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Abstract: 

Working capital management WCM is an important strategic element of financial 

management. The optimal balance between current assets and current liabilities becomes 

inevitable in order to promote financial robustness and long-term profitability. This study 

therefore examined the effect of WCM (proxied by net working capital (NWC), change in 

working capital (CWC), net operating working capital (NOWC) and working capital to sales 

ratio (WCSR)) on economic performance, proxied by Return on Asset (ROA), of listed 

agricultural companies in Nigeria. This study adopted an ex-post facto research design where 

panel data for a period of 10 years (2015-2024) were extracted from agricultural companies 

listed on the Nigerian Exchange Group (NGX). As of December 2024, there were 5 agricultural 

companies listed on the NGX. Due to the population size, the 5 listed agricultural companies 

were all used as sample size. The extracted data were analyzed using both the descriptive and 

inferential analytical tools. Correlation analysis revealed weak negative relationships between 

ROA and NWC, CWC, NOWC, and WCSR. The results also show that the p-values for NWC, 

CWC, NOWC, and WCSR are 0.6518, 0.4196, 0.4463, and 0.5462 respectively which are all 

greater than 0.05. This indicates that NWC, CWC, NOWC, and WCSR do not significantly 

affect the ROA of listed Agricultural Companies in Nigeria. Since working capital management 

did not show strong effect on profitability in this study, managers should also focus on other 

areas that can improve profit. These include reducing production cost, using better technology, 

and finding new markets for their products. 
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1.0 INTRODUCTION 

WorkingicapitalimanagementiWCMiisianiimportantistrategicielementiofifinancialimanageme

nt.iItiemphasizesihowishorttermiassetsiandiliabilitiesiareiefficientlyiintegrateditoienhanceifir

mifinancingiandieconomiciperformancei(Deloof,i2003).iWCMiinvolvesiplanning,iorganizing

,iandicontrollingicashiconversioniandishorttermiresourcesiiniorderitoipromoteiliquidity,iprofi

tability,iandishareholders’ivalueiwhileiminimizingifinancingicostsi(Soukhakiani&iKhodakar

ami,i2019).iEfficientiWCMienhancesibusinessiexpansionibyiallowingifirmsitoifocusionilong

-termiinvestmentiratherithanirelyingisolelyionishort 

termiborrowing.iTheioptimalibalanceibetweenicurrentiassetsiandicurrentiliabilitiesibecomesii

nevitableiiniorderitoipromoteifinancialirobustnessiandilong 

termiprofitabilityi(Ibrahim,iTariq,iBatool,i&iIqbal,i2023).iExcessiveiinvestmentiinicurrentias
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setsitiesiupicapitaliandireducesiprofitability,iwhileiinadequateiinvestmentiincreasesitheiriskio

filiquidityiandioperationalidisruptioni(Kajola,iOlayiwola,i&iEkpudu,i2018) 

Theipeculiaritiesiofiagriculturalicompaniesiinitermsiofiseasonalicycles,isupplyichainipressur

es,iandidemandifluctuationsimakesitheineediforieffectiveimanagementiofiworkingicapitalimo

reicritical;iespeciallyiiniNigeriaidueitoipersistentichallengesiinimanagingishort-

termiassetsiandiliabilitiesi(Rahemani&iNasr,i2007).iSuchichallengesiinclude:iinefficienticash

iconversionicyclesihighiinventoryiholdingicosts,idelayedireceivablesicollection,iandipoorima

nagementiofipayablesiwhichihaveicontinueditoideteriorateiliquidityiandiprofitabilityi(Kajola,

iOlayiwola,i&iEkpudu,i2018).i 

Furthermore,iempiricalistudiesioniWCMiandiprofitabilityihaveishownimixediresultsiasisome

ivariablesihaveishownisignificantieffectiwhileisomeiinsignificantieffectioniorganizationalipro

fitability.iAlso,imostiexistingiresearchifocusedionimanufacturingifirmsiratherithaniagricultur

alicompaniesi(Ademolai&iOmolara,i2023;iOlaoyei&iOkunade;i2020).i 

TheipersistentiinefficienciesiiniWCMipractices,iinconsistentiempiricalifindings,iandilimitedi

sector-

specificistudiesihaveicreatedigapsiiniliterature.iThisistudyithereforeiaddresseditheseiidentifie

digapsibyiexaminingitheieffectiofiWCMi(proxiedibyinetiworkingicapital,ichangeiiniworking

icapital,inetioperatingiworkingicapitaliandiworkingicapitalitoisalesiratio)ionieconomiciperfor

mance,iproxiedibyireturnioniasset,iofilistediagriculturalicompaniesiiniNigeria.iTheifindingsi

williprovideievidence-

basediinsightsiforimanagers,iinvestors,iandipolicymakersitoiimproveifinancialidecision-

makingiandienhanceicorporateiperformance. 

