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[bookmark: _Toc190927657]ABSTRACT
The paper sought to assess the effect of debtors management as an aspect of working capital management on financial sustainability of non-financial firms listed in East Africa. This comes amid declining financial sustainability among most of the listed firms, whereby despite the short-term profitability, most of the firms are unable to maintain a strong financial basis for long-term. The study was anchored on agency theory that upholds the essence of managers to uphold shareholders’ interest in liquidity and long-term financial sustainability by not extending generous credit terms to increase sales and market share which are short-term gains. Through an explanatory correlational research design, the study targeted 47 non-financial listed firms in Kenya, Uganda, Rwanda and Tanzania. Secondary data was collected using a panel data collection sheet for a ten-year period ranging from 2014 to 2023. The data was analysed using Stata software via descriptive and inferential statistics. The study found significant variations in debtors management among East Africa’s listed non-financial firms, with average collection periods ranging from a few days to over a year. On average, firms took more than three months to collect payments, exposing them to liquidity risks and potential bad debts. The analysis confirmed that efficient debtor management significantly enhances financial sustainability. The study concludes that effective receivables’ policies among the listed non-financial firms are critical for stable cash flows and recommends stricter credit controls, timely debt recovery strategies, and continuous monitoring to strengthen financial sustainability.
Keywords: Debtors Management, Working Capital Management, Financial Sustainability, Listed Non-Financial Firms
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[bookmark: _Toc190927660]1.1 Background of the Study
Financial sustainability represents a critical pillar for the long-term viability and growth of organizations, particularly in dynamic economic environments where firms must balance operational efficiency, liquidity, and profitability to withstand market volatilities, economic downturns, and competitive pressures (Yitayaw, 2021). Defined as the ability of a firm to generate sufficient resources to meet its obligations, fund ongoing operations, and support future expansion without relying excessively on external financing or depleting internal reserves (Sholikah & Miranti, 2020), financial sustainability is especially pertinent for non-financial firms, which often operate in sectors vulnerable to cash flow disruptions. In emerging markets, where access to capital is constrained and economic instability is prevalent, effective management of financial resources becomes imperative to avoid insolvency and ensure resilience (Piccoli et al., 2021). This is particularly relevant in East Africa, a region comprising countries such as Kenya, Uganda, Tanzania, Rwanda, and Burundi, where listed non-financial firms on exchanges like the Nairobi Securities Exchange (NSE), Dar es Salaam Stock Exchange (DSE), and Uganda Securities Exchange (USE) play a vital role in driving economic development through sectors including manufacturing, agriculture, services, and consumer goods (AfDB, 2023).
East Africa's economic landscape is characterized by rapid urbanization, increasing foreign investment, and integration through the East African Community (EAC), yet it faces challenges such as high inflation, currency fluctuations, supply chain disruptions, and limited financial inclusion (AfDB, 2023). Non-financial firms listed in this region often grapple with these issues, which can exacerbate liquidity shortages and threaten sustainability. For instance, many firms rely on trade credit to stimulate sales, but inefficient handling of receivables can lead to prolonged cash conversion cycles, increased bad debts, and reduced profitability. The COVID-19 pandemic and subsequent global economic shocks further highlighted these vulnerabilities, with reports indicating that East African firms experienced heightened financial distress due to delayed payments and disrupted operations. Against this backdrop, working capital management (WCM) emerges as a strategic tool for enhancing financial sustainability. WCM involves the optimization of current assets and liabilities to maintain adequate liquidity while minimizing costs, thereby supporting operational continuity and long-term value creation.
Debtors management, a core component of WCM, focuses on the administration of accounts receivable; funds owed by customers for goods or services provided on credit (Tarurhor & Owolabi, 2022). This includes establishing credit policies, assessing customer creditworthiness, monitoring aging schedules, and implementing collection procedures to accelerate cash inflows and mitigate default risks (Wokeh, 2023). According to Kaur and Kaur (2021), effective debtors management plays an essential role in reducing the average collection period (ACP), lowers bad debt expenses, and improves cash flow efficiency, which in turn bolsters a firm's ability to invest in growth opportunities, service debts, and achieve sustainable financial health. According to Igbojindu and Okafor (2023), ineffective management of debtors leads to tied-up capital, increased financing costs, and eroded profitability, potentially leading to financial distress or bankruptcy. 
In the context of developing countries, including those in Sub-Saharan Africa, studies have demonstrated a positive nexus between WCM practices like debtors management and financial sustainability. Efficient management of working capital components, including receivables, has been linked to reduced financial constraints and enhanced sustainable growth, with firms exhibiting shorter cash conversion cycles showing improved profitability and operational efficiency (Zheng, Zhou, & Iqbal, 2022). Kaur and Kaur (2021) emphasize that optimal working capital levels minimize liquidity risks and support sustainability by aligning short-term financial decisions with long-term objectives, particularly in resource-constrained environments. However, in East Africa, the application of these practices is often hampered by institutional weaknesses, such as inadequate legal frameworks for debt recovery, limited credit information systems, and cultural factors influencing payment behaviors.
