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ABSTRACT
The study is directed towards assessing the effect of working capital management in the
banking industry and First Bank Plc, as a case and to offer suggestion on the way forward. The
hapter one covers the Background, aim and objectives of the study. as the Banking system is a
first on which the wheel of the economic growth and development and due to recent reforms in
he capital based on the Banking industry it is highly necessary to eradicate the industry in
espect to working capital management. The chapter two reviews some literature. The brief
history of the Bank chosen First Bank among the twenty-five Banks we have in Nigeria is
discussed, chapter three discussed the research methodology while chapter four is designed to
provide insight into the study and findings equally analyze from, the questionnaires. Chapter five
summarizes the study and necessary recommendations were stated.
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CHAPTER ONE
INTRODUCTION
1. BACKGROUND OF THE STUDY

This rescarch project focuses on corporate financial management.
Managers must direct, plan, coordinate and organizé the affairs of the firm in
order to achieve the set corporate goals and objectives. The problems of
business finance are of interest to everyone.

The bahking system is a pivot on which the wheel of the economic
growth and development rotate. As the topic of the project suggests the work
is carried out to access the effect of working capital management on the
performance of First Bank of Nigeria Ple Kuta Branch.

The expansion in public z'u'ld professional interest in finance in recent
years is due to a variety of factors from the regulatory agencies and the
public point of view which have produced sharcholders in almost every
community. The on-gomg banking industry reforms have continually drawn
the attention of people to business finance for corporate planning. The
questions of business size, financial power and profitably seeing in many
arcas of business and reflected in stock market activity and prices have all
combined to stimulate tae interest of more people. Financial management is
defined as the aspect of management which focuses on planning and
controlling of the financial resources of the firm. To start a business the first
transaction is the injection of capital into the business, a limited company
sells its shares in order to obtain the necessary capital .with which to start
trading. The working capital increases as firm makes profits. It decreases
when profits are taken out of the business as drawings or dividends. An issue
of shares or a new loan will also increase working capital while repayment

of redeemable shares and loans will reduced it. It will fall when fixed assets




are bought and rise when they are sold. Working capital is the life-blood of
any business. A business that has too little'capital is likely to get into
difficultics. A business trying to manage with too little working capital is
said to be overtrading.

A financial manager will be a problem of how much to invest in asset
and how to raise the required finance needed. The financial manager will
decide on best ways to manage the éapital that would give him the optimum
~vaiue to improve: the weaith of the firm. This necessitates the study on

working capital management in a growing establishment like First Bank of

Nigeria Plc, Kuta Branch.

1.2 STATEMENT OF THE PROBLEM

Organizations such as banking industry by their nature need money
(Cash) in order to carry out their business activities. Such money required is
termed working capital, unless a business has sufficient working capital, its
financial position will be harassed. The major challenge before the financial
manager is the sourcing for fund and best way to make optimum use of the
available resources.

Banking industry is the most paramount element towards economic
development with various functions. It is one of the most important organs
¢ modern economy. As a result of new banking reforms towards raising of
additional capital it is highly important to study the effect of this capital
injection.

The researcher has decided to look unto “The management of the

working capital component of First Bank”




1.3 AIMS AND OBJECTIVE OF THE STUDY
The objectives of the study are highlighted below:

1. To evaluate the working capital management of First Bank Plc.
2. To actually determine the effect of working capital management
procedure on the Bank’s performance.

3. To offer suggestion on the way forward.

1.4  HYPOTHESIS
HYPOTHESIS ONE
NULL HYPOTHESIS (Ho)

Ho;  The waorking canital management has no effect on First Bank business

performance.

Alternative Hypothesis (Hi)
Hi:  The working capital management has great effect on First Bank

business performance.

HYPOTHESIS TWO
NULL HYPOTHESIS (Ho)
1o Woiking capital imanagcincit docs iiot ieduce cost of production and

improves efficiency.

ALTERNATIVE HYPOTHESIS (Hi)

Hi:  Working capital m_anagement‘ reduces cost of production and

4

improves high efficiency.
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1.5 SIGNiFICANCE OF THE STUDY

The sighificant of the study is to appraise the management of working
capital on Bénk performance. The policies and practices as regard the
management‘fof working capital studied. The practices would then be
compared with the theoretical and recommending ways to improve the
management’{of working capital in the firm for better output.

