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Abstract: It is crucial for every firm to plan and control the current assets and current liabilities in a manner that eliminates the risk of
its inability to meet due short-term obligations and also to avoid excessive investment in the aforementioned assets. The current study
sought to establish the effect of working capital management on the profitability of non deposit-taking microfinance institutions in
Kenya. It has been noted that non deposit-taking microfinance institutions (MFIs) play a vital role especially among low income
earners. Against this backdrop, the aforementioned MFIs face numerous challenges touching on among others, working capital
management (WCM). Moreover, it has been underscored that the implication of WCM on these MFls is insufficiently researched. The
independent variable was cash management while profitability of non deposit-taking MFIs constituted the dependent variable. The study
took place among accounting/finance officers, credit officers, and management staff of non deposit-taking MFIs in Nakuru East Sub-
County, Kenya. The study adopted descriptive survey research design. The study targeted a population of 63 staff members as outlined in
the study scope. A census survey was employed implying that all the 63 members of the target population participated in the study. A
structured questionnaire was used to collect data. A pilot study involving 7 members of the target population was conducted prior to the
main study. The essence of the pilot study was to determine both the reliability and validity of the research instrument. The collected
data was processed and analyzed by the aid of the Statistical Package for Social Sciences tool. Data analysis captured both descriptive
and inferential statistics. The study findings were presented in tables of descriptive and inferential statistics. The findings indicated that,
there exists a very strong, statistically significant and positive correlation between cash management and profitability of non deposit-
taking MFIs in Nakuru East Sub-County. It was concluded that, enhancement of cash management would likely result in improved
profitability of the non deposit-taking MFIs. It is recommended that, non deposit-taking MFIs ought to have adequate cash flow in order
to ensure increased profitability.
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considered as a requisite component of organizational

growth and profitability. It is further posited that by
reverting to their working capital as a source of funds, each

1. Introduction

In all financial institutions in the world, working capital is

fundamentally important. This is due to the argument that,
without it, operations of a firm can, needless to say, come to
a standstill. Working capital is said to be current assets less
current liabilities, or in other words, inventory added to
accounts receivable less accounts payable [10]. It is
acknowledged that working capital management (WCM) is a
very hot subject for organizations of all sizes. Due to the
dynamics of the economic environment, senior executives
have all along been looking for ways to do more with less.
Indeed, many have come to realize that they make a
significant investment in their working capital, and that
some of this investment may not be necessary if working
capital management can be enhanced. Efficient WCM
entails planning and controlling the current assets and
current liabilities in a manner that eliminates the risk of
inability of an organization to meet due short-term
obligations and also to avoid excessive investment in the
aforementioned assets [4]. More so, it is averred that
managers utilize significant amount of time on day-to-day
challenges that involve working capital decisions [17]. It is
worth noting that WCM is a very sensitive area in the field
of financial management

A study of three organizations in the United States (U.S.)
noted that effective working capital management is

firm actively reaps the benefits from efficient, streamlined
WCM. Moreover, it is observed that every organization
ought to actively manage its working capital, but with
different approaches due to the nature of the firms’ business
lines as well as the relative importance of a given area of
working capital. It is noted that due to the fact that WCM is
an integral component of corporate finance and contributes
to the success of operational, financing, and investment
decisions, the Finance and Treasury of Australia has been
promoting research in this area as one way of raising
awareness amongst academics and practitioners. It was
argued that scientific research of working capital
management appears not to be concentrated on specific
organizations [10]. However, it is acknowledged that many
articles have studied the relation between working capital
management and profitability in firms or working capital
management practices of firms using statistical analyses.

Microfinance is said to be the provision of financial services
to the low income customers, or those persons or businesses
that are omitted by the mainstream formal institutions such
as commercial banks. It is noted that banks are important for
success of retail and microfinance business sectors in
developing countries like Ghana. This is reasoned from the
argument that banks serve as crucial source of funding for
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the aforementioned institutions. In a study of WCM and cash
holdings of banks in Ghana [20], it was asserted that given
that WCM is related to short-term financial planning and
cash levels, and that liquidity in general represents a
significant indicator for short-term performance, the
effective and efficient WCM schools essentially should be of
utmost importance. Several financial institutions have failed
in rural areas of Ghana mainly due to working capital related
problems [15].

