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Financial health reflects a firm’s ability to efficiently manage its financial resources, maintain liquidity, meet obligations, and generate profits while minimizing risk. This study examined the effect of working capital management practices on the financial health of minimarts in Nairobi County, Kenya, using sales growth as the primary indicator. Minimarts play a critical role in urban retailing; however, inefficiencies in managing working capital often undermine their financial stability. The study focused on three key practices: inventory management, cash management, and accounts payable management. Grounded in the cash conversion cycle theory, the research employed a stratified random sampling technique to select 375 minimarts from a population of 2,500. Data were collected using structured questionnaires with 5-point Likert scale items and data collection matrices to capture sales growth metrics. Diagnostic tests confirmed the suitability of the data, showing no issues of normality, multicollinearity, or heteroscedasticity. Both descriptive and multiple regression analyses were applied to test the hypotheses. The findings revealed a positive and statistically significant relationship between all three working capital management practices and financial health, leading to the rejection of the null hypotheses. Inventory management exhibited the strongest effect (β = 0.685), followed by cash management (β = 0.207) and accounts payable management (β = 0.118). The model explained 37% of the variation in financial health. The study highlights the critical importance of efficient inventory control, particularly for fast-moving consumer goods. It recommends that minimarts maintain optimal stock levels and closely monitor cash flows to enhance sales growth. Overall, the findings contribute to both academic literature and practical decision-making, emphasizing that effective working capital management is essential for improving financial performance in the retail sector.
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1.0 INTRODUCTION
Financial health is a fundamental determinant of an organization’s long-term sustainability and success. It reflects a firm’s ability to efficiently manage its financial resources, maintain liquidity, meet obligations, and generate profits while minimizing risk. Scholars such as Ndega et al. (2021) and Weida et al. (2020) emphasize that financial health encompasses key dimensions including profitability, solvency, liquidity, and operational efficiency. These components collectively indicate whether a firm can sustain operations and remain competitive in dynamic market environments. A financially healthy organization is therefore better positioned to withstand uncertainties, access external financing, and pursue growth opportunities.
working capital is regarded as life giving force for any economic unit and its management is considered among the most important functions of corporate management. Every firm, profit oriented or not, irrespective of size and nature of business requires necessary amount of working capital (Lanquaye Lamptey et al., 2017). One of the most critical drivers of financial health is working capital management (WCM). WCM refers to the management of short-term assets and liabilities, including cash, receivables, inventory, and payables (Ninga & Naho, 2024). According to Joel and Sharm (2022), effective WCM directly influences a firm’s liquidity and profitability, thereby shaping its overall financial well-being. It ensures that businesses maintain sufficient cash flow to meet short-term obligations, support daily operations, and exploit investment opportunities. Poor management of working capital, on the other hand, can lead to liquidity shortages, operational inefficiencies, and financial distress.
Globally, WCM has become increasingly important, particularly in the retail sector, where firms operate in highly competitive and rapidly evolving environments. The global retail industry continues to experience significant transformation driven by technological advancements, changing consumer preferences, and intensified competition (Deloitte, 2024). In such contexts, efficient management of working capital components—especially inventory, cash, and payables—is essential for maintaining operational stability and achieving financial growth. Karim et al. (2017) and Ouma et al. (2021) highlight that effective WCM requires careful attention to these components, as they directly influence a firm’s liquidity position and operational performance.
Inventory management, for instance, plays a pivotal role in determining both operational efficiency and financial outcomes. Inventory is the most important asset held by many organisations, representing as much as half of the company’s expenses, or even half of the total capital investment (Munyaka & Yadavalli, 2022). Effective inventory management strategies are crucial for mitigating risks and optimizing the supply chain. These strategies not only help with reducing costs but also enhance the overall efficiency and resilience of the supply chain (Silva et al., 2025). Excessive inventory increases holding and operational costs, thereby reducing profitability, while insufficient inventory leads to stock-outs and lost sales. Studies in Nigeria (Ogbo et al., 2019) indicate that maintaining optimal inventory levels enhances cash flow and improves business performance. Similarly, businesses often hold inventory to secure bulk purchase discounts, stabilize prices, and reduce ordering costs, although this may increase storage expenses. Thus, achieving a balance in inventory management is crucial for sustaining financial health.
Cash management is equally important, as it ensures that firms can meet immediate financial obligations and maintain liquidity (Salas-Molina et al., 2025). Efficient cash management involves balancing inflows and outflows, maintaining optimal cash reserves, and making informed short-term investment decisions. For small retail businesses with limited access to formal credit facilities, such as minimarts, effective cash management is particularly critical. Accounts payable management also contributes to working capital efficiency by enabling firms to optimize supplier relationships and payment schedules. While delaying payments can serve as a flexible financing strategy, it may also result in lost discounts or strained supplier relationships if not managed carefully.