The iinportance of studying working capital management procedure in
a bankiﬁg éﬁ;‘m like First Bank Plc is to assist the management in her
determinat,ion of various levels of each components of working capital to be
held at any: é'zlrticular tiln?. To avoid a situation of shortage in working
capital which is an indication of technical insolvency and surplus which is
uneconomical. It is also hoped that the outcome of this research work will be

beneficial to the following persons: student, lectures and practitioners in

business.

1.6 SCOPE OF THE STUDY

The scope of the research work is limited to some items in line with
the situation (!nj structure of the firm, under current asset such as cash and
short term fuﬁds, short term investments, loans and advances, other liquid
assets e.t.c ‘vlvhile other liabilities, tax payable, dividend payable under
liabilities. Sec;ondly, it was possible to analyse the final account of the firm
and the baléhfce sheet of the bank and also the net working capital ratio was

calculated these were compared with theory and recommendation made.

"




1.7 LIMITATION OF STUDY
In carrying out this project one of the greatest problems encountered

is data collection. The techniques used for the study includes: - Interview,
examination of materials from books, articles journals newspaper and
weekly news magazine. Data were collected from the records of the firms
and oral interview conducted with the branch manager and someﬁ; of the staff.
The data collected were made to be as recent as possible and:c'over mostly
the financial period. A survey of literature was undertaken to provide the

basis tor a sound comparison between the theory and practice.




~ CHAPTER TWO
LITERATURE REVIEW
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2.0 INTKROUODUCTIOIN

This chapter reviews the theories as well as empirical studies that
have been conducted. Among these are meanings of working capital, brief

history of First Bank Plc.

2.1 MEANING OF WORKING CAPITAL

Working capital is a term applied to the assets, which are converted
into cash within a year of normal business operation, that 1s the assets which
arec bought and sold in everyday operation of the or gamzatlon We must
make clear diction between fixed capital which is the amount of long-term
investment in an organization and net working capital which is the excess of
current assets over current liabilities.

Hussery (1982) postulated that the company that has a surplus of
funds often wasteful in its use of working capital. When it gets to the stage
of having to borrow (particularly in times of credit squeeze or when interest
rates are high) it tends to look inwards to see how it can be more springiest
use of money. It will also have thg effect of increasing the percentage return
on capital, and also assist in meeting the company’s goals in another way.
Working capital may be reduced by decreasing or increasing the amount of
trade credit given or applying more stringent control. |

Naturally, these aréas are not the sole responsibility of financial
managers. Every operations manager has a duty to conéider this aspect of
company policy and the QUestioning aspect of planning, for examples the
corporate appraisal may be expected to take an interest in the problem but it

is frequently the financial side of the business which focuses full attention

I




on this policy. It is likely to be the financial manager who is aware that the
cost of money has risen and that iast year it was economical to buy material,
under current conditions, the cost of financing the extra inventories may
exceed the discount gained. Similarly, it is the financial manager who is best
fitted to see whom trade debtor is, if too high what actions should be taken
10 reduce damount of credit givcn.

Ajayi (1998) defined working capital as asset held for current use of a
business less the amount due to those awaiting settlement in short term. It is
the effective blood of any business organization.

Although profitability may be considered the governing factor of a
business never the less the mismanagement of working capital may
effectively bring it to a halt or to its ultimate downfall. Working capital on
the other hand may be defined as constituting those assets held for current
use within a business, less the amount due to those who await settlement in
the short term for value in whatever form.

Howard, (1971) asserted that, it is necessary to stress the value in
whatever form because even when settlement is awaited for the supply of
fixed assets it would come in to the realm of working capital. Moreover, in

“the content of the management of working capital, the gross working capital
would be taken into account. In efficient financing of current assets by short
term liabilities comes with the scope of working capital management would
refer to all aspects of the administration of both current assets and current
liabilities. |

The component ite;ﬁs of working capital would be.the different items

under current assets and current liabilities.




These are:
Current Assets: Cash and short term fund

Short-term investment.
Loans and advances other liquid assts.
Other liquid assts
Advance under financial lease.
Current Liabilities: Deposit and other Accounts
g Other liabilities
Tax payahle
Divided payable
Deferred taxation.
All these items vary in their impértance from industry to industry. In a
Banking firm for instance, a lot of emphasis is placed on current Assets.
This is important in order to have it in excess over current liabilities

because this excess determines the level of working capital available to such

a banking firm.

o s DI ITIOTmADNDY A prnom
ot @ ot AFVANAAUA AAMIANZIN A UL L'RINI

First Bank of Nigeria Plc for over a century has distinguished itself as
a leading financial institution and a major contributor to the economic
advancement and development of Nigeria.

