0.184 and probability values of 0.001 and 0.002 respectively. This implies that an increase in MNO and
FAGE by one unit will lead to 20.4% and 18% decrease in the financial performance (ROA).

Furthermore, the correlation analysis result revealed that there is a positive correlation (r=0.146, p=0.014)
between Cash conversion cycle (CCS) and financial performance (ROA). This suggests that listed
manufacturing firms with higher CCCS consistently exhibit significantly higher return on asset. Also, the result
revealed that there is a significant positive correlation (r = 0.192, p = 0.0.001) between Firm size (FSIZE) and
ROA. This indicates that on average, an increase in the size of the listed manufacturing firm will lead to about
19.2% increase in return on assets of the firms. However, the correlation result revealed an insignificant positive
relationship between Leverage (LEV) and financial performance of listed manufacturing firms. This implies that
an increase in LEV by one unit does not significantly increase the return on asset of the manufacturing firms in
Nigeria.

Regression Diagnostic Test
Table 4 Multicollinearity Result
Variable  VIF 1/VIF

ccs 2.46 0.4066

apm 2.21 0.4523

arm 2.18 0.4584

ivm 1.47 0.6809
leverage 132  0.7564
fsize 1.27 0.7899
mno 1.25 0.7994

fage 121  0.8245

Mean VIF 1.67

Source: STATA Output, 2024

Multicollinearity test was conducted to examine whether there is linear relationship between two or
more explanatory (independent) variables. The result shows a VIF of 2.46, 2.21, 2.18, 1.47, 1.32, 1.27, 1.25,
1.21 for CCS, APM, ARM, IVM, LEVERAGE, FSIZE, MNO, and FAGE respectively with a mean VIF of
1.67, this shows the absence of multicollinearity problem in the model which is in line with Hair et al., (2010)
which suggested that a VIF value greater than 10 is generally considered to indicate high multicollinearity,
while a tolerance value less than 0.1 is also considered to indicate multicollinearity. However, in line with
McClelland et al. (2017); Shieh (2011); Disatnik and Sivan (2016) who opined that multicollinearity is not a real
concern when testing for moderator effects in multiple regression, therefore, researchers do not need to worry
about it or take any steps to address it. This is because the interaction term in a moderated multiple regression
model is orthogonal to the main effect terms. This means that the interaction term is not correlated with either of
the main effect terms, even if the main effect terms are highly correlated with each other. Therefore, researchers
can safely ignore multicollinearity when testing for moderator effects in multiple regressions.

Table 5: Heteroscedasticity, cross-sectional dependence, Ramsey Reset Test and HausmanTests

Test Chi* p-value
Hettest 0.079 0.8502
cross-sectional dependence 0.053 0.8323
Ramsey reset test 8.37 0.0000
Hausman Specification 22.80 0.0188

Source: STATA Output, 2024.

To assess the validity of the regression assumptions, and the overall fit and robustness of the regression
model, various regression diagnostic tests were conducted. The result of the heteroscedasticity and cross-
sectional dependence for the model showed a Chi-squared statistics of 0.079 and 0.053 and the associated p-
values of 0.8502 and 0.8323 respectively which are greater than 0.05, therefore this suggest that there no
evidence of heteroskedasticity and cross-sectional dependence in the model. Consequently, The Hausman
specification test was conducted; the result shows a chi2 value of 22.80 and a corresponding p-value of 0.0188.
This implies that there is evidence of fixed effects in the model. Therefore, the most appropriate model is the
fixed effects model. furthermore, the Ramsey RESET test was used to assessment the linearity of the mode, the
result revealed that the p-value for the Ramsey RESET test is less than 0.0000. This means that we can reject the
null hypothesis of linearity at the 5% significance level. This means that there is evidence of non-linearity in the
model.
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Presentation of Regression Result and Hypotheses Testing
This section present the regression result for the study. The four (4) hypotheses earlier stated in the
study were also tested in this section.