Global empirical literature provides consistent evidence that receivables management is essential in reducing accounts receivable days improves firm profitability, a finding replicated across industries and countries (Zheng et al., 2022). Wang, Akbar, and Akbar (2020) noted that efficient management of debtors and stimulation of cash receivables significantly influenced firm outcomes including profitability, investment sensitivity to cash flows, and insolvency risk. These studies imply that receivables policies that accelerate collections can increase internally generated funds, reducing firms’ exposure to external financing shocks and supporting sustainability. Regional evidence in East African shows that debtors management especially among listed non-financial firms play a critical role in steering firm performance (Ochieng & Jagongo, 2019). While focusing on Kenya’s Nairobi Securities Exchange (NSE), Wanzala and Obokoh (2024) reported that tighter receivables management and shorter collection periods correlate with improved firm value and performance for manufacturing and agricultural firms. Similar analyses in Tanzania (Dar es Salaam Stock Exchange) identify accounts receivable and inventory turnover as significant determinants of performance, while multi-country East African working-capital studies emphasize that firm size, sector and governance moderate the effects of WCM on outcomes (Mulenga & Mndeme, 2024; Orajekwe & Ogbodo, 2023; Githaiga & Kosgei, 2023). These findings are consistent with the notion that in markets with limited depth and relatively high cost of external finance, internally generated liquidity from efficient receivables collection is especially valuable. 
Listed non-financial firms in East Africa, spanning sectors such as manufacturing, construction, agriculture, energy, and services, play a critical role in driving regional economic growth and job creation. Unlike financial institutions, these firms rely heavily on operational efficiency, sales revenues, and prudent working capital management to sustain their performance (Orajekwe & Ogbodo, 2023). However, many face liquidity challenges stemming from delayed receivables, fluctuating demand, and rising operational costs, which can compromise long-term financial sustainability. Financial sustainability for these firms implies maintaining consistent revenues, adequate surpluses, and resilience to external shocks. Debtors management, a key aspect of working capital management, directly influences liquidity by determining how quickly firms convert credit sales into cash. Inefficient collection processes often tie up resources, increase financing costs, and elevate the risk of bad debts, weakening sustainability (Nyawira & Omagwa, 2019; Jelagat, Musenga, & Shitseswa, 2023). Conversely, effective debtor management shortens the collection period, improves cash flows, reduces reliance on external borrowing, and strengthens the capacity of firms to achieve sustainable growth in competitive markets.
[bookmark: _Toc190927664]1.2 Statement of the Problem
Non-financial firms listed on East African stock exchanges have increasingly faced liquidity challenges that threaten their financial sustainability. Recent data indicate that the average collection period (ACP) among these firms has exceeded 90 days, with some companies taking up to 400-500 days to collect receivables. Such prolonged debtor collection periods result in funds being tied up in receivables, reducing the cash available for operations, investing in growth, or meeting short-term obligations. These inefficiencies in debtors management have been shown to have serious consequences, where firms have recorded longer ACPs leading to unpredictable cash flow shortages, increased reliance on external financing at high cost, as well as and higher exposure to bad debt (African Development Bank – AfDB, (2023). Empirical research provides mixed but insightful evidence on the role of debtors management on firms’ financial sustainability. Jelagat et al. (2023) while addressing the effect of debtors management on firms financial performance revealed that prolonged ACP negatively impacts financial performance, with a one-unit increase in collection periods leading to significant deficits, underscoring the need for stringent debt management policies to ensure surpluses and sustainability. Similarly, Mulenga and Mndeme (2024) while focusing on listed firms in Tanzania established that effective accounts receivable management exhibited a strong positive correlation with ROE, where shorter collection and payment periods enhanced overall financial outcomes. While focusing on listed firms in Rwanda, Tuyishime and Mulyungi (2018) established that debtors management elements like debt collection policies, internal controls, and legal frameworks significantly influenced financial performance. While these studies portray the essence of debtors management in steering financial success, the studies have not addressed the concept of financial sustainability whereby the studies have majorly focused on financial performance. Moreover, most studies have overlooked the listed firms in East Africa, despite the region being economically integrated and most of the listed firms operating in the regional business ecosystem. This raises the need for this study which sought to establish the effect of debtors management on financial sustainability of non-financial firms listed in stocks markets in East Africa.
1.3 Objectives of the Study
The study sought to assess the effect of debtors management on financial sustainability of non-financial listed firms in East Africa. To achieve this objective, the study was guided by the following research questions:
1. What is the trend of debtors management among non-financial firms listed in East Africa for the period between 2014 and 2023?
2. What is the trend of financial sustainability among non-financial firms listed in East Africa for the period between 2014 and 2023?
3. What is the relationship between debtors management and financial sustainability among non-financial firms listed in East Africa?
1.4 Research Hypotheses
1. HO: 	Debtors management has no significant effect on financial sustainability of non-	financial firms listed in stock exchanges within East Africa.
2. HA: 	Debtors management has a significant effect on financial sustainability of non-	financial firms listed in stock exchanges within East Africa.
[bookmark: _Toc190927673]2.0 LITERATURE REVIEW
[bookmark: _Toc190927675]2.1 Theoretical Review
The study was anchored by agency theory by Jensen and Meckling (1976). The theory is concerned with conflicts of interest that arise between principals (shareholders) and agents (managers). In the context of debtors management, particularly the debtors management through average debt collection period (ADCP), managers may be incentivized to pursue policies that maximize short-term sales or market share by extending more generous credit terms to customers. This strategy can lengthen the ADCP, as customers are given longer periods to pay, thereby boosting reported revenues in the short run. However, such decisions may not align with shareholders’ objectives, which emphasize liquidity, efficient working capital management, and long-term financial sustainability (Igbojindu & Okafor, 2023).