The Bank was incorporated as a limited liaBility company on March
31, 1894, with Head Office in Liverpool by Sir Alfred Jones, a shipping
magnate. It started business in the office of Elder Dempster and Company in
Lagos under the corporate name of the Bank for British West Africa
(BBWA) with a paidup capftal of 12,000 pounds sterling, after absorbing its

predecessor, the African Banking Corporation, which was estabiished




carlier in 1892. In its early years of operations, the Bank recorded an
impressive growth and worked closely with the Colonial Government in
performing the traditional functions of a Central Bank, such as issue of
specie in the West African sub-region.

To justify its West African coverage, a branch was opened in Accra,
Ghana in 1896 and another in Freetown, Sierra Leone in 1898. These
marked the genesis of the Bank’s international banking operations. The
second branch of the Bank in Nigeria was in the old Calabar in 1900 and two
years later, services were extended to Northern Nigeria.

To reposition and take advantage of opportﬁnities in the changing
environment, the Bank had at various times embafkéd on restructuring
initiatives. In 1957_ it changed its name from Rank of Rritish West Africa to
Bank of West Africa. In 1969, the Bank was incorporated locally as the
Standard Bank of Nigeria Limited in line with the Conlhpanies Decree of
1968. Changes in the name of the Bank also occurred in 1979 and 1991, to
First Bank of Nigeria Limited and First Bank of Nigeria Plc, respectively. In
1985, the Bank introduced a decentralized structure with five regional
administrations.

To further enhance the Bank’s operational efficiency, this was

reconfigured into sixteen Area Offices in 2003. In view of the foregoing, it

wl-
1N

was thercfore, a natural progression when in 2001, the Bar
process of transforming its corporate identity to reflect its rejuvenated focus.
The transformation process which began in earnest in 2001 gained

momentum in 2003 and was launched on Tuesday, Apri! 27, 2004 with the

introduction of a new corporate identity.




First Bank got listed on the Nigerian Stock Excllange;(NSE) in March
1971 and has won the NSE President’s Merit Award eleven times for the
best financial report in the banking sector.

In line with the Bank’s mission statement “Remain true to our name
by providing the best financial services possible” and its brand essence,
“Dependably dynamic”, the Bank will consistently transform itself as it
forges ahead in its second céntury of qualitative banking to the nation.

2.3 CONCPSPTUALIZATION OF WORKING CAPITAL

Brockihton (1978) highlighted that there are two concepts of working
capital. These are gross concept and Net concept.

The gl'os:s working capital simply called working capital, which refers
to the firm’s investment in current assets which can be converted into cash
quickly or within an accounting year. This is possible because they are in
liquid from and they are also known as liquid assets. They include asset such

as cash and short term investment and so on.

The net working capital on the other hand refers to the excess of
current asset over current liability. Current liabilities which are the claims of
outsiders against the fund or assets available to firms include the following:
Deposit and other account, other liabilities. Tax payable and other deferred
taxes and charges, dividend payable within in the périod, outstanding
expenses and bills.

It must also be noted that the working capital of any banking firm can
be either positive or negati&e. A net working capital 1s firm can be either
positive or negative. A net working capital is said to ‘be positive when
current assets exceed cui'l;ent liabilities and it ‘is negétive when current

liabilities exceed current assets.

10




current assets management:

(a) Optimum investment in current Asset

(b) Financing the current

While considering the level of investment in current assets, there are
two things that must be pﬁt into consideration for adequ'ate curbing: These
are excessive and inadequate investment in current asset. Investment in
current asset should just be adequate no more or less, to the needs of banking
upcruﬂuu. ‘ |

Excessive investment in current asset should be avoided as these may
lead to over capitalizatior‘i.’ That is the capital of firm 1s logged up in the
assets that can not be appropriateiy and adequately put' into opefation. In

summary, such assets earn nothing.

In other words, 'iné_dequate investment in current assets is also
harmful. This simply meahs unavailability of adequate working capital
necded to tackle the operation of the firm. This should be seen as a threat to
the solvency, going concern, and viability of the firm. This is so because,
banking tirm deals with public in the aspect which is crucial to every
existing life and that is money. |

The management should saddle with the responsibility of ensuring the
adequacy and balancing of the equation. They should ensure that adequacy
working capital are available to fund finance current assets whenever the
need arises due to increasing level of business activities or for any other
reasons. | |

Similarly if surplus “f.unds arise suddenly, they shouid not be allowed

to remain idle but should be invested in short term securities. Thus the

11




financial manéger should héve knowledge of the sources of working capital

as well as the investment opportunities available to the fund if is idle.