Moderating Effect of Managerial Ownership

This section presents the result of the moderation analysis. The hausman specification result suggests
the choice of fixed effect model over the random effect model (see table 5 above). However, to further evaluate
the applicability of the fixed effect model, the study performed the test for groupwise heteroscedasticity and test
of independence. The result revealed a chi2 value of 0.079 and 0.053 and probability value of 0.8502 and 0.8323
respectively shows the absence of groupwise heteroscedasticity and cross-sectional dependence in the model,
therefore the study adopted the fixed effect model.

Table 6 Fixed Effect Model Results

Variable Coefficient Std. Err P>t
ARM -0.0000494 .0000243 0.043
APM -0.0038001 .0093509 0.685
IVM -.0003233 .0000877 0.000
CCS .0001352 0.00004 0.001
ARM*MO .0037175 .0020962 0.037
APM*MO -.0046338 .0185825 0.040
IVM*MO .0333085 .0185825 0.014
CCS*MO .0036477 .002157 0.092
FSIZE .0200071 .0077919 0.011
FAGE .001628 .0018081 0.369
LEVERAGE .0024047 .002327 0.302
CONS 0.6531803 .1818694 0.000
F 9.88
Prob>F 0.0000
R-Square: Within 0.3038

Between 0.0054

Overall 0.2886

Source: STATA 13 Output.

The above table displays the result of the fixed effect model on the moderating effect of managerial
ownership on the relationship between working capital management and financial performance. The proxies of
each of the working capital management component are account receivable period (Account receivable
management), account payable period (Account payable management), Inventory turnover period (Inventory
management) and cash conversion cycle (Cash management). Gardner et al (2017) opined that a moderating
variable can strengthen, weaken or reverse (change) the relationship between the explanatory variable and the
outcome variable. Also, According to Memon et al. (2019), the decision regarding the presence of a moderating
effect should be based on significance relationship between the moderating effect and the dependent variable
and the extent of its contribution to R2 in relation with the moderator.

The result also shows an overall R-square value of 0.2896, F-statistics value of 9.88 and a significant
probability value (Prob>F) of 0.0000. This suggests that the overall model is significant in explaining the
variation between the variables of the study. Therefore, the overall influence of all the explanatory variables
(Account receivable management, Account payable management, Inventory management and cash conversion
cycle), moderating variable (managerial ownership) and the control variable (firm size, firm age and leverage)
used in the study explained up to 28.86% of the variation in the dependent variable (ROA) as indicated by the
overall R% The remaining 71.14% is explained by other factors not captured in this study. Comparatively,

Furthermore, table 6 revealed that all measures of working capital management have significant effect
on financial performance except for Account payable management (APM) in the direct relationship (coefficient
-0.0038001 p value of 0.685). However, result revealed that the moderating effect of managerial ownership with
APM has a coefficient of -.0046338 and probability value of 0.040 . This indicates that the moderating effect
has a negative significant effect on financial performance of listed manufacturing firms in Nigeria at 5%. This
shows that managerial ownership reverse the relationship between APM and financial performance. Also, the
moderating effect of managerial ownership on Account Receivable management (ARM) revealed a positive
significant effect on financial performance (ROA) as shown by the coefficient of 0.003775 and probability value
of 0.047. This suggest that managerial ownership strengthen the relationship between ARM and financial
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performance (ROA) of listed manufacturing firms in Nigeria because ARM was significant in both the direct
and Moderating relationship. This shows that managerial share ownership plays an important role in the
relationship between account receivablev management and financial performance of listed manufacturing firms
in Nigeria.

In addition, the moderating effect of managerial ownership and Inventory management (IVM) has a
positive significant effect on financial performance (ROA) at 5% level of significance as revealed by the
coefficient of 0.033085 and probability value of 0.014. This suggests that moderation has taking place, because
the relationship was negative in the direct relationship. This further implies that managerial ownership reverse
the relationship between Inventory management and financial performance. Moreover, the moderating effect of
managerial ownership and cash conversion cycle has a negative significant effect on financial performance of
listed manufacturing firms in Nigeria as indicated by the coefficient of -0.0036477 and probability value of
0.092. This shows that partial moderation occurred because the relationship between CCS and financial
performance was negative in the direct relationship. This further implies that managerial ownership reverse the
relationship between cash conversion cycle and financial performance of listed manufacturing firms in Nigeria.