 

2.0 LITERATUREiREVIEW 

ConceptualiReview 

WorkingiCapitaliManagementi(WCM) 

WCMiinvolvesiensuringiaifirmihasiadequateiliquidiassetsitoimeetishort-

termiobligationsisoiasitoimaximizeiprofitabilityithroughiproperiplanning,iorganizing,iandico

ntrollingioficurrentiassetsiandicurrentiliabilitiesi(Deloof,i2003;iRahemani&iNasr,i2007).iItif

ocusesionicash,imarketableisecurities,iinventory,ireceivables,iandipayablesitoibalanceiprofita

bilityiandiriski(Garcia-Terueli&iMartinez-Solano,i2007).i 

NetiWorkingiCapitali(NWC) 

NWCirepresentsiaifirm’sishort-

termiliquidityiandioperationalisolvencyiusingicurrentiassets.iItireflectsihowiaicompanyiisiabl

eitoieffectivelyimanagesiitsishort-

termiresourcesiandiobligationsi(Rahemani&iNasr,i2007).iAipositiveiNWCiimpliesithatiaico

mpanyihasiadequateicurrentiassetsitoisettleiitsicurrentiliabilities,iwhileinegativeiNWCiimplie

siliquidityiriskiandipotentialifinancialidistressi(Deloof,i2003,iIronkwei&iWokoma,i2017).i 

ChangeiiniWorkingiCapitali(CWC) 

CWCirefersitoitheiyear-on-

yearimovementiininetiworkingicapital.iItidepictsitheiincreaseioridecreaseiinishort-

termifinancialiresourcesiavailableiforioperatingiaibusiness.iAipositiveiCWCishowsithatiaico

mpany’sicurrentiassetsiisigrowingifasterithaniitsicurrentiliabilities,ithusiindicatingiimprovedi

liquidityiwhereasiainegativeiCWCiindicatesiriskiofirisingiliquidityi(Deloof,i2003).iMonitori

ngiofiCWCiisiessentialiforiagriculturalicompaniesisinceitheyiareiproneitoiseasonalifluctuatio

nsithaticaniresultiiniliquidityishortagesiduringiplanting/harvesticyclesi(Ironkwei&iWokoma,i

2017). 
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NetiOperatingiWorkingiCapitali(NOWC) 

NOWCirefersitoinetiworkingicapitalidirectlyitieditoicoreibusinessioperationsiwhichiimpliesit

hatiitidoesinotiincludeinon-operatingiitemsisuchiasicash,ishort-

termiinvestments,iandiinterest-

bearingidebt,ifocusingioniinventories,itradeireceivables,iprepaidiexpenses,ianditradeipayable

si(Rahemani&iNasr,i2007).iItiindicatesitheicapitalineedediforitheiday-to-

dayioperationsiofiaibusinessiwithoutirelyingioniexternalifinancing.iAipositiveiNOWCishows

ithatiaicompanyihasisufficientioperatingiassetsitoitakeicareiofiitsioperationaliobligations,iwhi

leinegativeiNOWCiindicatesioperationaliinefficiencyiandiliquidityiriski(Deloof,i2003).i 

FinancialiPerformance 

Financialiperformanceirefersitoihowianiorganizationiefficientlyiutilizesiitsifinancialiresource

sitoigenerateirevenue,iimproveiprofitability,iandimaintainiliquidityioveriaicertainiperiod.iCo

mmonimeasuresiofifinancialiperformanceiincludesireturnioniassetsiROA,ireturnioniequityiR

OE,iandinetiprofitimargini(Deloof,i2003).iAistrongifinancialiperformanceishowsieffectiveim

anagementidecisionsiandioperationaliefficiency.iAniptimizediworkingicapitaliandishortericas

hiconversionicyclesiimprovesiorganizationaliprofitabilityibyireducingifinancingicostsiandiidl

eiresourcesi(Rahemani&iNasr,i2007). 