The net working capital being the excess of the current assets over
current liabilities is a qualitative concept due to the following points.

o It indicates the liquidity position of the firm. A firm is said to be liquid
when theré are enough resources at its disposal to meet its obligation in
short term and as at hen due. This is one of the concepts usually
examined in credit worthiness of an organization.

e It suggests the extent to which working capital needs may be financed

by permanent source funds.

24 THE NEED FOR WORKING CAPITAL

QOyinlala (1082) stated that the roles heing played hy working capital
in the day to day runniﬁg of banking, operations can not be over-
emphasized. No organization can exist in operations can not be without

making use of working capital though its requirement in different firm

differs.

2.5 THE MANAGEMENT OF WORKING CAPITAL

Wald (1978) reported that this is known as liquidit.y‘,‘inanagement; and
it is purely the work of ménagers. It should be through and efficient as it is
thic blood of aily Laiixiing qperations.

It allows the bank to meet her obligations to her various customers
working capital management is important due to the folloWing reasons:
(i) Banking operations cannot done without investment in current assets

like cash as this is the main stay of the business.

12




(i1) For most business outfit, current assets represents high percentage of
the total assets held.

(iii)  One of 'the cheapest means of finance is trade credit and this coupled
with other forms of financing should be needed as mush as possible.

(iv)  Efficient management of working capital could guarantee the

growing concern of the firm even in the stormy period.

2.6 DETERMINATION OF WORKING CAPITAL

Vanhome (1988) stated that a large number of factors determine the
working capital needs of the firms. All factors change over the time.
Therefore an analysis of the relevant factors should be made in order to
determine the total investmcnt in working capital.

The major factor determining the level of working capital needed by a
firm is largely the size of the firm. In banking business we have unit banking
system and branch system. Once a banking, it should be order to meet the
* need of the day.

Moreover, in examining the factors responsible for determining the
level of working capital needed by a firm is another factors know as
~ availability of asset both current and liabilities. The higher the current assets

over ljability, the higher the tendency for working capital to be available and

vice versa.

13




2.7 IMPORTANCE OF EFFECTIVE WORKING CAPITAL
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(a) The length of the working capital cycle affects the liquidity of an
organization

(b)  Effective working capital management helps in the appraisal of each
component of working capital and decision on which of the
component to reduce mismanagement of working capital can bring

business to a halt

(c) Excessive working capital position is dangerous from the company’s

point of view.

(i)  Inventory files up which lead to deterioration and pilferage.

(ii)  Indication of defective credit policy and collection period.

2.8 CASH MANAGEMENT

Adaranijo (2001) stated that cash is the raw materials needed in the
operation of banking business. Hence, it should be managed in an effective
and efficient manner. Just like the row materials to the manufacturing
company which is usually termed inventory it is also highly important.

Even for firms outsnde banking operatives cash must still be well
managed. The reason for thls is that it is the most important among the items
of current assets. It is the basic input needed to keep the business running on
a continuous basis and it is also the basic output expandgd to be realized by
selling the products to the c.lement that makes the profit.

However, cash in ité ultimate state yield no return, the nearer assets

are their being realized in liquid form, the les the return they render. The

14




main objective of managing cash is to trade-off between liquidity and
profitable in order to maximize the long-run profit of the return.

There are reasons why firms hold cash. These reasons are also
applicable to banking outlets.

They are analysed below:

2.9 TRANSACTIONARY REASONS

Transac:tion' reasons or motive of holding cash by banks is to enable
the bank to meet the needs of their numerous customers. V

Every need that relates to each must be adequately met in the conduct
of its ordinary business so far that the customer is having sufficient fund in
the account. Being short of cash to tackle this problem could lead to
desertification of customers; which has effect on ~Bank customer’s
relationshin and growing concern of the huciness.

Even when the sufficient fund is not available in the customer
account, it is still the respohsibility of the bank to provide her customer with
the needs fund but in an overdraft facility manner. This is possible as a result

of the existing banker/customer relationship.

2.10 PRECAUTIONARY REASONS
This has to do with making provisions for unforeseen and unexpected

circumstances that may strike any time. Adequate provisions must be made

Frgp ~Sapys fircinmenrs Sk ke A o nbsarmyere  #o  Als e s ]
101 CirCuinisuaiiCls uiar aic aisasuous W uil Oiigoing CXis

organization. These may include shortage incurred inform of fraud, CBN

sanction disaster relief and so on.




