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ABSTRACT 

The lmanagement lof lday lto lday loperations lof lan linstitution lis la lvery lcritical larea lin lthe 

loperations lof lany linstitution land lentails ldecisions land lthe lvaluation lof loperating lassets 

land lfinancing lthe lsaid lassets. l lThis lis lcritical lto lthe llengthy lsurvival lof linstitutions ldue 

lto lthe lfact lit laffects lthe linstitutions lliquidity land lthe lpotential lto lmeet lits lmaturing 

lobligations. lThe lobjective lof lprivate lsector linstitution lsuch las lprivate lprimary lschools 

lis lto lmaximize lshareholders lwealth lwhich lentails lascertaining lthe llevel lof lequilibrium 

lin lterms lof lperformance, lsolvency, lliquidity land lpotency. lMost leducational 

linstitutions lare lafflicted lby lpoor lfinancial lperformance ldue lto ltheir lunique lapproach lto 

lthe lmanagement lof lworking lcapital lwhich linvolves lmore lof laccounts lpayables land 

lreceivables lthan lany lother lworking lcapital lmanagement lpractices. lThe lprimary 

lpurpose lof lthe lstudy lwas lestablishing lthe linfluence lof lworking lcapital lmanagement 

lpractices land lthe lfinancial lperformance lof lprivate lprimary lschools lin lKisumu lcity, 

lKenya. lWorking lcapital lmanagement lwas loperationalized lthrough laccounts lreceivable 

lmanagement, ldebts lpayable lmanagement, lcash lmanagement land linventory 

lmanagement. lThe lresearch lwas lanchored lon lthree lmain ltheories lof lfinancial 

lmanagement lpractices lnamely; lrisk ltrade-off ltheory, loperational lcycle ltheory land 

ltransactional lcost ltheory.The lpopulation lof lthe lstudy lcomprised lall lthe l57 lprivate 

lprimary lschools lin lKisumu lCity lthat lwere lin loperation lbetween l2016 land l2018. lStudy 

ldata lwas lsecondary lin lnature land lwas lobtained lfrom lthe lstatements lof lfinances; 

lstatement lof lincome, lstatements lof lbalance lsheet land l lstatement lof lcash lflow l lthat 

lcover la lperiod lof lthree lyears lbetween l2016 land l2018. lValidity lof ldata lcollection 

linstruments lwas lascertained lthrough la lpilot lstudy lof lthe ldocument lanaylsis lchecklist. 

lAlpha lCoefficient lof lreliability lwas lcomputed.survey lfindings lrevealed la lconsiderable 

lrelationship lbetween laccounts lreceivable lmanagement land lfinancial loverall 

lperformance lof lprivate lsecondary lschools lin lKisumu lCity l(r l= l0.703; lP l< l0.05). lA 

lsignificant lrelationship lwas lrevealed lbetween laccounts lpayable lmanagement land 

lfinancial lperformance lof lprivate lprimary lschools lin lKisumu lcity l(r l= l0.674; lP l<0.05). 

lCash lmanagement lpractices lhad la lsignificant lassociation lwith lfinancial lperformance 

lof lprivate lprimary lschools lin lKisumu lcity l(r l= l0.509; lP<0.05) lwhile linventory 

lmanagement lhad la lweak lbut lpositive lassociation lwith lfinancial lperformance lof lprivate 

lprimary lschools lin lKisumu lcity l(r l= l0.245;P>0.05). lBased lon lthe lstudy lfindings lreveal 

lthat, lorganizations lthat lanalyze ltheir lfinancial lperformance lgain land lretain lcompetitive 

ladvantage lin lthe lmarket lplace. lThis lis lbecause lthrough lsuch lan lanalysis lof lfinancial 

lperformance, lprivate lprimary lschools lin lKisumu lcity lidentify lopportunities lthat 

limprove ltheir loverall lorganizational lperformance. lIt lis lrecommended lbased lon lthe 

lstudy lfindings lthat lprivate lprimary lschools lin lKisumu lCity lshould lcome lup lwith 

lpolicies lfor lprudent lfinancial lmanagement lpractices lthrough lbudgets land lstrict 

ladherence lto llaid ldown lprocedures lin lfinancial ltransactions lto lreduce llosses land 

lmaximize lreturn lon linvestment. l 
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CHAPTER lONE l:INTRODUCTION 
 

1.1 lBackground lof lthe lStudy 

The lobjective lof lworking lcapital lmanagement lis lto lensure lfirms lcontinues lto loperate lin 

lperpetuity land lhave ladequate lcashflow lto lmanage lboth lcurrent land llong lterm ldebt 

lobligations. lThe lmanagement lof lday lto lday loperations lof lan linstitution lis la lvery 

lcritical larea l(Joshi, l1994), lDaily loperations lare labout ldecisions land lthe lvaluation lof 

lthese loperating lassets lnot lforgetting lfinancing lthe lsaid lassets, lthis lis lcritical lbecause lit 

laffects lthe linstitutions lliquidity land lthe lability lto lmeet lits lmaturing lobligations l(Smith, 

l1980) 

The lobjective lof lprivate lsector linstitution lis lto lmaximize lshareholders lwealth l lwhich 

lentails lascertaining lthe llevel lof lequilibrium lin lterms lof lperformance, 

lsolvency,liquidity land lpotency lBrigham l&Ehrhard l(2004). lThe loverriding lobjective lin 

lmanagement lof lcurrent lassets land lliabilities lis lto lensure l lefficiency las lmuch las 

lpossible, lthis lis lachieved lby lminimization lof lunnecessary loperating lassets land 

lmaximization lof linexpensive lshort-term lfinancing, lthe lmanagement lof loperating 

lassets land lshort-term lfinances lis lcommonly lknown las lthe lworking lcapital 

lmanagement lor lshort-term lfinancial lmanagement l(Smith, l1980). l 

The lresearch lwas lunderpinned lby lthree lmain ltheories lnamely; lrisk ltrade-off ltheory, 

loperational lcycle ltheory land ltransactional lcost ltheory. lRisk ltrade-off ltheory lwas 

ladvanced lby lSmith l(1980), lthe ltheory lpostulates lthat lit lis limpossible lfor la lfirm lto lgive 

la lclear lestimate lof l lworking lcapital, lhence la lfirm lmust lbe lable lto lchoose lstages lof 

loutput. lPandey l(2011) ldemonstrates lthat la lfirm lmode lof loperation lpolicy, lincome land 

lrequest lconditions, land loperating lefficiency, lits lquick lassets lrelies lon lits lworking 

lcapital larrangement lwhich lmight ltake lafter lpreservationist lor lforceful lstrategy land 

lthese lstrategies linclude lhazard land lprofit ltrade-offs.. lCash loperating l ltheory l lexplains 
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lhow lto lfind lout lthe ltime lframe lof la lfirm's loperation,basing lon lthe lnumber lof ldays lper 

lstock linvested land laccounts lreceivable lPark land lGladson l(1963). lTransactions lcosts 

ltheory lstudies lthe lactual lcosts laccounting lfor lprovision lof lgoods land lservices land lit 

laccounts lfor lall lthe lcosts linvolved lnamely, lcoordination lcosts, ltransaction lcosts, lsearch 

lcosts land lcontracting lcosts. lInclusion lof lall lthese lcosts lare lconsidered lfor lcomplete 

ldecision lmaking land lnot ljust lthe lpricing lof lthe lschool lterm lfees lbut lits lactual 

lwellbeing l(Williamson,1996). lTransaction ltheory lis labout lthe lbasic ltheoretical 

lframework lthat lanalyses lrelationship lbetween lprimary lprivate lschools land lits lstudents, 

lthe ltheory lstudies lthe ltwo lsides lof lthe ltransaction lprocesses, lone lis labout lwhere lthe 

ltransaction lstarts lup lto lwhere lit lends, lit lalso lfocuses lon lreviewing lon lwhere lthe 

ltransaction lstarts land lalso lexplains lthe ltransaction lcosts lthat lresult lto lan linstitutions lin 

lmanaging lits leconomic lactivities l(Williamson, l1996). 

Therefore, lfor lprivate lprimary lschools lto lsurvive land lreceive lhigh lreturns lon 

linvestment lthere lis la lneed lto lensure l lworking lcapital lis lmaintained. lThe lresearcher lwas 

linterested lin lidentifying lhow lthe ladopted lpolicies lof lthis linstitutions laffect ltheir 

lperformance. lThis lresearch l laimed lat laddressing lthe lworking lcapital lmanagement 

lpractices lthat lprivate lprimary lschools lneed lto loperationalize lso las lto lmeet ltheir 

lfinancing lneeds. lIn ldoing lso lit lwas lof lgreat limportance lto lprivate lprimary lschools lin 

lefficiently land leffectively lfinancing ltheir loperating lactivities lhence lmaintaining la 

lcompetitive ladvantage land laddressing lchallenges lfaced lby lthis linstitutions 

1.1.1 lWorking lCapital lManagement l l 

Working lcapital lmanagement l(WCM) lentails lcontrolling ladequately land leffectively l 

lthe l lcurrent l lliquid lassets land lcurrent lobligations lof la lfirm lso las lto lrealize lgood lreturns 

land lalso lminimizes linstallments lto lits lliabilities. l(Pandey2008). lWCM laims lat 

lensuring l la lfirm l lmeets lits lcurrent land lfuture lobligations lwhen lthey lfall ldue land 
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lmaintaining lthe loptimum lbalance lbetween leach lvariables lof lWCM; laccounts 

lreceivables, laccounts lpayable, lcash lmanagement land llevels lof linventory. lThe lneed lto 

lmaintain leffective lWCM lwithin lPrivate lprimary lschools lremains lvital lto lsolvency land 

lliquidity lof lPPSs l(Peterson, l2012). l 

Effective lWCM linvolves lincorporating lmethods lthat lhelps lalleviate lrisk land lnon 

lrepayment lof lshort-term lobligations lon lone lside land lpreventing lmaking lmore 

linvestments lin lassets lon lthe lother lside lbut lputting lup lmeasures lof lcontrols l lof lcurrent 

lassets land lliabilities l(Lazaridis&Tryfonidis, l2006). lSonia l(2009) lsuggests lthat lWCM 

laccounts lfor lmost lof lthe lfailure lin lprivate lprimary lschools. lA lbig lnumber lof l lprivate 

lprimary lschools ldo lnot loperationalize ltheir lWC lso las lto lenjoy lmaximum lprofit 

l(Geoffrey, l1969). lMost lof lthem ldo lnot lmind labout ltheir lfinancial lposition lbut lonly 

loperate ltheir linstitutions lfocusing lmore lon lcash lreceipts land lbank lbalances l(Sunday, 

l2011). 