 

TheoreticaliReviewi 

CashiConversioniCycleiTheoryi(CCC) 

TheiCCCiwasipromulgatedibyiRichardsiandiLaughlini(1980)iandilinksiWCMitoiprofitability

ithroughitheicashiconversionicycleiCCC.iAishorteriCCCiindicatesiefficientimanagementiofi

workingicapital,iimprovediliquidity,iandihigheriprofitability,iwhileiailongeriCCCiimpliesicas

hihasibeenitiedidowniandiconsequentlyireducesifirmivaluei(Deloof,i2003).i 

 

AgencyiTheory 

ThisitheoryiwhichiwasipostulatedibyiJenseniandiMecklingi(1976)idescribesitheiconflictsibet

weenishareholdersiprincipalsiandimanagersiagentsiwhichistemsifromidivergentiinterestsiwhi

chicanicauseimanagersitoiover-investioriunder-

investiiniworkingicapital,iTheitheoryithereforeiadvocatesimonitoringimechanismsiandiperfor

manceiincentivesitoiensureiWCMidecisionsialigniwithimaximizationiofishareholders’iwealth

. 

Trade-offiTheory 

ThisitheoryiwasipropoundedibyiMyersi(1984)itoibalanceitheitaxibenefitsiofidebtiagainsticost

siofifinancialidistressiandiarguedithatifirmsifaceiairisk-returnitrade-

off.iTheitheoryipositedithaticonservativeiWCMipoliciesiincreaseiliquidityibutireduceiprofita

bility,iwhileiaggressiveipoliciesiboostireturnsibutiraiseiliquidityiriski(Bradley,iJarrell,i&iKim

,i1984).iOptimaliWCMioccursiwhereimarginalibenefitiofiliquidityiequalsimarginalicostiofire

ducediprofitability. 

EmpiricaliReview 

Belay,iTafai&iToleshii(2024)iexaminediWCMiimpactioniprofitabilityiofi5iEthiopianiprivate

icommercialibanksi2011-2020.iUsingirandomieffectsimodel,ibankisizeiandiloans-to-

assetsisignificantlyiaffectediprofitability,iwhileicurrentiratioiandiassetiratiosiwereiinsignifica

nt. 

Ademolai&iOmolarai(2023)iinvestigatediWCMiandiprofitabilityiofilistedimanufacturingifir

msiini6iAfricanicountriesi2014-
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2019.iPaneliFMOLSiresultsishowediaccountsireceivableiperiodiandicashiconversionicycleih

adipositiveisignificantirelationshipiwithiprofitability. 

Olaoyei&iOkunadei(2020)istudiediWCMiandiprofitabilityiofiquotediNigerianimanufacturing

ifirms.iPanelimethodologyishowedicreditorsipaymentiperiodisignificantlyiimpactediprofitabil

ityiwhileiinventoryidaysiandireceivablesiperiodiwereiinsignificant.. 

 

3.0 METHODOLOGY 

Thisistudyiadoptedianiexpostifactoiresearchidesigniwhereipanelidataiforiaiperiodiofi10iyears

i(2015-

2024)iwereiextractedifromiagriculturalicompaniesilistedionitheiNigerianiExchangeiGroupi(N

GX).iAsiofiDecemberi2024,ithereiwerei5iagriculturalicompaniesilistedionitheiNGX.iDueitoi

theipopulationisize,ithei5ilistediagriculturalicompaniesiwereialliusediasisampleisize.iiTheiext

ractedidataiwereianalyzediusingibothitheidescriptiveiandiinferentialianalyticalitools.iTheides

criptiveianalysisiprovidesianioverviewiofitrendsiandivariationsiinitheikeyivariablesiwhileithe

iinferentialianalyticalitooliwasiadopteditoitestitheieffectiofiworkingicapitalimanagementisurr

ogatesioniprofitability.i 

ModeliSpecification 

Theistudyiexaminesitheieffectiofiworkingicapitalimanagementioniprofitabilityiofilistediagric

ulturalicompaniesiiniNigeria.iTheivariablesiconsiderediincludeiNetiWorkingiCapital,iChange

iiniWorkingiCapitali(DER),iNetiOperatingiWorkingiCapital,iandiWorkingiCapitalitoiSalesiR

atioi(ICR)iasiindependentivariables,iwhileiReturnioniAssetsi(ROA)iservesiasitheidependenti

variable.iTheigeneralifunctionaliformiofitheimodeliisiexpressedias: 