A study was conducted on the influence of WCM
components on corporate profitability of Kenyan firms listed
with the Nairobi Securities Exchange (NSE). It was
established that there exists a highly significant negative
correlation between the time it takes for firms to collect cash
from their customers (accounts collection period) and
profitability. In other words, the more profitable a firm is the
shorter the time it would take to collect cash from its
customers. Moreover, it was found that firms which
maintain sufficiently high inventory levels are bound to
reduce business loss as a result of scarcity of products.
Lastly, it was realized that the longer a firm takes to pay its
creditors, the more profitable it is likely to be.

There are two categories of microfinance institutions (MFIs)
in Kenya. There are MFIs that are deposit taking and those
that are non-deposit taking. It is asserted that in the past
MFIs established through either non-governmental
organizations (NGOs) or savings and credit co-operative
societies (SACCOs) framework have been crucial sources of
credit for a large number of low income households and
micro and small enterprises (MSEs) in both rural and urban
areas of Kenya. In a survey of deposit taking MFIs in Kenya
[12], the object was to find out the relationship between
WCM policies and financial performance. The scholar noted
that efficient WCM increases a firm’s free cash flow. This in
turn increases the firm’s growth opportunities and return to
shareholders. As a result of the research findings, it was
recommended that, it would be important for financial
managers to observe closely all their working capital
components with the object of improving on their overall
profitability and ultimately, for the survival of the firm.
Deposit-Taking Microfinance institutions (DTM) are
specifically advised to have a keen interest in their working
capital components, particularly their creditor payable days
in order to create a balance and maintain profitability and
long-term business survival.

It was observed that management of short-term assets and
liabilities calls for careful investigation due to the assertion
that WCM plays a crucial role in a firm’s profitability, risk,
and also its value [12]. In the same light, WCM is argued to
be of great importance to MFIs. It was pinpointed that MFIS
generally raise capital in hard currencies such the U.S.
Dollars; however, they must lend the same in form of the
local currency. It is argued that the risk of devaluation of
local currencies in developing countries such as Kenya is
relatively high. Therefore, MFIS that seek credit from
abroad face risk occasioned by exchange rates. This may
inhibit MFIs operating in unstable economic environment.
Just like any other financial institutions, MFIs cannot
function without working capital. Therefore, prudent WCM
amongst the MFIs is a huge necessity which can never be

wished away. This is further ascertained by the realization
that every MFI should possess the capacity to continue
operating with sufficient cash flow for payment of both
maturing short-term debt and impending operational
expenses.

More so, an examination was carried out on institutional
experience in wholesale lending for microfinance
operations, taking a case of Jitegemee Trust Limited, Kenya
[14]. According to the findings, the aforementioned
institution has embarked on ‘market deepening’ whereby it
has provided financing to rural MFIs unable to access the
same from commercial banks. There are several challenges
facing the financing of MFIs. It is asserted that there is
competitive environment driven by commercial banks which
are large and more sustainable, and also unmet demand for
the smaller rural MFIs with weak financing fundamentals.
Non deposit-taking MFI sector is also posited to have led to
financing challenges. This is the case since lack of deposits
has shrunk the requisite working capital, which in turn is
presumed to have compromised profitability. There is also
limited product offering, high risk for smaller institutions
occasioned by low operational levels and weak institutional
structures; challenges in client selection; high monitoring
costs associated with small MFIs especially in rural areas;
inaccessibility to funding; and indeed, poor or lack of market
positioning. Across many countries, the implication of
WCM on profitability of MFIs has not sufficiently been
studied. Indeed, it seems there are no studies specifically on
effect of WCM on non deposit-taking MFIs in the context of
Kenya.