This lstudy levaluated lvarious lWCM lpractices land ltheir leffective lapplication lby lprivate 

lprimary lschools; lfor linstance, lthe lcombination lof laccounts’ lpayable lmanagement, lcash 

lmanagement, lcreditors lmanagement land linventoty lmanagement l lin lnormal loperations 

land lmanagement lof lthese linstitutions. lChemis l(2015) lindicated lsome llink lbetween lan 

lentreprise lWCM land lprofitability lnot lsolely lin lthe lshort lrun lbut lalso llong lrun lthat lhave 

lan limpact lon l lthe lgrowth land lsustainability lof lan linstitution. lBetter lmanagement lof 

lWC lis lbelieved lto lmake lcontributions lto lthe lfirm lthrough lways llike lbetter land lshorter 

lcollection lperiods, lbetter lcredit lpolicies, lfavorable lturnover lratios lamong lothers. 
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1.1.2 lFinancial lPerformance 

Financial lperformance lentails lidentifying loperatinal land lfinancial lstatus lof lan 

lorganization lstatements lof laccounts l(pandey, l2008). lThe lmotive lof lthis lfinancial 

lanalysis lwas lto lascertain lthe lperformance land lefficiency lof lthis lfinancial linstitution. 

lThe lanalyst lmeasured lthe lorganization lliquidity, lprofitability land lother lindicators lthat 

lthe lorganization lruns lin la lrational lway, lmaximizing lshareholders lwealth lto lretain 

lcompetitive ladvantage. 

An lorganization lthat lanalyzes lits lfinancial lperformance lremains lkey lfor lmaintaining lits 

lcompetitive ladvantage lin lthe lmarket lplace. lThrough lthis lanalysis lof lits lfinancial 

lperformance, lits lable lto lidentify lopportunities lthat limprove lthe lperformance lat 

lorganizational llevel.The lresearcher lanalyzed lthe lfinancial lperformance lof lprivate 

lprimary lschools lto lascertain lhow lworking lcapital lmanagement lpractices linfluences 

lgrowth. lInstitutions lhold lcash lresources lfor ltransaction lmotives, lfor lexample, lrunning 

lday lto lday lbusiness, lprecautionary lmotives lalso lprovides la lsolution lto lallay lsome 

lunexpected lemergencies, lspeculative lmotives lfor linvestments lin lprofit-making 

lopportunities land lassets l(Pandey, l2008), ltherefore, linstitutions lshould lestablish 

lpolicies lfor lcash lflows land lplan lthe lsame lcash lflows, lthrough lbudgets, lmaking lgood 

luse lof lbank loverdraft, ldeposit laccounts land ltime ltransactions lto lthe lbest lof lcash lflow 

leffects, lan lattempt lto laccelerate lcollections land lslow lup ldisbursement lshould lbe lmade 

lso lthat lmaximum lcash lis lavailable l(Obulemire, l2006). 

Our lstudy lwas lbased lon lReturn lon lAssets l(ROA) las la lmeasurement lfor lthe 

lperformance lof lPPSs las lused lby lother lscholars llike lWanjiku l(2013), lWambugu 

l(2011), land lSadiq l(2017). lROA lputs linto lconsideration lthe lassets lused lto 

loperationalize lthe lbusiness lactivities lwhile ldetermining lwhether lthe linstituition lis lable 

lto lgenerate lreturns lon lthe lassets lrather lthan ldisplaying lbetter lreturns lon lwhat lthey 
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loffer. lThe luse lof lROA las la lmeaure lhelps lthe lmanagement lto lunderstand lthe lassets 

lrequired lto lkeep lthe lbusiness lgoing. lIn la lsense lyou lcan lthink lof lROA las lan lindicator lof 

lhow lefficient lan linstitution lis lmaking lprofit.. 

1.1.3 lWorking lCapital lManagement land lPerformance  

Financing loperating lassets linvolves ldecisions lon ltrade-offs lbetween lrisk land lliquidity. 

lThe llarger lthe lsize lof lliquid lassets, lthe lless llikelihood lof lan linstitution lrunning lout lof 

lcash, leffective lmanagement lof lvarious lcomponents lof loperating lassets, leffective lcredit 

land lcollection lprocedures land linventory lcontrol lhave la lbearing lon lthe lliquidity lof la 

lfirm, lall lfirms lrequire loperating lcapital, lonly ldiffering lin lcomposition lof lthe 

lcomponents land lthe lcontrols land lpolicies limplemented. lThere lis lno luniversally 

laccepted lstrategy lfor lfinancing loperating lcapital; lhowever, lthere lare lprinciples lthat 

laddress lshort lterm lfinancing lpolicies l(Smith, l1980). 

Operating lefficiencies llead lto lthe loptimal lutilization lof lthe lorganization's lresources. 

lWritten lpolicies lrelating lto lworking lcapital lmanagement lcomponents limprove 

lefficiency, lproper land lup lto ldate lrecording lof lthe lworking lcapital lcomponents lrequires 

ladequate land lcompetent lstaff lwho lcan lprepare lreports lto lmanagement lfor lplanning land 

ldecision lmaking, lpreparation lof lall lfunctional land lmaster lbudgets lenables lan 

lorganization lto lchart lits lway lforward land lalso lto lidentify lareas lthat lneed lattention lin 

ladvance l(Deloof, l2003) 

The lcash lreceipts land lpayment lpatterns lalso laffect lthe lworking lcapital lrequirement lof 

linstitutions, lif lnot lproperly lsynchronized, lthe linstitutions lcan lexperience lcash ldeficits 

lwhich laffect ltheir lday lto lday loperations. lThe lrising lprices lmean lthat la lhigher lamount 

lof lworking lcapital lwill lbe lneeded l(Smith, l1980). 

Management lof lshort-term lfinancial lmanagement lis lmoderately lapplied lin lprivate 

lprimary lschools, leven lthough leach lcomponent lhas lsome lform lof lcontrol, lthere lare 
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linefficiencies lin lthe lmanagement lof lthe laccounts lreceivables lin lform lof lfees lcompared 

lto lmanagement lof linventory, lcash lor laccounts lpayables. lPlanning laspect lfor lthe 

lworking lcapital lcomponents lis lnot ladequate lexcept lthe lcash lcomponent, lreceivables 

land lpayables lare lwell lsynchronized land lit lmanifests lthemselves lin loperating 

linefficiencies l(Kungu l& lKimani, l2014). 

Short-term lfinancial lmanagement lin lprivate lprimary lschools lshould lnot lbe 

ldisregarded.Each lworking lcapital lcomponent lshould lnot lonly lhave lwritten lpolicies, 

lbut lsuch lpolicies lshould lbe lstrictly lfollowed land lreviewed lwhere lnecessary lto 

lincorporate lthe lchanging ltrends. lProper lmanagement lof lshort-term lfinancial 

lmanagement lshould lbring lan limprovement lon l loperating lefficiencies. lThis lcan lonly lbe 

lachieved lwhere lup lto ldate lrecords lthat lrelates lworking lcapital lcomponents, lplanning 

lof lcash lflows lthat limproves lcash land lmaintains loptimal llevels lof leach lshort-term 

lfinancial lmanagement lcomponent l(Mulera, l2005). 

Institutions lhave lan lobligation lto lbring lon lboard lcompetent lstaff lwho lare lable l lto lkeep 

lrecords lthat lwill laid lthe lmanagement lin ldecision lmaking land lin lrelation lto loperating 

lassets land lshort lterm lfinancing.systems lshould lbe lincorporated lthat lhelp lin lbudgetary 

lcontrols,computerized laccounting lthat lare lprogrammed lto lguide lcash lreceipts,fees 

lpayment,accounts lpayable land lcash lbudget l l(Obulemire, l2006). 

Deloof l(2003) lheld lthat lan linstitution lwith llarger lrevenues land lhaving lcredit lpolicy 

lwhich lis lnot lstringent lresults lin lhaving llonger land llarger lconversion lcycles, lthe llonger 

land llarger lconversion lcycle lleads lto llower lrevenues, lthe lrelationship lbetween llonger 

land llarger lconversion lcycles land lliquidity lis lthat lit lhas lno limpact lon lthe lliquidity lof la 

lcompany lif lall lother lfactors lare lheld lconstant l(Reheman land lNasir, l2007). 
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1.1.4 lPrivate lSchools lin lKisumu lCity 

Kisumu lhas l57 lprivate lprimary lschools lspread lacross lKisumu lcity. lThese linstitutions 

lserve lboth llocal land linternational lstudents lwho lare lin lsearch lof leducation. lEducation lis 

la lkey lsegment lin lkenyan leconomy,this lhas lled lto lvision l2030 lblue lprint lexperts lon 

lrealizing lthe lneed lfor leducation lsector lto lgrow lto lachieve lthese lobjectives lover la 

lperiod lof ltime.To lrealize lthis ldream lthere lmust lbe lgrowth lin leducation linfrastructure 

land lproper lfunding lof leducation lsystem,which lwill ldepend lon lthe lvariables lthat laffect 

leducation ldevelopment lof lthe linstitutions l(Gok,2012). 

Operationalization lof lthis lprivate lschools lare laffected lby linefficiencies lin lshort-term 

lfinancial lmanagement lof lreceivables lin lform lof lfees,inventory lmanagement, lcash land 

laccounts lpayables. lEfficiency lin lWCM lof lthese linstitutions llargely ldepends lon 

lquantitative ldata lwhich lmust lbe laccurate land ltimely lin lorder lto laid lin lproper ldecision 

lmaking l(Mc llonely, l2000). 

