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ARTICLE INFO ABSTRACT

Financial crises and macroeconomic imbalances have recently posed serious challenges to firms
operating in developing countries. Thus, firms require efficient working capital management
(WCM) to remain profitable. The purpose of this study is to examine the impact of WCM on firm
performance (FPR) of ‘Food & Personal Care Industry’ of Pakistan using balanced panel data of 22
listed firms for the period of 2006 to 2022. Further, the study estimates the moderating effects of
investment policy (IP) on WCM- FPR relationship. The study has used return on assets to measure
FPR, while WCM is measured by a comprehensive measure of cash conversion cycle (CCC)
comprising accounts receivable period (ARP), accounts payable period (APP), and inventory period
(ITP). The findings reveal that CCC and ITP have a significant negative association with FPR,
suggesting shorter CCC and ITP increase FPR. However, ARP and APP are positively associated with
FPR, suggesting efficient utilization of ACR and delay in payment bills may increase FPR. Moreover,
the results show that [P negatively moderates the impact of all components (except APP) of WCM
on FPR. These results imply that a conservative IP mitigates the adverse impact of liberal WCM
practice on FPR. The study also discussed the useful implications for managers and policymakers
along with limitations of the study in the conclusion section.
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INTRODUCTION

Working capital management (WCM) refers to the administration of
a firm’s ability to bridge the gap between current assets (CA) and
current liabilities (CL), ensuring liquidity for routine business
operations (Deloof, 2003). According to the ‘theory of the firm’,
maximization of profit and value are the ultimate objectives of every
firm’s manager, using all available financial, physical, and human
resources (Kotlar et al, 2018). The literature of corporate finance
emphasized the significance of efficient WCM policies and their effects
on firm productivity and performance (Raheman and Nasr, 2007).
Furthermore, WCM helps maintain the balance between profitability
and liquidity (Morshed, 2020; Sajid et al., 2023) because managers
have to meet the day-to-day financial needs of business
operations. Managers face several challenges, but one of the most
frequent ones is maintaining a balance between CA and CL to
provide sufficient liquidity to the firm for operational efficiency
(Deloof, 2003). Thus, liquidity is a significant factor affecting firm
performance (FPR) in the long run (Sajid et al., 2023). Liquidity
further affects WCM and other policies, such as investment,
financing, and marketing strategies of the firm, which collectively
determine FPR (Igbal et al,, 2023a; Simon et al,, 2021).

The literature on WCM provides mixed findings about the
implications of WCM on FPR (Abuzayed, 2012; Deloof, 2003;
Nobanee et al.,, 2011). For instance, Smith (1980) found that an
efficlent WCM enhances profitability while it reduces financial
risks. However, Van Horne and Wachowicz (2005) argue that
firms must optimize the difference between CA and CL because if
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CA is greater than CL, it reduces profitability. On the other hand,
they argue that the ratio of CA to CL of less than 1 increases the
probability of financial risk and bankruptcy. Thus, managers and
policymakers must utilize their analytical skills, dedication and
focus to formulate and implement efficient WCM (Seth et al,,
2021). Furthermore, a common measure of WCM is cash
conversion cycle (CCC), which is widely used in the literature, and
includes three important components: account receivable,
account payable, and inventory investment.

Moreover, FPR is heavily dependent on adequate and timely
policies related to WCM (Seth et al, 2021). For example, investment
policy (IP) is one of the most discussed policies in the recent literature
regarding WCM (Amponsah-Kwatiah and Asiamah, 2021;
Compernolle et al., 2019; Kabuye et al.,, 2019). Furthermore, the
internal environment of the organization and IP have a strong
impact on FPR and productivity (Kayani et al, 2023; Padachi,
2006). To the best of our knowledge, the moderating role of IP on
the WCM and FPR is not well-documented, and very little research
has been done in this area (Amponsah-Kwatiah and Asiamah,
2021; Singh and Kumar, 2017). Thus, this literature gap provides
the justification and need for this study, specifically in the context
of Pakistan’s food and personal care industry. Moreover, our study
explored the understanding regarding WCM and [P, and their
impact of the FPR.

Based on the aforementioned research gap, our study has five
specific research objectives. First, to examine the impact of CCC on
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the FPR in Pakistan's food and personal care industry. Second, to
estimate the impact of ITP on FPR. Third, to estimate the effects of
ARP on FPR. Fourth, to measure the impact of APP on FPR. Lastly,
to examine whether or not IP moderates the effects of CCC, ITP,
ARP, and APP on the FPR.

Due to the ongoing poly-crisis in Pakistan, such as inflationary
pressure, supply disruptions, political instability, and financial
uncertainty, there is a demand for highly effective WCM for firms
to remain profitable and sustained in the long run (Arintoko et al.,
2023; Tiwari et al, 2023). These macroeconomic imbalances
create uncertainty, further encouraging firms to pay attention to
WCM (Yarba and Guner, 2020). One of the most important
decisions regarding WCM is investment policy (Banerjee and Deb,
2023; Bhattacheryay, 2023; Venkataramani and Kayal, 2023).
Every firm must make effective IP decisions in order to manage its
WCM, which could have effects on its profitability.

Recently, global supply chain disruptions, contractionary monetary
and fiscal policies, price hikes, and exchange rate instability caused
severe financial crises, resulting in reduced availability of loanable
funds in the financial market (Alessandria et al., 2023; Ferreira et
al,,2021; Fornaro and Wolf, 2023; Sajid et al,, 2023). Furthermore, the
International Monetary Fund predicted an economic slowdown,
especially for developing countries, for the next five years (Eicher &
Kawai, 2023). Thus, this study offers valuable insight specifically to
the listed food and personal care manufacturing companies on the
cruciality of efficient WCM to maximize profit and sustain in the
long run.

Furthermore, an efficient WCM not only improves FPR but also
affects macroeconomic indicators, such as the unemployment rate in
the economy, by expanding production efficiency and creating jobs
(Akoto et al., 2013). In Pakistan, public policies are being designed to
promote industrial development and enhance productivity by
providing an enabling environment (Arif et al,, 2022; Khan et al,,
2022). However, amid macroeconomic imbalances and severe
financial uncertainty, there are several challenges that require
serious attention.

The literature on WCM and FPR provides mixed and inconclusive
results. These mixed empirical findings confound policymakers and
managers, making decision-making a more complex and difficult task.
Several studies reported a significant negative impact of a
conservative WCM approach on FPR (Chang, 2022; Deloof, 2003;
Nobanee et al.,, 2011; Raheman and Nasr, 2007). On the other hand,
few other studies found a significant positive impact of such an
approach on FPR (Amponsah-Kwatiah and Asiamah, 2021;
Knauer and Wohrmann, 2013; Lazaridis and Tryfonids, 2006).