2. Statement of the Problem

MFTs, particularly the non deposit-taking ones, are argued to
be confronted by a myriad of challenges which have
threatened not only their profitability and growth, but also
their survival. As was exemplified by the case of Jitegemee
Trust Limited, Kenya, there are several challenges facing the
financing of MFIs. In the context of working capital, it has
been observed that the aforementioned MFIs lack the legal
structure which would otherwise attract investors. Moreover,
there is overreliance on savings as a source of capital for
their operations. This is coupled by weak institutional
structures and low operational levels that threaten their very
existence [14]. When MFIs fail to access the requisite
financing, it then becomes very difficult to run their day-to-
day operations. This was supported by the argument that
managers of financial institutions employ significant amount
of their time on day-to-day challenges that involve working
capital decisions [17]. Given that effective working capital
management is considered as a requisite component of
organizational growth and profitability, then, inadequate
financing is bound to be a hindrance to the profitability of
MFIs. This situation is likely to have immediate effect on
non deposit-taking MFIs and individuals and enterprises that
benefit from such MFIs. Moreover, it is bound to have long-
term negative implications on the country’s socio-economic
development. The foregoing necessitated the current study
which sought to establish the influence of WCM on the
profitability of non deposit-taking MFIs in Kenya.

3. Objectives
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3.1 General Objective

To find out the effect of working capital management on the
profitability of non deposit-taking microfinance institutions
in Kenya

3.2 Specific Objective

To investigate how cash management influence the
profitability of non deposit-taking microfinance institutions
in Nakuru East Sub-County

4. Research Question

How does cash management influence the profitability of
non deposit-taking microfinance institutions in Nakuru East
Sub-County?

5. Conceptual Framework

The conceptual framework (Figure 1) illustrates the
interaction between the independent (cash management) and
dependent (profitability of non deposit-taking MFIs)
variables. The framework hypothesizes that there exists a
relationship between cash management and profitability of
the afforested MFIs.

Cash Management Profitability of
»  Non Deposit-
Taking MFIs
Independent Dependent
Variable Variable

Figure 1: Conceptual Framework
6.Literature Review

This section presents a review of theories and empirical
studies touching on working capital management (in
particular cash management) and profitability of non
deposit-taking microfinance institutions.

6.1 Theoretical Literature

6.1.1 Cash Conversion Cycle Theory

It is asserted that the working capital management theory is
founded on the traditional models of cash conversion cycle
(CCCQ). It was noted [13] that, it is crucial to understand how
fine a firm is organizing its working capital. It is stated that
CCC is a dynamic measurement of the time between cash
payment for raw materials, and then receiving it from
accounts receivable. In the same light, it is posited that
relative to the dynamics of ongoing liquidity management,
CCC combines both balance sheet and income statement
data to measure liquidity with dimension of time.

Indeed, it is deduced that CCC is the most important aspect
of working capital management (WCM). CCC illustrate the
investment and credit decisions in the customer, inventory
and suppliers, which in turn, shows the average number of
days from the date when a firm starts payment to its
suppliers and date when it begins to receive payments from

its debtors. CCC is employed as the overall measure of
working capital since it illustrates the gap between
expenditure for purchases and collection of sales [16]. In
fact, Jordan defined cash cycle as the time between cash
disbursement and cash collection.

Cash cycle can be illustrated in an equation where:

Cash cycle = operating cycle — accounts payable period. On
the other hand,

Operating cycle = inventory period + accounts receivable
period.

In the context of the current study, the cash conversion cycle
can be employed to illustrate the interaction between cash
management which is the independent variable of the study
and profitability of non deposit-taking MFIs in Kenya.