A lgood lnumber lof lthese linstitutions lhave lworking lcapital lpractices, lbut lmost lof lthe 

lpolicies lare lnot lstrictly lfollowed, lthe lpolicies lshould lbe lsychronised lto lincorporate lthe 

lchanging ltrends. lBearing lin lmind lhow lprivate lprimary lschools lcontributes lto lKenyan 

leconomy land lthe lrisks lthey lare lexposed lto lin ltheir llocation. l 

1.2 lResearch lProblem 

When lmanaging lliquidity lis lcritical lfor lall lbusinesses, lif lliquidity lis lnot lwell lmanaged, 

lit lleads lto lshortages lof lcash land lthe lresultant lproblems lof lnot lmeeting lday lto lday 

lobligations. lWorking lcapital lshortages lhas lgenerally lbeen lthe lbiggest lcause lof lfailures 

lof linstitutions lin lmany lcountries l(Rafuse, l1996). lShort-term lfinancial lmanagement lin 

linstitutions lis lcritical las lits laffects ltheir lprofitability land lrisks, land lin lthe lend ltheir 

lvalue l(Smith, l1980). lInvestments lin lshort-term lassets lrepresent la lvery lsignificant 
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lposition lof ltotal lassets, ladditionally, lthere lis lrisk-return ltrade loff; lin lthat lthe loptimal 

llevel lcalls lfor la lbalance lbetween lprofitability land lsolvency lby lreducing lthe lcosts 

lassociated lwith lliquidity, lthe lworking lcapital lmanagement‘s lobjectives lbeing 

lenhancing lprofitability land lliquidity l(Pandey, l2008). 

The lurge lin lmanagement lof lworking lcapital lof lprivate lschools ladequately land 

lefficiently lviable land lcontinuity lin lview lis lwhat lmakes lthe lstudy lto lbase lon. lIn lKenya, 

lmany lprivate lprimary lschools lare lstruggling lto lthrive land lrun ltheir lday lto lday 

loperations leffectively, lMany ldon’t lpractice lworking lmanagement lpractices lwhich lare 

lcritical lfor lbetter lperformance l(kungu, l2014).The lunsecured lnature lof laccounts 

lreceivables lin lthe lmajority lof lprivate lprimary lschool l lin lKisumu lcity lexposes lthem lto 

ldelinquency lrisks lof lslow lfee lpayment land ldefaults. lThe lcosts lassociated lwith 

lreceivables lare lnot ltrivial. lFirst, lthere lis lthe lchance lthat lthe lclient lwill lnot lpay lthe 

larrears, lsecondly, lthe lorganization lhas lto lbear lwith lthe lcost lof lcarrying lreceivables 

l(Ross, l2003). lSlow lfee lpayments land ldebt ldefaults, lin lturn, lare llikely lto lexpose lthe 

lschools lto lfinancial lperformance lproblems lwhich lwould, lin lturn, laffect lthe lquality lof 

leducation lthey loffer.The lchallenges lto lbe laddressed lby lprimary lprivate lschools 

linclude; linadequate lfacilities lfor lteaching land lother lresources, lmismanagement lof 

lscarce lresources, lwastefulness land lunnecessary lcompetition, lmany lheads lof 

linstitutions llack lcapacity lto loversee land laccount lfor lutilization lof lresources, land lmost 

lfinance lofficers lnot lbeing lin lcontrol lof lthe lfinances lof ltheir linstitutions l(Kungu l& 

lKimani, l2014).) 

Globally, lmore lemphasis lhas lbeen lplaced lon laccounting lratios las lpart lof lworking 

lcapital lmanagement lstudies, lbut lvery lfew lof lthem lhave lresearched lon lthe lworking 

lcapital lspecifics. lJohnson l(1970) ldid lhis lresearch lby lexamining lthe lcross-sectional 

lstability lof lratio lgroups lfor lmanufacturersWorking lcapitall lmanagement lis la lvery 
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lcritical laspect lin lany linstitution, land lin lthe lend lmany lorganizations lare lunable lto lget 

ltheir lbasic lworking lcapital lneeds. l 

For llocal lstudies lin lKenya lon lworking lcapital lmanagement lNgaba l(1990) ldid lhis lstudy 

lof lKenyan lsecondary lschools, lthe lconclusion lof lthe lfindings lwas lthat lmany lschool 

llacked lprofessionalism lin lmanaging ltheir lfinances. lNyakundi l(2003) lstudied lshort-

term lfinancial lmanagement lpolicies lon llisted lcompanies lin lKenya, lhis lfindings lheld 

lthat lno lrelationship lexisted lamong lWCM land lprofitability lin lthese lcompanies. lKithii 

l(2008) ldid lhis lstudies lon lcompanies llisted lin lthe lNSE, lthe lfindings lsignificantly 

lshowed lno lassociation lof lprofitability land lcash lconversion lcycle. 

The lresearch lon lthe limpact lof lworking lcapital lmanagement land lfinancial lperformance 

lhas lnot lbrought labout lconclusive lresults. lDue lto lthe linformation lgap land la llot lof 

lmisundertandings lon lvarious lstudies lthat lhave lbeen lstudied lin lthe larea, lit’s l lof lgreat 

limportantance lif lthe lresearcher lin lthis lstudy lbrings lout lclearly linfluence lthat lWCM lhas 

lon lprofitability lof lprivate lprimary lschools lin lkisumu. lThe lresearch ltends lto lcram lthe 

lgap lby lestablishing lWCM lpractices land lprofitability lof lPPS l lin lKisumu lCity. 

The lfollowing lresearch lquestion lwas lanswered lby lthe lstudy: lis lthere lany lrelationship 

lbetween lworking lcapital lmanagement lpractices land lthe lfinancial lperformance lof 

lprivate lprimary lschools lin lkisumu lcity,kenya 

1.3 lResearch lObjectives. 

The lstudy laimed lat lestablishing lthe leffects lof l lworking lcapital lmanagement lpractices 

land lthe lfinancial lperformance lof lprivate lprimary lschools lin lKisumu lcity,Kenya. 

1.4 lValue lof lthe lStudy 

Other lscholars land lacademicians lwould lvalidate lthe lempirical lfindings lof lthe lstudy 

land luse lit las lreference lmaterial. lThey lmay lalso lresearch lthe lrecommended larea lfor 



 

10 
 

lfurther lstudy. lFinally, lthe lprivate linstitutions, lespecially lin lKisumu lCounty, lwill luse 

lthe lstudy lfindings land lrecommendations lto lbetter ltheir loperational lperformances las la 

lresult lof ladopting lworking lcapital lmanagement lpractices. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 
 

 

 



 

11 
 

CHAPTER lTWO: lLITERATURE lREVIEW 

2.1 lIntroduction 

This lchapter lreviews lliterature lthat lis lin lexistence lregarding lWCM land lprivate lprimary 

lschools lprofitability. lIt lalso lpresents lan loverview lof lprior lwork lon lrelated lthematic 

larea lthat lprovided lnecessary lbackground lfor lthe lpurpoe lof lthe lresearch. lThe lchapter 

lspecifically lexamines lthe lliterature lconcerning lthe linfluence lof lworking lcapital 

lmanagement land lperformance, lrelationship lbetween lWCM lpractices land lthe 

lperformance lof lprivate lprimary lschools lin lKisumu lcity. lThis lchapter lends lby 

ldiscussing lin lsummary l lthe lknowledge lgaps l lthe lresearch laims lto lfill. 

2.2 lTheoretical lReview 

This lresearch lwas lguided lby lthree lmain ltheories lwhich lare lthe lmost lquoted lto lexplain 

lthe lphenomenon, lthey linclude lrisk ltrade-off ltheory,transaction lcost ltheory, land 

loperating lcycle ltheory. 

2.2.1 lRisk lTrade-off lTheory 

The ltheory lwas ladvanced lby lsmith l(1980) lwhich lfocuses lon lthe lliquidity-solvency land 

lprofitability ltrade-offs lof lan lorganization. lRisk ltrade-off ltheory lpostulates lthat lit lis 

limpossible lfor la lfirm lto lgive la lclear lestimate lof l lworking lcapital, lhence la lfirm lmust lbe 

lable lto lchoose lwhat lkind lof l llevels lof lcurrent loutput lto lbe lcarried lout. lPandey l(2011) 

lindicates lthat la lfirm lmode lof loperation lpolicy, lefficiency lin loperation land lits lquick 

lassets lholdings ldepends lblue lprint lwhich lmay lfollow lconservative lor laggressive lpolicy 

land lthese lpolicies linvolve lrisk land lreturn ltrade-offs. l 

Trade loff ltheory lwas ladvanced lto lshow lthat lbigger linstitutions lare lnot llikely lto lfail ldue 

lto ldiversification lhence lreduction lof lrisks lon ltheir lprograms land lservices, las ltheir lmain 

lobjective lis lmanaging ltheir lliquidity, land lin lcase lof lhigher linstitutions lof llearning lhave 



 

12 
 

lwider lsources lof lfunds. llarge linstitutions lcan lsource llarge linventories lon lcredit land 

ldelay lin lpayment lof ltheir lsuppliers l(Dash l& lRavipati, l2009).Therefore, ltrade-off 

lbetween lprofitability land lrisk lis lan limportant lelement lin lterms lof levaluation lof llevels 

lof l lWCM lof lan linstitution. lRelationship lbetween lliquidity land lsolvency lis linverse land 

lthe lmain lfindings las lput lforward lby lEljelly l(2004) lfound lout lthat lproper lmanagement 

lof lliquidity lis lto lplan land lcontrol lshort lterm lobligations lin la lway lthat lreduces lmost lof 

lfinancial lrisks land lavoiding lunnecessary linvestment lin lthe lassets.This ltheory lis lof 

lbenefit lin lthis lstudy lbecause lit l lhelped lthe lresearcher lto lunderstand lthat lwhile lthe 

limmediate lsurvival lof lprivate lprimary lschools lin lKisumu lcity lanchors lon lliquidity, lfor 

lits llong lterm lexistence, lgrowth ldepends lon lperformance. l l 

2.2.2 lOperation lCycle lTheory 

The ltheory lwas ladvanced lby lpark land lGladson l(1963). lThe ltheory lstates lthat lliquidity 

lis lbased lon lthe lmeasure lof loperating lactivities lof lthe linstitution land lhas lbeen lof lthe 

lview lthat lorganizations lshould lincorporate lelements llike lcreditors land ldebtors linto lthe 

loperation lcycle lto lenhance lliquidity lmanagement. l(Weston l& lEugene, l1979), laffirms 

lthat lsince lmoney lelements lare lnot linstant, lPrivate lprimary lschool's l lpolicy lon lcredit l 

lposes la lgreat limpact lon lthe ldebtors' lbalances lconcerning lperformance. 