4.7 Discussion of Findings

The study examined the moderating effect of managerial ownership on the relationship between
working capital management and financial performance of listed manufacturing firms in Nigeria.

The result revealed that Account Receivable management (ARM) has a negative and significant effect
on the financial performance of listed manufacturing firms, this suggests that an increase in receivable collection
period decreases the financial performance of firms in the sector. The descriptive statistics result revealed that
the manufacturing firm has an average receivable collection period of about 119.108. Although the collection
period is fairly moderate, but it increases the working capital tied up in accounts receivable which could
otherwise be used for productive purposes, and hinders the ability to invest in growth opportunities or manage
operational expenses efficiently and hence reduces the return on asset. This corroborates the finding by Oseifuh
(2016) who reported a negative significant relationship between receivable period and performance, but in
disagreement with Shah (2020); Anorue and Ugwoke (2022); Muthoni et al. (2020); Kimani (2020); Dan (2020)
which reported that receivable management exerts a positive significant influence on the performance. Also, the
result showed that the moderating effect of managerial ownership on account receivable management has a
positive significant effect on financial performance of listed manufacturing firms in Nigeria. This shows that
managerial ownership reverse the relationship between ARM and financial performance. This is in line with the
agency theory which states that higher managerial ownership align the interests of managers more closely with
those of shareholders. Efficient account receivable management (timely collections) enhances cash flow and,
consequently, financial performance. Managers with significant ownership stakes may be motivated to
implement practices that enhance overall shareholder value. This result is in agreement with Shams et al. (2019)
which revealed that managerial ownership negatively and significantly influenced the relationship average
collection period and financial performance.

Furthermore, Account payable management measured with account payable period exerts a negative
insignificant effect on financial performance, this suggest that account payable management does not enhance
the financial performance of listed manufacturing firms in Nigeria. Evidence from the descriptive statistics
showed that the manufacturing firms has an average payment period of 223 days which is quite long, this
suggest that the firm may have to pay higher interest rates on its short term obligation which affect return on
asset, although not significantly. This issue may be complicated in the long run due to high inflation rates which
make it difficult for firms to budget for future payments and exchange rate volatility which hinders management
of payment to foreign suppliers. This is in disagreement with Ikechukwu and Nwakaego (2015) and Duru and
Okpe (2016) which reported that payable management has a significant effect on financial performance.
However, the moderating effect of managerial ownership on account payable management (APM) has a
negative significant effect on financial performance (ROA), This may be because the managers are more
focused on short-term profits than on long-term value creation. The payment to suppliers is delayed in order to
boost cash flow in the short term which damage relationships with suppliers and lead to higher costs and lower
ROA over the long term. This result is not in agreement with Shams et al. (2019) which revealed that
managerial ownership showed an insignificant moderating effect on the relationship between accounts payable
and financial performance.

The regression result also revealed that inventory management proxied with inventory turnover period
has a negative significant effect on financial performance of listed manufacturing firms in Nigeria. This suggests
that an increase in inventory management will lead to a significant increase in the financial performance. This
may be because the manufacturing firms has a prolonged turnover period (79days as shown the descriptive
statistics), which lead to higher holding costs (Holding costs include expenses such as warehousing, insurance,
and security), higher risk of product depreciation and a decrease in the return on asset. This is in line with
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Oseifuh (2016), but contrast the findings by Yunusa (2021); Akinlabi (2021); Althagafi (2020); Fatokun and
Sadiq (2018); Abdullahi and Mamuda (2022). However, the regression result further revealed that managerial
ownership reverses the relationship between Inventory management and financial performance. This may be
because higher managerial ownership may encourage managers to implement more effective risk management
strategies. Efficient inventory management is a crucial aspect of risk reduction, because excessive or obsolete
inventory poses financial risks. Managers with significant ownership stakes may be motivated to avoid such
risks. Also, managers with a high ownership stake are more sensitive to the cost of capital. Inefficient inventory
management can tie up capital and increase financing costs. Managers who own a significant portion of the
company are more attuned to the financial implications of tying up resources in excess inventory.

