
THE IMPACT OF CREDIT MANAGEMENT ON

LIQUIDITY POSITION OF MANUFACTURING

INDUSTRY IN SRI LANKA

By

D.K.P. MALKANTHI

F.Arslz0lllconf{l3z

col{1322

A Project Report

"4
submittedtotheFacultyofCommerceandManagement'ENtefnUniversity'Sri<t

Larka as a partiat fulfillment of the requirement of the Deqree oTBaclelor of

Commerce llonouls in Accounting and Finatrte

[(BComHoN (Accounting and FinancO]

{.
Department of Commerce . r'

Faculty ofCommerce and Management

Eastern Universif, Sri Lanka

\llillliltlLil[ni$lilu]ilxil
.,&,.r,
i1$..

2017



ABSTRACT

This study is sought to establish the impact of Credit Management on liquidity
position of Manuf'acturing lndustry in Sri Lanka. The target population of the study

was 38 manufacturing industries in manufacturing sector. A sample of 33

manufacturing industries was selected from the population. The selection of sample

was made based on the availability of full data set for the period of five years f.orn

2011/12 to 2015116. The main objective of the study is to examine the impact of
crcdit managem€nt on liquidity position of manufacturing Industries in Sri Lanka. It
has consisted four sub objectives based on the proxies of independent and dependent

variables. The independent variable of the study was credit management with the

proxies of Average payment period and Average collection period. The dependent

variable ofthe study was liquidity position with the proxies of Cunent ratid (CR) and

Quick ratio (QR). The study used secondary data and the research design used for this

study werc desc ptive statistics such as mean, Slandard deviation. Coefticient of
variance and lnferential statistics such as correlation and reglession analysis by using

Statistical Package for Social Science(SPSS) version 19 package. The flndirrgs

revealed that Average collection period has positive impact with curent ratio. Same

as Avemge collection period has positive impact tvith quick ratio also. Therefore

Average collection period is having positive impact on current ratio and quick ratio.

However Average payment.period wai insignificant with Current ratio and significant

with quick ratio. That mean Average collegtion ieriod and Average payment period

influence on current ratio and quick ratio ofthe Sri Lankan Mdnufacturing companies.

Therelore the main hypothesis olthe srud) was panially accfpted. 
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