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1. [bookmark: _Toc224042993][bookmark: _Toc224718863]Introduction

1.1. [bookmark: _Toc224042994][bookmark: _Toc224718864]Background of the Study
Working capital management (WCM) involves the management of a firm's short-term assets and liabilities to achieve operational efficiency and financial stability (Saxena, 2024). It is commonly calculated as the difference between current assets and current liabilities and is crucial in sustaining liquidity and day-to-day business activities (Yenni et al., 2021). Good WCM helps organisations to achieve an ideal balance between profitability and liquidity without any disruption in their operations due to lack of sufficient cash flow (Oduleye and Medon, 2023).
In companies in the high-competitive market, to maintain profitability and operational performance, it is necessary to manage Working Capital (WC) elements, including inventory, receivables, and payables efficiently (Ijuwo, 2024). Such factors are well managed to ensure that firms lower the cost of financing, increase Cash Conversion Cycles (CCC), and improve financial flexibility (Tarighi et al., 2024). According to Sensini and Vazquez (2021), properly managed WC practises have the potential to enhance corporate performance, as they enhance the allocation of resources and reduce the amount of superfluous capital that is tied up in WC in the short term (Sensini and Vazquez, 2021).
The significance of WCM is especially noticeable in the retail sector (Mandipa and Sibindi, 2022). The retail companies are usually characterised by large stocks, changing demand among consumers, and seasonal sales trends, which necessitate short-term financial management (Ramadan and Morshed, 2023). The retail sector is a significant source of employment and economic activity in the United Kingdom, and publicly listed retail companies face additional pressure to deliver strong financial results and shareholder value (House of Commons Library, 2021). As a result, the management of WC has been identified as a critical component that determines the profitability and sustainability of the UK retail companies.
1.2. [bookmark: _Toc224042995][bookmark: _Toc224718865]Research Problem
Although the management of WC is considered significant, past empirical research has yielded divergent results on the relationship between WC and profitability. On the one hand, some researchers indicate that effective WCM enhances profitability through the maximisation of liquidity and minimisation of financing costs, whereas on the other hand, some researchers claim that WC over-investment can lower returns because of the inefficiency of resource utilisation (Prasad et al., 2019; Akgunden et al., 2021). These opposing findings suggest that the association between WC and profitability might be different in different industries and economic conditions.
Moreover, despite the economic importance of the UK retail sector, there is a lack of sector-specific empirical research on a particular sector in the case of publicly listed retail companies. This gap shows that there is a need to conduct further research on the impact of various aspects of WC on profitability in this industry.
1.3. [bookmark: _Toc224042996][bookmark: _Toc224718866]Research Aim
This will set out to investigate the effect of WCM on the profitability of publicly listed retail companies in the United Kingdom. The study aims at examining the effect of some of the key WC elements on the financial performance in the UK retail sector.
1.4. [bookmark: _Toc224042997][bookmark: _Toc224718867]Research Objectives
The research will follow the following objectives:
1. To critically analyse the literature that is available on the relationship between WCM and profitability.
2. To examine the WCM practise among publicly listed retail companies in the United Kingdom.
3. To assess how individual WC elements, such as inventory, receivables and payables, affect the profitability of UK retail firms.
4. To offer practical advice on how WC efficiency can be enhanced to support profitability in the UK retail industry.
1.5. [bookmark: _Toc224042998][bookmark: _Toc224718868]Research Questions
The research questions to be answered by the study include:
1. What does the available literature tell us about the connection between WCM and profitability?
2. Which WCM practises are prevalent in the United Kingdom among publicly listed retail companies?
3. What is the impact of the major WC elements, including inventory, receivables, and payables, on the profitability of the UK retail companies?
4. How can retail companies improve WC efficiency and profitability?