2.11 SPECULATIVE REASONS

This reason is based on assumptions that business opportunity or
opportunities can exist at any time which needs cash to be utilized. That is,
holding cash to be used to take advantage of profit marking opportunities.
This might be in terms of buying raw materials at a reduce price, investment

in a particular industry or sector, buying marketable securities that have an

unusual high rate of interest.

2.12 OBJECTIVES OF CASH MANAGEMENT |

Oluwi (1990) reported that “the main objective in managing cash is to
trade-of liquidity and profitability in order to xr;axilnize long-run profits.

By keeping greater amount of current cash (liquidit}{) the firm is more
able to meet its debts (both expected and un‘expected) and thus creditors
confidence is kept and the risk of technical insolvency red_uced”.

Apart from liquidity in form of cash balances management can also
invest resource in “near -.money” assets. These prima_ly involve deposit
account with the banks and money market and marketable securities in the
form of stock and equity shares. The yet they can easily be converted into
cash. The management of cash is usually vested in the accounting and
finance executive of the Company because qf their knowledge of finance

short term borrowings, short term investment opportunities and their

responsibilities in preparing budgets.
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'CHAPTER THREE
RESEARCH METHODOLOGY
3.0 INTRODIICTION. |
This chapter has to do with the methods used and the strategies
adopted during the course of the study. It deals with the research design

methodé adopted. The research methods or the techniques used for this study

includes.
(a) - The Questionnaire
(b) Interview/Discussion

(c) Observation

'
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3.0 INoTRUMOINT FOR UATA

(a) QUESTIONNAIRE

This method provides major primary sources of data collection, which

COLLECTION

helps in answering the research problems as well as accepting or rejecting
the hypothesis of the study. Questionnaire are used to obtained facts about
past, present and anticipatéd events about prevailing conditions and practices
and obtain information on attitude and opinion. The researcher adopted the
use of questionnaires as it 1s easier to administer and cost effective.
(b) PERSONAL INTERVIEW TECHNIQUE |

In order to improVé on the short comings of the questionnaire the
researcher decided to conduct personal or oral interviews mostly with
business manager and from the staff of First Bank Plc Kuta Branch. This
method involved personal interaction between the researcher and the

interviewer in order to get necessary and adequate information on working

17




capital management. This method is aimed at finding out facts from the

targets population without any bias mind.

(¢) DESK RESEARCH |
It is not easy to get all information from the primary sources hence:
there is need for secondary source. The researcher also took time off to read
various theories from relevant textbooks. Annual reports etc. these and many
. more enable me to establish the effect of working capitél management on
‘ any organization. |

The following are the data .c.ollected:.

(i) The curatorial background of first Bank Plc.
(i)  Confidential information on working capital management was
extracted from the banks annual report.

History of First bank Plc gave us useful information about the growth and

strength of the Bank.

THE STUDY POPULATION AND SAMPLE
The study population involved a sample of first Bank Plc staff. The
population size in respect of this study is about 136 people (branch) A
questionnaire per branch (iOO) qﬁesﬁonnaire were 1tcovered which covers
74% of the Bank branches. A copy of the questionnaire was given to the

operations manager of each branch. A total number One Hundred were used

as a eample of the nonulation (100) which covers 74% of the population.




MLETHOD OF DATA COLLECTION
The data collected were made to be as recent as possible and covers

mostly three financial period. Questionnaire were distributed among the staff

of bank through special couriers.
A survey of literature was finally undertaken to provide the basis for a

sound comparison between theory and practices various libraries were also

visited.

3.4 METHOD OF DATA ANALYSIS

Data were analysed and presented as they relate to the specific areas

of study.

Table and percentage data were used in specific cases especially on

the effect of working capital for illustration and observation in other to know

the effectiveness and efficiency on the Bank performance.




'~ CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS

40 INTRODUCTION |

This chaoter is designed to provide into the study and findings and to
equally analyze the questionnaires from respondents from to equally analyze
the questionnaire from respondents from the research done. So many data
and information have been gathered into sub-éroup through questionnaires
interview, use of frequency counters converted into percentages by
computations. It is from this that 'intelpretatioﬁs wére made.

Table of computed results are presented for specific finding following by the

interpretations.

4.1 PRDECENTATION ANIT
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TABLE 1: Working capital is the excess of current asset over liabilities.

