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ABSTRACT 

Small and Medium Enterprises play a gr at role in the development of any economy 

and mostly in the developing untrk: . ffi icnt working capital management is an 

integral part of the o ernll firm's stratc ' t improving the firm's value. The 

objective of this r d t rmine the relationship between working capital 

mnnugcu1 ·ut 111 i 1 r lnu llit of small and medium enterprises in Nakuru 

I1HIIIidp·11ity 

1 hl! ·tud) elected ample of 61 small and medium enterprises for a period of five 

'ear (-006 -20 l 0) v ith a total of 305 observations. The data for the study was 

collected from secondary sources (financial statements) and was analyzed using 

regression analysis and Pearson's correlation. 

The results of the analysis indicate that there is a negative relationship between cash 

conversion cycle (as the main measure of working capital management) and 

profitability. A positive relationship between current ratio and profitability was noted 

a well as that of debt ratio and profitability. For the sales growth, e idence is 

positive!:> related to profitability. This is consi tent " ith often argument that ale 

gro\\th i feature for future firm' profitabilit . 

'I h re ult of th rc ar h ho'' th t in the mall and m dium ntcrpri tudicd 

th r i i niltcant n:lation t\ · ·en \\Orking capital m nagcmcnt and pr fitabilit ·. 

nd m na r o th 

h m ri 

c n th r I rc impr 'c their pr fit bility b. 
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CHAPTER ONE 

INTRODUCTION 

1.1 Background of the tud • 

The growth of mall nd 1 dium 1.1 nt 'rpri c i very essential to the economies 

of countries. 'I h H. ha · a direct impact on the growth of emerging 

economics thwu •h th ·ir · ntri ution to employment, foreign trade, direct foreign 

invc ·tnl ·nt. 1 ·ial ·hang and technological advancement in the industries (Acs and 

Pre ·t n ... 0 7 . 

n enterpri e \\hich has good profitability cannot suffer market failure because 

profitability makes an enterprise to have a big market share (Yao, 1988). Radas and 

Bozic (2009), stress on the importance of understanding the factors that determine the 

profitability of the SMEs. In the studies that were done to determine the success of 

SMEs in Croatia in 2004, the factors which influence profitability were found out to 

be; the market scope, the orientation of the firm to the market and the changes in 

managerial marketing and strategic tactics. 

The paper e. amined the relationship ben een working capital management (W M) 

and the profitabilit of the ME in akuru Municipal it . 1 hi re ear h proje t 

ction which were dealt ' ith a chapt r one, t\ o, thr~ • four nd 

intr du tion. I it ratur r i ''. re a 

nd pr ntati n and umrn I') c n lu i n nd r 

ti I) . 



1.1.1 Working Capital Management 

Sagner (201 0) defines working capital (\ C) as the difference between current assets 

and current liabilities. Traditional\ , W ' a viewed as a positive component in 

business operation . High r urr~nt current liabilities ratio was desired 

because the valu of th uld b u cd for paying debts. In modern times 

however, a 11 ·w I > >k 11 th " ( r in capital has been adopted where analysts see the 

W ' 1~ putt in • 1 dt • n th hnancial performance of an enterprise. 

1ulhur (-00 ha defined the major elements of we as cash, the accounts receivable 

and the imentory. Cash is important in running the daily operations of a business 

enterpri e. The in entory is very important in order to meet the needs of the buyers 

during a specific period of time. Accounts receivable is shown on the balance sheet as 

a current asset and it is defined as the debt that the clients of the business owe the 

enterprise. 

Kumar (200 1) gives three situations where the we can be affected. An increa e in 

we components means there is an increase in the current assets such as stocks and 

debtor . A reduction in trade and creditor in general means that ca h ha be n 

ab orb d "hich lead to a reduction in W of the firm . hange m olum ·, ' ith 

other fa tor b ing held con tant re ult in change in th W alu 

r nt indu tric ha\ difkrcnt \ m a ur . 1 h mea urc gain h ry in tim 

k nd Kru r. I dir tl) 

nun th kn th 

ri h. 2 ) . 

... 



The risks associated with the we can make a business to become insolvent if not 

handled well. Overtrading is one ofthe we ri ks. In such a situation, some businesses 

tend to do business far wa) b ) nd th ir 'apacity. Other risks include diversion, 

unforeseen contingen ie nd in d\; 1u t provision in costs of doing a project 

(Brigham and • hrh rdt 0 

Thl' pr) · ·s ~)I · )II tin th account receivable should be done in an efficient and 

e. ·pcditi )ll · "U). 1 h firm are encouraged to manage the accounts payable by paying 

on th Ia ·t da; of pa) ment. Much as the accounts payable should be cleared on last 

pa 'ment da} it should alv ays be done in such a way that it shouldn't hurt the image 

of the company. There should be monitoring the transactions that concern cash so as 

to pre ent fraud (Filbeck and Krueger, 1986). 

The financing of the we can come from different sources as is with the financing of 

other acti ities of the business entity. Banks and short term credit institutions are the 

major external sources of financing to the we. This is done through use of overdrafts, 

short terms loans, trade financing and asset financing (Filbeck and Krueger, 1986). 

U e of overdraft invol e an arrangement ' here an entity can o erdrav from it 

urr nt a aunt up to an agreed limit \ ith the bank. hart t rm loan 

mount o m ncy that ha b n . ·t nd d to a bu inc for a de mit peri d time. 

\ hole r ngc of in trument whi h th b nkin rm 

in rd r t ntr I the tr nd th m nufi turin bu in n dir tly fund 

n ' in tc d of i •in th liqui h t n in tituti n t 

urn r, 



1.1.2 Profitability 

Hawkins and Turner (2008) defin pr fit bilit a the financial measurements that are 

used in determination of th bit it. f bu. inl:S, to generate earnings when compared 

to the ex pen cs and oth 1 r 1 '.tnt :;t during a speci fie period of time. According to 

( 'hiang, Nov 1 1.i. 1110 ' .1b 11 ), r turn on sales, return on asset (ROA), earnings 

p ·r shur · r 1ti ) md t ~tut n n equity ratio are some of the parameters that can be put 

to u · • whit· m a ·uring pr fitability of a business establishment. 

1.1.3 mall and Medium-Sized Enterprises 

mall and Medium-Sized enterprises have proven to be of great importance for the 

economic growth of a country. Hillary (2000) gives the definition of the Small and 

Medium Sized Enterprises as those business enterprises that employ less than 250 

people in their workforce. According to the European Commission (2009) definition, 

the small sized enterprise should have a workforce of less than 50 employees and a 

balance sheet total of less than I 0 million Euros. The medium sized enterpri e should 

ha e a \\·orkforce of less than 250 people and a balance heet total of le than 43 

million uro . 

igiro and \ alii (2006) give the d finition of M • in th Ken an contc. t in term 

of th mpl ) e head ount. f-irm that em to mpl 

mpl 

. 1 diurn 

\\hi h h \ 

ent rpri 

. n) finn th t mpl ) m th n l 

to 4 '' rkcr ar 

tho c \\hi h ern pi 

m II 

0 l 

I r 



scale enterprise. For the purposes of this study, the Kenyan definition of the SMEs 

will be adopted. 

1.1.4 Determinant o ttabilit 

Goddard et at., ( 00 ) 'l.\! s th.ll firm ' with a higher liquidity tent to me more 

profitable th 111 th, ar low. There is a positive relationship between 

mnrkct ·h 1r md I' lita ilit . ennenbroek and llarris (1995), pointed out that firms 

c 111 b ·n fit II m hi her than expected profits if they operate on high level production 

llid nc) and if the market pressures are low. Production efficiency, costs and losses 

are gi en a the major factors that influence profitability of the manufacturing sectors 

tudied in e\\ Zealand. 

Production efficiency can be used interchangeably with the production rate (Fare and 

Grosskopf, 1985). According to Longenecker, Moore, and Petty (2005), losses can 

result from production issues, health, safety and environment losses and material 

damages. Reduced availability and low quality are the main contributing factors to 

production losses. Machine breakdown unplanned maintenance and changeo er of 

production or of employee increase the una ailability. Health, afety and 

en ironm nt to e re ult from damage that rna be paid a a re ult of Ia' uit by the 

employe 

h dir 

amag d uipment may a t th profitability o a mpan · au it 

t on inv tm nt t and the producti n r t . 

p nt li 

t rmin ll p ilit n nt rpri int in trn nt 



costs, operating costs and maintenance costs. In order to reduce maintenance costs, 

more reliable equipment for production i required which efficient monitoring of the 

processes. 