2. [bookmark: _Toc224042999][bookmark: _Toc224718869]Literature review
2.1. [bookmark: _Toc224043000][bookmark: _Toc224718870]Purpose
This literature review aims to critically examine recent scholarly studies on WCM and its connection to corporate profitability. Through the analysis of the scholarly research studys, the section reviews the theoretical views and empirical evidence on the WC practises. It also points out areas of congruence and divergence in the literature and gaps that warrant a subsequent study. Specifically, this review addresses the applicability of WCM to profitability in the retail industry and the empirical evidence that is specific to retail companies listed publicly in the United Kingdom.
2.2. [bookmark: _Toc224043001][bookmark: _Toc224718871]Concept of Working Capital Management
WCM is the ability to manage both the short-term assets and liabilities of the firm in a way that ensures operational efficiency and financial stability (Ibrahim et al., 2021). The difference between current assets and current liabilities is generally understood as WC and reflects the funds that a company can use to pay its short-term financial commitments (Yenni et al., 2021). It is important to manage these resources effectively since it makes sure that firms are able to continue their daily operations and remain liquid enough.
Corporate finance wise, WCM is critical in ensuring the balance between profitability and liquidity (Sogomi et al., 2024). Companies that do not effectively use their WC can experience shortage of liquidity, operational interruptions, or higher financing expenses (Tarighi et al., 2024). On the other hand, overinvestment in current assets can lead to the squandering of resources that lead to a decrease in overall profitability (Sensini and Vazquez, 2021). Therefore, the key elements of WC should be handled in a careful manner by organisations.
Inventory, receivables, and payables are the main elements of WC (Oktavia and Indrati, 2021). Inventory Management (IM) is concerned with keeping the best stock quantities to prevent shortage or overholding expenses (Lijuan et al., 2023). Receivables Management (RM) is the process of controlling the credit granted to the customers in order to guarantee the cash inflows on time, whereas the Payables Management (PM) is connected with the regulation of the payments to the suppliers without ruining the business relations (Voronov et al., 2024). The combination of these elements defines the effectiveness of the CCC that is extensively employed to assess the performance of WC (Yenni et al., 2021). These factors are thus very important in the effective management of operational performance and financial stability.
2.3. [bookmark: _Toc224043002][bookmark: _Toc224718872]Working Capital and Profitability Relationship 
The connection between the WCM and the corporate profitability has been a topic of much controversy in the literature of financial management. Several articles indicate that effective management of WC has a positive relationship with profitability. To illustrate, companies that successfully control inventory levels, shorten the receivables collection cycle, and maximise the payables may enhance the efficiency of cash flow and lower the possibility of using external funding. This eventually reduces the cost of financing and improves profitability (Tarighi et al., 2024). Correspondingly, Akgun and Karatas (2021) state that companies that have effective WC practises are more likely to perform better financially due to the fact that they use their resources more efficiently, and have a higher liquidity position.
Nonetheless, Anton and Nucu (2020) point out that there is a possible negative association between the WC levels and profitability ( Anton and Nucu, 2020). Over investment in WC (e.g. carrying a high amount of inventory) or long credit lines may raise operational costs and decrease returns on assets (Akbar et al., 2021). Under these circumstances, companies might lock up the money in short-term investments that would otherwise be employed in more lucrative long-term investments (Ochoa et al., 2026). Consequently, poor management of WC can lower the overall financial performance.
Such opposite views demonstrate the presence of a trade-off between profitability and liquidity. Companies should maintain adequate liquidity in order to sustain operations and to meet short term liabilities but excess liquidity can lower profitability because of idle resources. Thus, the optimal WC is necessary to balance the operational stability and financial performance. Although various researches have been conducted on this relationship in various industries and countries, empirical evidence is still contradictory. In addition, the body of research on the specific topic of publicly listed retail firms in the UK is limited, suggesting a gap in research that can be bridged by this study.