Lastly, the result showed that cash management (cash conversion cycle) has positive significant effect
on financial performance of listed manufacturing firms in Nigeria. This implies that the listed manufacturing
firm in Nigeria has a shorter cash conversion cycle (average of -24.56 days from the descriptive statistics),
which enhances the cash flow and allow it to reinvest or use the funds for debt reduction. This is in line with the
cash conversion cycle theory which posit that a company's liquidity, profitability, and value will grow when its
working capital management ( its cash conversion cycle) is short, while it will decrease when it is long. This is
in agreement with Manar (2019); Oseifuh (2016); Odo and Udodi (2022) and in disagreement with Eton et al.
(2019) and Asamu et al. (2019) which reported that cash conversion cycle has no significant effect on the
performance. Also, the regression result showed that the moderating effect of managerial ownership on cash
conversion cycle has a positive insignificant effect on financial performance of listed manufacturing firms. This
may result because the manufacturing sector is a capital-intensive sector, and need to invest a lot of money in
plant and equipment which could lead to a longer CCC, as firms need to take time to generate sales and revenue
from their investments. This put additional pressure on managers to focus on short-term profits, which can lead
to further agency problems. This is in disagreement with Shams et al. (2019) which reported that managerial
ownership negatively and significantly influenced the relationship between cash conversion cycle, and financial
performance.

Conclusion and Recommendation
This research investigated the moderating effect of managerial ownership on the relationship between
working capital management and financial performance of listed manufacturing firm in Nigeria from 2014 to

2023. The study findings revealed that account Receivable management, inventory management and managerial

ownership have a negative and significant effect on the financial performance of listed manufacturing firms in

Nigeria, while account payable management has negative in significant effect. In addition, Cash conversion

cycle has positive significant effect on the financial performance of listed manufacturing firm in Nigeria.

However, the moderating effect of managerial ownership on cash conversion cycle and account payable

management has a negative significant and negative insignificant effect respectively on financial performance of

listed manufacturing firms. In addition, the result showed that the moderating effect of managerial ownership on
account receivable management, inventory management has a positive significant effect on financial
performance of the firm. Based on the preceding discussion, the following conclusions were made;

i. Poor account receivable and inventory management practices adversely affect the financial performance of
the listed manufacturing firms in Nigeria.

ii. The account payable management among the listed manufacturing firm in Nigeria is not effective because it
does not enhance the financial performance of the firms.

iii. Cash conversion cycle plays a major role in enhancing the financial performance of listed manufacturing
firms in Nigeria; as such the importance of efficiency of short-term asset should not be underrated.

iv. Managerial share ownership mitigates the adverse effect of inefficient account payable and inventory
management practice on financial performance of listed manufacturing firms in Nigeria.

v. The relationship between cash conversion cycle and financial performance is weaker for firms with high
managerial ownership than for firms with low managerial owners.

Based on the conclusion of the study, the following recommendations are offered:

i. The manufacturing firms in Nigeria should consider strategic adjustments to receivable collection
practices through optimization credit policies and collection processes, evaluation of the customer ability to
pay and offering incentive in form of discount to debtor.

ii. The manufacturing firms in Nigeria are advised to strengthen their managerial ownership structures
through incentivizing managerial stakeholders to align their interests with the long-term financial health of
the organization. Stock-based compensation or performance-linked incentives can be considered.

iii. The manufacturing firms in Nigeria should refine account payable payment practices through
evaluation of vendor relationships, negotiation of favorable payment terms, and implementation of efficient
payment methods.
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iv. The manufacturing firms in Nigeria need to optimize inventory turnover periods through the adoption
of efficient inventory management systems (A cloud-based ERP system with robust inventory management
capabilities like NetSuite or SAP Business One) and implementation of strategic supply chain practices to
minimize the negative impact on financial performance.
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