The operating co ·t 1r, in ltd r to have the personnel who are running the 

W M lm· ·i niti ant effect on the profitability of any enterprise. The major 

comp nent · of which are the cash conversion cycle (CCC), the accounts 

recei able, the accounts payable and inventory play a major role in determining the 

net profitabilit) of business. The WC has to be optimized so as to avoid situations 

\ here cash lies idly or where a business gets constrained in financing its daily 

operations (Lazaridis and Tryfonidis2006). 

1.1.5 Theoretical Relationship between Working Capital 

Management and Profitability 

The relation hip bet\ een profitability and WCM can be studied using different 

variabl . hiang et at. (20 II) ha analyzed t\ o ituation v here one i a W 

int n ive typ of management and the other i a fi. ed apital inten i e managem nt. 

The fa t r in W M whi h aff t profitabilit,. in lud th ca h icn , 

d bt rati d ) of'' orking apital. da f r c ivabl and d fin nt ry. 

ri I') nidi 

It bilit) 

pin th t th 

nt rpri 

nifi I\ c ll th 

rr t h n lin 



keeping the accounts receivable, accounts payable and the inventory at the optimal is 

one of the ways which managers can improve on the profitability of their enterprises. 

Chiang et al., (2011) confirm th t th r i direct relationship between WCM and 

profitability. Th r id n e that days inventory has a negative 

relationship with th · r •turn n . 1 he debt ratio affects the ROA while days of the 

n ale . Quayyum (20 12) found out that there existed, 

·t 1ti ·ti · 11! • 1 r lati n hip bet een WCM and the profitability of firms. 

1.1.6 lVIE in akuru Municipality 

The l'v1Es in Ken)a contribute to 20 % of the gross domestic product (GOP) and 

offer employment to the 80 % of the workforce that is in active employment in the 

country. Majority of the SMEs in Kenya has an annual turnover of between I 00 

million to 300 million shillings. In a research done by Synovate and reported by SME 

et\: ork (20 12), of the top 100 SMEs in Kenya, the first 11 have an annual turnover 

of bet\ een 900 million and 1 billion. In the same report, it is estimated that the total 

turno er of the top 247 SMEs is equivalent to I 0 % Of the country's national budget. 

CB (1999), in it baseline survey e timated that the country had a total of 1.3 million 

micro. small and medium ized enterpri es and they offered employment to mor than 

2.3 million p ople. In the year 2002 the · o r d emplo)ment t 5, 8 ,400 

p ople n improv m nt fr m 4, 24.4 p pie wh ' cr mplo) cd b th m 

t r in 2 1i 'ir and \' IIi 20 

12 tim t th t th 

ith p rt) 

pul ti n 

.I 

kuru uni 

unt 

lit) i 

ul ti n n 



twelfth in poverty rate at the national level. Practical Action (2012) found out that 

most of the small and medium sized acti ities in Nakuru Municipality are found in 

formal and in informal settlem nt . Th running of the SMEs includes the low income 

earners and the middle inc m m r .. 

'I he , MEs ill 1~uru luni ip lit arc ·aid to face obstacles in their operations. 

Pmctkul anal ·c that the structural adjustment programs (SAPs) 

whos aim " · t pr 'ide the cushion against the shocks occasioned by the 

lib ralizuti n fthe economy and the free market have failed to assist in improvement 

f the lE in the county. The research done by this company brought out lack of 

proper acce s to sources of capital, prohibitive business regulations, lack of effective 

marketing strategies and inadequate business management skills as the major 

constrains to grov.rth of the enterprises. 

1.2 Research Problem 

The sustainability of SMEs in any economy is very important. Growth of M s has a 

direct positi e impact on the growth of economies especially those which are in the 

development stage (Acs and Preston, 2007). The M in Kenya contribute to 20 % 

of the GOP making them an e entia! component of the Kenyan economy ( B , 

1999). in Ken a ha b n a ted \ ith man pr blem , 

•ith tudi ho\\ ing that 52 %of them tarted annuall · entu II · fail and nl · 4 % 

ull: (B \\en, 1 r ra nd 1uriithi. 2 

In m nt ill h 

Imp in h th in uru uni i lit . In n rt t h I th 

th 

th 



of the SMEs in Nakuru Municipality, non-governmental and governmental 

organizations have taken steps in assi ting to et up other enterprises and fortify the 

existing ones through training and r r h. Thi training is generally focused on 

management of the M , th lll titution and record keeping (Practical 

Action, 2012). 

k WCIIH, )ki 1111 (20 I 0) carried out a study to establish the relationship 

bcl\vc~n ·IT ·th k keeping and financial performance of SMEs in Kisii County. 

Thi · ·tud) r und out that effective book keeping which include keeping of business 

receipt . etting up and posting entry to the ledger and creating of basic financial 

receipts enhanced the fmancial performance of the SMEs under study. This study 

didn t look at the management aspect of the working capital versus the profitability of 

the SMEs. 

Martizez-Solano and Garcia-Teruel (2006) carried out a study to establish the 

relationship between working capital management and profitability of MEs in pain. 

This stud established that there was a positive relationship between ca h conversion 

cycle accounts receivable and inventory days and the profitability of the firm . The 

tudy came up , ith enough literature linking v orking capital management and 

profitabilit •. Howe er, the market d nami in pain cann t b mel 

tran tat d to th itu tion in n ·a nd akuru uni ipality in parti ul r. 

n r e rch ' hi h h n ndu h:d t t bli h th rnpiri I 

nth fit l ilit 

in uru uni ip lit) . lit t ll th 



profitability of SMEs in the Kenyan context and the Nakuru Municipality context is 

scarce while that from international sources cannot be translated to Kenyan problem 

because of the different natur f m rk t in different countries. This research 

proposal seeks to find th 

profitability of th 

i t n ~ )f ~mpirical evidence that links the WCM to 

.1k.uru Municipality. An understanding of how to 

improve th • pr >lit.tt ili1 I th nt rpri cs in Nakuru is important. Nakuru is the 

hcudqutrl ·r · 1! th uru unty and a major agricultural hub in the Kenyan 

Ill). 

Thi re earch proposal seeks to carry out an empirical study whose results will help to 

find if there is of empirical evidence that links the working capital management to 

profitability of the SMEs in akuru Municipality. The research study will therefore 

seek to ans~ er the question: 

Is there a relationship between working capital management and the profitability of 

the SMEs in akuru Municipality? 

1.3 Objective of the tudy 

To determine the relation hip ben.veen ' orking capital managem nt and th 

profitabilit of mall and m dium ized enterpri kuru Muni ipalit . 

1. .1 p ifi bj ti 

i. th ret 1ti n hip h nd th 

unt tuni lit 



ii. To establish the relationship between current ratio and the profitability of 

SMEs in Nakuru Municipality. 

iii. To find out the relation hip b t" n d bt ratio and the profitability of SMEs in 

Nakuru Municipalit). 

tv. To dctcrmin th r tui n. hip l tween ale ' growth and the profitability of 

SMJ's in 1kuru tuni ·i1 · llt 

1.4 Vulu of th tud 

Thi · · cti n e\ aluate the importance of the study to the mentioned stakeholders. 

The inter t of the O\\ ners and managers of a business enterprise is to increase on the 

alue of the mone invested. Empirical results that explain the relationship between 

the WCM and the profitability of the enterprises will help the owners and managers of 

the SMEs when they are making management decisions that involve working capital. 

The banks stay in business by offering loans, overdrafts, assets financing services and 

trade financing. The evaluation of risks takes into consideration the ability of the 

enterprise being financed to pay back the loan. The banks will be in a po ition to 

predict the profitability of an enterpri e b) asses ing the' ay it manage it W . 