In lshort-term lfinancial lmanagement, lgiving lthe lstudents lrelaxed lcredit lpolicies lmakes 

linstitutions lrevenues lto ldecrease lin lthe lshort lterm lbut lthe lliquidity lwill lbe lincreased lin 

lthe llong lrun. lWhen lthis lanalysis lis lapplied lto lcurrent lasset laccounts lcomponents, lthe 

ltheory lmay lnot ldepict lthe ltrue lpicture las lit lasserts lthat lcurrent lliabilities lhave lno 

limportance lin loperations lof lthis linstitutions. l(Richards l& lLaughlin, l1999) lin ltheir 

lfindings lon loperation lcycle ltheory lon lworking lcapital lmanagement lof lafirm lpostulates 

lthat, lthe luse lof laccounts lpayables lto lfinance lthe lfirm’s lactivities lcannot lbe lignored. 

lBest ldebt lpolicies lexpand lthe lconsumer lbase lat lthe lsame ltime lreducing lthe lliquidity lof 



 

13 
 

lthe ldebt lhence lthis ltheory lremains lvital lin loperations lof lprimary lprivate lschools lin 

lKisumu lcity 

2.2.3 lTransaction lCost lTheory 

The ltheory lwas ladvanced lby lWilliamson l(1975), lhe laffirms lthat ltransactions linfluence 

lconsumer lbehavior lwith lthe ldaily loperations lwithin lan linstitution. lThe ltheory lstates 

lthat lindividuals, lorganizations, letc. lincur lcosts lin lthe lcourse lof ldoing lbusiness 

ltransactions lwithout ltheir lknowledge. lWilliamson l(1975) lreferred lto lthis lcost las la 

ltransaction lcost. lTransaction ltheory lis labout lthe lbasic ltheoretical lframework lthat 

lanalyses lrelationship lbetween lprivate lprimary lschools land lits lstudents, lthe ltheory 

lstudies lthe ltwo lsides lof lthe ltransaction lprocesses, lone lis labout lwhere lthe ltransaction 

lstarts lup lto lwhere lit lends, lit lalso lfocuses lon lreviewing lon lwhere lthe ltransaction lstarts 

land lalso lexplains lthe ltransaction lcosts lthat lresult lto lan linstitutions lin lmanaging lits 

leconomic lactivities l(Williamson, l1996). 

The lwhole lprocess lof linformation lprovision lis lto ladequately lmeet lstakeholder’s lneed 

lfor lmore linformation lin ldecision lmaking l(Mian& lSmith, l1992). lThe lstrategies 

linstitutions luse lis lto lscale ldown lon lthe ltransaction lcosts, lthis lenables lthe linstitutions lto 

lhave lstrategies lwhose lbenefits lare lbelieved lto lbe lmore lthan lthe lcosts, lfor lexample lin 

lmanagement lof linventories, linstitutions lare lkeen lto lminimize lholding land lordering 

lcosts, lin laccounts lpayable linstitutions lwill luse lcheaper lcredit, lit lmeans linstitutions 

linvest lwhere lthere lare lbigger lmarginal lreturns, lthis limplies lless lworking lcapital 

linvestments land lthe llower lthe ltransaction lcosts lthe lbetter lthe lreturns land lliquidity 

l(Howorth& lWesthead, l2013). lThis lmeans lthat lthis ltheory lwas lappropriate lsince lit lwill 

laid lthe lprivate lprimary lschools lwho lincur la llot lof lcosts lunknowingly lto leliminate lextra 

lcosts lbrought labout lby lthe linstitution's lbusiness ltransactions. 
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2.3 lReview lof lEmpirical lStudies 

An lideal lshort-term lfinancial lmanagement lfocuses lon lcontributing lfavorably lto lthe 

linstitutions' lvalue, land larriving lat lthe lideal lworking lcapital, lmanagers lshould lensure 

lthe ltrade-off lbetween lliquidity l(meeting lcurrent ldues) land lperformance lis lgood lat lall 

ltimes. lGanesan l(2007) lin lhis lstudy lrevealed lthat lday‘s lworking lcapital linefficiencies 

lnegatively laffected lthe lfirms' lprofitability lin lthe lshort lrun, lbut lwas lnot lsignificant 

lenough lto lnegatively laffect lthe lfirms' lprofitability. 

Ngaba l(1990) ldid lhis lresearch lon lworking lcapital lmanagement lin lKenyan lsecondary 

lschools lusing la lcase lstudy lof lKikuyu lSub lCounty. lData lcollected lby luse lof 

lquestionnaire land lthe lconclusions lshowed lthe lexistence lof lthe lcash lbudget lin lthese 

lschools. lThe lmajor lsource lof lcash lwas lfees land lcash lcollections lwere lbanked ldaily. lIn 

lreceivables lmanagement, lto lremind lstudents lof loverdue ldebts, lreminder lletters lwere 

lsent lto ltheir lparents land lguardians lurging lthem lto lclear ltheir ldebts. lThe lfindings 

lrevealed la llack lof lprofessionalism lin lthe lmanagement lof lschool lfunds. lIt lalso 

lrecommended lthat lcompetent lpersonnel lto lmanage lschool lfinances 

Simiyu, l(2007) lin lhis lstudy lof lKenyan luniversities lconcluded lthat lthey lhugely 

ldepended lon lnational lgovernment lfunding lfor lmost lof ltheir lbudgets. lThe linstitutions 

lalso lreceive lfunds lfor ltheir lactivities land lresearch lexternally; lthere lhas lbeen la llot lof 

lpressure lon lthese ltraining linstitutions lin lthe lregion lto lreduce ltheir lbudgets land 

lprograms ldue lto la ldecline lin lgovernment lfunding. lThe linstitutions lare ldealing lwith lthis 

lby linstituting la lbroad larray lof lactivities lthat lenable lthem lto lget lextra lresources lto lboost 

lthe llittle lresources lreceived lfrom lthe lexchequer. 

Obulemire, l(2006) lexamined lthe lbudgeting lin lsecondary lschools lnoted lthat lthe lsize lin 

lterms lof lthe lstudent lpopulation ldid lnot laffect lthe loccurrence lof ldeficit lor lsurplus lin lthe 

lschool loperations. lHe lnoted lthat lthe lnumber lof lstudents lin lschools lwas lmostly 
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lconsidered las lthe lkey lbudget lfactor land lmost lschools lhad lno lplans lto llead lthem 

ltowards lthe lattainment lof ltheir lobjectives, lhe lfound lthat lfinance lofficers lwere lnot 

lqualified lto lhold ltheir lpositions lin lschools lbecause lthey llacked lknowledge lconcerning 

lidle lfunds, lcost, land lcash lbalances.Hence, lin la lnutshell lto lcreate lshareholders lvalue, 

lthe lmanagement lshould lcarefully lshorten lCCC ltill lthe laccomplished llevel. lThese 

lstudies lconcur lwith lthose lof lTeruel land lSolano l(2007) lwho lfurther lstated lthat lfirms 

lshall lbe lmore lworried labout lWorking lCapital lManagement las lit lcan lhelp, lthrough 

lreducing lthe lCCC lto lits lminimum llevel. lMathuva l(2010) lalso lmade lthe lsame lfindings 

lof la lnegative lcorrelation lfurther lstating lthat lthe lnegativity lcould lbe lbecause 

lminimizing lthe linvestment lin lcurrents lassets lcan lboost lthe lprofits lfor lthe lfirm. lHe 

lconcluded lthat lthis lwould lensure lthat lliquid lcash lis lnot lmaintained lin lthe lbusiness lfor 

ltoo llong land lis lused lto lgenerate lprofits. lWilliamson l(1996) lstudied lways, lin lwhich 

lshort-term lfinancial lmanagement lis lmanaged, lthis lis lbecause lof lthe lgreat 

lconsequences lit lhas lon lthe lsolvency lof lany linstitution, lhis lstudy lwas lsupported lby 

lother lstudies lsuch las l(Obulemire, l2006), lthe lstudy lshowed lthat lcertain lLevels lof 

lworking lcapital lrequirements lare lpotentially lprofit-maximizing, lother lstudies lshowed 

lworking lcapital lmanagement limpacts lon lday lto lday lactivities lof linstitutions land lare 

lgeared lto lincrease ltheir lliquidity 

2.4 lSummary lof lLiterature lReview 

Williamson l(1996) lstudied lways, lin lwhich lshort-term lfinancial lmanagement lis 

lmanaged, lthis lis lbecause lof lthe lgreat lconsequences lit lhas lon lthe lsolvency lof lany 

linstitution, lhis lstudy lwas lsupported lby lother lstudies lsuch las l(Obulemire, l2006), lthe 

lstudy lshowed lthat lcertain lLevels lof lworking lcapital lrequirements lare lpotentially 

lprofit-maximizing, lother lstudies lshowed lworking lcapital lmanagement limpacts lon lday 
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lto lday lactivities lof linstitutions land lare lgeared lto lincrease ltheir lliquidit. lHis lstudy lnoted 

lthat lmany linstitutions lhave lvarying lneeds lof lworking lcapital las lmany lwill lmaintain la 

lcertain llevel lof lworking lcapital lto lenable lthem lto lmeet ltheir lday lto lday lrequirements. l 

Zariyawati let lal l(2009) lin lhis lsurvey lregarding lrelationship lbetween lCCC land 

lprofitability lsampled l1625 lfirms lfor lthe lperiod lof lfour lyears lbetween l1996-2006 lin 

lmanufacturing lcompanies lin lmalasyia.The lfindings lprovided lrevealed l lno lrelationship 

lof lany lmagnitude lexisted. lThus lit lwould lbe ldifficult lto lassume lthey lalso ldepict lsimilar 

lresults lcompared lto lprivate lprimary lschools. 

Thus, lthe lpresent lstudy lsought lto lstuff lthe lgap land lexplore lthe leffects lof lworking 

lcapital lmanagement land lprofitability lof lprivate lprimary lschools lin lKisumu lcity. 
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2.5 lConceptual lframework 
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Figure l2.5 lconceptual lModel 

 

 

 

 

 

 

 

Accounts lreceivable lmanagement 

• Accounts lcollection lperiod 

 

 

 

Accounts lpayables lmanagement 

• Accounts lpayables 

 

 

 

Cash lmanagement 

• Cash lconversion lcycle 

 

 

Inventory lmanagement 

• Inventory lturnover 

 

RETURN lON lASSETS 

            Independent Variable 



 

18 
 

CHAPTER lTHREE:METHODOLOGY 
 

3.1 lIntroduction 

This lchapter lpresents lthe lresearch lmethodology lthat lwas lused lin lthe lstudy.it lentails 

lresearch ldesign, ltarget lpopulation, lsample land lsample ldesign,data lcollection 

lprocedures,data lanalysis land l lpresentation lof lthe lfindings. 