2.4. [bookmark: _Toc224043003][bookmark: _Toc224718873]Key Components of Working Capital
WCM is the process of controlling efficiently the three major elements namely inventory, receivables and payables. All these factors define the effectiveness of the CCC of a firm and have a major impact on the performance of operations and financial stability.
2.4.1. [bookmark: _Toc224718874]Inventory Management
IM is one of the most important aspects of WC, especially in retail industry where huge amounts of goods are stored and sold. Effective IM will see to it that companies have the best stock levels to support the demand of the customers at the same time without having to incur too much holding costs. Improper IM can result in stock-out or excessive stock which can have adverse impacts on the effectiveness and profitability of the operation. With an appropriate inventory strategy, organisations are able to minimise the cost of storage, avoid obsolescence of stocks, and enhance the performance of the whole organisation (Ramadan and Morshed, 2023).
2.4.2. [bookmark: _Toc224718875]Receivable Management
RM pertains with the management of the credit that is given to customers and the prompt collection of the payment. Companies tend to give credit to boost sales and build stronger relationships with customers but too much credit may cause liquidity difficulties and raise chances of bad debts. Effective management of receivables guarantees a constant collection of cash, thus enhancing liquidity and allowing firms to fund continuing operations without having to depend too much on external funding (Ebire et al., 2024).
2.4.3. [bookmark: _Toc224718876]Payables Management
PM can be described as the way companies handle their debts to suppliers. The extension of payment terms can grant companies extra short-term financing and enhance the level of cash. Delays in payments can however destroy relations with suppliers or lead to the loss of early payment discounts. Hence, companies need to strike a good balance to pay suppliers on time to reduce financing cost without any negative impact on their supplier relationships (Ramadan and Morshed, 2023). These elements in combination define the success of WCM and its influence on corporate profitability.
2.5. [bookmark: _Toc224043007][bookmark: _Toc224718877]Empirical Studies on the Retail Sector and Listed Firms
A retail industry has its own distinctive features of operations that render WCM especially significant. Retail companies are characterised by high inventories turnover, seasonal demand, and stiff competition among physical stores as well as online stores. Such considerations force companies to have effective IM and high liquidity level to continue performing operations and achieving profitability (Shankar et al., 2021).
Empirical research has emphasised on the importance of effective WC practises among companies that are in developed economies. Studies have shown that organisations that have properly controlled WC structure are better placed to respond to the change in the market and also stay afloat even when the economic environment is unpredictable. The pressure on maintaining an effective financial management practise is more on publicly listed firms especially because of the demands by investors and the regulations.
In the retailing industry, inventory, receivables, and PM can affect financial performance significantly. Retail companies that achieve an optimal use of these elements have a better chance of controlling cash flows, lower costs of operations, and increase profitability. Nevertheless, although WC is a significant factor in the operations of a retail enterprise, empirical evidence on the subject, especially in the context of the UK retail sector, is scarce.
2.6. [bookmark: _Toc224043008][bookmark: _Toc224718878]Research Gap
Despite the fact that WCM and profitability have been widely studied, the current literature is still inconclusive. Certain researches demonstrate that there is a positive association between efficient WC practises and financial performance whereas others indicate possible negative consequences that come with excessive WC investment. These conflicting findings indicate that the effects of WC can be differentiated based on the industry features and the state of economies.
Moreover, very little research is specifically dedicated to publicly listed retail companies in the United Kingdom. The dynamic retail sector, especially after the COVID-19 pandemic, has brought a great impact on the practise of financial management and the operational strategy. Therefore, more recent empirical research is needed to comprehend the impact of WCM on profitability in this industry better.
Thus, the study examines the connection between management of WC and profitability of publicly listed UK retail firms.