In the African context, particularly in Nigeria and Asia, studies have demonstrated that WCM practices significantly influence business competitiveness and financial performance. As firms expand and demand becomes more volatile, managing working capital becomes increasingly complex (Weida et al., 2020). This complexity is further compounded by supply chain uncertainties, making it difficult to align inventory levels with market demand. Nonetheless, effective WCM practices remain essential for ensuring business continuity and financial stability.
In Kenya, the retail sector is a key contributor to economic growth, accounting for approximately 8% of the country’s GDP (Kenya National Bureau of Statistics [KNBS], 2022). Nairobi City County, as the economic hub, exemplifies the dynamism and competitiveness of the retail industry. Within this sector, minimarts play a vital role by providing convenient access to essential goods for local communities. They are strategically located in residential areas, fuel stations, and informal settlements, making them easily accessible to consumers seeking quick and convenient shopping options.
Despite their importance, minimarts in Nairobi face numerous challenges that hinder their financial performance. These include limited access to financial services, low financial literacy, intense competition from larger retail chains, and inefficiencies in working capital management (Mungai et al., 2020). Data from KNBS (2023) reveals fluctuating sales growth among minimarts, with average growth rates declining from 5.2% in 2021 to 3.8% in 2022, before slightly improving to 4.5% in 2023. Additionally, a report by the Retail Trade Association of Kenya (RETRAK, 2023) indicates that 62% of minimarts struggle to maintain consistent sales growth, while 40% experience negative growth. These trends highlight the financial vulnerability of these businesses.
The COVID-19 pandemic further exacerbated these challenges, with approximately 73% of small retailers in Nairobi experiencing significant declines in sales (Wangari et al., 2021). However, minimarts demonstrated resilience by adopting adaptive strategies that enabled recovery in the latter half of 2021. Consumer behavior has also shifted towards convenience shopping, with 65% of Nairobi residents preferring to purchase daily necessities from nearby minimarts (Nielsen Kenya, 2023). This trend presents growth opportunities, provided that minimarts can effectively manage their working capital to meet changing consumer demands.
Financial health in this study is primarily assessed through sales growth, which serves as a key indicator of business performance and sustainability. Sales growth reflects a firm’s ability to expand its market share, increase revenues, and remain competitive. It is influenced by various financial factors, including liquidity, cost management, and operational efficiency. Financial health can also be evaluated using financial ratios such as liquidity, profitability, and solvency ratios, which provide insights into a firm’s financial stability and risk exposure (Banne et al., 2019).
Working capital management practices are therefore central to enhancing the financial health of minimarts. This study focuses on three core components: inventory management, cash management, and accounts payable management. Inventory management ensures the availability of products while minimizing costs associated with overstocking and stock-outs. Cash management maintains liquidity and supports daily operations, while accounts payable management optimizes supplier relationships and payment terms. Together, these practices influence the efficiency and profitability of minimart operations.
Minimarts in Nairobi are typically small, family-owned businesses that operate in highly competitive environments. Despite the rise of supermarkets and modern retail formats, they continue to play a significant role in the retail ecosystem by serving local communities and providing employment opportunities. Their adaptability, including the adoption of mobile money services, demonstrates their resilience in the face of changing market conditions. However, persistent challenges such as rising costs, fluctuating demand, and limited financial resources necessitate improved financial management practices. In conclusion, the financial health of minimarts in Nairobi County is closely linked to their ability to effectively manage working capital. Given their economic significance and the challenges they face, understanding the relationship between WCM practices and financial health is essential. This study seeks to provide insights into how inventory, cash, and accounts payable management influence sales growth and overall financial performance. By doing so, it aims to contribute to improved financial management practices among minimarts, thereby enhancing their sustainability and competitiveness in a rapidly evolving retail environment.
1.1 Research Problem
Retail businesses, particularly minimarts, play a vital role in local economies but face increasing challenges in sustaining profitability and growth. Recent data indicate a worrying trend, with 40% of minimarts in Nairobi County reporting slowed sales growth and overall retail growth declining from 6.5% in 2020 to 4.2% in 2022. Despite their importance in economic expansion and job creation, many minimarts struggle with liquidity constraints due to ineffective working capital management (WCM), threatening their survival.
Stakeholders highlight widespread financial distress within the sector. A majority of proprietors report difficulty meeting sales targets, while suppliers face delayed payments, reflecting strained cash flows. Financial institutions have also observed rising non-performing loans, signaling increased default risks linked to declining revenues. Existing studies have identified factors such as poor inventory management but often focus on broader sectors or isolated WCM components, leaving significant conceptual and contextual gaps.
Notably, there is limited comprehensive research examining how integrated WCM practices—such as cash, inventory, and accounts payable management—collectively influence minimart performance. This gap underscores the need for a holistic analysis. Addressing it can provide actionable insights to improve financial management, inform policy interventions, and enhance the sustainability and growth of minimarts in Nairobi County. 
1.2 Research Objective
This study was guided by the following general objective to: investigate the effect of working capital management practices on financial health of minimarts in Nairobi County, Kenya.
Specific Objectives were to; 
i. To examine the effect of inventory management practices on financial health of minimarts in Nairobi County, Kenya.
ii. To assess the effect of cash management practices on financial health of minimarts in Nairobi County, Kenya.
iii. To evaluate the effect of accounts payable management practices on financial health of minimarts in Nairobi County, Kenya.