When the ADCP is prolonged, firms experience delays in cash inflows, which can create liquidity pressures, increase financing costs, and elevate the risk of bad debts (Enqvist, Graham, & Nikkinen, 2014). This undermines financial sustainability by weakening the firm’s ability to meet obligations and reinvest in operations. From a governance perspective, Agency Theory highlights the need for monitoring mechanisms and aligned incentives to ensure managers adopt receivables policies that balance sales growth with prudent liquidity management (Naz, Ali, Rehman, & Ntim, 2022). By applying this theory, the study underscores that effective debtors management is not only an operational concern but also a matter of aligning managerial behavior with shareholder value creation for enhanced financial sustainability.
[bookmark: _Toc190927682]2.2 Conceptual Framework
Figure 1 shows the conceptual framework for the study which outlines the independent and dependent variables. 
Financial Sustainability
Operating Surplus Ratio
Debtors Management Practices
· Average Debt collection period 
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Bieniasz and Golas (2011) carried out a study on the impacts of working capital management on firm sustainability and the study was based on the role of accounts receivables as an aspect of working capital management on firm profitability. The study was located in food industry in United Kingdom and utilized the secondary data which was traced from the respective companies’ websites and publications. The design adopted was a case study research design. The study established that accounts receivables were the key metrics that kept most of the food companies in UK to be sustainable and competitive. According to Bieniasz and Golas (2011) most of these firms were focusing on having effective credit trade where they extended credit to other companies as well as the major customers which helped maintain the customers as well as have them as their cash reserves. The extension of the credit both to other companies (trade credit) and to customers (consumer credit) helped the firms increase their sales and in the long-run gain competitive advantage through offering credit extensions that matched or overridden that offered by their competitors.
Karaduman, Akbas, Ozsozgun and Durer (2010) conducted a study on the impacts of accounts receivables on the firm profitability. The study focused on bringing out a clear context of the effects of accounts receivables credit worthiness, credit terms and credit standards on the profitability of selected companies in the Istanbul Stock Exchange. The study was based on secondary data that was collected between the year 2005 and 2008. The scholars established that collection period of debts as well as the agreed credit terms played a central role in promoting the ability of the firm to obtain better cash receipts through which their profitability was sustained. Notably, Karaduman, et al. (2010) established that many firms failed to obtain the projected cash receipt targets due to lack of proper credit extension firms between the firm and the customers or other firms which saw them record high levels of bad debts thus effecting their performance negatively. According to Karaduman, et al. (2010), when the agreeable terms are not fully met by any of the party when allowing credit extensions, it a times leads to poor adherence and payments of the cash by the debtors which always strikes the firms negatively.
In Kenya, Muchina and Kiano (2011) did a study on the influence of working capital on firms’ profitability. The aim of the study was to bring out a clear context on the role played by debt collection by the firms on promoting their performance. The focus of the study was on SMEs in Kenya. The study utilized primary data which was collected through questionnaires from a sample of 329 respondents drawn from the management of the SMEs in Nairobi. The study found that the average amount of time allowed by the SMEs to their customers to pay their debts was two months which according to Muchina and Kiano (2011) was adequate both for the parties to plan and pay the debts respectively. In this case, adherence was found to be the only issue which still got many not complying thus affecting the overall profitability of the businesses. According to Muchina and Kiano (2011), accounts receivables in many cases affected the SMEs negatively since they did not have proper mechanisms to have the payment terms adhered to which got them into liquidity troubles.
3.0 RESEARCH METHODOLOGY
3.1 Research Design
The study employed an explanatory correlational research design to investigate the effect of cash management on the financial sustainability of non-financial firms listed on stock exchanges in East Africa. This involved using both explanatory and correlational research approaches. The explanatory design was considered appropriate because the study sought not only to establish the existence of relationships but also to explain the extent to which cash management practices influence financial sustainability (Ansari et al., 2022). A correlational approach was employed to measure the strength and direction of associations between cash management indicator (cash conversion period) and financial sustainability measures. Given the availability of firm-level financial statements over several years, the study utilized a panel design, combining time-series and cross-sectional data to enhance robustness and reliability of results. This design was suitable as it allowed the study to capture both firm-specific dynamics and temporal variations in financial sustainability outcomes, thereby providing a comprehensive understanding of the phenomenon.
3.2 Target Population and Sampling
The target population for this study comprised of all the non-financial firms listed firms in East Africa. A total of 47 firms were targeted, where 36 firms were drawn from Nairobi Securities Exchange (NSE), 4 from the Uganda Securities Exchange, 1 from Rwanda Stock Exchange and 6 from Dar es salaam Stock Market. The study employed census where all the targeted firms were surveyed.
3.3 Data Collection 
The study employed secondary panel data which was collected using a data collection sheet. Panel data is a series of multidimensional data where behaviours of entities are observed over time. The data focused on a period of 10 years ranging from 2014 and 2023. This enabled the study to obtain a most recent framework of cash management and financial sustainability of the listed non-financial firms in East Africa. 
3.4 Data Analysis
The collected data was analysed using quantitative approaches via Stata Software. Descriptive and inferential statistics were used, where key descriptive statistics including mean scores, standard deviations and percentages were used, while key inferential statistics such as correlation coefficients, P-values and regression coefficients were used to test the hypotheses. The findings were presented using figures and frequency tables.