3.2 lResearch lDesign 

The lresearch lused llongitudinal ldescriptive lresearch ldesign, lthe lreason lbeing lthat lboth 

lthe lresearcher l lconducted l lseveral lobservations lof lthe lsame lsubject lover laperiod lof 

ltime lsometimes llasting lmany lyears. 

3.3 lTarget lPopulation 

A ltarget lpopulation la lgroup lof lthe lpopulation lthat lshare lcomparable lcharacteristics land 

lis lrecognized las lthe lintended laudience lfor la lproduct, lrefference lor lresearch. l(cooper 

land lschindler,2013) l.The lpopulation lof linterest lin lthis lstudy lwas l lall lprivate lprimary 

lschools loperating lwithin lKisumu lcity, lfor la lduration lof lthree lyears lfrom l2016 lto l2018, 

lthis lgives lan lentire lpopulation lof l57 lprivate lprimary lschools.This lnumber lwas 

lobtained lfrom lthe lministry lof leducation ldatabase lKisumu lcounty l(Gok,2014) 

3.4 lSample lDesign  

The lstudy lwas lbased lon lfinancial lreports land lstatements lof lprivate lprimary lschools lin 

lKisumu lcity lfor la lperiod lof lthree lyears land lespecially lthose lthat l lhave lbeen lon 

loperations lsince l2016 l– l2018. lThe lstudy lwas la lcensus lsurvey, lin lwhich lall lthe lPrivate 

lPrimary lschools lin lKisumu lcity lwere lstudied, lany lnew lprivate lschool lduring lthe lperiod 

 



 

19 
 

lof lstudy lwas lnot lincorporated lin lthe lsample ldue lto lthe lunavailability lof lpast lhistorical 

ldata. 

3.5 lData lCollection 

The lresearcher lpoint lof lfocus lwas lon lthe lsecondary ldata lwhich lwas lgotten lfrom lthe 

lstatement lof lfinances l; lstatementof lincome l,statements lof lbalance lsheet land lstatement 

lof lcash lflow lthat lcovers la lperiod lof lthree lyears lobtained lfrom lprivate lprimary 

lschools.This l lhelped lthe lresearcher lto laccurately lmeasure lthe leffect lof lworking lcapital 

lmanagement lpractices ladvanced lby lthese linstitutions. l 

3.6 lData lAnalysis 

This lis la lprocedure lof lchecking, lremodeling land lmodeling lfacts lwith lthe lintention lof 

ldiscovering lbeneficial linformation, linforming lconclusion land laiding ldecision-making 

lin lphrases lof lthe lrespondents ldefinition lusing lpatterns,themes land lcategories 

l(Gay,1992).The ldata lfor lthis lstudy lwas ltherefore lscruitinized lthrough ldescriptive land 

linferential lstatistics.Tabulation, lgraphical l lpresentations lwere l lused lto lpresent lresults 

lso las lto lgive la lclear lpicture land lunderstanding las lwell las lanalysis. l(SPSS),version l20 

lsoftware lwas lalso lused lto lanalyse ldata lusing lreliable lstatistical lcalculations land lthe 

linterpretation ldone lwith lthe laid lfrom luniversity lof lNairobi lICT lpersonnel. 

Multiple lregression lwas lused lto lanalyze ldata lto lascertain lthe leffects lof lworking lcapital 

lmanagement lpractices lvariables lon lthe lprivate lprimary lschools' lfinancial lperformance, 

lit ltook lthe lfollowing lequation. 

Yit l= lβO+ lβ1 lACPit l+ lβ2 lAPPit l+ lβ3 lCMPit l+ lβ4 lITPit l+ lε 

Where: 

Y: lReturns lon lAssets l(ROA) lto lmeasure lof lprivate lprimary lschools lperformance 
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Yit: lAre lthe lReturns lon lassets lof lprivate lschools li lat ltime lt l(i=1, l2 l….57 lprivate 

lprimary lschools). 

β0, l1.... l3: lrepresentation lof lconstracts lthe ldirection lto lwhich leach lvariable linfluences 

lfinancial lperformance lof lthe lprivate lprimary lschools. 

ACP: lThe laverage lcollection lperiod ldemands 

APP: lThe laverage lpayment lperiod l 

CM: lCash lmanagement lproxy lmeasured lby lcash lconversion lcycle 

ITP: lThe linventory lturnover lperiod 

ε: lThe lerror lterm 

Xit: lThe lvarious lindependent lvariables lof lprivate lprimary lschools l‘i’ lat ltime‘t’. 

t: l l l l l l l lIs lthe lTime l= l1, l2 l……3 lyears 

To lcomplete lthe lregression lanalysis,WCM lpractices lwere lanalyzed lusing lcorrelation 

lanalysis land lprimary lprivate lschools' lfinancial lperformance. lTest lof lsignificance lwas 

ldone lon lthe lvariables lusing lt-test lat la l95% llevel lof lsignificance. 
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CHAPTER lFOUR l: lDATA lANALYSIS, lRESULTS lAND 

lDISCUSSION 

4.1 lIntroduction  

The lchapter lcontains ldetails lof lstatistical lanalysis, lpresentation land ldiscussion. lData 

lpresentation lis lorganized lfrom l4.2 lto l4.4 lbased lon lthe lobjective lof lthe lstudy. 

4.2 lResponse lRate land lCharacteristics lof lthe lRespondents. 

The lstudy lpurposed lto lanalyse lfinancial lreports lin l57 lprivate lprimary lschools lthat lwere 

loperational lduring lthe l3 lyear lperiod lbetween l2016 land l2018. lOut lof lthe l57 ltageted 

lprivate lprimary lschool, l47 ltook lpart lin lthe lstudy lproviding la lresponse lrate lof l82.45%. 

lAccording lto lCreswell l(2014),over l82% lreponse lrate lis lgreat lmerit lfor lpurposes lof 

lputting ltogether lall lfindings lfrom lthe lsample lonto lthe lentire lpopulation lfrom lwhich lthe 

lsample lwas ldrawn. 

4.3 lDescriptive lStatistics lon lWorking lCapital l lManagement lPractices l 

The lanalysis lproduces ldescriptive lstatistics lwhich lhighlight lthe lmeans lof lthe lstudy 

lvariables lrelating lto lfinancial lmanagement lpractices. lThe linstitutions lhad lan laverage 

laccounts lreceivable lmanagement lof l47 ldays, lwhile lthe laverage laccounts lpayable 

lmnament lof l51. lThe lcash lmanagement lwas lon laverage l45 ldays lwith lthe linventory 

lmanagement lbeing l41. l 
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Table l4.1: lDescriptive lStatistics lfor lFinancial lManagement lPractices. 

 

 l l l l l l l l l l l l l l l l l l l l l l l l l lROA l l l l l l l l l l l l l l l l l l lARM l l l l l l l l l l l l l l l lAPM l l l l l l l l l l l l l l l lCM l l l l l l l l l l l l l l l l l l lIM l l l l l l l l l l l l l 

N57 l l l l l l l l l l l l l l l l l l l l47  l47 l l l l l l l l l l l l l l l l l l l l47 l l l l l l l l l l l l l l l l l l l l l47 l l l l l l l l l l l l l l l l l l l l47 

Mean l l l l l l l l l l l l l l l l.3768 l l l l l l l l l l l l l l13.185375 l l l l l l l l l l l l l118.677025 l l l l l l l156.346916 l l l l l l l l l50.8552 l 

Std. lDeviation l l.2158016 l l l l l l l l l16 l.3320615 l l l l l l l l l l l67.0857684 l l l l l l88.8318474 l l l l l l l136.1477 

Minimum l l l l l l l l l.06 l l l l l l l l l l l l l l l l l l l l l l l.0000 l l l l l l l l l l l l l l l l.0000 l l l l l l l l l l l l l l l l.0000 l l l l l l l l l l l l l l l l l l-149.0417 l l l l l l l l l l 

Maximum l l l l l l l l.8335.0400 l l l l l l l l l l l l35.0400 l l l l l l l l l l l238.5640 l l l l l l l l l l l365.0000 l l l l l l l l l l l l365.0000 l l l l l l l 

l l l l 

Table l4.1 labove lshows lthat lthe laverage lReturn lon lAssets lfor lthe lobservation lsampled 

lfrom l57 lPrivate lprimary lschools l37.68% lwith la lstandard ldeviation lof l0.216 lvarying 

lfrom la lrange lof l.6% lto la lmaximum lROA lof l83%. lThe lAverage lCollection lPeriod lis 

labout l13 ldays l(Std. lDeviation lAlmost l16 ldays) lwith lmaximum lcollection lof l35 ldays 

land lminimum lof lless lthan l1day. 

The lAverage lPayment lPeriod lis lalmost l119 ldays l(Std. lDeviationalmost l67days) lwith 

lmaximum lsupplier lpayment lof l239 ldays land lminimum lof l0 ldays. lThe laverage lage lof 

linventory lis lalmost l156 ldays l(Std. lDeviation lAlmost l89days) lwith lmaximum lstock 

lholding lof l365 ldays land lminimum lof lless lthan la lday. l 
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4.4 lInferential lstatistics l 
Table l4.2 lPearson lProduct lMoment lCorrelation lcoefficient lfor lthe lStudy 

lConstructs 

 ARM APM CM IM FINANCIAL 

lPERFORMANCE 

l 
ARM 1     l l l l l l l 

APM .651** 1    

CM .539** .517** 1   

IM .422 .563** .461 1  

FINANCIAL 

lPERFORMANCE 

l 

.703** .674** .509** .245 1 

 

Study lfindings lin ltable l l4.4 lpresent lPearson lcorrelation lfor lthe linfluence lof lWCM 

lpractices lon lfinancial lperformance lof lPPS lin lKisumu lcity. lStudy lfindings lreveal la 

lsignificant lrrelationship lbetween lAccounts lreceivable lmanagement land lfinancial 

lperformance lof lprivate lsecondary lschools lin lKisumu lCity l(r l= l0.703; lP< l0.05). lA 

lstatistically lsignificant lrelationship lwas lrevealed lbetween laccounts lpayable 

lmanagement land lfinancial lperformance lof lprivate lprimary lschools lin lkisumu lcity l(r l= 

l0.674; lP l< l0.05). lCash lmanagement lhad la lsignificant lrelationship lwith lprofitability lof 

lprivate lprimary lschools lin lKisumu lcity l(r l= l0.509; lP l< l0.05) lwhile linventory 

lmanagement lhad la lweak lbut lpositive lrelationship lwith lfinancial lperformance l(r l= 

l0.245;P>0.05). 
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4.5 lDegree lof lAccounts lReceivable lManagement lon lFinancial lPerformance l 

The lresults lfor lregression lanalysis lwith laccounts lreceivable lmanagement las la lpreditor 

lof lfinancial lperformance lin lprivate lprimary lschools lin lkisumu lcity las lshown lin ltable 

l4.5. l 

Table l4.3: lSummary lfor lAccounts lReceivable lManagement land lFinancial 

lPerfformance. 