2.0 LITERATURE REVIEW  
Theoretical Literature
This section reviews the key theories underpinning the study by explaining the conceptualization and interrelationships of working capital management constructs. The discussion is anchored on the Cash Conversion Cycle Theory, Operating Cycle Theory, and Trade Credit Theory.
The Cash Conversion Cycle (CCC) Theory, developed by Richards and Laughlin (1980), explains the time lag between cash outflows for purchases and cash inflows from sales. It highlights how efficiently a firm manages its working capital components—inventory, receivables, payables, and cash. In the context of minimarts, the CCC captures the duration taken to sell inventory, collect payments from customers, and settle supplier obligations. A shorter CCC indicates improved liquidity and profitability, as firms recover cash faster. The theory also emphasizes the role of inventory turnover in enhancing cash flow and financial sustainability. However, critics argue that firms do not always follow the theoretical financing hierarchy, limiting its universal applicability. Despite this, CCC remains relevant as it provides a comprehensive framework for evaluating working capital efficiency, especially in financially constrained environments like Nairobi’s minimart sector.
The Operating Cycle Theory extends the CCC by providing a broader perspective on the flow of resources through business operations. It focuses on inventory turnover, receivables collection, and payables management as key determinants of operational efficiency. The theory posits that faster conversion of inventory into sales improves firm performance. This is particularly significant for minimarts dealing with perishable goods and limited storage capacity, where slow inventory turnover can lead to losses. The theory supports the idea that improving each component of the operating cycle enhances overall business performance, making it highly applicable in competitive and resource-limited settings.
The Trade Credit Theory, advanced by Emery (1984), focuses on the role of supplier credit in business financing. It suggests that firms may rely on trade credit even when alternative financing options exist. For minimarts with limited access to formal credit, trade credit serves as a crucial short-term financing mechanism. It enables businesses to manage cash flow effectively by delaying payments while maintaining operations. Overall, the theory highlights the importance of accounts payable management in sustaining liquidity and operational continuity.
2.1 Empirical Review
This section reviews empirical literature related to the study objectives, drawing on global, regional, and local evidence on working capital management practices and financial health. It also highlights key research gaps that justify the current study.
Empirical studies consistently demonstrate that effective inventory management plays a critical role in enhancing financial health. Mwangi et al. (2019), in a survey of 291 manufacturing SMEs in Kenya, established a positive relationship between inventory management practices and financial performance. Techniques such as Just-In-Time (JIT) and Economic Order Quantity (EOQ) were found to significantly improve profitability and liquidity. However, the study’s focus on manufacturing SMEs limits its applicability to retail minimarts.
Similarly, Njiru and Asumani (2022) examined supermarkets in Nairobi County and found that computerized inventory systems and regular stock-taking were strongly associated with improved profitability and stock turnover. Despite its relevance to retail, the study largely focused on larger supermarkets, which differ operationally from minimarts.
From a global perspective, Pais and Gama (2019) analyzed 6,063 SMEs in Portugal and concluded that efficient inventory management, particularly reducing inventory conversion periods, enhances profitability. However, contextual differences limit direct application to Nairobi. Mathuva (2015), studying NSE-listed firms, also found that maintaining optimal stock levels prevents disruptions and improves profitability, though the focus on large firms reduces relevance to small retailers. Overall, these studies affirm the importance of inventory control in financial performance. However, there is limited research specifically addressing the unique inventory management challenges faced by minimarts in Nairobi County.
The literature also highlights the significance of cash management practices in determining financial health. Lucas et al. (2022), studying poultry hatcheries in Kolkata, found that poor cash handling and lack of record-keeping hindered business performance, with no significant link observed between cash management and turnover. This suggests contextual and methodological limitations.
In contrast, Muthini and Mandewa (2019), in a study of retail SMEs in Machakos, found that effective cash management practices such as cash budgeting and monitoring significantly improved profitability and liquidity. Similarly, Ndega et al. (2021), in Nairobi, established that cash planning, surplus investment, and control practices positively influenced financial health indicators, including profitability and working capital ratios. However, both studies focused broadly on SMEs, potentially overlooking the specific dynamics of minimarts.
Regionally, Akinyomi (2018) found that efficient cash management, particularly through optimizing cash conversion cycles, improved profitability in Nigerian manufacturing firms. Shikuku and Ondieki (2020) also reported that SMEs in Eldoret using sound cash management practices exhibited stronger liquidity and financial stability. Despite these insights, variations in context, sector, and scale limit their direct applicability to Nairobi minimarts.
Collectively, these studies emphasize that effective cash management enhances liquidity, profitability, and stability. Nonetheless, there remains a notable gap in research focusing on the specific cash management challenges and financial outcomes of minimarts in Nairobi County.
Empirical evidence on accounts payable management indicates its influence on financial health, though studies focusing on small retail businesses are limited. Bira and Habiba (2018) found a negative relationship between accounts payable periods and profitability among listed manufacturing and construction firms in Kenya, suggesting that excessive delays in supplier payments may harm financial performance. However, the focus on large firms limits relevance to minimarts.
Uche et al. (2020), studying SMEs in Nigeria, concluded that efficient accounts payable management improves liquidity and working capital, thereby enhancing financial health. Similarly, Mathuva (2015) suggested that strategic delay of payments could increase profitability, though again within the context of large firms.