6.1.2 Walker’s Theory

It was observed that this theory postulates that a firm’s
profitability and growth are partly determined by how its
working capital is managed. It is asserted that when the flow
of funds created by the movement of the working capital is
interrupted, due to diverse reasons, the turnover of the
working capital is decreased just as the rate of return on
investment. Walker’s theory further posits that capital
should be invested in each component of working capital as
long as the equity position of the organization increases.
This is in line with the fact that each shilling invested in
either fixed assets or working capital should essentially
contribute to the net worth of the firm. More so, it is argued
that the type of capital employed to finance the working
capital directly affects the amount of risk the organization
assumes as well as the opportunity for gain or loss and the
cost of capital. Walker’s theory enables better
comprehension of working capital management. The scholar
avers that lenders acknowledge the fact that a firm’s ability
to repay short-term loans is directly related to cash flow and
not earnings. Needless to say, therefore, every firm should
ensure that it makes every effort to the maturity of its flow
of internally generated funds. Walker’s theory can be
employed in the current study to explain how non deposit-
taking MFIs can manage their cash flows in order to enhance
their profitability and eventual growth.

6.2 Empirical Literature Review

This part reviews empirical studies that have hitherto been
conducted by different scholars on areas touching on
components of non-performing loans and in particular credit
risk, and financial performance. The study reviews global,
regional, and local studies respectively.

6.2.1 Cash Management

In a study of Belgium’s firms, it was noted that, a shorter
cash conversion cycle is related to better performance of the
enterprises. On the same note, efficient working capital
management is pivotal in creation of shareholders’ value. In
a study carried out in Saudi Arabia, cash conversion cycle
(CCC) on a sample of joint stock companies, was
established to be of greater importance than current ratio in
measuring liquidity that affects profitability [4]. In other
words, the former (CCC) has greater effect on the
profitability of an enterprise than the latter (current ratio).
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A study of a sample of firms listed on New York Stock
Exchange, sought to investigate the relationship between
CCC and firm’s profitability. It was established that there
exists a significant relationship between cash conversion
cycle and profitability of the firms under study. This was
interpreted to imply that indeed management can create
value for an enterprise through appropriate handling of
CCC. According to the findings of a study on working
capital management of manufacturing sector in Pakistan [17]
WCM has a significant effect on profitability and plays a
crucial role in shareholders’ value creation since longer cash
conversion cycle has negative effect on profitability of
enterprises.

In yet another study [5], it was posited that in developing
countries, small enterprises often rely on informal sources of
funding and have basic needs, such as managing cash flow
through short-term loans and basic savings accounts. A pilot
study in South Africa established that most very small firms
need a short term line of credit to weather brief (sometimes
overnight) cash flow gaps [2]. The study recommended that
the MFIs should also need to develop specific training for
loan officers. That is, the loan officers should transition from
a “character only” lending judgment, as employed by many
MFIs in lending decisions, to one that emphasizes on cash
flow and collateral or guarantor forms of repayment when
making small business lending decisions. A study on MFIs
in Ethiopia, revealed that designing product terms tied to
client cash flow enhances the repayment capacity and allows
the MFIs to sustain their operations.

The study on the relationship between cash flows and
earnings performance measures for firms listed in the
Nairobi Securities Exchange (NSE) found that there exists a
negative relationship between cash flows from financing and
investing activities and returns performance indicators. In
the same breadth, the effect of working capital management
on the performance of 30 firms listed in NSE was studied. It
was established that there exists a negative correlation
between the time when the cash is collected from customers
and the firm’s productivity. Interpretatively, more profitable
enterprises are bound to take less time to collect cash from
their customers contrary to less profitable firms.

In a survey of deposit-taking MFIs in Kenya [12], it was
asserted that optimization of working capital balances is
interpreted to mean minimizing the working capital
requirements and maximizing possible revenues. In other
words, it is observed that efficient WCM enhances a firm’s
free cash flow. This in turn, increases a firm’s growth
opportunities and return to shareholders. It was posited that
the cash flow problems of many small enterprises are
aggravated by poor financial management, particularly, the
lack of planning requisite cash requirements [7]. It is argued
that in Kenya, the current squeeze on cash and credit is
threatening the survival of several MFIs both deposit-taking
and non deposit-taking. It is further acknowledged that MFIs
cannot operate without working capital. In this light, MFIs
are recommended to appreciate the fact that WCM is
necessary in making short-term decisions in working capital.
It should also be ensured that every MFI has the capacity to
continue its operations with adequate cash flow for
payments of both maturing short-term debt and impending

operation expenses. The study’s findings concurred with
findings of a previous study [18], that increase in cash
conversion cycle is bound to decrease the profitability of a
firm.