 

Model R R lSquare 

Adjusted lR 

lSquare 

Std. lError lof

lthe lEstimate 

Durbin-

Watson 

1 .442a .195 .192 .81742 1.720 

a.(Constant), lAccounts lreceivable lManagement 

b. lFinancial lPerformance l 

Source: lResearch lData l(2019) 

From ltable l4.5, lthe lvalue lof lR lsquared lwas l0.195 lthis lshow lthat laccounts lreceivable 

lmanagement lexplains l19.4 l% lof lvariation lin lfinancial lperformance lof lprivate lprimary 

lschools lin lKisumu lcity. l 

4.5.1 l lANOVA lResults lfor lAccounts lReceivable lManagement land lFinancial 

lPerformance. 
 

ANOVA lfor lthe llinear lmodel lwas lperformed lto ldetermine lbest lof lfit lfor lthe lmodel 

lused lin lthe lresearch. l 
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Table l4.4: lANOVA lResults lfor lAccounts lReceivable lManagement land lFinancial 

lPerformance. 

 

Model 

Sum lof

lSquares Df Mean lSquare F Sig. 

1 Regression 48.089 1 48.089 71.972 .000a 

Residual 198.447 297 .668   

Total 246.536 298    

a. lPredictors: l(Constant), lAccounts lreceivable lManagement 

b. lDependent lVariable: lFinancial lPerformance l 

Source: lResearch lData l(2019) 

Analysis lof lvariance lfor lthe llinear lmodel lgiven lin ltable l4.6 lof laccounts lreceivable 

lmanagement land lfinancial lperformance lshows lF lvalue lof l71.792 lthat lis lsignificant lat 

l99% lconfidence llevel lwith la lP lvalue l= l0.000 lthis lmeans lmodel lis lsignificant lin lthe 

lprediction lof lfinancial lperformance lof lprivate lprimary lschools lin lKisumu lcity. l 

4.5.2: lCoefficients lfor lAccounts lReceivable lManagement l l l l l l l 

The lCoefficients lfor laccounts lreceivable lmanagement las la lpredictor lof lprofitability lof 

lprivate lprimary lschools lwere lcomputed lto lestablish lthe ldegree land ldirection lof 

lassociation land las lcaptured lin ltable l4.7: l l l l l 
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Table l4.5: lCoefficient lfor lAccounts lReceivable lManagement land lFinancial 

lPerformance l 

 

Model 

Unstandardized 

lCoefficients 

Standardized 

lCoefficients 

T Sig. 

Collinearity 

lStatistics 

B Std. lError Beta ToleranceVIF 

1 (Constant).748 .124  6.019 .000   

ARM .496 .058 .442 8.484 .000 1.000 1.000 

 
Source: lResearch lData l(2019) 
 
The lVIF lvalue lin lthe labove ltable lis lless lthan l10 lso lhence lno lmulticollinearity lproblem. 

lRegression lanalysis lmodel lcoefficients lshows lthere lis la lbeta lco-efficient lof l0.496 lfor 

laccounts lreceivable lmanagement lwith la lP lvalue l= l0.000 lthat lis lless lthan l0.05 lthus la 

lpositive land lsignificant lrelationship. lThe l lequation lis lpresented las lshown lbelow: l 

Y l= l0.748 l+ l0.496 lARM: l lWhere l: 

Y l=Financial lPerformance l 

ARM lis laccounts lreceivable lmanagement. 

4.6 lEffect lof lAccounts lPayable lManagement lon lFinancial lPerformance l 

The lresults lfor lregression lanalysis lwith laccounts lpayable lmanagement las la lpreditor lof 

lfinancial lperformance lof lprivate lprimary lschools lin lkisumu lcity lare lpresented lin ltable 

l4.6. l 

4.6.1 lRegression lAnalysis lbetween lAccounts lPayable land lFinancial lPerformance l 

Study ldata lrelating lto laccounts lpayable lwas lsubjected lto lregression lanalysis lto lpredict 

lperformance lof lprivate lprimary lschools lin lKisumu lCity land lfindings lgiven lin ltable 

l4.8. 
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Table l4.6:Summary lmodel lfor lAccounts lPayable lManagement land lProfitability. 

 

Model R R lSquare 

Adjusted lR

lSquare 

Std. lError lof

lthe lEstimate 

Durbin-

Watson 

1 .323a .165 .159 .86210 1.842 

Source: lResarch lData l(2019) 

The lvalue lR lsquared lwas l0.165 lwhich lindicates laccounts lpayable lexplaining l16.5% l 

lvariation lin lfinancial lperformance lof lprivate lprimary lschools lin lKisumu lcity. l 

4.6.2 lANOVA lResults lfor lAccounts lPayable lManagement land lFinancial 

lPerformance. 

ANOVA lfor lthe llinear lmodel lwas lperformed lto ldetermine lthe lbest lof lfit lfor lthe lmodel 

lused lin lthe lstudy. lFindings lare lpresented lis lpresented lin lTable l4.9. l 

 

 

 

 

 

 

 

 

 

Table l4.7: lANOVA lResults lfor lAccounts lPayable land lFinancial lPeformance. 

 

Model 

Sum lof

lSquares Df Mean lSquare F Sig. 
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1 Regression 25.799 1 25.799 34.712 .000a 

Residual 220.737 297 .743   

Total 246.536 298    

 

a. lPredictors: l(Constant), lAccounts lPayable lManagement 

b. lDependent lVariable: lFinancial lPerformance 

Source: lResarch lData l(2019) 

F l- lvalue l= l34.712 lmeaning lis lsignificant lat l99% lconfidence llevel lwith lp lvalue l= l0.000 

lwhich lmeans, lthe loverall lmodel lis lsignificant lin lthe lprediction lof lfinancial 

lperformance l lof lprivate lprimary lschools. lThe lstudy ltherefore lshows lthat laccounts 

lpayable lsignificantly linfluence lfinancial lperformance lof lprivate lprimary lschools lin 

lKisumu lcity. l 

4.6.3: lCoefficients lResults lfor lAccounts lPayable land lFinancial lPerformance. 

The lCoefficients lfor laccounts lpayable las la lpredictor lof lfinancial lperformance lwere 

lcomputed lto ldetermine lthe ldegree land ldirection lof lassociation land lfindings lare 

lcaptured lin ltable l4.10: l l l 

 

 

 

 

 

Table l4.8: lCoefficients lfor lAccounts lPayable land lFinancial lPerformance. 

Model 

Unstandardized 

lCoefficients 

Standardized 

lCoefficients 

T Sig. 

Collinearity lStatistics 

B Std. lError Beta Tolerance VIF 
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1(Constant) 3.224 .260  12.420 .000   

APM .381 .065 .323 -5.892 .000 1.000 1.000 

a: lDependent lVariable: lFinancial lPerformance. 

Source: lResearch lData l(2019) 

The l, laccounts lpayable lcontribute lsignificantly lto lthe lmodel. lThe lequation lis lpresented 

las lfollows: 

Y l= l3.224 l+ l0.381AT l+ lε; lWhere lY l=Financial lpeformance, l 

APM lis lAccounts lpayable lManagement 

And lε lis lthe lerror lterm 

The labove lequation lshows lthat la lunit lchange lin laccounts lpayable lmanagement lresults 

lin l0.381 lunit lchanges lin lfinancial lperformance lof lprivate lprimary lschools lin lkisuku 

lcity lwhen lholding lall lother lfactors lconstant. 

4.7 lCash lManagement land lFinancial lPerformance. 

The lresults lfor lregression lanalysis lwith lcash lmanagement las la lpredictor lof lfinancial 

lperformance lare lpresented lin ltable l4.11 

 

 

 

 

 

Table l4.9:Model lSummary lfor lCash lManagement lPractices land lFinancial 

lPerformance l 
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Model R R lSquare 

Adjusted lR 

lSquare 

Std. lError lof

lthe lEstimate 

Durbin-

Watson 

1 .472a .287 .283 .81742 1.684 

a: lPredictors: l(Constant), lCash lManagement lPractices 

b: lDependent lVariable: lFinancial lPerformance 

Source: lResearch lData l(2019). 

From ltable l4.11, lthe lvalue lof lR lsquared lwas l0.287 lwhich limplies lthat lcash 

lmanagement lpractices lexplains l28.7 l% lof lthe lvariance lin lfinancial lperformance lin 

lprivate lprimary lschools lin lKisumu lcity. l 

4.7.1 lANOVA lResults lfor lCash lManagement land lFinancial lPeformance. 

ANOVA lfor lthe llinear lmodel lwas lperformed lso las l ldetermine lthe lbest lof lfit lfor lthe 

lmodel lused lin lthe lstudy. l 

Table l4.10: lANOVA lresults lfor lCash lManagement lPractices land lFinancial

lPerformance. 

Model Sum lof lSquares Df Mean lSquare F Sig. 

1 Regression .174 1 .174 .210 .661a 

Residual 246.362 297 .830   

Total 246.536 298    

a: lPredictors: l(Constant), lCash lManagement lPractices 

b: lDependent lVariable: lFinancial lPerformance l l 

Source: lResearch lData l(2019). l 
 
ANOVA lfor lthe llinear lmodel lshown lin lTable l4.12 lfor lcash lmanagement lpractices land 

lfinancial lperformance lhas lan lF l- lvalue l= l0.21 lwhich lis lnot lsignificant lwith la lP lvalue l= 

l0.661 lmeaning lthat lthe lcash lmanagement lpractices lin lprivate lprimary lschools lin 

lKisumu l lcity lwas lnot lsignificant lin lthe lprediction lof lfinancial lperformance. lThe lstudy 
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ltherefore lshows lthat lthere lwere lno lprudent lfinancial lmanagement lpractices lin lprivate 

lprimary lschools lin lKisumu lcity. l 

 l4.7.2: lCoefficients lfor lCash lManagement land lFinanacial lPerformance l l l l l l l l 

The lCoefficients lfor lcash lmanagement lpractices las la lpredictor lof lfinancial 

lperformance lwere lcomputed lto ldetermine lthe ldegree land ldirection lof lassociation land 

lits linterpretations l. 