The r ult of thi tudy will b in trum ntal to the go rnm nt b cau the 

O\emm nt in oh it elf in h !ping to uplift th · thr ugh th P and th r 

timulu plan . By having a I ar link b t\\ n \\ r mg pit I 

fit ilit) the tL th ' nun nt en IC \\ill m kc 

nth in fin n i I h lp th n c.: . t nt t th 11 in th r 

p lh unt 

II 



Researchers who wish to do further re earch on WCM of the SMEs will find the 

results of this study useful. Thi i a pp d t available literature whose case study 

is based on enterprise from th r untri 



2.1 Introduction 

CHAPTER TWO 

LITERATURE REVIEW 

This chapter will do a r vi ' p;l t . tudk:' about W M and how it influences the 

profitability of or • 111i1 ui n . It ill have an overview of the concept of working 

CUpit'l) 111111"1' 'Ill 'Ill, l!Ul I' and policies, the relationship between WC and 

pro lilt ilil ' nd th 1 '' ie' f past studies that have been done about WCM and 

prolitubilit), The empirical e idence will explain the findings of the past studies that 

hu e be n done about the subject (Lazaridis and Tryfonidis, 2006). 

2.2 Theoretical Review 

The profitability of the organizations relies on how their management deals with the 

working capital and investment capital. There are three working capital policies that 

working capital managers can adopt. They are the conservative policy, the moderate 

policy and the aggressive policy. In the conservative policy, there is a high level of 

in estment in current assets a high support any level of sales and production and 

there is a high liquidity level. The manager with thi policy avoid hort-term 

finan ing to reduce risk, although this decrea e the potential for creating rna. imum 

valu ( ndrew and Ghallager, 2007). 

In th I\ c p li y, lh r i lo\\ le' el o inv tment ' ith m rc horl-t rm 

fin n in i u d l urrcnt a t . 'I h mana cmcnt up rt I ' lc\ cl 

I irm ri · in t th ri k intt:r t mt 



assets that are only going to be on the balance sheet for a short time are financed 

using short-term debt and current liabilitie . Permanent current assets and long-term 

fixed assets that are going to be on th b Inn sheet for a long time are financed from 

long-term debt and equity J... r nd Powell, 2005). 

2.3 Th{· one 'fH r \ r m apital Management 

Mnthur ( 00 ) u ·lin · \\ a the amount of capital that is readily available to an 

orgunizuti 11 . 't nnination of the we in a given corporate is done by finding the 

diller nc beh\een ources of cash or those which can be readily converted into cash 

and theca h requirements. The sources which are either in cash or which can readily 

be con erted into cash are called the current assets while the short term requirements 

of cash are termed as current liabilities. 

WeM involves the decisions that are used to operate the gross current assets. The 

current assets in an organization comprise of cash, accounts receivable, bills 

receivable and inventory. Theorists rate the effective management and operation of 

the components of the we in any business concern as one of the most important and 

vital determinant of business success (Mathur 2007). 

agner (20 1 0) lit... \ i define W M in term of curr nt a t and curr nt liabilitie-. 

1 h auth r d fine \i ' M a the combination of p licie and te hniqu I r 

man m nt o a h. a h equi alent, in ·en tO!) , d bt r and h rt term fin n tn . 

m nt hould d n ' ·ith n im of en urin that th bu in r 

pt I 



CCC, the inventory management, debtor management and short term financing are the 

areas of concern which encompass the a pect of WCM. Prudent management of the 

mentioned aspects ensures that a bu in ntity has enough cash flows to operate, to 

service long term debt and m turin hort term debts and to meet operational 

expenses (Brigham and Huh.1r lt 008). The c issues can be evaluated in separate 

parts. 

tl'lt onY l"i n I : Brigham and Houston (2007) define the CCC as the time 

·pun b t\\een di ·bur ing of cash and collecting of cash by the firm. This is used as a 

mea ·ure of determining how long a firm will be short of cash if it decided to increase 

it in estments in resources for purposes of increasing the customer sales. This is 

arithmeticall determined by summing up the receivables conversion period (RCP) 

and the inventory conversion period (ICP) then subtracting the payables conversion 

period (PCP). 

CCC = ICP + RCP - PCP 

ICP = (A erage inventory x 365) + Cost of Goods old 

RCP =(A erage Accounts Receivable x 365)..,... redit ale 

P P = (Average Account Payable x 365) + Purcha e 

c ordin to Baker and PO\\ 11 (200 ), can I ked nt a th length of time 

that th a h of th finn i tied up in current a ·t . 'I h rc i abies onvcr i n 

n imp rt nt clem nt f the ) I i th len th f tim th \1 linn 

n h r m the 

trm in r t II in nt I). unt p th 



amount of time between purchase of materials and labor that are absorbed into 

inventory and the payment of cash for these expenses. 

Inventory Management: hi i thl: m. nugemcnt of materials in and out of an 

inventory with an aim ptimum levels of operation that will help the 

firm avoid unn · · · · · 1r t · and avoid running short of materials needed 

for duily op ·r ni 111 · n ffc tive and efficient inventory management will always 

·cck to ~.:ontr 1 und minimize the costs that are associated with the inventory. These 

co ·t · ur tied in m o aspects; the tax that is generated on the cumulative value of the 

in entof) and the cost of keeping a higher volume of goods (Toomey, 2003). 

Sagner (20 1 0) points out three important elements that should be kept in mind when 

dealing " ith inventory management. The first element has to do with time. In 

inventory management, it is important to understand the time that the supplier will 

take to process and deliver an order to the business. Apart from delivery of the 

materials to the inventory, it is again essential to establish how long the material will 

take before being moved out of the inventory. Understanding of these lead times 

assists in proper management of the inventory. An efficient monitoring of the lead 

time enhan e mooth running of operations. 

D t rmin ti n and m nagement of bu er t k i anoth r ntial mp n nt of 

im m nt. he buffi r t ki th dditi \'C th 

n r uired t k h uld 

m th u h ir urn t n~. pr Ill\ 

int rru t d r m t lt in m nt i n t limit d t bl 



box treatment of materials in and materials out. When the materials are being 

processed from their time of entry to the time of being converted into finished 

products, they should be tracked. It i vital t tra k the work in progress so as to know 

the amount of material to b rd rc f r the inventory ( agner, 201 0). 

MUller, M ( 0 II} lf in· th l •ping f records is a very important part of inventory 

manu 'l:lll ·nt. In th • r · rds. there should be updating of the finished goods to the 

inv nt 1r , t tal· und updating of the goods that have been shipped to the buyers. This 

updut d record keeping is important because it gives the sales team up-to-date 

information about the goods that are ready for sale so that they can make preparations 

for shipment. 

Debtor Management: An efficient debt management process results in efficient 

managing of the WC. Debtor management requires establishment of a credit control 

policy that should be adhered to by the finance and sales teams in any business 

concern. The main areas of interest in debtor management include the collection plan 

invoicing, order and fulfillment and dispute management (Raffer, 20 I 0). 

A good in oicing S) tern hould make ure that the in oice i di patched \ ith 

d liv ry of go d . Thi m oice hould b in cl ar and imple t rm for 

und r tanding· it pr dure h uld b mad mooth in a \ a · that th who pr 

it h uld n t n ountcr b ta lc . n a ed de imp rtant \\ h n 

d ith the d I hi invoi c b) th 

m nd th ir u d t p m nt I ri h m nd hrh r t 2 
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Even though customer acquisition and retention is one of the major objectives that 

any business should strive to achieve, it is important to screen the credit worthiness of 

the customers while engaging into bu in d al . Debtor management requires that 

companies should make a trade t '1\ ~n a quiring customers and minimizing the 

amount of bad d bt . Wh n nt~.:rin into deal , contracts that stipulate terms and 

conditions should t r lll in plac . This makes payments of what is owed to be 

en fore{: tblc by th · l.t" Hnncrt and · mery, 200 l ). 

ollection of debt hould be done at the earliest time possible. This time is defined 

b the ayerage collection period. This is the average period that a firm takes to collect 

money O\ ed to it by the debtors. A company which gives one month credit should 

collect its debt within 45 days. The debtor collection period ratio is determined by 

dividing the amount of money owed to the company by the annual sales on credit and 

multiplying the result by 365 days. In order to increase the debt collection efficiency, 

authors and experts stress on the importance of developing good communication with 

the customers. This puts one on the priority list of the customer when making the 

payments (Finnerty and Emery, 2001 ). 

Debtor collection period ratio = (Amount O\ ed by trader -:- Annual al on cr dit) x 

365 

hort T rm inancin : him and iegel (2008) d fin h rt term finan ing the 

lo n with a p m nt p ri d 

n to m t it fun ti n . th \ ' man 

n h w to quir th 

than one c r. I r W 
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flexibility are some of the factors that are considered when choosing this type of 

financing. 