Despite these findings, most studies rely on profitability as a proxy for financial health and rarely examine broader indicators such as liquidity, solvency, and stability. Furthermore, there is a clear lack of research specifically addressing accounts payable practices among minimarts in Nairobi, while existing literature underscores the importance of inventory, cash, and accounts payable management in enhancing financial health, significant contextual and conceptual gaps persist. These include limited focus on small retail enterprises, particularly minimarts, and insufficient examination of comprehensive financial health indicators. This justifies the need for the current study to provide context-specific insights into minimarts in Nairobi County.
3.0 RESEARCH METHODOLOGY
The study adopted a descriptive research design supported by a quantitative methodology to systematically examine the relationship between working capital management (WCM) practices and the financial health of minimarts in Nairobi County. A descriptive design was considered appropriate because it enables an in-depth assessment of the current state of phenomena, while the quantitative approach facilitates the collection and analysis of numerical data for objective hypothesis testing. This combination allowed the researcher to identify patterns, similarities, and differences in WCM practices—specifically inventory, cash, and accounts payable management—and to establish their influence on financial health indicators. Consequently, the design provided a solid empirical basis for recommending strategies to enhance minimart performance.
The target population comprised 2,500 licensed minimarts operating within Nairobi County, based on 2024 records from the county government. These minimarts were defined as physical retail outlets operating under a self-service model and offering everyday consumer goods. Nairobi County was selected due to its role as Kenya’s economic hub, characterized by a highly competitive and diverse retail environment. The minimarts are distributed across several sub-counties, including Westlands, Dagoretti, Kasarani, Langata, Kamukunji, Embakasi, Njiru, Makadara, Starehe, and Mathare, providing a comprehensive representation of urban and peri-urban retail dynamics.
To ensure adequate representation, the study employed stratified random sampling, where minimarts were grouped according to administrative areas. A sample size of 375 minimarts, representing 15% of the population as recommended by Mugenda and Mugenda (2019), was selected. Each minimart constituted a unit of analysis, with one respondent—preferably the owner, manager, or a knowledgeable senior staff member—participating in the study. This sampling approach enhanced representativeness and minimized selection bias.
Data collection utilized both primary and secondary sources within a mixed-method framework. Primary data were gathered using structured questionnaires featuring closed-ended items on a five-point Likert scale, focusing on key WCM practices. The questionnaire was divided into sections aligned with the study’s specific objectives and was pretested to ensure clarity, reliability, and validity. Secondary data were collected using a data collection matrix, which extracted financial information such as sales growth, inventory levels, and accounts payable from minimarts’ financial records over a five-year period. The integration of these tools provided a comprehensive understanding of both managerial practices and financial outcomes.
The data collection procedure followed ethical and systematic protocols. After obtaining approval and a research permit from relevant authorities, the researcher contacted selected respondents to schedule appointments. Questionnaires were administered in person, and financial data were collected on-site in collaboration with respondents to ensure accuracy and confidentiality. Follow-ups were conducted to maximize response rates, and the entire process spanned approximately four weeks. All data were anonymized and securely stored to protect participants’ identities.
A pilot study involving 12 minimarts in Dagoretti was conducted to test the research instruments. Reliability was assessed using Cronbach’s alpha, with a threshold of 0.7 indicating acceptable internal consistency. Validity was ensured through content and construct validation, including expert review and careful alignment of questions with study objectives. Adjustments were made based on pilot findings to improve the instruments.
Prior to data analysis, diagnostic tests were conducted to verify the assumptions of multiple regression analysis. Normality of data was assessed using Shapiro-Wilk and Kolmogorov-Smirnov tests, while linearity was examined using the Ramsey RESET test. Homoscedasticity was evaluated through the Breusch-Pagan test, and multicollinearity was assessed using Variance Inflation Factor (VIF) and tolerance values. These tests ensured the robustness and reliability of the regression model.
Data analysis was performed using SPSS version 26. Descriptive statistics, including means, standard deviations, frequencies, and percentages, were used to summarize the data and identify trends. Inferential analysis, particularly multiple regression, was employed to test the relationship between WCM practices and financial health. The regression model specified financial health as the dependent variable, measured through a composite of financial ratios, while inventory, cash, and accounts payable management served as independent variables. The model enabled the assessment of the individual and combined effects of these practices on financial performance.
Finally, the study adhered to strict ethical standards throughout the research process. Informed consent was obtained from all participants, who were assured of confidentiality and anonymity. Participation was voluntary, and respondents were free to withdraw at any time. The research process was designed to minimize disruption to business operations, and participants were offered access to study findings for potential practical benefits. These measures ensured compliance with established ethical guidelines and safeguarded the rights and welfare of all participants.
4.0 RESULTS AND DISCUSSION
Response rate
The study administered 375 questionnaires to mini-mart managers across nine divisions in Nairobi County to examine working capital management practices and financial health. A high response rate of 89.8% (337) was achieved, indicating strong participation and data reliability. Only 10 (2.7%) were incomplete and 28 (7.5%) unreturned. This robust response enhances the credibility, representativeness, and generalizability of findings within Kenya’s mini-mart sector.
Table 1: Questionnaire Response Rate Results
	Response Rate
	Frequency
	Percentage