 

Table l4.11: lCoefficients lfor lCash lManagement lPractices land lFinancial 

lPerformance 

 

Model 

Unstandardized 

lCoefficients 

Standardized 

lCoefficients 

T Sig. 

Collinearity 

lStatistics 

B Std. lError Beta Tolerance VIF 

1 (Constant) 1.614 .244  5.591 .000   

CMP .233 .173 .019 .487 .599 1.000 1.000 

a: lDependent lVariable: lFinancial lPerformance 

Source: lResearch lData l(2019) 
 
The lequation lis lpresented las lfollows: 

Y l= l1.614 l+ l0.233CMP: l lWhere l: 

Y l= lFinancial lPerformance l 

 lCMP lis lCash lManagement lPractices. 

The lregression lequation lshows lthat la lunit lchange lin lcash lmanagement lpractices lresults 

lin l0.233 lunit lchange lin lfinancial lperformance l 

4.8 lInventory lManagement land lFinancial lPerformance. 
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The lresults lfor lregression lanalysis lwith linventory lmanagement las la lpredictor lof 

lfinancial lmanagement lare lgiven lin ltable l4.14. 

Table l4.12:Model lSummary lfor lInventory lManagement land lFinancial 

lPerformance l 

 

Model R R lSquare 

Adjusted lR 

lSquare 

Std. lError lof

lthe lEstimate 

Durbin-

Watson 

1 .455a .118 .113 .79435 1.705 

a. lPredictors: l(Constant), lInventory lManagement 

b; lDependent lVariable: lFinancial lPerformance 

Source: lResearch lData l(2019). 

From ltable l4.14, lthe lvalue lof lR lsquared lwas l0.118 lwhich limplies lthat linventory 

lmanagement lexplains l11.8% lof lthe lvariance lin lfinancial lperformance lin lprivate 

lprimaye lschools lin lKisumu lcity. l 

4.8 lInventory lManagement land lFinancial lPerformance. 

ANOVA lfor lthe llinear lmodel lwas lperformed lto lestablish lthe lbest lof lfit lfor lthe lmodel 

lused lin lthe lstudy. lFindings lare lpresented lis lpresented lin lTable l4.15 l. l 

 

 

 

 

 

 

 

Table l4.13 lAnova lResults lfor lInventory lManagement land lFinancial lPerformance 
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Model Sum lof lSquares Df Mean lSquare F Sig. 

1 Regression .189 1 .192 .135 .287a 

Residual 251.593 47 .691   

Total 251.782 48    

 l 

Source: lResearch lData l(2019). l 

ANOVA lfor lthe llinear lmodel lpresented lin lTable l4.14 lfor linventory lmanagement land 

lfinancial lperformance lhas lan lF l- lvalue l= l0.135 lwhich lis lnot lsignificant lwith la lP lvalue 

l= l0.287 lmeaning lthat lthe linventory lmanagement lin lprivate lprimary lschools lin lKisumu 

lcity lwas lnot lsignificant lin lthe lprediction lof lfinancial lperformance. lThe lstudy ltherefore 

lshows lthat lthere lwere lno lprudent linventory lmanagement lpractices lin lprivate lprimary 

lschools lin lKisumu lcity. l 

 l4.8.1: lCoefficients lfor lInventory lManagement land lFinancial lPerformance l l l l 

The lCoefficients lfor linventory lmanagement la lpredictor lof lfinancial lperformance lwere 

lcomputed lto ldetermine lthe ldegree land ldirection lof lassociation l. 

 
Table l4.14: lCoefficients lfor lInventory lManagement land lFinancial lPerformance 
 

Model 

Unstandardized 

lCoefficients 

Standardized 

lCoefficients 

T Sig. 

Collinearity 

lStatistics 

B Std. lError Beta Tolerance VIF 

1 (Constant) 1.597 .276  5.774 .000   

IMP .094 .201 .022 .391 .582 1.000 1.000 

A; lDependent lVariable: lFinancial lPerformance l 

Source: lResearch lData l(2019) 

Y l= l1.597 l+ l0.094CMP: l lWhere l: 



 

34 
 

Y l= lFinancial lPerformance l 

 lIMP lis lInventory lManagement lPractices. 

The lregression lequation lshows lthat la lunit lchange lin linventpry lmanagement lpractices 

lresults lin l0.094 lunit lchange lin lfinancial lperformance. l 

4.9 lOveral lRegression lResults lfor lWorking lCapital lManagement lPractices land 

lFinancial lperformance lof lPrivate lPrimary lSchools. 

The lresults lof lmultiple lregression lwhere lcostructs lof lworking lcapital lmanagement 

lpractices lwere lused lto lpredict lfinancial lperfomance lof lPrivate lPrimary lschools lin 

lKisumu lcity. lThis lgives lthe lcombined leffect lof lthe lindependent lvariables lon lthe 

ldependent lvariable lof lthe lstudy. 

Table l4.15:Model lSummary: lWorking lCapital lManagement lPractices land 

lFinancial lperformance. 
 

Model R R lSquare 

Adjusted lR

lSquare 

Std. lError lof

lthe lEstimate Durbin-Watson 

1 .849a .775 .762 .82031 1.759 

a. lPredictors: l(Constant), lAccounts lReceivable, lAccounts lpayable, lCash lmanagement, 

linventory lmanagement 

b. lDependent lVariable: lFinancial lPerformance l 

Source: lResearch lData l(2019). 

From ltable l4.17 lthe lvalue lof lR lsquare lwas l0.775 limplying lthat lthe lcombined linfluence l 

lof laccounts lreceivable, laccounts lpayable, lcash lmanagement land linventory 

lmanagement 

explains l77.5% lvariation lin lfinancial lperformance lof lpivate lprimary lschool lin lKisumu 

lcity. lThe ltable lshows lthe lautocorrelation ltest lresults lwhich ltest lthe lresidues lfrom llinear 
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lregression las lindependent. lThe lrule lof lthe lthumb lis, lthe lvalue lof lDurbin l- lWatson lhas 

lto lbetween l1.5 land l2.5 lfor lthere lto lbe lno lautocorrelation. l 

4.9.1 lCoefficients lfor lWCM lPractices land lFinancial lPerformance. 

Table l4.18 lshows lCoefficients lof lWCM lpractices land lfinancial lperformance lof lprivate 

lprimary lschools lin lKisumu lcity lin la lside lby lside lcomparison lto lreflect lthe lvariations lin 

ldirection land ldegree lof leffect lof lthe lvarious lindependent lvariables lon lthe ldependent 

lvariable 

 

Table l4.16: lCoefficients: lWorking lCapital lManagement lPractices land lFinancial 

lPerformance. 

 

Model Unstandardized 

lCoefficients 

Standardized 

lCoefficients 

t Sig. Collinearity lStatistics 

B Std. 

lError 

Beta Tolerance VIF 

1 (Constant) 1.462 .408  3.581 .000   

ARM .423 .063 .377 6.678 .000 .829 1.207 

APM .070 .068 .053 1.027 .000 .992 1.008 

CM -.200 .066 -.170 -3.020 .103 .833 1.200 

IM -.164 .062 -.157 -2.911 .059 .815 1.203 

 

 

Source: lResearch lData l(2019) 

Analysis lof lthe lregression lmodel lcoefficients lshows lthere lis la lbeta lco-efficient lof 

l0.423 lfor laccounts lreceivable lmanagement lwith la lp-value l= l0.000 lwhich lis lhighly 
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lsignificant lwithin l95% lconfidence linterval. lThus laccounts lreceivable lhas la lpositive 

lrelationship lwith lfinancial lperformance. lAccounts lpayable lhad la lbeta lcoeicient lof l0.70 

lwith la lp lvalue l= l0.000 limplying lthat laccounts lpayable lsignificantly linfluenced 

lfinancial lperformance. lCash lmanagement lhad la lbeta lcoefficient lof l-0.200 lwith la lp 

lvalue l=0.103 lwhich lis lnot lsignificant lat lwith l95 l% lconfidence linterval. lInventory 

lmanagement lhad la lbeta lcoefficient lof l-0.164 lwith la lp lvalue l= l0.059 lwhich lis lnot 

lsignificant lwithin l95% lconfidence linterval. l 

The loverall lregression lmodel lthen lbecomes 

Y l= l1.462 l+ l0.423AR+ l0.070 lAP l- l0.200CM l– l0.064IM l 

 lWhere lY l=Financial lperformance, l 

AR lis laccounts lreceivable 

AP lis laccounts lpayable 

CM lis lcash lmanagement 

IM lis linventory lmanagement 

4.10 lDiscussion lof lFindings. 

Due lto lthe limportance lof lworking lcapital lin lbusiness lenterprise loperations,its 

lmanagement lcan laccrue lbenefits lto lthe lbusiness lto lgreater lheights. lHowever, 

lmanagement lof lworking lcapital ltends lto lfluctuate lfrom lbusiness lto lbusiness lor 

lindustry lto lindustry ldepending lon lthe lneeds lof lthe lbusiness land lthe laspirations lof lthe 

lshareholders. lFindings lof lthis lstudy lrevealed la lsignificant llink lamid lworking lcapital 

land lfinancial lperformance lof lprivate lprimary lschools lin lKisumu lcity 

In lan leducational lsector lwhere lthe lbusiness lrelies lon lsubscription llike lrevenues, llow lon 

lcapital lintensive lprojects, lthe lmanagement lof lreceivables lis lmuch leasier las lit lcalls lfor 

ldefinite lreceivables lover lcertain lperiods lof ltime. lThe lmajor lsources lof lreceivables lin 

lprivate lprimary lschools lis lthe ltuition lfees, lthus, lthe lchallenge lto lthe linstitution lis lhow 
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lit lis lable lto ltap linto lits lrevenue lbase lregularly. lDue lto lthe lnature lof lthe lbusiness, 

lprivate lprimary lschools lface lfewer lbusiness lrisks lwith lthe lexception lof leconomic 

lshocks lwhich lare lcontingent lon lall leconomic lsectors. l 

The lmajor limportant laspect lof lworking lcapital lmanagement lis lhow lthe lschools lmanage 

ltheir lliquid lassets. lTuition lfees lforms lthe lmajority lof laccounts land lthus lit lis lprone lto 

lbusiness lrisk lposed lby lthe leconomic lfluctuations. lHowever, lprivate lprimary lschools 

lcan lovercome lsuch lrisk lby linstituting lstrategies lthat lmay lincrease lcapacity lutilization. 

lThere lis lalso lneed lfor la laccounts lreceivable lpolicy lthat lwill lprovide lguidelines lon lhow 

ldue laccounts lcan ltranslate linto lworking lcapital. lA lnumber lof laccount lreceivable 

lpractices lare lbeing lused lby lprivate lprimary lschools, lthus lthe lschools lcan lbe lsaid lto lbe 

lapplying lacceptable lstandards lin lits lmanagement lof lworking lcapital. lThis lis ldue lto lthe 

lfact lthat lthis lstudy lrelevaled la lpositive lrelationship lbetween laccounts lreceivable land 

loverall lfinancial lperformance lof lschools. 