3. [bookmark: _Toc224043009][bookmark: _Toc224718879]Methodology
In this section, “the methodological framework applied in the study of the association between WCM and profitability among publicly listed retail firms in the United Kingdom is” outlined. It “outlines the research philosophy, research strategy, data collection methods, sampling methodology, variables and the methods that will be used in the analytical procedures to meet the objectives of the” research.
3.1. [bookmark: _Toc224043010][bookmark: _Toc224718880]Research Philosophy and Approach
The “research philosophy embraced in this study is that of positivism, which presupposes that social and economic phenomena can be measured and” analysed objectively “and based on empirical data. Positivism suits well in this study since the research aims at measuring measurable financial signs like profitability ratios and WC ratios. In line with this philosophy, the study will take a quantitative research methodology, which will be based on statistical analysis of financial” data. The quantitative method allows the researcher to investigate relations between variables systematically and provide objective results based on the empirical financial analysis.
3.2. [bookmark: _Toc224043011][bookmark: _Toc224718881]Research Design 
The study “will utilise empirical financial research design relying on quantitative analysis of financial data of companies. In particular, the proposed study will be based on the panel data research design, which is a combination of cross-sectional and time-series data. The panel data enables the researcher to study numerous” firms across a number of years enhancing the reliability and strength of statistical outcomes.
The study “will be based on the analysis of secondary data because the research does not involve the collection of primary data but uses the available financial data in the publicly available databases. This design is suitable since financial statement information gives objective measures of corporate performance and WC practises. With panel data, the study is also able to observe the patterns and changes in WCM” both across firms and with time.
3.3. [bookmark: _Toc224043012][bookmark: _Toc224718882]Data Sources
Secondary financial information that has been sourced out of credible and popular financial databases will be used in the study. The main sources of data are annual reports of companies, Morningstar, and Bloomberg databases. Annual reports contain audited financial statements with detailed information about corporate financial performance, assets, liabilities and profitability indicators.
Morningstar and Bloomberg databases are widely employed in corporate finance studies as they are a source of all financial data, standardised financial ratios and historical market data of publicly listed companies. These platforms provide reliability and consistency of data, which is vital in empirical financial analysis. The fact that such reputable sources are used increases the validity and credibility of the research results.
3.4. [bookmark: _Toc224043013][bookmark: _Toc224718883]Sample Selection 
This study will use publicly listed retail companies in the United Kingdom as the sample. The companies will be chosen according to their categorization in the retail industry and availability of full financial information needed to analyse. The analysis will analyse a nine-year period of 2016 to 2024 and enable the research to capture the pre- and post-COVID-19 financial trends.
The sample will exclude companies whose financial records are not complete or do not have the necessary data to compute the key variables to guarantee the validity and soundness of the statistical analysis.
3.5. [bookmark: _Toc224043014][bookmark: _Toc224718884]Variables and Measurement
This study “will consider how WCM is related to corporate profitability with the help of a number of financial” variables.
3.5.1. [bookmark: _Toc224043015][bookmark: _Toc224718885] Dependent Variable (Profitability)
· Two financial indicators that are commonly used will be used to measure profitability:
Return on Assets (ROA): The amount of net income divided by the total assets is used to determine the efficiency of the company in utilising its assets to make profits.
Return on Equity (ROE): Net income/shareholders' equity, this is the amount of returns to shareholders.
3.5.2. [bookmark: _Toc224043016][bookmark: _Toc224718886]Independent Variables (WC Components)
· The important WC indicators are:
Inventory Days (IM): This is the average number of days a company has to have inventory in it before it can sell.
Accounts Receivable Days (RM): The mean number of days to collect payments of customers.
Accounts Payable Days (PM): It is the mean days to pay suppliers.
Cash Conversion Cycle (CCC): This is a broad measure that considers the efficiency of WCM, which includes inventory, receivable, and payable periods.
3.5.3. [bookmark: _Toc224043017][bookmark: _Toc224718887]Control Variables
· In order to make the analysis more accurate, the research will have a number of control variables:
Firm Size which is the natural logarithm of total assets.
The ratio of the total debt to the total assets is used to measure leverage.
Sales Growth is the annual growth rate of the revenue of the company.
These are control variables that are used in isolating the impact of WCM on profitability.
3.6. [bookmark: _Toc224043018][bookmark: _Toc224718888]Data Analysis Techniques
Various quantitative “statistical methods will be applied to analyse the collected data. First, the descriptive statistics will be applied to summarise the features of the variables, including mean, standard deviation, minimum, and maximum values. This discussion gives a summary of the financial trends in the” data.
Correlation analysis “will then be done to determine the strength and direction of the relationship between WC variables and profitability indicators. The step assists in determining possible relationships between the” variables.
Lastly, the "panel regression analysis “will be used to determine the effect of the WC elements on the profitability of the firms as other variables are held constant. SPSS will be used in statistical analysis and is generally used in financial and” econometric studies.
3.7. [bookmark: _Toc224043019][bookmark: _Toc224718889]Ethical Considerations
The study will follow the academic and ethical requirements. The research will be done using only publicly available financial information, and no confidential or personal information will be accessed or revealed. Every source of data will be referenced accordingly, and the study will be academically appropriate in terms of reporting research findings and recognising all the mentioned sources.