6.2.1 Concept of Profitability

A dynamic economy and relatively stable macroeconomic
and political environment are said to offer an enabling
environment to the success of the MFIs. The foregoing
dynamism results in increased and growing demand for
financial services. In a study of deposit-taking MFIs in
Ethiopia, it was argued that, stable macroeconomic
conditions and relatively low inflation support the
profitability of MFIs. Against this backdrop, macroeconomic
stability despite being important is not by itself a sufficient
condition for the profitability and growth of MFIs. There
exists an interesting scenario. On one hand, it is noted that
there are poorly performing MFIs in countries with stable
macroeconomic conditions. On the other hand, it is possible
for MFIs to operate effectively even when the economy is
not that stable.

It is further asserted that regulatory environment affects
growth, efficiency, productivity, and sustainability of MFIs.
The growth of outreach in MFIs in Ethiopia is noted to have
positive implications on financial institutions. Some of the
reasons include that, it enables the MFIs to reach large
number of clients and attain sound impact on reducing
poverty; reduce average operating cost of MFIs by reducing
or eliminating losses, and not by increasing lending interest
rates; improves financial and operational sustainability;
helps MFIs to satisfy their clients’ needs through various
services; presents a better image of MFIs so as to attract loan
capital from banks, donors, and social investors for their
expansion; and enhances the borrowers’ willingness to
repay. It is also asserted that improving access to loan
capital and developing efficient and effective systems for
mobilizing savings are crucial for enhancing outreach and
capitalization of MFIs. Moreover, the profitability and
performance of MFIs is posited to mainly depend on their
capacity. For this to be achieved there ought to be
improvement in governance, human resource development,
systems development, technology development, and
mobilization of funds.

A study on the problems that affect the growth of MFIs in
Tanzania was conducted [11]. It was realized that the most
important factors that inhibit the growth of MFIs include the
educational levels of customers, lack of capital to lend to
clients and staff related incentives, and skills development.
In a study of performance of MFIs in Tanzania [8], it was
established that commercial banks outperform traditional
MFIs. In the same right, balanced scorecard was
recommended on the grounds that it provides the potential to
investigate the overall performance of MFIs from two
dimensions, that is, financial and non-financial performance.

The potential role of MFIs in mobilizing savings; taking the
cases of Uganda and Kenya was assessed [6]. The scholar
observed that while enterprises require minimal capital to
start their businesses, a relatively large amount of capital is
required to invest in on-going operations. Moreover, it is
posited that some funds are required as a buffer against
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declines in profitability. Furthermore, additional capital is
necessary to facilitate profitability. Savings accumulation is
asserted to present a crucial tool to generate business
growth. In a study of deposit taking MFIs in Kenya [12], it
was noted that efficient WCM increases an enterprise’s free
cash flow, which in turn, it was argued, enhances a firm’s
growth opportunities and return to shareholders.

7. Research Methodology

The current study, in carrying out the investigations, adopted
a descriptive survey research design. Descriptive research
seeks to find out what is happening, or what is causing a
certain happening to occur [9]. Descriptive studies are,
moreover, argued to be popular in business research due to
their versatility across disciplines. On the other hand,
surveys are more often cross-sectional in nature and as such
their rationale, as exemplified in this study, was to collect
data and carry out a study at a particular point in time and to
use it to describe existing conditions.