In lthe lsame lextent, lprivate lprimary lschools lin lKisumu lcity lare lalso lapart lin ltheir 

lmanagement lof laccounts lpayable lwhich linclude la lpayment lpolicy land ldisbursement 

lpatterns. lThe lacceptance lof lsuch lpractices lcan laid lthe lorganization lin lefficient luse lof 

lcash land lby lextension lensure lgood lmanagement lof lworking lcapital. lThis lis 

lexemplified lby lthe lstudy lhaving lrevaled la l lpositive linterconnection lbetween laccounts 

lpayable land lfinancial lperformance lof lschools. 

With lregard lto linventory lmanagement, lthe lpractices lused lby lthe llearning linstitutions 

lsuch las lprivate lprimary lschools lare ldifferent lfrom lthe lone ladopted lby lbusiness lfirms, 

lin lthat lthese lorganizations lcarry lfew linventory land lthus ltheir lapproache lto lthe 

lmanagement lof lthe linventory lare ldifferent. lDue lto lexistence lof lthe lopportunity lto lcarry 

lessential linventory lwhich lare ldependent lon lthe limmediate lconsumptions, lprivate 

lprimary lschools lare lthus lable lto lgain lfrom lthe lmanagement lof linventory. l 
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CHAPTER lFIVE: lSUMMARY,CONCLUSION lAND 

lRECOMMENDATIONS 

5.1 lIntroduction 

This lchapter lpresents lthe lsummary lof lpredominant lfindings lof lthe lstudy, l lconclusions 

land lrecommendations lon lthe limpact lof lworking lcapital lmanagement lpractices lon 

lfinancial lperformance lof lprivate lprimary lschools lin lKisumu lcity, lKenya land lhighlights 

limportant lsuggestions lfor lfurther lresearch. 

The lgoal l lof lthe lsurvey lis lto lestablish linfluence lof lworking lcapital lmanagement 

lpractices lon lfinancial lperformance lof lprivate lprimary lschools lin lKisumu lcity, lKenya. l 

lFrom lthis loverall lobjective, lthe lstudy laimed lat ldetermining lthe linfluence lof ldebtors, 

laccounts lpayable, lcash lmanagement land lstock lmanagement lon lfinancial lperformance 

lof lprivate lprimary lschools lin lKisumu lcity. l 

5.2 lSummary lof lthe lFindings 

The lstudy lreviewed lsecondary ldata lobtained lfrom lfinancial lrecords lof lprivate lprimary 

lschools lusing la ldocument lanalysis lchecklist. lFrom lthe lreview lof lrelated lliterature, la 

lconceptualization lwas ldone lin lreference lto lworking lcapital lmanagement lpractices land 

lfinancial lperformance lof lprivate lprimary lschools. lThe lhypothesized lassociation lwas 

lthen ltested,and lwas lguided lby lthe lreseach lobjective. l 

The ldocument lanalysis lchecklist lwas ltested lboth lfor lreliability lusing lCronbach’s lalpha 

l(α) land lvalidity l(using lfactor lanalysis lfor lconstruct lvalidity). lThe ldocument lanalysis 

lchecklist lwas lthen lused lto lcollect lseconday ldata lor lthe lstudy. lMultiple lregressions lfor 

la lunivariate lanalysis lwere lconducted. lThe lindependent lvariables lwere ltested lfor lmulti-

collinearity lusing lvariance linflation lfactors lor ltolerance lwhere l lDurbin l–Watson ltest 

lwas lused lto ltest lfor lautocorrelation 
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5.2.1 Influence of Accounts Receivable on Financial Performance  

Study findings reveal a significant rrelationship between Accounts receivable 

management and financial performance of private secondary schools in Kisumu City 

(r= 0.703; P< 0.05). The results for regression analysis with accounts receivable 

management as a preditor of financial management in private primary schools 

revealed an R squared value of 0.195 this show that accounts receivable management 

explains 19.5 % of variance in financial performance of private primary schools in 

Kisumu city. The Coefficients for accounts receivable management as a predictor of 

financial performance  in private primary schools had a VIF value less than 10 

implying no multicollinearity problem. Analysis of the regression model coefficients 

shows there is a beta co-efficient of 0.496 for accounts receivable management with a 

P value = 0.000..  

5.2.2   Influence of Accounts Payable on Financial Performance 

A statistically significant relationship was revealed between accounts payable 

management and financial performance of private primary schools in kisumu city (r= 

0.674; P<0.05). Study data relating to accounts payable was subjected to regression 

analysis to predict performance of private primary schools and findings revealed an R 

squared value of 0.165 which showed that accounts payable explain 16.5% of 

variance in financial performance of private primary schools in Kisumu city. ANOVA 

for the linear model for accounts payable and financial  performance of private 

primary schools had an F - value = 34.712 which is significant at 99% confidence 

level.The study therefore shows that accounts payable significantly influence financial 

performance of private primary schools in Kisumu city. Analysis of the regression 

model coefficients showed  positive beta co-efficient of 0.323 for accounts payable 
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management as indicated by the co-efficient matrix. Therefore, accounts payable 

contribute significantly in explaining financial performance. 

5.2.3 Influence of Cash Management on Financial Performance 

Cash management practices had a significant relationship with financial performance 

of private primary schools in Kisumu city (r= 0.509; P<0.05). The results for 

regression analysis with cash management as a predictor of financial performance 

revealed an R squared value of 0.287 which implied that cash management practices 

explains 28.7 % of the variance in financial performance in private primaye schools in 

Kisumu city. The study therefore shows that there were no prudent financial 

management practices in private primary schools in Kisumu city. The regression 

equation shows that a unit change in cash management practices results in 0.233 unit 

change in financial performance when holding all other factors constant.  

5.2.4 Influence of Inventory Management on Financial Performance 

Pearson product moment correlation coefficient revealed that inventory management 

had a weak but positive relationship with profitability (r= 0.245;P>0.05). The results 

for regression analysis with inventory management as a predictor of financial 

performance  revealed an R squared value of 0.118 which implied that inventory 

management explains 11.8% of the variance in financial management in private 

primaye schools in Kisumu city. The study therefore shows that there were no prudent 

inventory management practices in private primary schools in Kisumu city. From the 

regression coefficents, the study revealed that whe other factors are held constant, a 

unit change in inventory management practices resulted in a 0.094 unit change in 

financial performance.  
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5.3 Conclusions  

Study findings reveal a significant rrelationship between Accounts receivable and 

financial performance of private secondary schools in Kisumu City. The results for 

regression analysis with accounts receivable management as a preditor of financial 

management in private primary schools revealed an R squared value that was 

statisticaly significant. Based on the study finding, a conclusion is made indicating 

considerable relationship between accounts receivable management and financial 

performance of private secondary schools in Kisumu City. 

Study data relating to accounts payable was subjected to regression analysis and 

findings were significant in predicting financial performance of private primary 

schools in Kisumu city.  With regard to findings of the study, it  concluds by showin 

significant relationship between accounts payable management and financial 

performance of private primary schools in Kisumu City. 

Findings of the study further reveaed a that cash management practices had a 

significant relationship with financial performance of private primary schools in 

kisumu city. The results for regression analysis with cash management as a predictor 

of financial management revealed an R squared value that was statistially significant.  

With respet to the study findings, it concludes by showing how cash management 

practices significantly influence financial performance of private primary schools in 

Kisumu City.Pearson product moment correlation coefficient revealed that inventory 

management had a weak but positive relationship with financial performance. The 

results for regression analysis with inventory management as a predictor of financial 

management revealed an R squared value that was significant. Based on the study 

finings, a conclusion is made that inventory management had a weak but positive 

relationship with financial performance in private primary schools in Kisumu City. 
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5.4 Recommendations 

The study recommends that private primary schools should formulate a policy 

framework to inform the best practices in the management of working capital. For 

instance, these institutions hold large amounts of working capital in form of cash. 

These institutions should be able to invest the cash in instruments that generate higher 

returns comparably and stand the likelihood to gain from such investments. 

 The uniqueness of the revenue sources for private primary schools implies that these 

institutions have distinct working capital management practises which have potential 

risks to the sustainability of the institutions in the long run. Due to these, the study 

recommends that the institutions introduce new models of working capital 

management practises that would help mitigate the risk inherent in their revenue 

sources.  

Training programmes should be put in place so that the staff are equipped with skills  

and techniques to be able to assist the management in managing this institutions.  

The finance department should be able to come up with refresher programmes that 

helps in raising the level of awareness on the role of working capital management in 

this institutions. The overall sustainability of these institutions is pegged at the ability 

of the management to efficiently manage their revenue streams.  

5.4.1 Policy Recommendations  

Investors in private primary schools need to consider drafting financial management 

regulations for the sector in order to manage the variances in the admission of pupils. 

These regulations should inform the number of such schools that can be setup in 

specific localities so that institutions have a consistent and sufficient number of 

admissions per year. Having an open and unregulated number of institutions 

significantly reduces the admissions and thus reduce the amounts of revenue earned 
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by these schools leading to poor financial performance and unsustainability in the 

sector. 

5.5 Limitations of the Study 

The study was limited to the following number of issues that may influence results but 

which the researcher had no control over them; non reluctance by the management to 

avail their financial statements for analysis but provided information after being 

assured of the confidentiality as the data being collected was for research purpose 

only,some private primary schools have no clear records of their financial data hence 

a bit tricky to analyse their data. 

5.6 Recommendations for Further Research  

The study should incorporate other private institutions of learning so as to give 

comprehensive results  of this institutions. 

This study was limited by the reluctance by some private primary schools to avail 

financial data for analysis. In this regard,other data collection techniques should be 

incorporated so as to give the best comprehensive results. With an enhance response 

rate, the researchers may come up with more comprehsnive results.  
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