It is important to note that these mixed findings are obtained
because of a few important reasons, such as the usage of different
proxies for WCM and profitability, the use of different econometric
techniques, and the nature of data, i.e., time series and panel
dataset (Amponsah-Kwatiah and Asiamah, 2021; Aldubhani et al.,
2022). Moreover, the empirical literature on the relationship
between WCM and FPR in the context of Pakistan is limited and at
the transition stage (Hashmi and Igbal, 2022a). Thus, it provides
us an opportunity to explore this relationship for the listed food
and personal care industry in Pakistan. Further, this study fills this
literature gap and provides empirical evidence on the impact of
WCM and IP on firm financial performance.

Our study contributes to the existing literature in several ways.
First, it examines the impact of CCC, ARP, APP, and ITP, on FPR,
Second, the study explores the moderating effects of IP on the
relationship between WCM and FPR for 22 listed firms in the ‘Food
and Personal Care’ industry of Pakistan. Third, the study holds
high value and relevance for firms operating in the industry

270

because it provides empirical-based evidence of the critical role of
each component of WCM on firms' financial performance.

Theoretical Literature

Our study has adopted the Cash Conversion Cycle (CCC) theory
proposed by Richards and Laughin (1980) to provide a theoretical
foundation for our research. The theory emphasizes the time
period (days) a firm takes to convert its investment (working
capital and other resources) into cash from sales. According to the
theory, a firm must manage its CCC to avoid a scarcity of working
capital and liquidity (Richards and Laughin, 1980). The theory
further implies that a long CCC tends to reduce liquidity and
increase the chance of a financial crisis. Thus, firms should have a
small CCC to avoid such risks and maximize profits.

Empirical Literature and Hypothesis Development

Several studies have estimated the relationship between WCM
and FPR. However, the studies do not provide conclusive results,
and the impact of WCM on FPR remains debatable. Moreover, little
is known about the impact of IP on WCM and FPR relationship. In
this section, the study discusses the existing empirical literature
on the effects of WCM and IP on FPR.

WCM and FPR nexus

WCM is like blood in human veins; neither low blood pressure is
desirable nor high blood pressure is beneficial. Similarly,
managers have to maintain the balance between CA and CL of the
firm to perform operations and optimize firm value (Deloof,
2003). In the finance literature, many studies have examined the
role of WCM on FPR using different proxies for WCM (Deloof,
2003; Nobanee et al, 2011). However, the most common and
effective measure of WCM is the cash conversion cycle (CCC),
which shows the average number of days a firm takes to collect
cash from the day of production (Yazdanfar and Ohman, 2014).
WCM includes three important factors: accounts receivable,
accounts payable, and inventory investment. Furthermore, firm
profitability or FPR is measured by several factors, but return on
assets (ROA) is generally considered an appropriate measure due
to its relevance to the firm's assets (Hashmi and Igbal, 2022a).
Furthermore, empirical literature provides strong evidence of a
significant association between WCM and FPR (Abuzayed, 2012;
Chang, 2022; Deloof, 2003).

CCC and FPR nexus

The majority of existing literature reported a significant negative
impact of CCC on FPR (Chang, 2022; Nobanee et al, 2011;
Yazdanfar and Ohman, 2014). These studies argue that a long CCC
significantly affects the firm’s ability to maintain its liquidity and
operational efficiency and to grab any possible short-lived
opportunities (Zeidan and Shapir, 2017). However, few studies
argue that profitable firms may have a longer CCC due to their
large size and scale of operations, suggesting a positive association
between CCC and FPR (Akoto et al,, 2013; Prempeh and Peprah-
Amankona, 2019). Thus, the study formulates the following
hypothesis:

Hi: Cash conversion cycle has a significant impact on firm
performance.

ARP and FPR nexus

Moreover, the literature on ARP and FPR reveals mixed and
inconclusive results. The first strand of literature shows a
significant negative impact of ARP on FPR (Akey, 2019; Deloof,
2003; Nobanee etal., 2011). These studies argue that alonger ARP
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increases the risk of a liquidity crisis and affects the operations of
the firm. Further, a longer ARP may result in bankruptcy and
default for the firm (Deloof, 2003). On the other hand, a few other
studies argue that firms may have to wait for collections from
customers if they are operating in emerging economies and even
ARP may positively affect their profitability by attracting more
customers (Abuzayed, 2012; Amponsah-Kwatiah and Asiamah,
2021). Thus, the study formulates the following hypothesis:

Haz: The account receivable period has a significant impact on firm
performance.

APP and FPR nexus

Similarly, empirical studies provide mixed results on the impact of
APP on the FPR. For example, several studies reported a
significant negative impact of APP on FPR and argued that less-
profitable firms tend to delay their payments (Deloof, 2003; Gill et
al,, 2010; Samiloglu and Akgun, 2016; Ukaegbu, 2014). However,
a few recent empirical studies reported a positive relationship
between APP and FPR (Amponsah-Kwatiah and Asiamah, 2021;
Lazaridis and Tryfonidis, 2006; Knauer and Wohrmann, 2013).
These studies argued that firms often delay payments and utilize
this ‘trade credit’ to minimize their cost of financing which
ultimately improves their liquidity and profitability. Further, it
helps maintain the balance between ARP and APP. Thus, the study
formulates the following hypothesis:

Hs: Account payable period has a significant impact on firm
performance.

ITP and FPR nexus

Furthermore, an efficient WCM requires firms to plan their
inventory investments wisely because it not only improves
liquidity but also affects the profitability of the firm (Smith, 1980).
Thus, firms must optimize their ITP or they have to face serious
consequences, such as a higher cost of inventory holding and
liquidity crisis, or they may experience stock-out conditions and
lose significant sales, leading to low profitability (Anwar, 2018;
Bhatia and Srivastava, 2016; Vahid et al, 2012). For example,
firms may experience lower costs of goods sold by reducing the
ITP (Pong and Mitchell, 2012), and companies with low profits
usually have larger ITP (Al-Debi’e, 2011). Thus, the study
formulates the following hypothesis:

Ha: Inventory period has a significant impact on firm performance.