The short term financing i I\ n in h:nns of commercial papers, trade credit, short 

term bank loan and fin m in r 1 i able · and inventories. This financing is used 

to facilitate additit1n tl W . t u quir• urrent assets such as receivables and inventory 

nnd cun b · u · ·d t 1 1 r 'i interim financing of long term projects until when the long 

t ·rm lin mcc · urc a quired. cquisition of short terms finances is easy because the 

pr c , ·e · are imple. Hm: e er, this type of financing can hamper small businesses 

becau e it i \ulnerable to interest rate fluctuation. Such changes in interest rates have 

telling effects on an organization which has problems with WC (Hawkins et al, 2008). 

Andre\ and Gallagher (2006) states that short term financing has lower interest rates 

as compared to long tenn financing. For this reason, companies with a drive towards 

profitability will always opt to go for short tenn financing and lower the cost of 

capital. Commercial papers are only limited to well establish firms. mall and 

medium sized firms can either get the short term financing through short term loan or 

trade credits. In trade credits, the firms can delay payments to the upplier . 

hort tenn loan from the banks can be in term of elf-liquidating loan or a lin of 

redit. If-liquidating loan are arrang ment wh re the loan obtain d i u d to buy 

a t \\hi h hall g nerat r v nu that will b u ed to r pa it. h lin o 

i a limit ofborro,,in' a b nk may t I r the firm ndr wand all ghcr. 

2 11:. n u th If-liquid tin nd t th ir 

In nt f). 



2.4 Working Capital Management and Profitability 

According to Shin and Soenen (1998), the ize of the we has an impact on the 

profitability of a firm. For bigg r pr fit , it mean a company has to take bigger risks. 

The big risk in the W M in he rl:dtl'in 'l th' izc of the we in relation to the sales. 

rra businc . ha imcrc (in in '11.,1 illl it liquidity, it will increase the level ofthe we 

which in turn r · hn: · · th • olume. A reduction in sales volume reduces 

profit tbiiH . • mp n) ha to therefore make a balance between risk and 

prolitubility \\ h 11 managing the we. 

Proper management of we involves the efficient operations and monitoring of the 

current assets in a firm and is instrumental to its profitability. According to Van 

Horne and Wachowicz (2004), manufacturing firms have half of their total assets as 

current assets while for distribution firms, the fraction is even higher. Excessive level 

of the current assets can result in minimal returns for a company. Low levels of 

current assets can result in low liquidity and stock outs thus disrupting smooth 

operations. A disruption in operations will lower the volumes of sales thus lowering 

profitability. 

2.5 Empirical tudie 

mpiri al tudie ha\e b en done to e tabli h the relation hip b t-.: e n \! M and th 

profit bilit) of the 1- Mwala (20 12) did a urv on th \\' M p li ic nd 

p fit bilit •. In hi finding , it " di overed th t mn "hi h ha e < n 

im ne the r I th firm . 

nth p fit ility the firm. 

In finn tu i d h minimiz d nt 



assets to total assets. The firms which pursued an aggressive policy have a higher 

ratio of current liabilities to total liabilities. 

Raheman and Na r (2007) did tud in K rochi to establish relationship between 

profitability of nt rpri in tht: itit: and th~.: components on the WC. In the study, 

riod, the inventory turnover period and the current 

rnti(> wtrl· tudi ·J . \ n ati e relationship between these variables and firms net 

opl:rllting pr lita tilt) \ a observed. This means when the CCC is increased, the 

firm· pr fitability "ill be decreased. The level of liquidity of the firm had a negative 

relation hip" ith the profitability. 

azir and Afza (2009) carried out an investigation to determine the policies pitting 

aggressiveness against conservative investment. The study showed negative 

relationship between firms financing policies and profitability. In their findings, it was 

established that firms which adopt an aggressive investment policy will have a lower 

rate of return as compared to firms which have a conservative investment policy. 

Ochieng (2000) did a study on the effects of WC of listed firms at the Nairobi to k 

Exchange and the economic acti ities in Kenya found out that the le el of liquidity of 

firm a m a ure by u e of current and quick ratio incr a e the e onomi e. p n i n 

\hi h h 

rdin 

in u in 

n mic e. p n ion \\a link d to th gr wth in r turn of the firm 

i ~d th lev I ot th liquidit . 

w 'cry im1 rt nt in trum 

ll bilit i f) im r nt in 1m1 
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operations and this profitability can be enhanced by prudent management of the we. 

Efficient management of the we' ill enhance the firm's growth in market share, its 

progress in production and indu try lifi 

Nyakundi (2003) obs rv J th H m t ( f the public companies in Kenya pursue the 

aggrcs. ivc W 'M p )li · , I hi , the author observes, is due to the high cost of long 

term funds iu K ·m "hich i c timatcd to be for 5 years. Management of most firms 

tends t u · ·h rl term ource of funds which carry minimal credit costs. The firms 

uguin u id u ing equity to raise funds because of the associated floatation costs and 

the e. pectations of di idends by the shareholders at the end of the accounting year. 

Wanjohi (20 11) in his studies about the profitability of insurance companies in Kenya 

in relation to weM found a relationship between the two. In his analysis, a positive 

relationship was drawn between conservative policies of WeM and profitability. The 

study shm: ed that an aggressive policy in WeM increases risks which in turn lead to 

losses. 

A stud -.: hich -.: as done on the manufacturing firms of Kenya to reveal the 

relationship ben een \1 eM and profitability of the firm confirmed xi tence o a 

relation hip b h'>een the two ariable . In th anal i of th finding f th tudy, 

emph iz \\a laid on the liquidity p ition. H re, re ur e hould e d plo ·ed t 

the \ in ord r to maintain the optimum liquidit · p ition and g t ptimum r turn 

ith ut nturin into t mu h ri k K '' ri, 011 ). 



2.6 Conclusion 

The relevance of growth of SMEs in developing countries has been accepted in 

business and academic circl ( nd Pre ton, 2007). The growth of these 

enterprises has been attribut d t it r r fitnbility. The research done on profitability of 

most cntcrpri c , ltrg '.II • rn dium s al and mall scale find a link between the 

management ol W f businesses (Lazaridis and Tryfonidis, 2006). 

'u~h studi .. hu\' on various elements of we and profitability in 

bus inc · · · r dilT r nt concerns. 

The e tudie · are u eful because they provide empirical evidence that links the WCM 

policie and the profitability that is associated with each policy. This empirical 

e idence forms the basis of literature which is a point of reference by policy makers, 

go emmental and non-governmental organizations and investors. The literature 

provided in this section is evident enough that a strong correlation exists between 

WCM and net operating profitability. 



3.1 Introduction 

CHAPTER THREE 

RESEARCH METHODOLOGY 

Research methodolog) i th n I) ~i:s f th' methods, principles and rules that a 

researcher appli whil ·.Iff) in ' mt arc ·carch (Mbugua, 20 I 0). In this chapter, there 

is u discu ·si m lll' th • m ·th d I gy that was used in carrying out this study. The 

ch tptt·r h 1 • th • r · ·at h de ign the target population, the sample size and the 

·umplin~ m th d-. data collection methods, the data analysis and the model. The 

mt!th dol g} u ed in this study sought to find out the relationship between the 

\\Orking capital management of SMEs within Nakuru Municipality and their net 

operating profitability. 

3.2 Research Design 

The research used descriptive research design. Descriptive research design is the type 

of research " here the researcher describes the status of events as it is. This research 

in ol ed surveys and other fact finding enquires and reported events as they are. In 

this type of design, the researcher has no control over the variables (Mbugua, 201 0). 

The d ign \\a ele ted becau e the data colle ted i of th pa t occurrcn of c ent 

and th re arch r "a int re ted in co lie ting th inform tion and interpreting it it 

i on the gr und. D riptive d ign m thod i u ful \\hen nc \\ant to c II t data 

n ph n men th t nn t be dire tl · b ned. 'I hi II \\ th rgc 

m unt fi m iz le pul ti n in hi hi nomic I nd 1 



3.3 Target Population 

The target population for the research was the SMEs within Nakuru Municipality. The 

target centered on the 546 ME "ithin Nnkuru Municipality. This comprises of the 

SMEs involved in general trading, m nuf turing and those involved in health care 

services within Nakuru 1unt If .I lit . Be au 'c of the nature of their businesses, SMEs 

in general ial ·crvices, education and hospitality industries 

were not · m id r d in thi tudy. This target group was sufficient because it 

em: 1mpus · ·d all the pects that relate WCM and profitability of the SMEs. The 

objective ·tated in the tud was met because the SMEs within the Municipality will 

be reached out. The population studied was restricted to those SMEs within Nakuru 

Municipality. 

