
WORKING CAPITAL MANAGEMENT ON MANUFACTURING 

COMPANIES OF NEPAL 

(Comparative Study on Hetauda Cement Industry Ltd. and Unilever Nepal Ltd.)  

 

 

 

 

 

 

Submitted by: 

Laxmi Sapkota 

Birendra Multiple Campus 

T.U. Regd. No. : 7-1-241-560-99 

Exam Roll No. : 190054 (2065-067) 

 

 

 

 

A Thesis Submitted to: 

Office of the Dean 

Faculty of Management  

Tribhuvan University  

 

 

 

 

In the partial fulfillment of the requirements for the degree of  

Master's in Business Studies (MBS) 

 
 

Bharatpur, Chitwan  

November, 2012  



 i 

 

 

 

 

 

RECOMMENDATION  

 

This is to certify that the thesis  

 

Submitted by 

Laxmi Sapkota 

 

Entitled 

Working Capital Management on Manufacturing Companies of Nepal 

(Comparative Study on Hetauda Cement Industry Ltd. and Unilever Nepal Ltd.)  
 

has been prepared as approved by this department in the prescribed format 

of faculty of management. This thesis is forwarded for evaluation. 

 

.....…………….................   

Ganga Prasad Sapkota    

(Thesis Supervisor) 

 

.....……………................. .....…………….................  

Baikuntha Pd. Bhusal Baikuntha Pd. Bhusal   

(Thesis Supervisor) (Chairperson, Research Committee) 

 

 

….........…………… ….……….....…........… 

Sushil Dahal Dr. Keshav Bhakta Sapkota 

(Programme Incharge)   (Campus Chief) 

 

Date:  



 ii 

 

 

 

 

 

 

VIVA-VOCE SHEET 

We have conducted the Viva-Voce examination of the  

Thesis presented by 

 

Laxmi Sapkota 

 

 

Entitled 

Working Capital Management on Manufacturing Companies of Nepal 

(Comparative Study on Hetauda Cement Industry Ltd. and Unilever Nepal Ltd.)  
 

 

and found the thesis to be the original work of the student and written 

according to the prescribed format. We recommended the thesis to be 

accepted as partial fulfillment of the requirement for 

Master Degree in Business Studies (MBS) 

 

 

VIVA-VOCE COMMITTEE 

 

Chairperson, Research Committee: ………………………. 

Member (Thesis Advisor): ………………………. 

Member (External Expert): ………………………. 

Date:  



 iii 

 

DECLARATION 

 

 

I hereby declare that the work done in this thesis entitled "Working Capital 

Management on Manufacturing Companies of Nepal: Comparative Study on 

Unilever Nepal Limited and Hetauda Cement Industry Limited" submitted 

to Birendra Multiple Campus, Faculty of Management, Tribhuvan 

University is my original work. It is done in the form of partial fulfillments 

of the requirement of the degree of Master of Business studies (M.B.S.) 

under the supervision and guidance of Baikuntha Pd. Bhusal, Lecturer of 

Birendra Multiple Campus. 

 

 

Date: .................. 

 

 

 

Laxmi Sapkota 

Researcher 

Birendra Multiple Campus 

T. U. Regd. No. 7-1-241-560-99 



 iv 

ACKNOWLEDGEMENT 

 

 

This thesis entitled "Working Capital Management on Manufacturing 

Companies of Nepal: Comparative Study on Unilever Nepal Limited and 

Hetauda Cement Industry Limited" has been prepared in the prescribed from 

as required by the central department of management for the partial 

fulfillment of master degree in business administration.  

I would like to express my gratitude to my supervisor Baikuntha Pd. Bhusal 

(Chairperson of research committee) respected lecturer of Birendra Multiple 

Campus & Ganga Pd. Sapkota for their valuable suggestion and guidance. 

His continuous cooperation and coordination has been instrumental in the 

process of preparing this research work.  

My special thank goes to Campus Chief Dr. Keshav Bhakta Sapkota, Sushil 

Dahal, Sudip Wagle and Damodar Poudel, lecturer of Birendra Multiple 

Campus for their proper encouragement & cooperation. 

I would like to express my hearty thanks to my family members for regular 

inspiration, encouragement and continuous contributions for completion of 

this dissertation.  

I am also grateful to C. M. Adhikari (Classic Computer) for printing this 

dissertation. 

 

 

Date:  

 

Laxmi Sapkota 

Birendra Multiple Campus 

 



 v 

TABLE OF CONTENTS 

 

Recommendation  I 

Viva-Voce Sheet  II 

Declaration III 

Acknowledgment  IV 

Table of Contents V-VII 

List of Tables VIII 

List of Figures IX 

List of Abbreviations X 
 

CHAPTER ONE Page No. 