IP, WCP and FPR nexus

Firms may use aggressive IP, which refers to the low value of CA
relative to total assets (TA), or they may adopt a conservative IP,
which refers to a higher ratio of CA relative to TA (Kaur and Singh,
2014). Further, IP is considered to be an important policy variable
that affects WCM and FPR (Agrawal, 2013; Kaur and Singh, 2014;
Murniati et al., 2019; Pawlina and Kort, 2005). The study by Kaur
and Singh (2014) argues that aggressive IP is associated with
higher risk; however, Murniati et al. (2019) found a significant
positive association between aggressive IP and FPR. Thus, the
literature suggests a significant impact of IP on FPR through WCM
practices (Niresh, 2012). Recently, Vlismas (2023) conducted an
empirical study and found that a conservative IP negatively
moderates the impact of WCM on FPR, suggesting that an adverse
impact of WCM on FPR becomes less severe when a conservative
I[P approach is used by the firm. Thus, the study formulates the
following hypotheses:

Hs: Investment policy significantly moderates the impact of the
cash conversion cycle on firm performance.
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He: Investment policy significantly moderates the impact of the
accounts receivable period on firm performance.

H7: Investment policy significantly moderates the impact of the
inventory period on firm performance.

Hs: Investment policy significantly moderates the impact of the
accounts payable period on firm performance.

SIZE, LEV, CR and FPR nexus

Furthermore, firm size (FSIZE), current ratio (CR), and leverage
(LEV) are commonly used in the literature of corporate finance to
examine their impact on FPR (Akoto et al, 2013; Hashmi et al,,
2022b; Tufail and Khan, 2013). Specifically, FSIZE may have a
positive or negative impact on FPR depending upon the type of
industry (Storey, 1990). Similarly, the effects of LEV on FPR also
depend upon firms’ characteristics, and the existing empirical
literature has reported a significant impact of LEV on FPR (Danso
et al, 2021; Hutten, 2014; Ilyukhin, 2015). Lastly, CR is also a
significant factor affecting FPR, and recent empirical studies have
examined the impact of CR on FPR (Ibhagui and Olokoyo, 2018;
Sawarni et al,2020; Youn and Gu, 2009).

Literature Gap

This section of the literature review discussed and identified a
significant research gap based on the above-mentioned literature
review. To the best of our knowledge, many studies have
examined and analyzed the impact of WCM on FPR and reported
useful insights, but our study identified two major research gaps
in the existing literature. First, the existing empirical studies
provide little evidence on the moderating effects of IP on CCC, ARP,
APP, and ITP on FRP. Second, the majority of the literature is
skewed towards developed economies, and insights about
developing countries are not well-reported. Thus, our study fills
these significant gaps by incorporating IP as a moderator in the
models of our study to examine the impact of IP on WCM and FPR
nexus in the Food and Personal care industry of Pakistan.

METHODOLOGY

Sample and Data

The sample of this study comprises 22 listed firms from the
‘Food and personal Care Industry of Pakistan’, and sample data
were collected from the annual reports and PSX for the period
of 2006 to 2022. Moreover, firms with missing data and
illogical values, i.e., nonpositive values of assets, liabilities and
capital, were removed. We have chosen the ‘Food and Personal
Care Industry’ due to two important reasons. First, firms
operating in the industry face intense competition, and an
efficient WCM is the only option to remain competitive and
profitable in the market. Second, the prices of food and
personal care products have faced a significant rise in Pakistan,
making it difficult for the firms to keep their sales stable. In
addition, inflationary pressure also increased the cost of
production, which further created problems for firms in the
industry.

Furthermore, the selection of the sample is based on the relative
share of each firm in the industry and publicly traded companies
(listed on PSX).

Variables

The study examines how FPR is affected by WCM components,
considering the moderating role of investment policy (IP). To
achieve the objectives of our study, we have followed the
empirical framework suggested by Deloof (2003).
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Dependent Variable

In the literature of finance, FPR is often measured through various
proxies, i.e., return to equity ratio (ROE), return to assets ratio
(ROA), Tobin’s q, and gross operating income (Deloof, 2003;
Mithas et al., 2012). However, ROA is commonly preferred as a
measure of FPR, among others (Sami et al., 2011). Therefore, this
study used ROA as the measure of FPR for the sample firms.

Explanatory and moderating variables

The study used the components of working capital management
(WCM) as independent variables, proxied by the cash conversion
cycle (CCC) which includes ARP, APP, and ITO. Furthermore, the
study used IP as a moderator in the models, with IP generally
classified as either conservative or aggressive. Conservative IP
refers to a higher level of investment in CA relative to TA by a firm,
while a lower level of investment in CA relative to TA indicates an
aggressive IP (Kaur and Singh, 2014). Lastly, three control
variables—LEV, FSIZE, and CR— were included in the model to
mitigate panel heterogeneity and obtain robust results. These
variables have been extensively used in previous literature
(Hashmi et al,, 2022b; Ibhagui and Olokoyo, 2018; Lam and Lee,
2008). Descriptions and measurements of all variables are
presented in Table 1.

Methods and Techniques

The study employs correlation and two robust panel data
regression techniques to examine the impact of WCM, IP, and their
interaction. Although, correlation analysis helps in understanding
the relationship among the sample variables (Sajid et al,, 2021),
but it does not provide the direction of causality. Therefore, two
panel data regression techniques were employed to estimate the
relationships.

Model specifications

This section outlines the model specifications used to empirically
test the relationship between WCM, IP and FPR. Models 1-4
estimates the impact of CCC, ITP, ARP and APP on FPR,
respectively. Ydum and Fdum represent Year dummies and Firm
Dummies, respectively.

Table 1. Description of variables.

FPR =0+ A1CCC + A2 CR + A3 FSIZE+ A4 LEV + As Ydum +
As Fdum + p (9]

FPR = a+ A1 ITP + 22 CR + A3 FSIZE+ A4 LEV + As Ydum +
As Fdum + p (2)

FPR = a+ A1 ARP +A2 CR + A3 FSIZE+ A4 LEV + A5 Ydum +
AsFdum + p (3)

FPR = a+ A1 APP + A2 CR + A3 FSIZE+ A4 LEV + A5 Ydum +
AsFdum + p (4)

Furthermore, Models 5-8 estimates the moderating effects of IP on
WCM and FPR. Specifically, if the interaction terms i.e., CCC*IP,
ARP* IP, APP* IP, and ITP* IP are statistically significant, there is
evidence of moderating effects of IP.