3.4 Sample Size 

A sample is a collection of observations representing only a portion of the population. 

The sampling used Yamane's Formula which states that: 

n= -'- [1 + (e) 2
] where n is the sample size, N is population and e is margin of 

error, 0.12. 

n- 546 + [ 1 546 (0.12)2
] = 61.6086 

61 \\er ampl d by u of tratifi d rand m ampling t hnique. 1 hi 

tag . he popul ti n w fir t partiti ned int ub 

ub population took th trat c tcg ri m akuru 

uni ip lity. I t d r m c h trntum b • u c o imp! 

mplin. 



The study concentrated on a five year period performance of the SMEs in Nakuru 

Municipality between 2006 and 2010. 

3.5 Data and Data II ti n I f hod 

The study used se ond tr Ill.\ In thi data, the r~.: earcher used of existing records to 

gather tht r ·quirt· inl~ nn ti n n 

s des •r nvth r r 

, I P, R P, PCP, current ratio, debt ratio and 

This data was collected from the financial 

·tutcm nts of the \ ithin akuru Municipality as provided by Kenya Revenue 

uth rit). akuru branch. 

3.6 Data Analysis 

Data analysis involved organizing, accounting for and explaining the data. This 

analysis sought to make sense out of the observed patterns, categories and regularities 

(Gay, 1992). The data collected went through a thorough examination and was 

checked for completeness and comprehensibility. The quantitative data was analyzed 

using descriptive and inferential statistics. 

Descripti e stati tics \ as in terms of mean and standard de iation. The inferential 

tati tic wa u ed in order to generalize result from the ample population and it 

emplo) ed u of regre ion analy i . ·y he data ' a th n c d d and ent r d int the 

ial ien 

in rg mizin ' and umm rizing th d ta ' u ot de ripti · tati ti uch 

t bl 



3.6.1 Empirical Model 

This study employed an empirical model that relates the factors of the working capital 

management with net operating pr fitnbilit f the MEs. The empirical model which 

relates returns on inve tm nt n f ' t rs f W i given by the regression analysis as 

used by hin & , o ·non (I > l . 

Prolitubilil b11 

T unul) ze the relationship between WCM and profitability, profitability was 

operationalized as ROA. ROA is defined as: 

Return of Assets =Operating profit + Total Assets. 

It was counted yearly for each SME. 

The CCC is the comprehensive measure ofWCM and wasmeasured as follows: 

CCC = ICP + RCP - PCP 

The components of CCC -v ere measured as follows each counted yearly for each firm. 

ICP =(Average in entory x 365)-;- Cost of Goods old 

R p (A era A ount R i able x 365)-;- red it ale 

p p = erage Account Payable x 365) Purcha 

urrc.:nt Ratio i on of th independent variabl and i u ed a trnditi nul m a ur 

offinn liquidit •. It i d fined urr nt 

nd th th 

7 

urr nt Ji, biliti 
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Debt ratio was used as a proxy for leverage and is computed by dividing the total debt 

over total asset. Finally, sales growth was u ed as a control measure and was 

calculated as (this year's sale minu pre iou year's sales)+ previous year's sales). 

f. is the error term. 

bo, b1, b2, b; and b1 rt:" st.•nsiti\ itk thut arc a sociated with every variable being 

mea urcd. 

Th ditr renee bel\\een , orking capital during different years was found and the 

variation te ted "ith the help of the most popular chi-square test at 5% level of 

significance. 



CHAPTER FOUR 

DATA ANALYSIS, RESULTS AND DISCUSSION 

4.1 Introduction 

This chapter pre nt th r data ollccted from secondary sources on an 

annual basis bet\\' · n th~: f 2006 to 20 I 0. The data was divided into five 

ccti ms th 1t ~: w ·r ·i.l lh · ti c of the study i.e. Return on Assets (ROA), Cash 

. debt ratio, current ratio and sales growth rate. The data was 

bu·t:d n tinan ial tatements of a sample of 61 small and medium sized enterprises 

' ithin akuru lunicipality. 

4.2 Descriptive Statistics 

Descripti e analysis shows the average and standard deviation of the different 

variables of interest in the study. It also presents the minimum and maximum values 

of the variables which help in getting a picture about the maximum and minimum 

values a variable can achieve. Table 4.1.1 presents descriptive statistics for 61 small 

and medium sized enterprises within Nakuru Municipality for a period of five years 

from 2006 to 20 I 0 indicating a total 305 observations. 



Table 4.1.1 Descriptive Statistics 

Std. 

N Minimum Maximum Mean Deviation 

Profitability (ROA) 30 -. 696 .5194 .039734 .1042031 

!CCC 0 -I 6.4288 856.9327 27.34826 1 134.5935695 

!Current R tti 1 
o- .0727 10.1554 1.283925 1.2648975 

Debt Rntio 0 -1.4152 12.9959 .840657 1.0877155 

!Sale Gro" th 305 -14.1810 1.0000 -.011129 .9662891 

Valid N (li twi e) 305 

Source: Calculations based on annual reports of SMEs from 2006-20 I 0 

4.3 Regression analysis 

The research study wanted to determine the relationship between working capital 

management and the profitability of small and medium sized enterprises within 

Nakuru Municipality. The research findings indicated that there was a significant 

positi e relationship (R= 0.438) between the working capital management and the 

profitabilit). The study also revealed that 19.2 % of mall and medium sized 

enterpri es' profitability can be explained by \ orking capital manag ment. The 

finding are a hown in the table 4.1.2 below 

4.1.2 odel ummary 



It was further established that for a I- point increase in the independent variables 
' 

profitability was predicted to increase by 3.301 as shown in table 4.1.3 below. At 95% 

confidence level, the variable togeth r pr du e tati tically significant values for this 

study (high t-values, p < 0.05) h n c ould b" relied upon to explain profitability of 

small and medium i1 d nlt:r ri l'. \ ithin Nakuru Municipality. The findings are as 

hown in the tabl · ·kl . t'l " 

Table 4.1.3 N \ 

Mod I !Sum of quares 

1 Regre ion .633 

Residual 2.668 

Total 3.301 

Source: Research Data 2012 

Df Mean Square F Sig. 

4 .158 17.784 .oooa 

300 .009 

304 

Moreover, a negative effect was reported on Cash Conversion Cycle ep 1= -0.392 

-v hile a positive effect was reported on current ratio, debt ratio and sales growth 

(p2=0.282, p3=0. 048 and P4=0.297) respectively as shown in table 4.1.4 below. 



Table 4.1.4 Coefficients 

U nstandard ized Standardized 

Coeffi ient ocfficients 

Model B td. ~ I'I'C r Beta t Sig. 

1 ( onstunt) .01 .010 1.544 .124 

' .000 -.392 -6.938 .000 . 

urr ·nt Rullo .023 .005 .282 5.053 .000 

bt Ratio .005 .005 .048 .892 .373 

ale Growth .032 .006 .297 5.485 .000 

Source: Research Data 2012 

The equation for the regression model can thereforebe expressed as: 

Profitability= b0 + b1CCCt + b2Current Ratiot + b3Debt Ratiot + b4Sales Growth1 +€ 

Profitabilit = 3.301-0.392CCCt + 0.282 Current Ratiot + 0. 048Debt Ratio1 + 0.297 

ale Growth1 +t 

Where E i the error term. 