The target population is asserted to be the population to
which the study findings will be generalized. In the current
study, the target population comprised of the 63
accounting/finance officers, credit officers, and management
staff of the 19 non deposit-taking MFIs within Nakuru East
Sub-County. Given that the target population was relatively
small (less than 100) census survey was employed [9]. This
method was the most suitable since it eliminated the
sampling bias because all members of the target population
participated in the study. The study exclusively used a
structured questionnaire to collect data. The questionnaire
captured the demographic information of the respondents.
More importantly, it captured questions on two sets of
variables, that is, independent and dependent variables. A
pilot test was conducted prior to the main study with the
object of determining both reliability and validity of the
instrument. Reliability was tested using Cronbach alpha
coefficient while validity was tested by use of principal axis
factoring method. Propositions in every constructs that
returned values of alpha and Eigenvalues equal to or greater
than 0.7 and 1.00 respectively for deemed both reliable and
valid and as such suitable for the main study.

7.1 Data Processing and Analysis

After collecting the data from the field, the questionnaires
were grouped and evaluated to ensure their completeness.
This was essential since only complete and accurately filled
questionnaires were to be considered for the study. This was
followed by coding of the raw data by the help of the
Statistical Package for Social Sciences (SPSS) tool. Data
analysis was conducted using both descriptive and
inferential statistics to analyze the findings from the raw
data. Descriptive analysis included measures of central
tendency (mean), and measures of variability (frequencies,
percentages and standard deviations). On the other hand,
inferential analysis involved the Pearson’s correlation that
sought to establish the relationship between cash
management and profitability. The findings were presented
in form of tables that reflected both descriptive and
inferential statistical findings.

7.2 Research Findings

The study recorded a remarkable 91.07 per cent response
rate which was deemed highly suitable for the study.

7.2.1 Descriptive Findings
The opinions of the respondents regarding aspects touching
on cash management and profitability of non deposit-taking
MFIs are outlined in this section.
a) Descriptive  Statistical
Management
The study investigated the views of the respondents
regarding aspects touching on cash management in MFIs
based in Nakuru East Sub-County, Kenya. Table 1 presents
the relevant descriptive findings. It was discovered that,
respondents agreed that, squeeze on cash and credit is
threatening the survival of non deposit-taking MFIs; non
deposit-taking MFIs should emphasize on cash flow and
collateral/guarantor forms of repayment when making
lending decisions; cash conversion cycle (CCC) has greater
effect on profitability than current ratio; non deposit-taking
MFIs manage cash flow through short term loans and basic
savings accounts; there exists a significant relationship
between CCC and profitability of non deposit-taking MFIs;
every non deposit-taking MFI should have the capacity to
continue its operations with adequate cash flow; shorter
CCC is related to better performance of non-deposit-taking
MFI, and also has positive effect on profitability of non
deposit taking MFIs. This is supported by the findings that
the aforementioned propositions returned means tending
towards 4.00 (agree). However, they were indifferent (Mean
~ 3.00) regarding the propositions that, cash flows from
financing and investing activities affect returns performance
indicators negatively; and more profitable non deposit-
taking MFTIs are likely to take less time to collect cash from
their customers.

Findings for Cash

Table 1: Descriptive Results for Credit Risk
Min|Max|Mean| S.D.

Cash flows from financing and investing
activities affect returns performance| 2| 5| 3.24| .988
indicators negatively

More profitable non deposit-taking MFIs
are likely to take less time to collect cash| 1| 5| 3.34/1.289
from their customers

Squeeze on cash and credit is threatening
the survival of non deposit-taking MFIs

Non  deposit-taking ~ MFIs  should
emphasize on cash flow &
collateral/guarantor forms of repayment
when making lending decisions

CCC has greater effect on profitability
than current ratio

2| 5| 4.001 .707

2| 5| 4.03] .823

21 5] 4.15] .732

Non deposit-taking MFIs manage cash
flow through short term loans and basic| 1| 5| 4.17| .889
savings accounts

There exists a significant r/p between CCC
and profitability of non deposit-taking| 2| 5| 4.24| .739
MFIs