	Questionnaires administered
	375
	100.0%

	Questionnaires returned and fully completed
	337
	89.8%

	Questionnaires returned but incomplete
	10
	2.7%

	Questionnaires not returned
	28
	7.5%



Reliability Test Results
The study assessed the reliability of instruments measuring inventory, cash, and account payables management practices using Cronbach's Alpha. All variables exceeded the acceptable threshold of 0.7, indicating strong internal consistency. Inventory management was rated as ‘Good,’ while cash and account payables management achieved ‘Excellent’ reliability. These results confirm that the measurement scales were dependable, consistent, and suitable for capturing respondents’ evaluations, providing a robust foundation for subsequent analysis.
Table 2: Instrument Reliability Test Results
	Variable
	N
	No. of Items
	Cronbach's Alpha
	Reliability Level

	Inventory management practices
	337
	5
	0.869
	Good

	Cash management practices
	337
	5
	0.915
	Excellent

	Account payables management
	337
	5
	0.922
	Excellent

	Source: Research Data (2025)
	
	
	
	


Diagnostic Tests
To ensure the validity and reliability of regression analysis applied to cross-sectional data, a series of diagnostic tests were conducted. These tests evaluated whether the data adhered to key statistical assumptions: normality, linearity, multicollinearity, and homoscedasticity. Such assumptions are critical for generating unbiased, efficient, and consistent estimates in regression modeling, providing a robust foundation for the study’s inferential analyses on inventory, cash, and account payables management practices and their effect on financial health in the Mini-mart sector of Nairobi County.
Normality Test Results
The normality of variables—inventory management practices (IMP), cash management practices (CMP), account payables management (APM), and financial health (FH)—was assessed using the Shapiro-Wilk test. Normality testing is essential because it determines whether the data significantly deviate from a normal distribution, influencing the appropriateness of parametric methods for regression and correlation analyses.
Table 3: Shapiro-Wilk Normality Test Results
	Variable
	Obs
	W
	V
	z
	P-value

	IMP
	337
	0.950
	1.769
	1.191
	0.117

	CMP
	337
	0.977
	0.838
	-0.368
	0.644

	APM
	337
	0.989
	0.401
	-1.91
	0.972

	FH
	337
	0.942
	2.059
	1.508
	0.066


The results indicate that all variables are approximately normally distributed. Inventory management (p = 0.117), cash management (p = 0.644), and account payables management (p = 0.972) met the normality assumption comfortably. Financial health (p = 0.066) was slightly closer to the threshold of 0.05 but still acceptable. The approximate normality of the dependent variable validates the use of parametric analyses, enhancing the robustness of regression and correlation tests.
Linearity Test Results
Linearity of the regression model was assessed using the Ramsey RESET test, which detects specification errors and omitted variables.
Table 4: Ramsey RESET Linearity Test Results
	Test
	Value

	Null Hypothesis (H₀)
	Model has no omitted variables

	Variables tested
	Powers of fitted values of FH

	F-statistic
	0.70

	p-value (Prob > F)
	0.557


With p = 0.557 (> 0.05), the null hypothesis is not rejected, suggesting the model’s functional form is correct and no omitted variable bias exists. This confirms linearity, ensuring the reliability of subsequent regression results.


Multicollinearity Test Results
Multicollinearity among predictor variables was assessed using Variance Inflation Factor (VIF) and tolerance values. High multicollinearity can distort regression estimates by inflating standard errors.
Table 5: Multicollinearity Test Results
	Variable
	VIF
	Tolerance (1/VIF)

	IMP
	1.99
	0.502

	CMP
	1.74
	0.575

	APM
	1.55
	0.644

	Mean VIF
	1.76
	-


All VIF values are well below the cutoff of 10, and tolerance values exceed 0.1, indicating no serious multicollinearity. This confirms that the predictors are independent, supporting reliable coefficient estimation.
Heteroscedasticity Test Results
Homoscedasticity, the constancy of error term variance, was examined using the Breusch-Pagan/Cook-Weisberg test.
Table 6: Breusch-Pagan/Cook-Weisberg Heteroscedasticity Test
	Test
	Value

	Null Hypothesis (H₀)
	Constant variance

	Variables tested
	Fitted values of FH

	χ² (1)
	0.21

	p-value (Prob > χ²)
	0.651


Since p = 0.651 (> 0.05), the null hypothesis is accepted, indicating no evidence of heteroscedasticity. The regression residuals exhibit constant variance, strengthening the reliability of estimated coefficients and statistical tests.
Correlation Analysis Results
The study examined the relationships between inventory management practices (IMP), cash management practices (CMP), accounts payables management (APM), and the financial health (FH) of mini-marts operating in Nairobi County. Correlation analysis was conducted to determine the strength, direction, and significance of these relationships, providing insights into the interdependencies among key working capital management components and overall firm performance.
The findings, summarized in Table 7, show that all examined variables exhibit significant positive correlations at the 0.05 level. Inventory management practices were positively correlated with cash management practices (r = 0.617, p < 0.05), account payables management (r = 0.484, p < 0.05), and financial health (r = 0.623, p < 0.05). Similarly, cash management practices correlated strongly with account payables management (r = 0.699, p < 0.05) and financial health (r = 0.821, p < 0.05). Account payables management also demonstrated a significant positive correlation with financial health (r = 0.460, p < 0.05).
These results highlight that effective management of inventory, cash, and accounts payables is linked to better financial outcomes. The interrelatedness suggests that mini-marts can improve financial health by integrating and strengthening working capital practices across these domains.
Table 7: Correlation Results
	Variable
	INP
	CMP
	APM
	FH

	INP
	1
	0.617**
	0.484**
	0.623**

	CMP
	
	1
	0.699**
	0.821**

	APM
	
	
	1
	0.460**

	FH
	
	
	
	1


Note: p < 0.05, two-tailed test. INP = Inventory Management Practices, CMP = Cash Management Practices, APM = Account Payables Management, FH = Financial Health.
Regression Analysis
Regression analysis was conducted to examine the influence of working capital management practices (IMP, CMP, APM) on the financial health of mini-marts. The model summary (Table 8) indicates that the combined effect of these practices explains 37% of the variation in financial health (Adjusted R² = 0.37), while the remaining 63% is attributed to factors outside the scope of this study.
Table 8: Model Goodness of Fit
	Model
	R
	R²
	Adjusted R²
	Std. Error of Estimate

	1
	0.632
	0.389
	0.37
	1.0665


Analysis of variance (Table 9) confirms that the model is statistically significant (F = 3.290, p = 0.048), indicating that working capital practices reliably predict financial health outcomes.
Table 9: ANOVA
	Model
	Sum of Sq.
	Df
	Mean Sq.
	F
	Sig.