FPR = a+ A1 CCC + A2 IP + A3 CCC*IP + + A4 CR + As FSIZE+
As LEV + A7 Ydum+ Ag Fdum + p (5)

FPR =a+ A1 ITP + A2 [P + A3 ITP*IP + + A4+ CR + As FSIZE+
A6 LEV + A7 Ydum+ Ag Fdum + p (6)

FPR = a+ A1 ARP + A2 IP + A3 ARP*IP + A4 CR + A5 FSIZE+
As LEV + A7 Ydum+ Ag Fdum + p (7)

FPR = o+ A1 APP + A2 IP + A3 APP*IP + A4 CR + As FSIZE+
A6 LEV + A7 Ydum+ Ag Fdum + p (8)

Statistical analysis

The study has used the Prais-Winston regression with panel
corrected standard errors (PCSE) to estimate the relationship
between WCM, IP, and FPR. We employed the PCSE technique
because the data exhibited heteroscedasticity, autocorrelation,
and cross-dependence, demanding the estimation of robust
standard errors (Greene, 2003; Hasan et al., 2022). Moreover,
the feasible generalized least squares (FGLS) technique was also
employed to obtain reliable estimates.

Variables Symbol Measurement/Definition Expected Sign
Dependent Variable

Firm Performance FPR FPR = total net profit before tax divided by total assets of a firm.

Independent Variables

Inventory Period ITP Inventory divided by cost of sales x 365 days -/+
Accounts receivable period ARP Account receivable divided by total sales x 365 days -/+
Accounts payable period APP Account payable divided by total sales x 365 days -/+
Cash Conversion Cycle Ccc ARP plus ITP minus APP -/+
Control Variables

Firms Size FSIZE The natural logarithm of total assets of a firm. +
Leverage LEV Long-term debt divided by total assets of a firm. -
Current Ratio CR Current assets divided by current liabilities of a firm. +
Moderating Variable

Investment Policy P Total current assets divided by total assets. Higher ratio indicates -/+

conservative IP, while lower ratio indicates aggressive IP.
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RESULTS AND DISCUSSION

Descriptive Analysis

In Table 2, descriptive statistics for all variables are presented.
The results show that average value of FPR is 18.6% (with an SD
of 4.6%), implying that firms’ return represents 0.186 of each
Pakistani rupee invested in the assets of the firm. Similarly, the
mean value of CCC is 75 days (with an SD of 115 days), indicating
the average time period firms take to receive cash from the day of
input payments. Similarly, the mean ARP is 55 days, implying that
firms take almost two months to collect their accounts receivable.
Furthermore, the results show that sample firms receive their
cash by converting their inventory into cash sales after 99 days.
Furthermore, firms take almost two months to repay their current
liabilities, as the mean value of APP is 55 days.

Furthermore, FSIZE is measured as the natural logarithm of the
total assets of the firm, and the results show that the average FSIZE
is 13.5. Similarly, the average value of LEV is 50%, which is
relatively high, indicating that the firms in the sample were highly
leveraged. Furthermore, the average CR is 1.45 (with an SD of

Table 2. Descriptive and normality analysis.

1.75), indicating that the sample firms in the industry have enough
monetary resources to remain solvent in the short-term period.
Moreover, the average value of IP is 53% (with an SD of 22 %),
revealing that sample firms use a conservative IP.

Correlation Analysis

To examine the degree of relationships between dependent
variable, independent and control variables, the study
estimated Pearson’s coefficient of correlation (reported in
Table 3). The results of correlation analysis in Table 3 show
that FPR is negatively correlated with ITP, ARP, and CCC at 5, 5
and 10% significance levels, respectively. The findings suggest
that firms with high profitability collects their receivables
efficiently and take less time to repay their creditors. In
contrast, the findings reveal that firms with high levels of
profits tend to convert their inventories into cash in a short
amount of time. Furthermore, the results show that FPR is
negatively correlated with IP, CR and LEV, and positively
associated with FSIZE.

Variables Mean SD Skewness Kurtosis Shapiro-Wilk Statistic
FPR 0.186 0.046 -0.423 6.179 3.484a

Ccc 74.885 155.280 3.412 18.852 14.4972

ITP 98.490 134.034 -0.768 3.511 4,578

ARP 42.583 58.585 -0.287 2.701 5.9482

APP 55.278 46.857 -1.329 4.409 6.788a

FSIZE 13.580 1.654 0.185 2.537 1.243

LEV 0.502 0.264 0.449 3.666 5.0752

CR 1.458 1.750 3.017 21.113 5.1482

P 0.549 0.217 0.554 3.157 5.312a

aindicates significance at 1 percent level. Observations (N) = 374.

Table 3. Correlation analysis.

Variables FPR ITP ARP APP CCC IP FSIZE CR LEV
FPR 1

ITP -0.1962 1

ARP -0.1582 0.143b 1

APP 0.115¢ -0.285 0.155b 1

ccc -0.097® 0.5882 0.3532 -0.142b 1

IP -0.483a -0.176b -0.114¢ 0.229v -0.214a 1

FSIZE 0.282b -0.298b -0.263a 0.135b -0.3200 -0.323b 1

CR -0.145a 0.147b 0.1952 -0.173a 0.2772 -0.2392 -0.196P 1

LEV -0.283a -0.010¢ -0.219a 0.2652 -0.235a 0.9102 0.3992 -0.278a 1

abaindicates significance at 1, 5, & 10 percent level of significance, respectively.

Results of Regression Analysis

Impact of WCM on FPR

The empirical estimations of Models 1 to 4 using PCSE and FGLS
are reported in Table 4. According to the results, CCC has a
significant and negative association with FPR at the 1% level. The
findings suggest that a relatively shorter period of funds collection
or lower CCC enhances FPR and makes it more profitable. These
results suggest a negative association between CCC and FPR. Our

273

study’s findings support those of a recent study by Chang (2022),
which conducted an empirical examination of the relationship
between WCM and FRP using panel data of 31,612 firms from 46
economies and found a negative association between CCC and
FPR. The study provides useful insight for managers to maximize
firms’ FPR by efficiently managing their CCC. Furthermore, our
findings are consistent with other existing studies (Lazaridis and
Tryfonidis, 2006; Nobanee et al., 2011; Storey, 1990).
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Table 4. Impact of working capital management on firm performance.