FinancialiPerformancei=if(WorkingiCapitaliManagement) 

Where; 

FinancialiPerformancei=iROA 

WorkingiCapitaliManagementi=iNWC,iCWC,iNWC,iWSR 

Therefore; 

ROAi=if(NWC,iCWC,iNWC,iWSR) 

ROAi=iβ1iNWC+iβ2iCWCi+iβ3iNWCi+iβ4iWSRi+iε 

Where; 

ROAi=iReturnioniAssets 

NWCi=iNetiWorkingiCapital 

CWCi=iChangeiiniWorkingiCapital 

NWCi=iNetiOperatingiWorkingiCapital 

WSRi=iWorkingiCapitalitoiSalesiRatio 

β0iisitheiIntercept 

β1i–iβ4iisitheicoefficientsiofiindependentivariables 

εiisitheiErroriterm 
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4.0 RESULTS 

Table 1 Descriptive Analysis 

 ROA NWC CWC NOWC WCSR 

 Mean  0.122480  0.241400  0.012000 -0.135800  0.322540 

 Median  0.049000  0.095000 -0.010000 -0.165000  0.065500 

 Maximum  1.270000  3.050000  1.200000  2.330000  12.00300 

 Minimum -1.457000 -1.420000 -1.010000 -1.570000 -3.174000 

 Std. Dev.  0.470039  0.860472  0.427413  0.671496  2.350621 

 Skewness -0.550513  1.304689  0.794122  1.014455  2.686955 

 Kurtosis  6.204519  5.591340  5.014427  6.338608  13.74710 

      

 Jarque-Bera  23.91916  28.17478  13.70924  31.79747  300.7897 

 Probability  0.000006  0.000001  0.001055  0.000000  0.000000 

      

 Sum  6.124000  12.07000  0.600000 -6.790000  16.12700 

 Sum Sq. Dev.  10.82591  36.28020  8.951400  22.09442  270.7454 

      

 Observations  50  50  50  50  50 

Source: E-View Output, 2026 

 

Table 1 reports the descriptive statistic of the variables employed. It was shown that ROA has 

an average mean of 0.122480, with standard deviation of 0.470039, indicating that there is 

moderate variability in company’s financial performance during the study period. NWC has an 

average mean of 0.241400, with standard deviation of 0.860472, CWC has an average mean 

of 0.012000, with the standard deviation of 0.427413, NOWC has an average means of -

0.135800, with the standard deviation of 0.671496, while working capital to sales ratio has an 

average means of 0.322540, with the standard deviation of   2.350621 .The JarqueBera 

normality test reveals a P-value less than 0.05 which indicates that all the variables are not 

normally distributed. 

Table 2: Correlation Analysis 
      
      Covariance     

Correlation ROA  NWC  CWC  NOWC  WCSR  

ROA  0.216518     

 1.000000     

      

NWC  -0.075877 0.725604    

 -0.191433 1.000000    

      

CWC  -0.023982 -0.021183 0.179028   

 -0.121806 -0.058772 1.000000   

      

NOWC  -0.070544 0.467926 -0.033768 0.441888  

 -0.228065 0.826364 -0.120059 1.000000  

      

WCSR  -0.091909 1.703987 -0.181665 0.986441 5.414908 

 -0.084881 0.859648 -0.184508 0.637704 1.000000 

      
      Source: E-View Output, 2026 
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Table 2 above shows the relationship between the variables employed. The study revealed that 

return on asset has a weak negative relationship with net working capital (r = -0.191433), 

suggesting that a change in net working capital will results into a slight decrease in return on 

asset. In addition, return on asset has a weak negative relationship with change in working 

capital (r = -0.121806), suggesting that a in change in working capital will result in a slight 

decrease in return on asset. Similarly, the results shows that return on asset has a weak negative 

relationship with net operating working capital (r = -0.228065), suggesting that a change in net 

operating working capital will results into a slight decrease in return on asset. Lastly, return on 

asset has a negative relationship with working capital to sales ratio, indicating that a little 

change in working capital to sales ratio will results to a slight reduction in return on asset of 

the selected industrial companies. 