	Regression
	7.815
	3
	2.605
	3.290
	0.048

	Residual
	191.278
	329
	4.904
	
	

	Total
	199.093
	332
	
	
	


The regression coefficients (Table 10) indicate that inventory management has the strongest positive effect on financial health (β = 0.685, t = 4.581, p < 0.05), followed by cash management (β = 0.207, t = 1.52, p < 0.05). Accounts payables management showed a positive but significant effect (β = 0.118, t = 1.259, p > 0.05). The predictive model is represented as:
FH = 1.597 + 0.685 IMP + 0.207 CMP + 0.118 APM
These findings emphasize that prioritizing inventory and cash management significantly enhances the financial health of mini-marts in Nairobi County, while accounts payables management may require complementary strategies to achieve measurable impact.
Table 10: Regression Coefficients
	Predictor
	B
	Std. E
	t
	Sig.

	Constant
	1.597
	0.592
	2.698
	0.000

	Inventory Management Practices
	0.685
	0.149
	4.581
	0.011

	Cash Management Practices
	0.207
	0.136
	1.520
	0.030

	Account Payables Management
	0.118
	0.094
	1.259
	0.024


5.0 CONCLUSIONS 
The study concludes that working capital management practices (WCMP) play a significant role in shaping the financial health of minimarts in Nairobi County, Kenya, despite the presence of limiting factors that moderate their overall impact. The findings establish a positive and statistically significant relationship between WCMP and financial health, indicating that effective working capital strategies enhance both financial and operational performance. This underscores WCMP as a critical strategic driver in the minimart retail sector.
Specifically, cash management practices were found to have a strong and significant positive effect on financial health. Minimarts that implement sound cash management strategies improve their liquidity position and operational efficiency, reinforcing the importance of managing cash flows within the working capital cycle.
Additionally, the study reveals that accounts payable management practices positively influence financial health, contrary to some prior studies. The results indicate that effective use of trade credit enhances firm performance by supporting cost management and future growth. This leads to the conclusion that accounts payable management acts as a significant moderating factor in the WCMP–financial health relationship. Overall, the study highlights that efficient management of inventory, cash, and payables is essential for optimizing financial outcomes and sustaining competitiveness in the minimart sector. 
6.0 RECOMMENDATIONS
The study recommends policy and managerial interventions to enhance the financial performance of minimarts in Kenya through effective working capital management practices (WCMP). Policymakers and financiers are encouraged to promote the integration of WCMP into business strategies by creating a supportive business environment and offering financial incentives to minimize business failure and improve sustainability. At the managerial level, minimart owners and operators should incorporate sound working capital practices—particularly in inventory, cash, and accounts payable management—into their core operations to strengthen financial stability and operational efficiency. The findings emphasize that aligning business strategies with WCMP enables firms to exploit opportunities and mitigate risks. Additionally, managers are advised to adopt continuous monitoring and evaluation mechanisms by using clear performance indicators and data-driven approaches. This ensures that WCMP initiatives translate into measurable financial improvements, ultimately enhancing the resilience and competitiveness of minimarts in Kenya.

[bookmark: _Hlk198031404]Disclaimer (Artificial intelligence)

Author(s) hereby declare that NO generative AI technologies such as Large Language Models (ChatGPT, COPILOT, etc.) and text-to-image generators have been used during the writing or editing of this manuscript. 