Prais-Winston Regression (PCSE)

Feasible Generalized Least Squares (FGLS)

Variables
1) (2) (3) (4) (1) (2) (3) (4)
Cccc -0.011a -0.014a
(0.000) (0.000)
ITP -0.078a -0.054a
(0.012) (0.01)
ARP 0.4862 0.2552
(0.024) (0.041)
APP 0.346b 0.438b
(0.171) (0.228)
FSIZE -0.040p -0.057b -0.068a -0.055b -0.026P -0.064a -0.044b -0.075b
(0.018) (0.024) (0.019) (0.020) (0.011) (0.021) (0.022) (0.043)
LEV -0.056p -0.025b -0.046b -0.034b -0.064c¢ -0.054b -0.036P -0.049b
(0.026) (0.011) (0.021) (0.015) (0.031) (0.026) (0.017) (0.022)
CR 0.244a 0.312a 0.2832 0.2802 0.344a 0.3182 0.3162 0.340a
(0.054) (0.066) (0.081) (0.046) (0.069) (0.058) (0.067) (0.076)
Intercept 1.118a 1.378a 1.025a 1.678a 1.003a 0.924a 0.8372 1.0962
(0.217) (0.184) (0.183) (0.276) (0.253) (0.256) (0.251) (0.192)
No. of Obs. 374 374 374 374 374 374 374 374
R2 0.848 0.887 0.842 0.862 n/a n/a n/a n/a
Wald-x2 721.21a 781.662 808.892 671.242 708.89a 671.242 675.692 681.102
Firms 22 22 22 22 22 22 22 22
Ydum Included Included Included Included Included Included Included Included
Fdum Included Included Included Included Included Included Included Included

b & aindicates significance at 5 & 1 percent level, respectively; Standard errors are reported in parenthesis.

Similarly, the findings of Model-2 show that ITP negatively affects
FPR, and it is statistically significant at the 1% level. This finding
suggests that FPR is constrained and could be reduced by higher
ITP. In general, higher ITP is positively associated with other
administrative costs (e.g, maintenance and rental expenses,
insurance costs, etc.,) which significantly affect FPR (Igbal et al.,
2023b). Thus, managers must avoid high ITP and always optimize
it to enhance FPR. These findings are consistent with the existing
studies, which further validate our results (Anwar, 2018; Al-
Debi’e, 2011; Smith, 1980).

However, the findings reveal a positive effect of ARP on FPR. These
findings imply that an increase in ARP may improve FPR for the
sample firms. Furthermore, an increase in ARP as a component of
WCM enhances FPR. These findings are consistent with existing
empirical studies that argue efficient utilization of ARP promotes
a firm’s profitability (Abuzayed, 2012; Amponsah-Kwatiah and
Asiamah, 2021; Haresh, 2012). However, the results do not
support the findings of earlier studies, such as Deloof (2003) and
Akey (2019), which reported a negative association of ARP on a
firm’s profitability, suggesting a tightening management of ARP
for higher profitability.

Moreover, the results show that the coefficient of APP is positive and
statistically significant at the 5% level. This finding suggests that an
increase in APP (all else being equal) increases FPR. This implies
that firms might experience higher profitability if they delay
payments. Although these findings may contradict the majority of
the literature (Deloof, 2003; Gill et al.,, 2010; Samiloglu and Akgun,
2016), they are consistent and also support a few recent studies’
findings, suggesting that companies prefer this source of financing,
such as trade credit, to reduce their cost of financing. (Amponsah-
Kwatiah and Asiamah, 2021; Knauer and Wohrmann, 2013;
Lazaridis and Tryfonidis, 2006; Osei et al., 2023).

Moreover, the coefficient of FSIZE is negative and statistically
significant, indicating that larger firms tend to have lower FPR
compared to smaller firms. These findings are consistent with
existing studies on WCM and FRM (Aldubhani et al, 2022).
However, a recent study by Amponsah-Kwatiah and Asiamah
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(2021) reported a significant positive effect of FIZE on ROA for the
20 listed firms in Ghana's manufacturing sector.

Similarly, the variable of LEV is also negative and statistically
significant, indicating that firms with higher LEV tend to
experience lower FPR, on average. This negative relationship is
mainly due to higher interest expense, financial risk, and
investors’ perception of the firm’s sustainability (Uddin et
al,,2023). The finding is consistent with existing literature (Danso
et al,2021; Hashmi et al.,, 2022b). Furthermore, CR is found to be
positively associated with FPR, suggesting that firms with higher
CR have higher liquidity and a lower risk of bankruptcy, enabling
them to operate more efficiently and maximize their profits
(Eljelly, 2004).

Impact of IP on WCM-FPR nexus

In Table 5, the results show the moderating impact of IP on the
relationship between WCM and FPR. The findings reveal a
significant negative impact of IP on CCC-FPR, ITP-FPR, and ARP-
FPR relationships, respectively. In particular, the impact of IP on
the CCC-FPR is negative and statistically significant at the 10
percent level, suggesting that a conservative IP may help firms
overcome the negative effects of long CCC and provide sufficient
liquidity to operate efficiently. Furthermore, the findings reveal
the same impact of [P on ITP-FPR nexus, suggesting that firms with
longer ITP might be in a better position by using a conservative IP
to maintain their profitability in the long run.

Similarly, the results reveal a negative and significant impact of IP
on the relationship between ARP and FPR. Although firms with
longer ARPs are prone to severe financial and liquidity crises
(Akey, 2019; Deloof, 2003), our findings support the argument
that firms may overcome these risks by adopting a conservative
IP. Thus, a conservative IP may protect firms from financial crises
in the industry. Our findings are consistent with the empirical
study by Tufail and Khan (2013) in Pakistan's textile sector. These
authors provided empirical evidence of the negative impact of
aggressive IP on FPR, suggesting a conservative IP for firms
operating in Pakistan.


https://www.scienceimpactpub.com/journals/index.php/jei

Journal of Economic Impact 5 (3) 2023. 269-278

Table 5. Impact of IP on WCM and FPR nexus.