[bookmark: _Toc190927710]4.0 RESEARCH FINDINGS AND DISCUSSIONS
[bookmark: _Toc190927714]4.1 Descriptive Statistics for Debtors Management in Non-Financial Listed Firms
The findings (Table 1) revealed that the minimum ACP for the listed company for the period of study is 6.32 days, indicating that the quickest collection time is about 6 days for some firms. The maximum collection period is 567.81 days. This is a very high ACP suggesting that some of the listed non-financial firms took over a year and a half to collect payments, which might indicate inefficiencies in debt collection processes. According to Ibrahim and Isiaka (2021), when a firm takes more than a year to collect payments from its debtors is a major indicator of looming financial crisis where the chances of bad debts increase, putting financial sustainability of such a firm at risk.
The results further revealed that the mean score for the average collection period (ACP) for the non-financial listed firms was 100.69 days. This value gives an overall picture of how long it takes, on average, for the listed non-financial firms to collect their debts. A mean of around 100 days is quite high, implying that many firms may be extending long credit terms or facing delays in payment collection. The standard deviation of 91.57 days implied that there was a wide variation in the collection periods across the listed non-financial firms. This significant deviation suggests that while some firms may collect payments quickly, others experienced substantial delays. This is an issue that according to Altaf (2024), affects most of the non-financial firms with the ultimate detrimental impact on their financial sustainability. The findings generally portray that while some of the non-financial firms managed to collect payments within a reasonable time frame, a good number of the firms experience significant delays. The wide standard deviation, skewness, and kurtosis suggest a highly varied collection process across firms, with some outliers facing substantial inefficiencies in managing their receivables. The findings concur with those by Alvarez, Sensini, and Vazquez (2021) who revealed that non-financial firms were facing limited cash flows and inefficient flow of operations as a result of long cash collection periods which implied that more time was taken to collect payments from credit sales.  Ngari and Kamau (2022) noted that efficient debtor management was essential to maintaining smooth working capital cycles, and the presence of long collection periods could hinder liquidity for firms with higher ACPs.
[bookmark: _Toc180619307][bookmark: _Toc190927759]Table 1: Descriptive Statistics on Average Collection Period 
	Variable
	N
	Min.
	Max.
	Mean
	Std. Dev.
	Skewness
	Kurtosis