RESPONSES FREQUENCY PERCENTAGE
Disagreed 9 9%

Agreed 90 90%

Undecided 100 100%

SOURCE-FIELDWORK o

Table 2 shows that 95 respondents out of 100 réspondents strongly
agreed that working capitai function can not be ignored in any banking
business and 5 respondents disagreed. In essence it means that 95% strongly
agreed. The researcher aéreed that working capital function cannot be
ignored in banking businéss; Oyinlola (1982) stated that the roles being

played by working capital can be ignored in any business.
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In conclusion current liabilities.

TABLE 5
What is the type of relationship that exists between current assets

and current liabilities?

RESPONSES FREQUENCY PERCENTAGE
Mutual 100 100%

Non Mutual ’ Nil 90%

Total 100 100%

Sources — Field work
Table 5 above shows that 100 (100%) out of 100 respondents agreed that is
mutual relationship between current assets and current liabilities. The

researcher agreed that there is a mutual relationship between current assets

and current liabilities.

TABLE 6

Working capital management contributes towards effectiveness

and efficient of an organization.

RESRONSES FREQUENCY PERCENTAGE
Disagreed .8 8% |
Agreed .92 | 92%

' Total , 100 ‘ 100%

21




SOURCE — FIELD WORK
Table 6 shows that 8 (8%) respondents out of 100 respondents disagreed that
working capital management contribute towards el‘fetcx1es_$ and éfﬁciency of
an organization and 92 (92%) respondents Agreed.

In conclusion efficient management of working capital could
guarantee the growing concern of the firm. The researcher then concluded

that working capital contribute towards efficiency and effectiveness of the

organization.

RESPONSES FREQUENCY PERCENTAGE
Disagreed 6 6%

Agreed ‘94 94%

“Total 100 100%

SOURCES-FIELD WORK
Table 7 shows that 0(6%) respondents out of 100 respondents

disagreed with the statements that working capital make uses of idle cash
and 94(94%) out of 100 respondents Agreed. The researcher then concluded
that working capital makes use of idle cash for necessary business

!

- TABLE 8

The cffective and efficient management of cash result in the optimum

level of cash resources.

RESPONSES + . FREQUENCY PERCENTAGE
Disagreed ‘ 69 69%
Agreed 31 31%

Total 100 100%




SOURCE-FIELD
Table 8 shows that 69(69%) respondents out of 100 respondents

Agreed with the statement that effective and efficient management of cash

result in the optimum level of cash resources and 31 (31%) out of 100

respondents disagreed.

The researcher then conciuded that eftecuve and eftticient

management of cash result in the optimum level of cash resources

TABLE 9

Working capital assists performance and progress in developing an

organization.

RESPONSES FREQUENCY " PERCENTAGE
Disagreed 100 100%

Agreed : Nil 0.0%

Total 100 100%

SOURCE-FIELD min
Table 9 indicates that 100 (100%) respondents out of 100 respondents

strongly agreed with the statement that working capital can assist
performance and progress in developing an organization. In essence the

researcher supports the notion that working capital assists performance and

progress in developing an organization.




TABLE 10
Working capital management reduces cost of production and

improves high efficiency.

“RESPONSES FREQUENCY PERCENTAGE
Agreed o 60%
Disagreed 24 24%
Undecided 16 | 16%
Total - 100 100%

SOURCES-FIELD WORK
Table 10 shows that 60 (60%) respondents out of 100 respondents

agreed that working capital management reduces service cost and improve
efficiency 14 respondents are not in support of the motion and 12

respondents are undecided.

The researcher then concluded that working capital management

reduces cost and improve efficiency.

TABLE 11

Does your organization face problem in the area of cash management?

RESPONSES | FREQUENCY PERCENTAGE
Yes 54 54%

No 15 | 15%

Undecided 3 1 31%

Total 100 | 100%
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SOURCE-FIELD
Table 11 shows that 54(54%) respondents out of 100 respondents

agreed that their organization faces problems in the area of cash
management, 10 disagreed and 20 respbndents undecided'. ‘

The reséarcher then concluded that the organization faces problem in
the area of cash management in support of 54% of the respondents and the

remaining 46% were not in support as a result of branch differences.

TABLE 12 .

The working capital judgment and decision determine the plans and

development of prospective business.

RESPONSES FREQUENCY PERCENTAGE
Agreed 56 56%

Disagreed £l14 44%

Total 100

SOURCE -FIELD
TABLE 12 shows thé.t 56(56%) out of 100 respondents agreed and the
remaining 44 or 44% respondent disagreed that working capital decisions
and judgment determine the plans and development of prospective business.
The researcher theh concluded that working capital judgment and
decision determine the plans and development of prospective business which

constitute 56% of the respondents.
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4.2 TECHNIQUES APPLIED

Decision-making calls for the use of hypothesis, which suggested
explanation of assumptions as basis of reasoning good or bad decision.
Testing of hypothesis involves the use of statistical techniques namely the

chi-square test to decide which hypothesis is to be accepted or rejected.