REFERENCES
Afrifa, G. A., & Padachi, K. (2016). Working capital level influence on SME profitability. Journal of Small Business and Enterprise Development, 23(1), 44-63.
Ahmadimousaabad, A., Bajuri, N., & Jahanzeb, A. S. (2013). Trade-off theory, pecking order theory and market timing theory. International Journal of Management and Commerce Innovations, 1(1), 11-18.
Akinyomi, O., & Chinedu, O. (2018). Cash management on the profitability of manufacturing companies in Nigeria. Business and strategic management Journal, 29(6), 76-82.
Alhasanko, R. (2024). Financial health of the company and its relationship to its market value added: Evidence from Industrial Companies Listed on Amman Stock Exchange. International Journal of Finance and Accounting, 9(3), 37 – 51
Avist, J., Mike G., & Jussi, N. (2021). Working capital management on firm profitability in different business cycles, Finland. Research in International Business and Finance, Vol 32, (36- 49)
Babbie, E. R. (2010). The Practice of Social Research. Belmont, CA: Wadsworth
Banne, V. R., Kalangi, J. B., & Wangke, S. J. (2019). Financial health level of PT. Garuda Indonesia. Jurnal Riset Ekonomi, Manajemen, Bisnis dan Akuntansi, 7(3), 3648- 3657.
Barnard, A., Peters, D., & Muller, H. (2020). Financial health and sense of coherence. SA Journal of Human Resource Management, 8(1), 1-12.
Bhattacherjee, A. (2012). Social science research: Principles, methods, and practices. Textbooks Collection, 3.
Bira, J., & Habiba, A. P. (2018). Working capital management and firm profitability among manufacturing and construction firms on NSE. Journal of Financial and Development Studies, 7(29), 97-106
Bryman, A., & Bell, E. (2015). Business research methods (4 th ed.). Oxford University Press, US.
Chege, J., & Wang, H. (2021). Supermarkets and consumers in Africa: The case of Nairobi, Kenya. Journal of International Food & Agribusiness Marketing, 18 (1-2), 103-123. 
Chege, P. M., & Bett, S. (2019). Internal control systems on financial performance of SMEs in Nairobi, Kenya. International Academic Journal of Economics and Finance, (2), 47-65.
Cooper, D. R., & Schindler, R. (2013). Research methods for business (4th ed.). Chennai: Wiley & Sons.
Creswell, J.W. (2013). Research Design: qualitative, quantitative and mixed methods approaches. SAGE publications
Deloof, M. (2003). Does working capital management affect profitability of Belgian firms? Journal of Business Finance & Accounting, 30 (3-4), 573-588.
Gitman, Lawrrnc (2009). Managerial Finance,12edition. United States, America.
Hair, J. F., Black, W. C., Babin, B. J., & Anderson, R. E. (2019). Multivariate data analysis (8th ed.). Cengage Learning.
Halotra, V. (2023). Inventory management and small firms growth: an analytical study in Supply Chain. Vision, 17(3), 213–222
Joel, P., & Sharm, A. M. (2022). Efficiency change in working capital management using malmquist productivity index. Journal of Information and Optimization Sciences, 76(9), 695-716
Kaiser, K. (2009). Protecting respondent confidentiality in qualitative research. Qualitative Health Research, 19 (11), 1632-1641. 
Kamau, L. W., & Kagiri, A. W. (2015). Inventory management practices on organizational competitiveness, Safaricom Kenya Ltd. International Academic Journal of Procurement and Supply Chain Management, 1 (5), 72-98
Karim, R., Al-Mamun, M. A., & Miah, M. T. (2017). Working capital management efficiency and profitability: Square and Beximco Pharmaceuticals Ltd, in Bangladesh. International Journal of Economics, Finance and Management Sciences, 5(2), 121-128.
Kenya National Bureau of Statistics. (2021). Economic survey 2021. Government Printer.
Kibunja, L. W. (2017). Working capital management practices on the financial performance of SMEs in Kenya [Masters dissertation]. KCA University.
Kimani, J. N., & Mugo, R. (2021). Working capital management on financial performance SMEs in Nairobi, Kenya.  Journal of Finance and Accounting, 5(1), 1-15.
Kliestik, T. (2020). Remaining financially healthy and competitive: the role of financial predictors. Journal of Competitiveness, 12(1), 74–92.
Kwame, A. N. (2017). Working capital management practices of small firms in the Ashanti region of Ghana. Development finance review, 8(3), 30-37
Kweru, G. M. (2021). Working capital management and profitability of manufacturing firms listed the NSE. Unpublıshed Masters Thesis, University of Nairobi.
Malombe, M.N. (2018). Workıng capıtal management and profıtabılıty of reınsurance companıes In East Afrıca. Unpublıshed Masters thesis submitted to University of Nairobi.
Mathuva, D. M. (2015). Working capital management components on corporate profitability: A survey on Kenyan listed firms.  Research Journal of Business Management, 4 (1), 1-11. 
Mohajan, H. K. (2017). Two criteria for good measurements in research: Validity and reliability. Annals of Spiru Haret University. Economic Series, 17*(4), 59-82. 
Mohamad, N. E. A. B (2018). Working capital management: The effect of market valuation and profitability in Malaysia. International Journal of Business and Management, 5(11), 140-147
Mugenda, O. M., & Mugenda, A. G. (2019). Research methods: Quantitative and qualitative approaches. Nairobi ACTS Press.
Mungai, A. N., Omboi, B. M., & Okiro, K. (2020). Working capital management practices on financial performance of SMEs in Kenya. African Journal of Emerging Issues, 2 (5), 1-21.
Munyao, A. N., & Ole Sopia, D. (2018). Working capital management on financial performance of retail firms in Nairobi County, Kenya. International Journal of Social Sciences and Information Technology, (5), 307-321.
Murdayanti, Y., Gurendrawati, E., Pahala, I., & Indriani, S. (2015). Prediction of revenue forecast error study on IPO firms at Indonesians Stock Exchange Period 2007-2012. Review of Integrative Business and Economics Research, 4(1), 262.