Prais-Winston Regression (PCSE)

Feasible Generalized Least Squares (FGLS)

variables () (6) ) @ 5) (©) () ©)
Cccc -0.0102 -0.0162
(0.000) (0.000)
ITP -0.041a -0.025a
(0.009) (0.006)
ARP 0.354a 0.433a
(0.049) (0.066)
APP 0.256b 0.2722
(0.127) (0.068)
P -0.060b -0.144a -0.1362 -0.1362 -0.339a -0.193a -0.334a -0.113a
(0.028) (0.055) (0.048) (0.048) (0.092) (0.054) (0.103) (0.056)
CCC*IP -0.001¢ -0.000¢
(0.000) (0.000)
ITP* IP -0.031b -0.057a
(0.015) (0.018)
ARP* [P -0.045b -0.043a
(0.018) (0.013)
APP* IP -0.000 0.032
(0.000) (0.021)
FSIZE -0.085a -0.085a -0.085a -0.091a -0.119a -0.092a -0.125a -0.1102
(0.025) (0.025) (0.025) (0.025) (0.019) (0.019) (0.018) (0.020)
LEV -0.327a -0.309a -0.309a -0.324a -0.195a -0.220a -0.174a -0.2262
(0.036) (0.034) (0.034) (0.036) (0.053) (0.048) (0.053) (0.058)
CR 0.000 0.001a 0.001a 0.001b 0.000¢ 0.001a 0.003¢ 0.000v
(0.004) (0.003) (0.003) (0.003) (0.003) (0.003) (0.003) (0.003)
Intercept 0.924a 0.8372 0.8372 1.0032 1.3782 1.025a 1.292a 1.219a
(0.256) (0.251) (0.251) (0.253) (0.184) (0.183) (0.172) (0.197)
No. of Obs. 374 374 374 374 374 374 374 374
R2 0.793 0.864 0.864 0.794 n/a n/a n/a n/a
Wald-x2 206.62a 241.582 288.652 265.482 226.62a 286.582 294.65a 255.48a
Firms 22 22 22 22 22 22 22 22
Ydum Included Included Included Included Included Included Included Included
Fdum Included Included Included Included Included Included Included Included

ab.cindicates significance at 1, 5 & 10 percent level, respectively. Standard errors are in parenthesis.

However, the results do not provide any statistical evidence of the
moderating effects of IP on APP-FPR relationship for the sample
firms. It suggests that the practices of the firms in how they
manage their APP are not moderated or affected by their IP. Our
results support and re-validate the notion that industries with a
conservative IP have the ability to mitigate the adverse effects of
long CCC on FRP (Kaur and Singh, 2014).

Hypotheses Summary

Based on the regression results reported in Tables 4 and 5, seven
out of 8 hypotheses of our study were supported by the findings.
In particular, H1 to H7 were supported by our results; however,
H8 was not supported by the findings.

CONCLUSIONS

The objective of this study is to measure the impact of working
capital management (WCM) on firm performance (FPR) measured
by the return on assets ratio in the ‘Food and Personal Care’ industry
of Pakistan. The study specifically focuses on the moderating role of
investment policy (IP) on the WCM-FPR relationship, using balance
panel data of 22 listed firms for the period from 2006 to 2022.
Further, WCM is measured by a comprehensive measure, the cash
conversion cycle (CCC), which comprises three components: accounts
receivable period (ARP), inventory period (ITP), and accounts payable
period (APP). We have employed the most appropriate econometric
panel regression techniques to estimate the aforementioned
relationships. To the best of our knowledge, our study is the first to
examine the moderating effects of IP on the relationship between
WCM and FPR in the context of Pakistan’s industry.
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The findings of the study reveal a significant negative impact of
CCC and ITP on FPR. These findings imply that longer CCC and ITP
pose serious threats to the firm in the form of financial risk,
liquidity crisis, and lost opportunities, causing low profitability.
Moreover, longer ITP not only affects liquidity but also increases
other relevant costs. On the other hand, the coefficient of ARP is
positive and statistically significant, supporting the existing
literature that efficient utilization of ARP may increase FPR
(Abuzayed, 2012; Amponsah-Kwatiah and Asiamah, 2021).
Furthermore, results show that APP positively affects FPR,
suggesting that companies perform well by delaying their
payments, which could offset any possible adverse effects of ITP
and CCC (Amponsah-Kwatiah and Asiamah, 2021). Moreover, the
coefficients of FSIZE and LEV are negative and statistically
significant, indicating a negative impact of FSIZE and LEV on the
firm's FPR. However, the coefficient of CR is positive and
significant, suggesting a higher ratio of current assets relative to
current liabilities improves FPR due to higher liquidity and lower
risk of bankruptcy.

Furthermore, the findings regarding the moderating effects of IP
on WCM-FPR provide interesting insights. Firstly, IP significantly
and negatively moderates the relationship between CCC-FPR, ITP-
FPR and ARP- FPR, which suggests that a higher ratio of IP
(conservative IP) tends to reduce the adverse effects of longer
CCC, ITP, and ARP on FPR, providing firms with enough liquidity
and managing their operation and remain profitable. However, the
study found no empirical evidence of any moderating effects of IP
on the relationship between APP- FPR. This finding suggests that
IP does not affect or moderate the APP and its management.
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Moreover, the study provides useful insights and policy
implications to the managers and policymakers for efficient WCM.
Our findings imply that firms operating in the food and personal
care industry may improve their profitability by deferring
payments to the creditors, as long as the credibility of the firm is
not affected. Further, the firm must plan its inventory investment
and sell it quickly. Moreover, findings imply that firms may sell on
credit to customers and provide enough time to settle the accounts
receivable, as it would help build a strong customer relationship.
In addition, firms should use a conservative approach regarding IP
due to several positive effects that mitigate the adverse effects of
longer CCC for the firm. Lastly, managers must analyze all the
important components of WCM (ARP, APP, ITP) separately, as our
findings show mixed effects of all these components on FPR. Thus,
a more disaggregated approach regarding WCM would improve
the effects of managerial policies.

Furthermore, the study has some limitations. First, the findings of
our study are related to Food and Personal Care Industry of
Pakistan, and they are not generalizable to other industries.
Second, we have used one measure of firm performance (ROA),
while future studies may include other proxies to obtain
valuable insights. Third, data were not available for a few major
firms; therefore, we have used limited available data for listed
firms. Thus, future studies may conduct similar research on
other industries and consider other policy variables, such as
financing and marketing policies, to provide a comprehensive
understanding.

REFERENCES

Abuzayed, B. (2012). Working capital management and firms’
performance in emerging markets: the case of Jordan. Int. J.
Manag. Financ. 8, 155-179.

Agrawal, AK, 2013. The impact of investor protection law on
corporate policy and performance: Evidence from the blue
sky laws. ]. Financ. Econ. 107, 417-435.
https://doi.org/10.1016/j.jfineco.2012.08.019.

Akey, A., 2019. The impact of working capital management on the
profitability of manufacturing companies listed on the
Ghana stock exchange [Doctoral dissertation, University of
Ghana], UG Space, Accra, Ghana.
https://ugspace.ug.edu.gh/handle/123456789/30619.