4. [bookmark: _Toc224043020][bookmark: _Toc224718890]Expected Findings 
Considering “the available literature and theoretical knowledge of the WCM, this research aims to discover that effective WCM has a positive relationship with the profitability of firms with publicly listed companies in the United Kingdom operating in the retail sector. It has been argued by prior studies that companies that are capable of managing short-term liabilities and assets are in a better position to stay liquid and maximise operation efficiency, which ultimately leads to” financial performance (Sensini and Vazquez, 2021).
The research “also envisions that shorter conversion of cash will be correlated with increased levels of profitability. The smaller cash conversion cycle is an indicator that companies can transform inventory and receivables into cash faster and are also efficient with supplier payments. The efficiency can lessen any external financing and decrease operation expenses, which enhance profitability” (Tarighi et al., 2024).
Moreover, IM and RM are “anticipated to play a huge role in financial performance within the retail sector, considering that the industry has been dependent on the effective turnover of stocks and proper credit management. Presence of poor management of these elements can cause high holding costs or liquidity” restrictions.
This study should have useful implications on the corporate managers, investors and financial analysts. Managers can acquire knowledge on how WC efficiency can be optimised, and investors and analysts can have a better understanding on how WC practises can affect firm performance and financial sustainability in the UK retail industry.

5. [bookmark: _Toc224043021][bookmark: _Toc224718891]Limitations 
Although this study has the potential contribution, there are a number of limitations that could affect the scope and application of the study results. To start with, the research is restricted to publicly-traded retailers in the United Kingdom, which can lead to a relatively small sample size. The results are not necessarily representative of the rest of the retail industry, or of privately-owned companies, because the sample of listed retail firms is smaller than in other industries.
Second, the study uses only secondary financial information provided by annual reports of the company and financial databases like Morningstar and Bloomberg. Even though these sources present credible and audited financial data, the secondary data limit the possibility of obtaining qualitative data about managerial decisions or internal financial decisions.
The other limitation is associated with the external economic variables, including market variations, inflation or global economic shocks which are likely to affect the profitability of firms within the study period. These may influence financial performance without consideration of WC practises.
Lastly, the results might not be generalised to other industries or even countries due to the sector-specific focus on the UK retail industry. To alleviate these shortcomings, the panel data covering several years will be involved in the study and suitable control variables will be employed to boost the reliability and strength of the analysis.


6. [bookmark: _Toc224043022][bookmark: _Toc224718892]Expected Timeframe / Research Schedule
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	Results and Findings 
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	Final Submission
	
	
	
	
	
	
	
	



7. [bookmark: _Toc224043023][bookmark: _Toc224718893]Conclusion
The purpose of this research proposal is to investigate how WCM affects the profitability of publicly listed retail firms in the United Kingdom. The study is aimed at examining the impact that the major elements of WC, such as inventory, receivables, and payables, have on financial performance measures such as the ROA and the ROE.
The connection between WCM and profitability is especially relevant to companies that work in the retailing industry, where inventory and cash flow management is crucial to the preservation of operational efficiency and financial viability. Effective WCM can assist companies in maximising liquidity, minimising financing expenses, and enhancing the overall financial performance.
The hypothesised results of the research are likely to add to the financial management literature by offering recent empirical data on the WC profits connection. Also, the study can provide some useful information to the decision-makers in the retail sector, allowing managers, investors, and financial analysts to devise strategies to improve the efficiency of WC and contribute to the long-term profitability.
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