	
	
	
	
	
	
	Statistic
	Std. Error
	Statistic
	Std. Error

	ACP (Average Collection Period)
	470
	6.32
	567.81
	100.6863
	91.57433
	2.689
	.129
	9.219
	.256



[bookmark: _Toc190927718]4.2 Descriptive Statistics on Financial Sustainability of Listed Non-financial Firms
The findings (Table 2) revealed that the minimum operating ratio was -19.37 while the maximum operating surplus ratio was 0.96. The negative operating ratio imply that the firms had deficit while the maximum ratio shows close to a balanced or slightly surplus-generating firm. The mean score for operating surplus ratio was 0.2337, implying that most of the listed non-financial firms had a small operating surplus (23.37%). This suggests that, on average, these firms were generating more revenue than their expenses, but the surplus is relatively modest. According to Khramchenko (2021), while a firm might operate at a profit, its financial sustainability might not be guaranteed as the profits might not reflect the fulfil potential of the firm. The results also show that the standard deviation for operating surplus ratio was 1.321. This being a high standard deviation, it indicates considerable variability in the operating surplus ratio across the firms. Some firms were operating with significant deficits, while others managed a modest surplus. The negative skewness of -11.666 is extreme, indicating that most firms have operating surplus ratios closer to zero (a balanced or slightly positive performance), while a few firms have very large deficits, pulling the distribution to the left. This is also evidenced by the extremely high kurtosis value of 155.283 which shows that the distribution is heavily peaked with long tails. This indicates that while most firms have ratios close to zero, there are significant outliers with extreme deficits. The results on Operating Surplus Ratio, therefore, shows that, although many firms were sustaining operations with modest surpluses, there were a significant number of firms experiencing substantial deficits, indicating poor financial health. 
[bookmark: _Toc180619311][bookmark: _Toc190927763]Table 2: Descriptive Statistics on Financial Sustainability
	Ratios
	N
	Min.
	Max.
	Mean
	Std. Dev.
	Skewness
	Kurtosis

	Operating Surplus Ratio
	470
	-19.37
	.96
	.2337
	1.32126
	-11.666
	155.283



[bookmark: _Toc190927719]4.3 Trend Analysis of Debtors Management in Listed Non-Financial Firms
The results (Figure 2) shows that there was a steady increase in ACP from 2014 to 2015 implying that while most of the firms collected their debts faster in 2014, there was a significant delay in debt collection in 2015. This strained the listed firms’ cash flow and their ability to meet short-term obligations. However, as the results show, the ACP dropped to about 175 days in 2016 and further reduced to about 103 days in 2017. This shows a better debtor management during this period, an indication of efforts by the listed non-financial firms to collect debts more promptly, potentially enhancing liquidity and reducing the risk of bad debts. There was however stabilization and consistency in average collection period between 2017 and 2019, although not as low as in 2014, a range that suggests a controlled and consistent debt collection process among the listed non-financial firms. According to Sholikah and Miranti (2020), longer average collection period as seen for the listed non-financial firms in 2015 and 2021 suggests inefficient debtors’ management practices, which could derail financial sustainability. As elaborated by Zheng et al. (2022), if customers are taking longer to pay, organizations might face liquidity issues, leading to reliance on external financing, which increases interest costs and financial risk. The shorter collection periods in 2014 and 2017 imply better debtors’ management, where the listed firms collected cash from debtors with ease. According to Ozili and Iorember (2024), shorter ACPs could be influenced by both internal factors where the company puts stringent measures to collect revenues from customers in good time, or by external factors where the economic factors could be favourable to business thus allowing debtors to easily repay what they owe the firms. 
[image: ]
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[bookmark: _Toc190927725]4.4 Trend Analysis for Financial Sustainability among Listed Non-Financial Firms
The results as shown in Figure 3 revealed that the operating surplus ratio of the listed non-financial firms exhibits a downward trend from 2014 to 2023, with significant fluctuations along the way. A lower operating surplus ratio signals challenges in maintaining financial sustainability, as firms may find it difficult to reinvest in growth or buffer against economic downturns. The observed recovery suggests that firms are adapting to their challenges, but achieving higher financial sustainability will require continued focus on optimizing operations and enhancing revenue streams.