bo i th on tant 

b1, b1, b3 andb., r 



Table 4.1.5 Correlations 

Profitability Current Debt 

(R A) cc Ratio Ratio Sales Growth 

Profitability Pear on 
1.000 -.236'' .tss·· .008 .Iss·· 

(ROA) Corr lati n 

'j) <--t Iii~ I .000 .007 .892 .001 

OS 30S 30S 30S 30S 

lr' I\.. 
p II" n -.236'' 1.000 .283'' -.090 .270'' 

n lation 

tg. (2-tailed) .000 .000 .118 .000 

30S 30S 30S 30S 30S 

CutTent Ratio Pearson .Iss·· .283 •• 1.000 -.23s'' -.017 

Correlation 

Sig. (2-tailed) .007 .000 .000 .764 

N 30S 30S 30S 30S 30S 

Debt Ratio Pearson .008 -.090 -.23s'' 1.000 -.030 

Correlation 

Sig. (2-tailed) .892 .118 .000 .606 

N 30S 30S 30S 30S 30S 

Sales Gro·wth Pearson .18s'' .270" -.017 -.030 1.000 

Correlation 

ig. (2-tailed) .001 .000 .764 .606 

30S 30S 30S 30S 30S 

•• l i CorrelatiOn IS s gn ificant at the 0.0 I le el (2-tail d) . 

t 5% onfid n I v I, th re \\a ignifi nt p iti l\\ en 

p grO\\lh \\hil t\\ n 

p nd h n\ i n ho' n by hi •h t-\ lu 

r. th 



4.4 Summary and interpretation of findings 

From the study findings it would be safe to conclude that the intended sample size 

was achieved. From the research findings in table 4.1.1, the mean value of 

Profitability (ROA) ratio wa . 7 ,'o nd . tnndard deviation was 10.42 %. It meant 

that the small and medium i; d 'nt 'rpri c under consideration maintained a 

profitability murgin <1nd it could have deviated 10.42 % to both sides. 

Maximum vulm: lor pr 1itability v as 51.94 % while the minimum value was -66.96 

%. In the ·ume' a a h on ersion Cycle (CCC) that was used to measure working 

capital management had a mean of27 days and a standard deviation of 134.59 days. It 

meant that the small and medium sized enterprises under consideration maintained a 

CCC of 27 days and it could have deviated 134.59 days to both sides. Maximum 

value for CCC was 856 days while the minimum was -1036 days. 

Moreover, current ratio variable had a mean of 128.39% which deviated 126.48% in 

either side. Maximum value for current ratio was 1015.5% while the minimum was 

7.27 %. It was also noted that debt ratio had a mean of 84.07 % which could have 

deviated by 108.77% to either side. Maximum value for debt ratio was 1299.59% 

while the minimum was -141.52 %. The mean for sales growth was -1.112% which 

could ha e de iated by 96.63 % to either side. Maximum value for sales grO\vth wa 

100.0%' hile the minimum" as 1418.1 % 

Working capital wa found to ha e a ignificant p iti e relation hip (R 0.4388 ) , ith 

profit bility. The con lu ·ion wa upp rtcd b the rc ult the riou d ripti e and 

in nti e\.cn though the tud) v riabl \\ere onl · found to c. plain 19.2 

% pr fit ilit) n m 11 nd m dium iz d nt rpri within kuru 1unidp. lit . 



The data was generally statistically significant to be relied upon since p < 0.05 as 

indicated in table 4.1.3 

It was further established that th di t'l.:nt fl t r of working capital had varying 

effect on profitability. Thi w dt: mt nstruk d y table 4.1.4 where sales growth had 

the highc t po itiv · ·Ill: ·t 1f. .1 o ~ llowed by current ratio with an effect of 28.2 

%. llowcvcr, d~o:t I ruli " \ ~ und to have the least positive effect of 4.8 %. CCC was 

found to huv u n guli\ e eiTect of -39.2 %. 

There was a significant positive relationship between profitability and sales growth 

while there v as a negative significant relationship between profitability and CCC as 

shown by (high t-values, p < 0.05) in table 4.1.5. However, the relationship between 

profitability and current ratio and debt ratio was insignificant. 



CHAPTER FIVE 

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 

5.1 Summary 

The study was basically intended t p 'n ' c to various users. Manysmall and 

medium sized enterpri cs withtn kuru tunicipality make a lot of efforts to borrow 

loan but mo t on 'II d) 11 l g 'l c n ·idered by lenders. Therefore the intended 

beneficiurie · of thi · ·tud) \\ere the commercial banks, the government and the 

researcher . 

The research study utilized secondary data. This was extracted from the financial 

statements of 61 sampled small and medium sized enterprises within Nakuru 

Municipalityfor the period between the years 2006 to the year 2010. The reason for 

restricting the study to this period was that it was the latest data for investigation 

available for this period. 

In summary, the targeted sample was achieved. The aim of the study was to determine 

the relationship between working capital management and the profitability of small 

and medium sized enterprises within Nakuru Municipality. The discussions and 

presentation were guided by this objective of the study. It wa e tablished that 

working capital management\! a positi ely related to profitability . 

. 2 nclu ion 

forom th tudy finding it can b on lud d that the int nd d ampl t:l wa 

hi ., e . I r m th rc rch findin in t ble 4.1.1 , th me n 1u ol Pr fit. bility 

~ 10. 2 Vo. h mer ion 



(CCC) that was used to measure working capital management had a mean of 27 days 

and a standard deviation of 134.59 days. Moreover, current ratio variable had a mean 

of 128.39% which deviated 126.48% in either id ' hile the mean for sales growth 

was -1.112% which could have deviat d b % to either side 

Working capital wa~; [i,uni.l ({ h· \C a significant positive relationship with 

profitability. 'I hu ~.:om:Iu · i n "a · ·upported by the results the various descriptive and 

inferential stuti ·ti · · even though the study variables were only found to explain 19.2 

% profitabilit on of ·mall and medium sized enterprises within Nakuru Municipality. 

The different measures of working capital management had varying effect on 

profitability. Sales growth had the highest positive effect of 29.7 % followed by 

current ratio with an effect of 28.2 % the. However, debt ratio was found to have the 

least positive effect of 4.8 %. Cash Conversion Cycle (CCC) was found to have a 

negative effect of -39.2 %. 

There was a significant positive relationship between profitability and sa les growth 

while there v as a negative significant relationship between profitability and Cash 

Conversion Cycle (CCC) as shown by (high t-values, p < 0.05) in table 4.1 .5. 

Hov e er the relationship bet\ een profitability and current ratio and debt ratio was 

in igniticant. 

R mm nd tion 

1-r m th findin t bli hcd that th v ri bl th t \\ rc u cd to me urc 

" rkin pit I m h to c. pi in profit bility of 
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small and medium sized enterprises within Nakuru Municipality. It can be 

recommended that lenders should come up ' ith a broad scope to cover all working 

capital management that can sufficient! explain pr fitability of small and medium 

sized enterprises within Nakuru Muni ip lit . Thi i because the current working 

capital management mea ur wert: nl ll t c plain 5.30% of profitability of 

small and medium ·i:tcd ·nt ·rpri · ' ithin Nakuru Municipality. In addition in the 

future, infl nnntion fr 1111 sal · gr "th and Cash Conversion Cycle (CCC) should be 

relied up n when determining profitability they were found to have significant impact 

on profitabilit . 

5.4 Limitations of the study 

The researcher encountered quite a number of challenges related to the research and 

most particularly during the process of data collection. Due to inadequate resources, 

the researcher conducted this research under constraints of finances and therefore 

collected data of small and medium sized enterprises within Nakuru Municipality. 

Time allocated for the study was insufficient while holding a full time job and 

studying part time. This was encountered during the collection of material as well as 

the data to see the study success. However the researcher tried to conduct the study 

' ithin the time frame as specified. 