Hypothesis no 1 known as null hypothesis, has a correspondence
alternative denoted by HO. rThe null hypothesis will be accepted if the chi-
square value from the analyzed X2, is less than chi-square table value at our
chosen 5% level of signification and a determined degree of freedom (DF).
Here, we would conclude that the observed frequencies do not differ
significantly from the expected ﬁ'equenéies.

If however the evaluated chi-square is higher than chi-square table
value, we will reject the null-hypothesis and accept the alternative.

in this case we wouid conciude that the observed frequencies differ
significantly from the expected frequencies.

The formula for calculating chi-square value.
5z = ©1_ 1y

. | \  Eil
Where X*= Chi-square calculated

O = Observed frequency
E = Expected fréquency’ }

While for degree of freedom we have




Df=g-m
Where: DF = degree of freedom
G = member of components of the observed
M = member of know contract values
Df 2-1=1
Df=1]
From the foregoing the general decision rule decision rule can be
summarized as follows
Accept HO if X* < 9:438
Reject HO if X*>9.438

Where the deference is significant

4.4 TEST OF HYPOTHESIS
" HYPOTHESIS ONE

HO- Working capital manégement has no importance to the First Bank

business performance.

H- Working capital management has great importance to First Bank

business performance.

QUESTION 2: Is used to test for hypothesis. Can working capital
function be ignored in banking business?

FREQUENCY TABLE

Opinion | O, % E, % O-E, (O-E,) [(0O,-E)

Yes 3. i 35 5 -30 900 28.1




From the above tablé, out of the administered questionﬁaires 95% or
100 respondents strongly disagreed with ignoring working capital in any
banking business while l‘emainiﬁg 5 féspondents strongly agree_('j with it.
This is further established through the calculation of X* table.

" ‘I'heretore applying the general value :
Accept Ho if X* <9.438 | " '

The chi-square is significantly level of significant herlce, given the
decision table, the null (Ho) hypothesis which says wc";gking capital
management has no importahce to the First bank business be r'éjected where
X?* is > 9.438. The null hypothesis that working capital management has
great importance to Banking business is acceptance since 55.3 > 9.438.

The above calculation shows that working capital function can not be
ignored in any banking business as eXpressly state in chapter two

NOTE: Expected frequency = (C- 1) R- i)

) @1 -

Were R= Number of work
C = Number of column

1 degree of freedom

A}

HYPOTHESIS TWO
QUESTION 10: Does working capital movement reduces costs of
production and improves high efficiency?

HO - Working capital management does not reduce cost of production and
improves high efficiency.
Hi— Working capital management reduces cost production and improves

high efficiency.
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FREQUENCY TABLE

Opinion | O, % 1B, % O-E, (O-E,) |[(O,-E)
Yes |60 60 40 48 20 400 10.0
X 20.0

From the above table, out of the administered questionnaire 60% or 60
respondents strongly agreed that working capital management reduces cost
of produciivn afd unpiove high efficiency. Which 24(24%)' stroiigly
disagreed with it.

This calculation X* is 20.0
Therefore applying the general value
Accept Ho if X2 <9.438 |

The ch-square is significantly level of significant hencle, given the
decision table, the null "(Ho) hypothesis which say's. working capital
management does not reduce cost of prosecﬁtion and improves high
efficiency be rejected where X? is > 9.438. The null hypothesis that working
capital management has great importance to the Banking business is
accepted since 20.0> 9.438.

The above calculétion shows that working capital function can not be
ignorﬁ;d in any banking business as expressly staté in chapter two
Note: Expected frequency = (C-1) (R-1) |
(2-1) (2-1)
Where R = Number of work “

C = Number of column

1 degree of freedom




- CHAPTER FIVE '
SUMMARY, CONCLUSION AND RECOMMENDATIONS
50 SUMMARY
- This research work is carried out with a view to analyze the effect of
working capital in the banking industry, as a result of the recent banking
reformation in Nigeria. The research work has been focusing on the effect of
working capital on First Banking PLC Kuta Branch study.
In order to-achieve these aims, related literature and journals on the
topics were reviewed from the analysis made in the previous chapters.
We will observe that working capitél is the life blood of ‘evéry business its
importance can not be over-emphasized in establishing any business
organization.
Moreover, the need for adequate management of working capital is
also stressed which is ottributed to the managers function. It would be

observed that dangers of over and under capitalization were spoken of and

on how to solve them.