[bookmark: _Toc180619317][bookmark: _Toc180619417][bookmark: _Toc190927769]Figure 3: Trend Analysis for Financial Sustainability

[bookmark: _Toc190927732]4.5 Hypotheses Testing
HO: 	Debtors management has no significant effect on financial sustainability of non-financial firms listed in stock exchanges within East Africa.
HA: 	Debtors management has a significant effect on financial sustainability of non-financial firms listed in stock exchanges within East Africa.
The hypothesis was tested using the model illustrated below:
Y = α + βX + e
The results as shown in Table 3 revealed that the F-statistic for the model was 9.2139 at a significant level of 0.0000<0.05. This is an indication that the model was statistically significant to predict the relationship between debtors management and financial sustainability of the listed non-financial firms in East Africa. Further, the R-square (R2) for the model was 0.5208, implying that debtors management explained up to 52.1% of variation in financial sustainability of the non-financial firms listed in East Africa. The Beta coefficient (β1) for the variable (debtors management) was 0.214, an indication that a unit change of debtors management would influence financial sustainability of the non-financial firms listed in East Africa by 0.214 units (21.4%). The P-value for cash management was 0.0000<0.05, an indication that debtors management significantly influenced financial sustainability of the non-financial firms listed in East Africa. Based on this finding, the study rejected the null hypothesis two (H02) and concluded that debtors management has a significant effect on financial sustainability of non-financial firms listed in East Africa. The findings compare with those of Zheng, Zhou, and Iqbal (2022) who established that effective management of debtors was a stronger and significant determinant of the ability of a firm to sustain itself financially by being in a position to meet its financial obligations for a long foreseeable future. Further, Habib and Dalwai (2024) established that through shorter periods of collect accounts receivables plays a significant role in steering financial performance as it enables the company to have adequate liquidity levels to run its processes. 
[bookmark: _Toc190927776]Table 3: Effect of Debtors Management on Financial Sustainability
	Dependent Variable: Financial Sustainability
	Sample: 2014 2023

	Cross-sections included: 47
	Periods included: 10

	Total panel observations: 470

	Linear estimation after one-step weighing matrix

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.

	Constant
	0.042683
	0.019021
	2.239421
	0.0020

	Debtors Management
	0.214071
	0.016605
	12.89103
	0.0000

	Effects Specification

	Cross-section fixed (dummy variables)

	Weighted Statistics

	R-Squared
	0.520847
	Mean dependent var
	0.517220

	Adjusted R-Squared
	0.461905
	S.D. dependent var
	0.346813

	S.E. of regression
	0.274418
	Sum squared resid
	19.61124

	F-Statistic
	9.213904
	
	

	Prob (F-statistic)
	0.00000

	Unweighted Statistics

	R-squared
	0.431032
	Mean dependent var
	0.263012

	Sum of squared resid
	19.743151
	
	



[bookmark: _Toc190927745]4.5 Discussion of Findings
The study assessed the impact of debtors management on the financial sustainability of non-financial firms listed in East Africa. Debtors management was evaluated through the average collection period (ACP), which measures the time taken by firms to collect payments from customers after making a sale. The findings indicated significant variations in ACP across firms. While some companies collected payments in just a few days, others took well over a year, suggesting inefficiencies in debt collection processes. On average, firms took more than three months to collect payments, which could indicate extended credit terms or challenges in enforcing payment policies. The wide variation in collection periods among firms suggests that while some companies effectively manage their receivables, others struggle with late payments, increasing the risk of cash flow shortages and bad debts. The trend analysis revealed fluctuations in ACP over the study period. Initially, firms had shorter collection periods, but a significant delay was noted in some years, straining cash flows and potentially affecting liquidity. In later years, improvements in debt collection efficiency were observed, but the collection periods remained relatively high compared to earlier years. Economic conditions, particularly the effects of the COVID-19 pandemic, may have contributed to longer collection times in certain periods. However, in recent years, there were signs of improvement, indicating firms' efforts to enhance debtor management practices. The hypothesis testing confirmed that debtors management had a statistically significant effect on financial sustainability. Firms with better debt collection practices were more likely to maintain stable financial performance, while those with prolonged collection periods faced liquidity risks.
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[bookmark: _Toc190927749]5.1 Conclusion
The study concluded that efficient debtor management is crucial for financial sustainability. Firms that quickly collect receivables enhance their cash flow, reduce reliance on external financing, and improve their ability to meet financial obligations. Conversely, delays in debt collection increase financial risks, particularly the likelihood of bad debts, which can undermine a firm's sustainability. The findings highlight the need for firms to implement effective debtor management strategies to ensure steady cash inflows.
[bookmark: _Toc190927750]5.2 Recommendations
The listed non-financial firms through the management team ought to review their credit terms to ensure that customers adhere to timely payment schedules. Offering discounts for early payments and imposing penalties for late payments could encourage faster debt collection. Further, implementing automated receivables management systems can help firms track outstanding payments, send reminders, and enforce payment terms more effectively. It is also recommended that before extending credit, firms should assess customers' financial stability to minimize the risk of non-payment. This can be done through credit scoring models and background checks. To reduce reliance on delayed payments, firms should explore alternative revenue models such as subscription-based services or upfront payments where feasible.