5. u e tion for Furth r tudi 

rllll tud ·. th following dire ti n for futur r arch in ·inane "cr 

r mm n d f·ir t thi n mall nd m diurn izcd 

nt rpri ithin kuru 1uni ip lit ' nd ncr liz IIi n , nn 1 



adequately extend to other small and medium sized enterprises outside Nakuru 

Municipality. Based on this fact among others, it is therefore, recommended that a 

broad based study covering all small and m dium ized enterprises in all major 

municipalities/towns be done to find ut th r I tionship between working capital 

management and profitability 

Secondly. imil tr ·urv · · t th• · an be replicated in a few years to come to assess if 

there will b an chang~ a · m re mall and medium sized enterprises are established 

as other are Jo ed do\\ n \\ ithin akuru Municipality. 
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SME 
No. YEAR ROA 

1 2006 0.0619 

2007 - o.os97 
2008 0. 089 

I· 
2009 0. 919 

2010 0 I' 9 . -
2 2006 O.O .. QS 

-
2007 -0.0669 

2008 0.09-7 

2009 0.0146 

2010 0.0667 

3 2006 0.0031 

2007 0.0051 

2008 0.0564 

2009 0.0264 

2010 0.0329 

4 2006 0.0112 

2007 0.0147 

2008 0.012 

2009 0.0118 

2010 0.0135 

5 2006 0.0064 

2007 0.0131 

2008 0.0064 

2009 0.0492 

2010 0.0424 

6 2006 0.0487 

2007 0.0469 

2008 0.0253 

2009 0.0563 

2010 0.0-21 

7 2006 0.1605 

-007 0.1305 

2008 0.1452 

2009 0.1097 

2010 0.1442 

8 1006 0.0892 

APPENDIX I 

DATA COLLECTION 

CCC URR NT DEBT 
RATIO r-RATIO -

·0.444Q_ 1.1 00 0.6754 

O.t735 I. I I 84 0.7453 

7Jlli)_8 1.44 6 0.2657 

4.7404 1.4192 0.8527 

·§_j_ I 00 1.4570 0.2965 

-22.4600 0.6903 1.1034 

41.232 0.4878 -0.9760 

-33.4400 0.5722 0.8854 

-6.8040 0.6611 0.8586 

4.9745 0.6889 0.8308 

54.3380 0.9280 1.0454 

24.1070 1.0777 1.0477 

23.0370 1.0832 0.9870 

57.2640 1.3974 0.9637 

65.8270 1.3849 1.0160 

-4.0250 0.2265 0.76840 

-3.6980 0.2093 0.7200 

-2.1640 0.9996 0.1512 

1.7490 0.5548 0.1549 

1.4751 0.7811 0.0576 

9.1471 1.3790 0.6197 

10.1340 1.1759 0.6884 

8.6589 1.0729 0.9701 

11.3050 1.0255 0.6619 

23.855 1.1753 0.7087 

14.3790 0.9578 0.9277 

9.6233 0.8462 0.8917 

2.2063 0.7939 0.9247 

-10.3600 0.7436 0.9243 

-37.0700 0.5744 0.9127 

-29.9200 0.7717 1.1421 

-23.8600 0.8293 1.1219 

-33.22_QO 0.8503 0.9495 

-49.6300 0.8541 1.0000 

63.9210 0.7972 I.OOOQ 

31.2810 3.1299 0.~82 
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SALES 
GROWTH 

-0.0998 
0.4399 

0.4333 

0.7045 

0.4337 

0.0800 

0.0015 

0.1674 

0.1721 

0.1477 

-0.2529 

-0.2265 

-0.0700 

0.0652 

0.0469 

0.0492 

-0.3072 

-0.2905 

1.0000 

-0.3100 

0.0851 

0.3066 

0.1132 

0.1612 

-0.6719 

0.3170 

0.0594 

0.1033 

-0.2109 -
0.0100 

-0.0038 

-0.0181 

0.3115 

-0.2014 

0.1059 

1.0000 



2007 0.0284 178.8200 3.8048 0.1131 -0.0066 

2008 0.0277 21.7460 1.1393 0.7326 0.5382 

2009 0.0204 57.4750 3.3026 0.2516 0.2727 

2010 0.0123 109.9100 4.6858 0.2074 -1.8420 

9 2006 -0.1077 -17.8100 0.9127 -0.96 10 -0.0641 

2007 -0.0028 -20.8100 . 114 -0.9850 -0.0098 - -
2008 -0.0336_ f- -18. 0 0. 024 - 1.1080 0.0295 

f--2 009 1- 0.0492:._ -19A 00 ,_ 0.9 0 0.9743 0.0349 

2010 0.0424 -~. 1 1.2267 0.7836 -0.0981 
f-- - -

10 2006 -0.1 13.3910 0.6341 - 1.4150 0.2438 

1- 2007 0.0 '9 20.4560 1.3498 0.6782 0.5025 
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2007 0.0052 -0.74800 0.9841 0.8840 -0.0685 
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2009 -0.6696 10.2080 0.955 I 0.8107 -0.2288 
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2008 -0.0736 358.4_2_Q_O 0.5443 1.6958 -0.3469 

2009 0.0662 498.7500 0.4934 1.9984 0.0556 

2010 -0.1836 398.1700 0~060 -.4055 -0.0085 



25 2006 0.1476 -282.6000 0.1845 0.9872 0.0237 

2007 0.3228 -158.6000 0.5593 0.3296 -0.0317 

2008 0.0784 -117.2000 0.4077 0.3573 0.0428 

2009 0.0106 -117.2000 0.8514 0.2984 0.1215 

2010 0.0267 -68.36000 1.615_ 0.2023 -0.0205 

26 2006 0.1082 17.6660 .f..f 1- 0.2148 0.1163 

2007 1--0.0075 4 1.-0 0.7992 0.0220 - -
2008 0.018 .0040 1.2 7 0.8409 0.0776 - -
2009 0.02 7 ~ . ·H ~ 1.2 47 0.8390 -0.1440 

2010 0.0 8 _ .1'\jQ 1.2910 0.8432 0.0761 

27 
I--

200 0.07(} I 4270 0.3773 0.7536 0.0947 

2007 1-0.0 -4 _46~0 0.3352 0.7818 0.2991 

2008 0.0083 -5.0680 0.5840 0.0664 0.4468 

2009 0.0114 38.4030 0.5239 0.0823 -0.5471 
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2007 0.0597 0.4735 1.1184 0.7453 0.4399 

2008 0.3089 7.8368 1.4436 0.2657 0.4333 

2009 0.3919 4.7404 1.4192 0.8527 0.7045 

2010 0.1869 -6.5100 1.4570 0.2965 0.4337 

29 2006 0.0141 37.6200 1.3024 0.7477 0.0815 

2007 0.0357 17.0570 1.2075 0.8064 0.0764 

2008 0.0385 11.3970 1.1058 0.8437 0.1693 

2009 0.0518 5.7712 1.1204 0.8246 0.0605 

2010 0.0381 -3.6410 1.0460 0.8917 -0.0441 

30 2006 0.0132 -13.5500 1.0341 0.9647 0.0976 

2007 0.0084 -10.3400 0.8502 0.9734 0.1555 

2008 0.0089 -15.9200 0.8049 0.7749 0.1524 

2009 0.0086 -13.5800 0.7759 0.8604 -0.0701 

2010 0.0031 -19.5700 0.1608 0.9830 -0.0458 

31 2006 0.0232 9.3655 1.0034 0.9761 -0.0338 

2007 0.0357 -11.7100 1.0427 0.9453 0.0520 

2008 0.0246 -11.9400 1.0870 0.9167 0.0952 

2009 0.0329 10.6890 1.1793 0.8785 -0.4494 

2010 0.054 16.0020 1.1793 0.7174 0.4002 

32 -006 0.0599 44.1650 1.0375 0.9427 0.1748 

-007 0.0566 57.2840 1.0670 0.9175 -0.1279 

2008 0.0343 38.2810 1.0733 0.91_22 0.1486 

2009 0.0649 41.4710 1.1153 0.8851 0.1541 

2010 -0.0226 51.4380 1.0644 0.9395 -0.1964 

33 2006 -0.0421 99.8360 1.0093 0.9622 -0.0498 

2007 -0.0983 67.5570 0.8740 1.058) -0.1851 



2008 -0.1201 113.6200 1.6033 1.1808 -0.0825 

2009 -0.1126 159.7000 1.5933 1.2729 0.0213 

2010 -0.1177 88.3890 1.6078 1.4136 -0.1581 

34 2006 0.0271 -6.2730 0.9304 1.0463 0.0231 

2007 0.023 -7.7090 0.9384 1.0363 0.0250 

2008 0.0121 -50.8300 0. 41 1.0197 0.2119 

2009 0.0032 142. 002_ 
t-

4 1.0035 0.0153 
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2010 0.1869 -6.5100 1.4570 0.2965 0.4337 

37 2006 -0.0555 114.2800 0.4995 1.4778 0.0942 

2007 0.0158 -94.3200 0.565 1.3916 0.1266 

2008 0.0634 -219.6000 0.5097 1.9238 -0.0067 

2009 0.1318 -140.2000 0.6417 1.5373 0.0595 

2010 0.1041 -112.0000 0.7437 1.2002 0.0176 

38 2006 -0.1918 14.8150 0.9253 0.9883 -0.2359 

2007 -0.0399 65 .5880 0.4802 1.8218 -0.4482 

2008 0.0640 -78.8100 0.4438 2.2603 0.0857 
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2009 0.3919 4.7404 1.4192 0.8527 0.7045 