Table 2: Panel Least Square Analysis 
     
     

Variable Coefficient Std. Error t-Statistic Prob.   

     
     

C 0.117328 0.091504 1.282211 0.2063 

NWC -0.102290 0.225164 -0.454289 0.6518 

CWC -0.135783 0.166679 -0.814633 0.4196 

NOWC -0.144100 0.187547 -0.768340 0.4463 

WCSR 0.036911 0.060709 0.608007 0.5462 

     
     

R-squared 0.882167     Mean dependent var 0.122480 

Adjusted R-squared 0.700582     S.D. dependent var 0.470039 

S.E. of regression 0.469902     Akaike info criterion 1.422056 

Sum squared resid 9.936374     Schwarz criterion 1.613259 

Log likelihood -30.55141     Hannan-Quinn criter. 1.494867 

F-statistic 1.007136     Durbin-Watson stat 1.157553 

Prob(F-statistic) 0.413843    

     
     

Source: E-View Output, 2026 

 

The table above presented the result of the panel least square, the analysis shows the constant 

value stands at 0.117328, which equally mean that while all other variables remain constant, 

ROA will be 0.117328 (i.e. 11.73%). Net working capital has a coefficient of -0.102290, this 

reveals that for every 1 unit increase in NWC, will amount to a decrease of 0.102290 in ROA. 

The coefficient CWC stands at -0.135783, which mean that for every 1 unit increase in CWC, 

ROA will decrease by 0.135783.The coefficient of net operating working capital stands at -

0.144100, which mean that for every 1 unit increase in NOWC, there will be 0.144100 decrease 

in ROA. Lastly, working capital to sales ratio has a coefficient value of 0.036911 which means 

that for every 1 unit increase in working capital to sales ratio, there will be 0.036911 increase 

on ROA. 

The results also shows that the p-values for NWC, CWC, NOWC, and WCSR are 0.6518, 

0.4196, 0.4463, and 0.5462 respectively which are all greater than 0.05. This indicates that 

NWC, CWC, NOWC, and WCSR do not significantly affect the ROA of listed Agricultural 

Companies in Nigeria. The R-squared value of 0.882167 shows that 88% of variation in ROA 
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is explained by the model, while adjusted R-squared is 0.700582. However, the Prob (F-

statistic) of 0.413843 is greater than 0.05, indicating the overall model is statistically 

insignificant. The Durbin-Watson statistic of 1.157553 suggests possible presence of positive 

autocorrelation among the variables.  

 

5.0 CONCLUSION AND RECOMMENDATIONS 

Conclusion 

The descriptive statistics showed moderate variability in ROA and all variables were not 

normally distributed based on Jarque-Bera test. Correlation analysis revealed weak negative 

relationships between ROA and NWC, CWC, NOWC, and WCSR. The panel least square 

results indicated that net working capital, change in working capital, net operating working 

capital, and working capital to sales ratio all have negative or positive coefficients but none 

was statistically significant at 5% level. The Prob(F-statistic) of 0.413843 showed the overall 

model was statistically insignificant despite R-squared of 0.882167. The Durbin-Watson 

statistic of 1.157553 suggested possible positive autocorrelation. Based on these findings, it is 

concluded that working capital management components do not have significant effect on 

profitability of listed agricultural companies in Nigeria during the study period. This implies 

that changes in NWC, CWC, NOWC, and WCSR do not translate to meaningful changes in 

ROA for the sampled firms. 

Recommendations  

Even though the effect of inventory management was not significant, there is still need to pay 

attention to it as good control of inventory can help reduce storage costs and prevent waste.  

The weak negative relationship between accounts receivable and profitability  means the 

companies don’t collect money in time from customers  and this can reduce cash available for 

other uses. The companies should therefore review their credit policy and try to collect 

payments on time while still keeping good relationship with customers. 

Suppliers should be settled at the right time so that the company can get better deals and 

maintain steady supply of materials.  

Since working capital management did not show strong effect on profitability in this study, 

managers should also focus on other areas that can improve profit. These include reducing 

production cost, using better technology, and finding new markets for their products. 
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