Akoto, R K., Awunyo-Vitor, D., Angmor, P.L., 2013. Working capital
management and profitability: Evidence from Ghanaian
listed manufacturing firms. J. Econ. Int. Financ. 5, 373-379.

Al-Debi'e, M.M., 2011. Working capital management and
profitability: The case of industrial firms in Jordan. Eur. J.
Econ. Financ. Adm. Sci. 36, 75-86.

Aldubhani, M.A.Q., Wang, ]., Gong, T., Maudhah, R.A., 2022. Impact
of working capital management on profitability: evidence
from listed companies in Qatar. J. Money Bus. 2, 70-81.
https://doi.org/10.1108/jmb-08-2021-0032.

Alessandria, G., Khan, S.Y., Khederlarian, A., Mix, C., Ruhl, K.J., 2023.
The aggregate effects of global and local supply chain
disruptions: 2020-2022. ]. Int. Econ. 103788.
https://doi.org/10.1016/j.jinteco.2023.103788.

Amponsah-Kwatiah, K., Asiamah, M. 2021. Working capital
management and profitability of listed manufacturing firms
in Ghana. Int. J. Product. Perform. Manag. 70, 1751-1771.
https://doi.org/10.1108/1JPPM-02-2020-0043.

Anwar, Y., 2018. The Effect of Working Capital Management on
Profitability in Manufacturing Company Listed in Indonesia
Stock Exchange. Account. ]. Binaniaga 3, 1.
https://doi.org/10.33062/ajb.v3i1.173.

276

Arif, A, Sadiq, M., Shabbir, M.S., Yahya, G., Zamir, A., Bares Lopez,
L., 2022. The role of globalization in financial development,
trade openness and sustainable environmental -economic
growth: evidence from selected South Asian economies. J.
Sustain. Financ. Invest. 12, 1027-1044.
https://doi.org/10.1080/20430795.2020.1861865.

Arintoko, A., Badriah, L.S., Rahajuni, D., Kadarwati, N., Priyono, R,,
Hasan, M.A., 2023. Asymmetric Effects of World Energy
Prices on Inflation in Indonesia. Int. ]. Energy Econ. Policy
13, 185-193. https://doi.org/10.32479/ijeep.14731.

Banerjee, P., Deb, S.G., 2023. Capital investment, working capital
management, and firm performance: Role of managerial
ability in US logistics industry. Transp. Res. Part E Logist.
Transp. Rev. 176, 103224.
https://doi.org/10.1016/j.tre.2023.103224.

Bhatia, S., Srivastava, A., 2016. Working Capital Management and
Firm Performance in Emerging Economies: Evidence from
India. Manag. Labour Stud. 41, 71-87.
https://doi.org/10.1177/0258042X16658733.

Bhattacheryay, S, 2023. Multinational working capital management a
study on Toyota Motor Corporation. Int. J. Financ. Econ. 28,
236-256. https://doi.org/10.1002/ijfe.2418.

Chang, C.C., 2022. Cash Conversion Cycle and Corporate
Performance: Global Evidence, in: Encyclopedia of Finance,
Third Edition. Springer, pp. 2597-2626.
https://doi.org/10.1007/978-3-030-91231-4_109.

Compernolle, T., Welkenhuysen, K., Petitclerc, E., Maes, D.,
Piessens, K., 2019. The impact of policy measures on
profitability and risk in geothermal energy investments.
Energy Econ. 84, 104524.
https://doi.org/10.1016/j.enec0.2019.104524.

Danso, A, Lartey, T.A, Gyimah, D. Adu-Ameyaw, E. 2021.
Leverage and performance: do size and crisis matter?
Manag. Financ. 47, 635-655. https://doi.org/10.1108/MF-
10-2019-0522.

Deloof, M., 2003. Does working capital management affect
profitability of Belgian firms? ]. Bus. Financ. Account. 30,
573-588. https://doi.org/10.1111/1468-5957.00008.

Eicher, T.S., Kawai, R., 2023. IMF trade forecasts for crisis
countries: Bias, inefficiency, and their origins. Int. J.
Forecast. 39, 1615-1639.
https://doi.org/10.1016/j.ijforecast.2022.07.006

Eljelly, A.M.A., 2004. Liquidity - profitability tradeoff: An empirical
investigation in an emerging market. Int. ]. Commer. Manag.
14, 48-61. https://doi.org/10.1108/10569210480000179.

Ferreira, J.P., Ramos, P., Barata, E., Court, C,, Cruz, L., 2021. The
impact of COVID-19 on global value chains: Disruption in
nonessential goods production. Reg. Sci. Policy Pract. 13,
32-54. https://doi.org/10.1111/rsp3.12416.

Fornaro, L, Wolf, M., 2023. The scars of supply shocks:
Implications for monetary policy. ]. Monet. Econ.
https://doi.org/10.1016/j.jmoneco.2023.04.003.

Gill, A, Biger, N, Mathur, N.,, 2010. The relationship between
working capital management and profitability: Evidence
from the United States. Bus. Econ. J. 10, 1-9.

Greene, W. H., 2003. Econometric analysis (5th ed.). Upper Saddle
River, New Jersey: Prentice-Hall.

Haresh, B., 2012. Working capital management and profitability:
Evidence from India-An empirical study. Ganpat Univ.
Manag. Stud. J. Manag. Res. 5, 1-16.

Hasan, M.A, Abdullah, M. Hashmi, M.A, Sajid, A, 2022.
International Remittances and International Tourism
Development in South Asia: The Moderating Role of Political


https://www.scienceimpactpub.com/journals/index.php/jei
https://ugspace.ug.edu.gh/handle/123456789/30619

Journal of Economic Impact 5 (3) 2023. 269-278

Stability. J. Econ. Impact 4, 177-187.
https://doi.org/10.52223/jei4032204.

Hashmi, M.A., Abdullah, Brahmana, R.K,, Ansari, T., Hasan, M.A.,
2022b. Do effective audit committees, gender-diverse
boards, and corruption controls influence the voluntary
disclosures of Asian banks? The moderating role of
directors’ experience. Cogent Bus. Manag. 9, 2135205.
https://doi.org/10.1080/23311975.2022.2135205.

Hashmi, M.A, Igbal, M.S, 2022a. Impact of working capital
management on firm profitability and liquidity: the moderating
role of family ownership. Account. Res.]. 35, 676-697.

Hutten, E., 2014. The influence of leverage on firm performance: A
corporate governance perspective (Bachelor's thesis,
University of Twente).
https://essay.utwente.nl/65216/1/Hutten_BA_MB%20.pdf.