2010 0.1869 -6.5100 1.4570 0.2965 0.4337 

41 2006 0.5194 34.3180 0.8510 0.9083 -0.6552 

2007 -0.0215 -1036.0000 0.7125 0.8604 -14.1810 

2008 0.0496 122.1700 0.7066 0.9436 0.6431 

2009 0.0509 104.9000 0.7963 0.7599 0.1159 



2010 -0.0193 555.4000 1.3517 0.6130 -4.4079 

42 2006 0.0298 -22.4600 0.6903 1.1034 0.0800 

2007 0.0669 41.2320 0.4878 0.9760 0.0015 

2008 0.0927 -33.4400 0.5722 0.8854 0.1674 

2009 0.0146 -6.8040 0.6611 0.8586 0.1721 

2010 0.0667 4.9745 
f--

0. 9 0.8308 0.1477 

43 2006 0.0031 54. 80 . - 0 1.0454 -0.2529 
·- -

2007 0.0051 f- 4.1Q1__ I. 777 1.0477 -0.2265 

2008 0.0564 23.0370 1.08_1_ 0.9870 -0.0700 
1- . .!64 

--
2009 0.0 64_- 1.3974 0.9637 0.0652 

- .8270 20 10 0 .0~~ - 1.3849 l.0160 0.0469 
1-

-4 0250 44 2006 0.011 - 0.2265 0.7684 0.0492 

20Ql_ 0.0147 -3.6980 0.2093 0.7200 -0.3072 

2008 O.OLO -2.1640 0.9996 0.1512 -0.2905 

2009 0.0118 1.7490 0.5548 0.1549 1.0000 

2010 0.0135 1.4751 0.7811 0.0576 -0.3100 

45 2006 0.0064 9.1471 1.3790 0.6197 0.0851 

2007 0.0131 10.1340 1.1759 0.6884 0.3066 

2008 0.0064 8.6589 1.0729 0.9701 0.1132 

2009 0.0492 11.3050 1.0255 0.6619 0.1612 

2010 0.0424 23.8550 1.1753 0.7087 -0.6719 

46 2006 0.0487 14.3790 0.9578 0.9277 0.3170 

2007 0.0469 9.6233 0.8462 0.8917 0.0594 

2008 0.0253 2.2063 0.7939 0.9247 0.10330 

2009 0.0563 -10.3600 0.7436 0.9243 -0.2109 

2010 0.0221 -37.0700 0.5744 0.9127 0.0100 

47 2006 0.1605 -29.9200 0.7717 1.1421 -0.0038 

2007 0.1305 -23.8600 0.8293 1.1219 -0.0181 

2008 0.1452 -33 .2200 0.8503 0.9495 0.3115 

2009 0.1097 -49.6300 0.8541 1.0000 -0.2014 

2010 0.1442 63.9210 0.7972 1.0000 0.1059 

48 2006 0.0892 31.2810 3.1299 0.2582 1.0000 

2007 0.0284 178.8200 3.8048 0.113 1 -0 .0066 

2008 0.0277 21.7460 1.1393 0.7326 0.5382 

2009 0.0204 57.4750 3.3026 0.2516 0.2727 

2010 0.0123 109.9 100 4.6858 0.2074 -1.8420 

49 2006 -0.1077 -17.8100 0.9127 0.9609 -0.0641 

2007 -0.0028 -20.8100 0.9114 0.9851 -0.0098 

2008 -0.0336 -18.5200 0.9024 L1081 0.0295 

2009 0.0492 -19.4800 0.9505 0.9743 0.0349 

2010 0.0424 -8.6650 1.2267 0.7836 -0.0981 

so 2006 -0.1565 13.3910 0.6341 1.4152 0.2438 

2 



2007 0.0489 20.4560 1.3498 0.6782 0.5025 

2008 0.1086 8.3575 1.3683 0.6311 0.1048 

2009 0.3717 17.1910 10.1554 0.0869 -0.1235 

2010 0.0212 28.2430 0.9776 0.1419 0.1556 

51 2006 0.0330 -27.0100 0.9777 0.9017 -0.2794 

2007 0.0348 15.8010 1.0230 0.9128 0.2547 

2008 0.01~ 25.9740 I. 4 4 0.8999 -0.0426 

2009 -0.0447 5 . _o 1.0 0.8615 -0.1383 -
2010 0.0451 89.0690 - 1.2420 0.7511 0.0685 -

~0 .. 10 
52 2006 0.0411 1.0494 0.6183 0.1773 

1--

2007 0.0 00 7. 40 1.0984 0.576 -0.0048 

2008 0.046 .~ 94.15()0 I. 1206 0.5108 -0.0356 

2009 -0.0180 75.4000 1.0034 0.5247 -0.2430 

2010 -0.0317 105.8800 1.1994 0.4384 -0.2190 

53 2006 0.0094 9.7938 5.0153 0.0248 1.0000 

2007 0.0067 235.4500 9.4528 0.0248 -0.8525 

2008 0.0039 300.8900 3.1342 0.058 0.1878 

2009 0.0109 250.4400 4.2098 0.0664 0.1964 

2010 0.0496 240.6700 3.0381 0.0860 0.1490 

54 2006 0.0076 30.08900 0.9816 0.8470 1.0000 

2007 0.0136 22.9820 0.9761 0.8849 -0.0447 

2008 0.0603 25.6780 1.0023 0.9272 0.0231 

2009 0.0661 25.4080 0.9827 0.9400 0. I 966 

2010 0.0695 48.5890 1.0471 0.9367 0.1975 

55 2006 0.0156 -1.6370 0.9827 0.9798 0.4140 

2007 0.0219 -14.1700 1.0070 0.9585 0.3157 

2008 0.0145 -1.2790 0.9384 0.9691 -1.7814 

2009 0.0116 16.9960 0.9743 0.9652 0.7683 

2010 0.0093 6.0977 1.0223 0.8916 0.2875 

56 2006 0.0408 56.0160 1.4210 0.6474 0.1995 

2007 0.0250 66.0610 1.4956 0.6629 0.1195 

2008 0.0 I 07 90.0440 1.2629 0.7883 -0.0346 

2009 -0.0 !55 109.5600 1.3350 0.7386 -0.3373 

2010 0.0073 45.9360 1.3199 0.7508 0.0658 

57 2006 0.0692 -30.7600 0.7702 1.0709 0.0378 
·-

2007 -0.3205 -387.0000 0.5969 1.4169 -3.0642 

2008 0.0091 -253.5000 0.5317 1.4779 0.2852 

2009 0.1362 -41.8800 0.7755 1.1643 0.2847 

2010 -0.3021 856.9300 2.0435 0.4340 -0.6199 

58 2006 0.0808 -42.9600 0.0727 12.996 -0.1027 

2007 0. 1073 -35.7600 0.8110 1.1778 0.07800 

2008 0.1055 -14.3600 0.9704 1.0058 0.17070 



2009 0.0226 -2.5150 0.9837 1.0008 0.2805 

2010 0.0651 1.8647 1.0382 0.9545 0.0247 

59 2006 -0.0942 4.7883 0.9144 1.0504 1.0000 

2007 0.0787 -1.9840 1.0164 0.9779 0.4579 

2008 0.0792 -56.8400 0.9913 0.9142 -0.3012 

2009 0.0412 -0.9720 1.14 1 ~.8135 0.0997 --
2010 0.0509 

1-
3.7036 1.1 0 0.8359 0.0933 

60 2006 0.0340 - I 0 . ~ 0. 7 0 0.9543 -0.2914 -
2007_ 0.0586 - I. 7. ..... 0 0.9271 

t-
0.0714 

2008 0.0979 -J.6030 1.05 14 0.8457 0.0938 
:-

2009 0.07 s. l7 1 0.5672 0.9006 0.3736 

2010 0.10 6.6254 0.5561 0.8512 0.3128 
f-

61 2006 -0.0436 8.4456 0.9956 0.8627 0.3158 
t- -

2007 0.0- 47 18.4960 1.0440 0.8778 0.2292 

2008 0.0553 19.5450 1.0958 0.8806 0.3860 

2009 -0.0411 48.3240 1.0405 0.9207 -0.6473 

2010 0.0299 25.966 1.0339 0.9350 0.4628 