Muthini, C. M., & Mandewa, I. (2019). Cash management practices on the financial performance of retail SMEs in Machakos sub-county, Kenya. Unpublished MBA thesis at JKUAT
Muthomi, E. M., & Muturi, W. (2021). Working capital management on financial performance of retail firms in Nairobi County, Kenya. International Journal of Social Sciences and Information Technology, 4 (8), 190-204.
Muthoni, R. W., Otieno, M., & Mungai, A. N. (2017). Performance of retail shops in Nairobi County: A case of Sokomjinga retail shops. International Journal of Management and Commerce Innovations, 5 (1), 544-551.
Mwangi, L. W., Makau, M. S., & Kosimbei, G. (2019). Working capital management on performance of non-financial firms on NSE, Kenya. European Scientific Journal, 15 (7), 302-320. 
Ndega, S. K, Moffat, M., & Ochide, P. (2021). Cash management practices and financial performance of SMEs in Nairobi County. Journal of Business and Management Studies, 18(4), 190-199
Nganga, S. I., Onyango, G. M., & Kerre, B. W. (2019). Determinants of SMEs performance in Nairobi County, Kenya. International Journal of Economics, Commerce and Management, 7 (2), 479-497.
Nijhawan, L. P., Janodia, M. D., & Muddukrishna, B. S.. (2013). Informed consent: Issues and challenges. Journal of Advanced Pharmaceutical Technology & Research, 4*(3), 134-140. 
Njeru, M. D., Njeru, A., Member, F., & Ondabu, I. T. (2020). Working capital management on financial performance of financial institutions in Kenya. International Journal of Business and Management Invention, 6 (7), 31-39.
Njiru, M. K. & Asumani, A. A. (2022). Inventory management on financial performance of supermarkets in Nairobi County. Journal of Management and Business Studies, 49(12), 33-39.
Nzomo, M., & Mwangi, M. (2020). Working capital management on the financial performance of retail firms in Nairobi County, Kenya. Journal of Finance and Accounting, 4 (3), 1-15.
OgIbo, O. I., Okekanma, E. E., & Ukpere, T. O. (2019). Effective inventory control management of organizational performance: A study of 7up Bottling Company, Nigeria. Mediterranean Journal of Social Sciences, 5(10), 109
Ouma, D., Mwangi, T., & Oduk, P. M. (2021). Working capital management practices on financial performance of SMEs in Nairobi, Kenya. African Journal of Emerging Issues, 3 (9), 1-19.
Pais, G. G., & Gama, H. (2019). How working capital projections shape small businesses profits. Business and Management review, 15(3)12-18.
Pallant, J. (2020). SPSS survival manual: A step-by-step guide to data analysis using IBM SPSS (7th ed.). Open University Press.
Resnik, D. B. (2015). What is ethics in research & why is it important? National Institute of Environmental Health Sciences. 
Saunders, M. N. K., Lewis, P., & Thornhill, A. (2016). Research methods for business students (7th ed.). Harlow: Pearson Education Ltd.
Sekaran, U., & Bougie, R. (2016). Research methods for business: A skill building approach (7th ed.). John Wiley & Sons.
Shikuku, L.R. & Ondiek, H. O. (2020). Cash management practices on performance as adopted by SMEs in Eldoret town, Kenya. Journal of Business and Financial Studies, 88(19) 230-239
Tabachnick, B. G., & Fidell, L. S. (2019). Using multivariate statistics (7th ed.). Pearson.
Taber, K. S. (2018). The use of Cronbach's alpha when developing and reporting research instruments in science education. Research in Science Education, 48 (6), 1273-1296. 
Taherdoost, H. (2016). Validity and reliability of the research instrument; How to test the validation of a questionnaire/survey in research. International Journal of Academic Research in Management, 5 (3), 28-36. 
Thıuru, M.M. (2023). Workıng capıtal management on corporate profıtabılıty among fırms lısted at Naırobı Securities Exchange. Unpublıshed masters Thesis, UoN
Uche, Obina, O., & Osho, U. U. (2020). Accounts payable management on the financial performance of SMEs in Nigeria. Business and Financial Review, 6(11), 47-57
Waithaka, S. M. (2019). Working capital management practices on the financial performance of small and medium enterprises in Nairobi County, Kenya [Doctoral dissertation]. University of Nairobi.
Wangari, E. N., Gichuki, P., & Abuor, A. (2021). Kenya's response to the COVID-19 pandemic: A balance between minimizing morbidity and adverse economic impact. AAS Open Research, 4 (3),3.
Weida, E. B., Phojanakong, P., & Patel, F. (2020). Financial health as a measurable social determinant of firm health. PLoS ONE, 15(5), 239-247 
Ninga, F. M., & Naho, A. (2024). The Impact of Working Capital Management on Financial Performance: Evidence from Sokoine University of Agriculture. Asian Journal of Economics, Business and Accounting, 24(9), 484–493. https://doi.org/10.9734/ajeba/2024/v24i91506 
Lanquaye Lamptey, L., Frimpong, K., & Bassaw Morrison, A. (2017). Empirical Study on the Influence of Working Capital Management on Performance of SMEs in a Developing Economy. Journal of Economics, Management and Trade, 17(4), 1–10. https://doi.org/10.9734/BJEMT/2017/33579 
Munyaka, J.-C. B., & Yadavalli, S. V. (2022). INVENTORY MANAGEMENT CONCEPTS AND IMPLEMENTATIONS: A SYSTEMATIC REVIEW. South African Journal of Industrial Engineering, 32(2). https://doi.org/10.7166/33-2-2527 
Silva, Â., Silva, M., & Ferreira, A. C. (2025). Inventory Management and Its Influence on the Supply of High-Value Products: Case Study Evidence. Logistics, 9(4), 170. https://doi.org/10.3390/logistics9040170 
Salas-Molina, F., Rodríguez-Aguilar, J. A., & Guillen, M. (2023). A multidimensional review of the cash management problem. Financial Innovation, 9(1). https://doi.org/10.1186/s40854-023-00473-7
‌

‌ 


 



---Internal Use--- 

---Internal Use--- 

5