INTRODUCTION 1-5 

1.1 Background of the Study 1 

 1.1.1 Introduction of the Organization  2 

1.2 Statement of the Problem 2 

1.3 Objectives of the Study  3 

1.4 Significance of the Study  4 

1.5 Limitations of the Study  5 

1.6 Organization of the Study  5 

CHAPTER TWO  

REVIEW OF LITERATURE 6-32 

2.1 Conceptual Framework 6 

 2.1.1 Meaning of Working Capital 6 

 2.1.2 Concept of Working Capital 8 

 2.1.3 Gross Concept 9 

 2.1.4 Net Concept 9 

2.2 Classification of Working Capital  11 

2.3 Need of Working Capital  12 

2.4 Working Capital Cycle 14 

2.5 Working Capital Policy 16 

2.6 Financing of Working Capital  21 

2.7 Determinants of Working Capital  24 



 vi 

2.8 Working Capital Cash Flow Cycle 26 

2.9 Review of Related Journals/ Articles  28 

2.10 Review of Related Thesis  30 

2.11 Research Gap 32 

CHAPTER THREE  

RESEARCH METHODOLOGY 33-41 

3.1 Introduction  33 

3.2 Research Design  33 

3.3 Sources of Data  33 

3.4 Population & Sample  33 

3.5 Collection of Data  34 

3.6 Data Processing and Analysis  34 

3.7 Research Variable 34 

3.8 Tools Used  34 

 3.8.1 Financial Tools  35 

 3.8.2 Statistical Tools  39 

CHAPTER FOUR 

PRESENTATION AND ANALYSIS OF DATA 42-76 

4.1 Working Capital Policy 42 

4.2 Components of Current Assets 42 

4.3 Components of Current Liabilities  46 

4.4 Net Working Capital of UNL and HCIL 48 

4.5 Current Assets Investment Policy 50 

 4.5.1 Ratio of Current Assets to Fixed Assets (CAFA) 50 

 4.5.2 Current Assets to Sales Ratio of HCIL & UNL 52 

4.6 Turnover Position  53 

 4.6.1 Inventory Turnover Ratio and Inventory Conversion Period  54 

 4.6.2 Receivables or Debtors Turnover & Average Collection Period   56 

 4.6.3 Total Assets Turnover Ratio 59 

 4.6.4 Cash and Bank Balance Turnover Ratio 60 

4.7 Liquidity Ratio 62 



 vii 

 4.7.1 Current Ratio 62 

 4.7.2 Quick Ratio 64 

4.8 Profitability Position  66 

 4.8.1 Gross Profit Margin 66 

 4.8.2 Net Profit Margin 68 

 4.8.3 Return on Total Assets 69 

4.9 Statistical Analysis  71 

4.10 Major Findings of the Study 74 

CHAPTER FIVE 

SUMMARY, CONCLUSION AND RECOMMENDATION    77-80 

5.1 Summary   77 

5.2  Conclusion  78 

5.3 Recommendation 79 

Bibliography 81-82 

Appendixes 83-97 



 viii 

LIST OF TABLES 

 

Table No. Titles Page No. 

 
4.1 Components of Current Assets HCIL  43 

4.2 Components of Current Assets in UNL  44 

4.3 Components of Current Liabilities in HCIL  46 

4.4 Composition of Current Liabilities in UNL 47 

4.5 Working Capital of HCIL  48 

4.6 Working Capital of UNL 49 

4.7 Current Assets to Fixed Assets Ratio of HCIL  51 

4.8 Current Assets to Fixed Assets Ratio of UNL 51 

4.9 Ratio of Current Assets to Sales  53 

4.10 Inventory Turnover Ratio and Inventory Conversion Period of HCIL 54 

4.11 Inventory Turnover Ratio and Inventory Conversion Period of UNL 55 

4.12 Receivables Turnover and ACP of HCIL 56 

4.13 Receivables Turnover and ACP of UNL 57 

4.14 Cash Conversion Cycle  58 

4.15 Total Assets Turnover Ratio of HCIL 59 

4.16 Total Assets Turnover Ratio of UNL 60 

4.17 Cash and Bank Balance Turnover Ratio of HCIL & UNL 61 

4.18 Current Ratio of HCIL  62 

4.19 Current Ratio of UNL  63 

4.20 Quick Ratio of HCIL  64 

4.21 Quick Ratio of UNL  65 

4.22 Gross Profit Margin of HCIL  66 

4.23 Gross Profit Margin of UNL 67 

4.24 Net Profit Margin of HCIL  68 

4.25 Net Profit Margin of UNL  69 

4.26 Return on Total Assets of HCIL  70 

4.27 Return on Total Assets of UNL  71 

4.28 Relationship  Between Gross Working Capital and other Variables of HCIL 72 

4.29 Relationship between gross working capital and other variables of UNL 73 



 ix 

LIST OF FIGURES 

 

Figure No. Titles Page No. 

 
2.1 Permanent and temporary working capital  11 

2.2 Working Capital Cycle  15 

2.3 Current Assets Investment Policy  18 

2.4 Conservative Financing  19 

2.5 Aggressive Financing 20 

2.6 Financing under Maturity Matching 21 

 

 

 

 

 

  



 x 

ABBREVIATIONS 

 

ACP = Average Collection Period 

ADB = Asian Development Bank 

CA = Current Assets 

CAFA = Current Assets to Fixed Assets 

CATA = Current Assets to Total Assets 

CCC = Cash Conversion Cycle 

CL = Current Liabilities 

Co. = Company 

COGS = Cost of Goods Sold 

CR = Current Ratio 

DSO = Days Sales Outstanding 

FY = Fiscal Year 

GPM = Gross Profit Margin 

GWC = Gross Working Capital 

HCIL =  Hetauda Cement Industry Limited 

ICP = Inventory Conversion Period  

ITR = Inventory Turnover Ratio 

Ltd. = Limited 

LTF = Long-Term Financing 

NPM = Net Profit Margin 

NWC = Net Working Capital 

OC = Operating Cycle  

PDP = Payable Deferral Period 

PE = Probable Error 

QR = Quick Ratio 

r = Correlation Coefficient 

RCP = Receivable Conversion Period 

ROA = Return on Assets 

RTR = Receivable Turnover Ratio 

STF = Short-Term Financing 

TF = Total Financing 

TU = Tribhuvan University 

UNL = Unilever Nepal Limited 

WC = Working Capital 