[bookmark: _Toc190927751]REFERENCES
[bookmark: _Hlk190927311][bookmark: _Toc498543155]African Development Bank (AfDB). (2023). East Africa Economic Outlook 2023. 
Altaf, N. (2024). Working capital financing, firm performance and financial flexibility: Evidence from Indian hospitality firms. Global Business Review, 25(2_suppl), S199-S210.
Alvarez, T., Sensini, L., & Vazquez, M. (2021). Working capital management and profitability: Evidence from an emergent economy. International Journal of Advances in Management and Economics, 11(1), 32-39.
Ansari, M. R., Rahim, K., Bhoje, R., & Bhosale, S. (2022). A study on research design and its types. International Research Journal of Engineering and Technology (IRJET), 9(7), 1132-1135.
Bieniasz, A. & Golas, Z. (2011). The Influence of Working Capital Management on the Food  Industry Enterprises Profitability. Contemporary Economics, 5(4), 68-81.
Capital Markets Authority (CMA). (2016). Annual Report and Financial Reports; Retrieved on 17th January, 2018 from; https://www.cma.or.ke/index.php/news-and.../cma-annual-reports?...cma-annual-report
East African Community (EAC). (2022). Economic Integration and Financial Market Development Report.
Enqvist, J., Graham, M., & Nikkinen, J. (2014). The impact of working capital management on firm profitability in different business cycles: Evidence from Finland. Research in International Business and Finance, 32, 36–49. https://doi.org/10.1016/j.ribaf.2014.03.005
Githaiga, P. N., & Kosgei, J. K. (2023). Board characteristics and sustainability reporting: a case of listed firms in East Africa. Corporate Governance: The international journal of business in society, 23(1), 3-17.
Habib, A. M., & Dalwai, T. (2024). Does the efficiency of a firm’s intellectual capital and working capital management affect its performance?. Journal of the Knowledge Economy, 15(1), 3202-3238.
Ibrahim, U. A., & Isiaka, A. (2021). Working capital management and financial performance of non financial quoted companies in Nigeria. International Journal of Research in Business and Social Science (2147-4478), 10(3), 241-258.
Igbojindu, F. O., & Okafor, G. O. (2023). Debtors management and financial performance of listed pharmaceutical companies in Nigeria. Journal of Global Accounting, 9(4), 302-313.
International Monetary Fund (IMF). (2022). Sub-Saharan Africa Regional Economic Outlook: Living on the Edge.
Jelagat, O., Musenga, M., & Shitseswa, A. (2023). Effects of Debtors’ Management on Financial Performance of Savings and Credit Cooperative Organizations in Nandi County, Kenya. African Journal of Empirical Research, 4(2), 437-445.
Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, agency costs and ownership structure. Journal of Financial Economics, 3 (4) (1976), pp. 305-360
Karaduman, H.A., Akbas, H.E., Ozsozgun, A. & Durer, S. (2010). Effects of Accounts Receivables on profitability: The case of selected companies in Istanbul Stock Exchange (2005-2008). International Journal of Economics and Finance Studies, 2(2), 47-54.
Kaur, H., & Kaur, P. (2021). Working capital management and firm performance: A mini-review. Journal of Management Research and Analysis, 8(2), 55–62.
Khramchenko, A. A. (2021). Modernization and Financial Sustainability of Agricultural Enterprises Based on the Working Capital Management of the Krasnodar Krai. In The Challenge of Sustainability in Agricultural Systems: Volume 2 (pp. 209-216). Cham: Springer International Publishing.
Muchina, S. & Kiano, E. (2011). Influence on Working Capital Management on Firms’ Profitability: A Case of SME’s in Kenya. International Business Management, 5 (5), 279-286.
Mulenga, M. J., & Mndeme, R. K. (2024). The Influence of Working Capital Management on the Financial Performance of the Listed Manufacturing Firms in Tanzania. Business Education Journal, 10(2).