5.1 CONCLUSION
In reaching soundly based conclusion some pertinent questions were
asked,in this chapter and answers were sought to these questions in order to
evolve useful recommendations. They are:- |
(i) Is there any conscious management of working capital in the firm
under review?
Answer is YES. . _
(i)  Are the any stated policy guiding the management of working capital?

Answer is YES.
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(iii) Are the specific hands saddled with the responsibility of working

capital management?

Answer is: YES.

However, the }foregc')ing conclusion can not be taken to be overall in
application to the conceptualization of working capital because of some

certain constraints encountered and also the study had been limmite to one

organization.
52 RECOMMENDATION

Understanding what working  capital s, its management,
conceptualizations and the need’ for such, the following recommendations
are be considered in relation to working recommendations are to be
considered il‘l relation to working capital when going to investment.

What should be the level of working capital need and how to source
for it? This ensures availability of adequate and appropriate working capital
and ways of resource of funds available to the investors.

It should be noted that having knowing the level of working capital

need in respect of an investment this knowledge will guide us against excess

or under capitalization.

. Moreover, working’capital management should be a responsibility to
be discharged by speciﬁc hands. These hands should be knowledge in the
aspect of financial management and also feedback reporting should be in
place.

This will also protect the working capital from dwindling but keep on

appreciate time to time |
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Department of General Stuaies,

School of Postgraduate Studies,

Federal University of Technol;gy,
; Minna,

Niger State.

Dear Sir/Ma,
THE EFFECT OF WORKING CAPITAL MANAGEMENT ON

PERFORMANCE OF FIRST. BANK OF NIGERIA PLC, KUTA
BRANCH |
I write to request your assistance in completing this questionnaires.

The questionnaires is purely for academic work.

I promise that any information given will be treated with utmost

confidentiality.

Yours faithfully,

Adamu Garba Aliyu

.
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SEéTlON “A” (PERSONAL DATA)
Qualifications of staff filling the questionnaires..........................
Years of working gxpel'ience ‘
(0-5)(C ) (6-10)( H(A1=15(C ) (16-20) ( )
Department/Section.............. ............. LSO ..

Gender: Male ( )  Female( )
Ageinyears (20-25) () (26-30)( ) (31-33)( )

'SECTION “B” RESEARCH QUESTION

What is working capital in a real sehse? :
- This is the excess of the current assets over the current liabilities.

| .Strong'ly disagree () Agreed ( ) Disagree ( ! )

Undefined ()  Strongly Agreed ()

Can working capital function be ignored in banking business?
Strongly disagreed ( )Agreed ()  Undefined ( )

Is working capital function very essential in banking business? '
Strongly disagreed ( ) Agreed () Strongly Agreed ( )

Can current Assets function without current liabilities?

Strongly disagreed () Agreed () Strongly Agreed Disagreed ()
.What is the type of relationship that exist betweén current assets and
current liabilities?

Mutual () None ( )‘

Does working capital maﬁagement contribute towards effectiveness
and efficiency of an organization?

Strongly disagreed ( | ) Agreed () Strongly Disagreed ()
Does working capital make use of idle cash for necessary business?

Strongly disagreeci ( ) Agreed () Strongly Agreed ( )
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10.

-—
-
.

12.

13.

14.

Does vou hank derive any cost or henefit from efﬁcient workino
capital? ; ‘

Strongly Disagreed ( ) Agreéd ( ) Strongly Agreed ()
Does effective and efficient management of cash result in the
optimum level of cash resources? ' |

Strongly Disagreed ( ) Agreed () Strongly Agreed ()

Can working capital assist performance and progress in developing an
organization?

Strongly Agreed () Agreed () Strongly Disagreed ()
Docs working capital managomcent reduccs cost ©
improve high efficiency? |
Strongly Agreed () Agreed () Strongly disagreed ()
Undefined ()

Does your organization face problem in the areas of cash
management?

Strongly Agreed () Agreed () Strongly Disagreed ()
Undefined ()

Does working capital judgement and decision determine the plans and
deveiopment of prospective business?

Strongly Agreed ( | ) Agreéd () Strongly Disagréed ()

In what ways does working capital contribute towards effectiveness
managementofthe‘Bank..............................7 .......................
If you have any other comments, contributions or suggestions as

regiatdg thie topie Plesse INAIBEIE ... ocrermsssmrssnsmyepmessnsssrosonsions was
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