Every non deposit-taking MFI should have
the capacity to continue its operations with| 3| 5| 4.38| .728
adequate cash flow
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Shorter cash conversion cycle is related to
better performance of non-deposit-taking| 3| 5| 4.45| .572
MFI

Shorter CCC has positive effect on
profitability of non deposit taking MFIs

3| 5| 445 572

Descriptive Statistical Findings for Profitability

The researcher sought the opinions of the targeted
employees of non deposit-taking MFIs in Nakuru East Sub-
County. Table 2 outlines the findings. It was revealed that,
respondents strongly agreed (Mean =~ 5.00; S.D. = 0.572)
that, cash management influenced profitability of non
deposit-taking MFIs in Nakuru East Sub-County.

Table 2: Descriptive Results for Financial Performance
Min|Max|Mean|S.D.

Cash management affects profitability of

non deposit-taking MFIs 3| 3| 4331972

7.2.2 Relationship between Cash Management and
Profitability

This section presents correlational findings in an attempt to
illustrate how cash management affects profitability of non
deposit-taking MFIs in Nakuru East Sub-County. The results
are as shown in Table 3. The findings indicate that, there
exists a very strong and positive correlation between cash
management and profitability of MFIs (p = 0.815; p < 0.01).
The relationship as illustrated by the findings is also
statistically significant. The foregoing is interpreted to imply
that enhancement of cash management would very likely
result in improved profitability of the aforementioned MFIs

Table 3: Relationship between Cash Management and

Profitability
Profitability
Cash Pearson . 215"
Management|Correlation
Z‘ii " 2 000
N 29

**_Correlation is significant at the 0.01 level (2-tailed).

8. Summary, Conclusions and

Recommendations

In this section, a summary of key study findings is outlined.
This is followed by drawing conclusions and suggesting
recommendations in light of the study objectives

8.1 Summary

The squeeze on cash and credit is threatening the survival of
non deposit-taking MFIs. Such MFIs ought to emphasize on
cash flow and collateral/guarantor forms of repayment when
making lending decisions. It was also established that, cash
conversion cycle (CCC) has greater effect on profitability
than current ratio which tallied with opinion of an earlier
study [4]; non deposit-taking MFIs manage cash flow
through short term loans and basic savings accounts; there

exists a significant relationship between CCC and
profitability of non deposit-taking MFIs; every non deposit-
taking MFI should have the capacity to continue its
operations with adequate cash flow; shorter CCC is related
to better performance of non-deposit-taking MFI, and also
has positive effect on profitability of non deposit taking
MFIs. The findings concurred with the assertion that, a
shorter cash conversion cycle is related to better
performance of the enterprises. The findings indicated that,
there exists a very strong, significant and positive correlation
between cash management and profitability of MFIs.
Therefore, enhancement of cash management would very
likely result in improved profitability of the aforementioned
MFIs.

It was revealed that, respondents concurred that, cash
management influenced profitability of non deposit-taking
MFIs in Nakuru East Sub-County. The findings agreed with
a previous study’s assertions that, cash management through
setting aside some funds as a buffer against declines in
profitability is very necessary [6]. Furthermore, the findings
concurred with a study on deposit-taking MFIs in Kenya
[12] that, efficient working capital enhances free cash flow
and ultimately the growth of a firm.

8.2 Conclusions

The study findings led to the conclusion that, cash
conversion cycle (CCC) has great effect on profitability; and
that every non deposit-taking MFI should have the capacity
to continue its operations with adequate cash flow. It was
further concluded that, enhancement of cash management
would very likely result in improved profitability of the non
deposit-taking MFIs

8.3 Recommendations

The study suggests that, non deposit-taking MFIs ought to
enhance their cash management by ensuring among others,
that the concerned MFI has adequate cash flow. Scholars are
further recommended to conduct studies on the implication
of working capital management in other financial
institutions such as deposit-taking MFTIs. It is also, suggested
that, it would be essential to carry out a comparative study
on how different financial institutions manage their cash
flows.
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