Naz, M. A., Ali, R., Rehman, R. U., & Ntim, C. G. (2022). Corporate governance, working capital management, and firm performance: Some new insights from agency theory. Managerial and Decision Economics, 43(5), 1448-1461.
Ngari, A. R., & Kamau, C. G. (2022). The Effect of Working Capital Management Cycle on Profitability of Retail Supermarkets in Mombasa, Kenya: A Case Study of Binathman Household Supermarket in Mombasa City. Asian Journal of Economics, Business and Accounting, 22(13), 54-70.
Njeru, M., & Omagwa, J. (2018). Receivables financing and business growth among SMEs in Uganda. Journal of Finance and Accounting, 6(3), 112–125.
Nyawira, I., & Omagwa, J. (2019). Debtors management and financial performance of microfinance institutions in Nyeri county, Kenya. International Journal of Accounting and Taxation, 3(2).
Ochieng, D., & Jagongo, A. (2019). Accounts receivable management and financial performance of commercial and services firms listed at the Nairobi Securities Exchange. Journal of Accounting and Finance, 7(2), 89–102.
Orajekwe, J. C., & Ogbodo, O. C. (2023). Firm-specific characteristics and environmental disclosure of energy firms in Sub-Saharan Africa. International Journal of Financial, Accounting, and Management, 5(2), 251-264.
Ozili, P. K., & Iorember, P. T. (2024). Financial stability and sustainable development. International Journal of Finance & Economics, 29(3), 2620-2646.
Piccoli, P., Bianchini Junior, N., Coser, J., & Moreira, V. R. (2021). Short-term financial sustainability of agricultural cooperatives. Agricultural Finance Review, 81(3), 444-457.
Sholikah, A. M. A., & Miranti, T. (2020). Factors influence financial sustainability banking in Indonesia. Al-Tijary Jurnal Ekonomi Dan Bisnis Islam, 6(1), 41-50.
Tarurhor, E. M., & Owolabi, A. A. (2022). Account Receivable And Inventory Conversion Management As Determinants Of Corporate Financial Performance: Evidence From Publicly Quoted Nigerian Firms. Finance & Accounting Research Journal, 4(5), 271-280.
Tuyishime, E., & Mulyungi, P. (2018). Effect of accounts receivable management on financial sustainability of firms in Rwanda: A case of Bralirwa Ltd and MTN Rwanda. International Journal of Business and Management, 13(7), 45–58.
United Nations Economic Commission for Africa (UNECA). (2023). Economic Report on Africa: Building Resilience for Sustainable Development.
Wang, Z., Akbar, M., & Akbar, A. (2020). The interplay between working capital management and a firm’s financial performance across the corporate life cycle. Sustainability, 12(4), 1661.
Wanzala, R. W., & Obokoh, L. (2024). The Effects of Working Capital Management on the Financial Performance of Commercial and Service Firms Listed on the Nairobi Securities Exchange in Kenya. Risks, 12(8), 119.
Wokeh, P. I. P. (2023). Effect of Debtors Management On Financial Performance Of Listed Construction and Real Estate Companies in Nigeria. BW Academic Journal, 8-8.
World Bank. (2021). The Impact of COVID-19 on Businesses in East Africa: Evidence from Firm Surveys.
Yitayaw, M. K. (2021). Determinants of profitability and financial sustainability of saving and credit cooperatives in Eastern Ethiopia. International Journal of Rural Management, 17(2), 239-261.
Zheng, X., Zhou, Y., & Iqbal, S. (2022). Working capital management of SMEs in COVID-19: role of managerial personality traits and overconfidence behavior. Economic Analysis and Policy, 76, 439-451.

2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	1.0376529050937027	0.97406285883379551	0.56740514516199647	0.70159402607252985	0.48645218717141309	0.36283637009879627	0.40029669835023268	0.42250903723147021	0.53134539480664744	0.53264035791310926	Year


Operating Surplus Ratio





15
image1.png
=3
v
@

=3 =3 =3 =3 =3 =3
=3 el S v S kel
@ & & = =1

(dDV) poLIRd Uondd[[0) d5LIAY

=3

2015 2016 2017 2018 2019 2020 2021 2022 2023

2014

Year