Ibhagui, O.W., Olokoyo, F.0., 2018. Leverage and firm
performance: New evidence on the role of firm size. North
Am. J. Econ. Financ. 45, 57-82.

[lyukhin, E., 2015. The Impact of Financial Leverage on Firm
Performance: Evidence from Russia. SSRN Electron. J. 9, 24—
36. https://doi.org/10.2139/ssrn.2589013.

Igbal, A, Hasan, M.A., Bukhari, S.F, Ramish, M.S., 2023a.
Determinants of Customer Satisfaction: The Moderating
Role of Switching Cost towards Customer Loyalty in B2B
Packaged Food Retail Setting. J. Educ. Soc. Stud. 4, 1-15.
https://doi.org/10.52223 /jess.20234101.

Igbal, A, Hasan, M.A, Ismail, F, Farooqi, R, 2023b. Exploring the
Impact of E-Procurement on Supply Chain Performance in
SMEs of Pakistan: The Moderating Role of Marketing
Communication Exploring the Impact of E-Procurement on
Supply Chain Performance in SMEs of Pakistan: The Moderating
Role of Marketing,. ]. Bus. Stud. Econ. Res. 1, 70-88.

Kabuye, F., Kato, J., Akugizibwe, 1., Bugambiro, N., 2019. Internal
control systems, working capital management and financial
performance of supermarkets. Cogent Bus. Manag. 6, 1-18.
https://doi.org/10.1080/23311975.2019.1573524.

Kaur, H. V, Singh, S., 2014. Impact of investment and financing
policies on profitability and risk. Adv. Business-Related Sci.
Res.].5,183-197.

Kayani, U.N., Gan, C,, Choudhury, T., Arslan, A., 2023. Working
capital management and firm performance: evidence from
emerging African markets. Int. J. Emerg. Mark.
https://doi.org/10.1108/1JOEM-03-2022-0490.

Khan, S.A.R, Yu, Z., Umar, M., 2022. A road map for environmental
sustainability and green economic development: an
empirical study. Environ. Sci. Pollut. Res. 29, 16082-16090.
https://doi.org/10.1007/s11356-021-16961-1.

Knauer, T., Wohrmann, A., 2013. Working capital management and
firm profitability. ]. Manag. Control 24, 77-87.

Kotlar, ], De Massis, A, Wright, M. Frattini, F., 2018.
Organizational Goals: Antecedents, Formation Processes
and Implications for Firm Behavior and Performance. Int. J.
Manag. Rev. 20, S3-518.
https://doi.org/10.1111/ijmr.12170.

Lam, T.Y., Lee, S.K, 2008. CEO duality and firm performance:
Evidence from Hong Kong. Corp. Gov. 8, 299-316.
https://doi.org/10.1108/14720700810879187.

Lazaridis, 1., Tryfonidis, D., 2006. Relationship between working
capital management and profitability of listed companies in
the Athens stock exchange. ]. Financ. Manag. Anal. 19, 26-35.

Mithas, S., Tafti, A.,, Bardhan, I, Goh, ].M., 2012. Information
technology and firm profitability:Mechanisms and empirical

277

evidence. MIS Q. Manag. Inf. Syst. 36, 205-224.
https://doi.org/10.2307/41410414.

Morshed, A, 2020. Role of working capital management in
profitability =~ considering the connection between
accounting and finance. Asian J. Account. Res. 5, 257-267.
https://doi.org/10.1108/AJAR-04-2020-0023.

Murniati, S., Mus, H.A.R., Semmaila, H.B., Nur, A.N., 2022. Effect of
Investment Decisions, Financing Decisions and Dividend
Policy on Profitability and Value of The Firm. Int. ]. Account.
Financ. Asia Pasific 2.
https://doi.org/10.32535 /ijafap.v2i1.359.

Niresh, J.A,, 2012. Working Capital Management & Financial
Performance of Manufacturing Sector in Sri Lanka. Eur. J.
Bus. Manag. 4, 1-23.

Nobanee, H., Abdullatif, M., Alhajjar, M., 2011. Cash conversion
cycle and firm'’s performance of Japanese firms. Asian Rev.
Account. 19, 147-156.
https://doi.org/10.1108/13217341111181078.

Osei, A., Osei Agyemang, A., Amoabh, ], Sulemana, 1., 2023. Empirical
study on the impact of working capital management on
going concern of manufacturing firms in Ghana. Cogent Bus.
Manag. 10, 2218177.
https://doi.org/10.1080/23311975.2023.2218177.

Padachi, K., 2006. Trends in working capital management and its
impact on firms’ performance: an analysis of Mauritian
small manufacturing firms. Int. Rev. Bus. Res. Pap. 2, 45-58.

Pawlina, G., Kort, P.M., 2005. Investment under uncertainty and
policy change. ]J. Econ. Dyn. Control 29, 1193-1209.
https://doi.org/10.1016/j.jedc.2004.07.002.

Pong, C.K.M,, Mitchell, F,, 2012. Inventory investment & control:
How have UK companies been doing? Br. Account. Rev. 44,
173-188. https://doi.org/10.1016/j.bar.2012.07.008.

Prempeh, K.B., Peprah-Amankona, G., 2019. Does working capital
management affect Profitability of Ghanaian manufacturing
firms? J. Adv. Stud. Financ. 10, 22-33.

Raheman, A, Nasr, M, 2007. Working capital management and
profitability-case of Pakistani firms. Int. Rev. Bus. Res. Pap. 3,
279-300.

Richards, V.D., Laughlin, EJ., 1980. A Cash Conversion Cycle
Approach to Liquidity Analysis. Financ. Manag. 9, 32.
https://doi.org/10.2307/3665310.

Sajid, A., Hasan, M.A,, Badar, S.N,, Igbal, A., 2023. Global Depositary
Receipts and Firm Performance: An Empirical Analysis of
Pre-Post Issuance. J. Bus. Manag. Res. 2, 968-981.

Sajid, A.,, Hashmi, M.A,, abdullah, A., Hasan, M.A,, 2021. Foreign
capital inflows and stock market development in Pakistan. J.
Asian Financ. Econ. Bus. 8, 543-552.

Sami, H., Wang, J., Zhou, H., 2011. Corporate governance and
operating performance of Chinese listed firms. J. Int.
Accounting, Audit. Tax. 20, 106-114.
https://doi.org/10.1016/j.intaccaudtax.2011.06.005.

Samilogluy, F., Akgun, A.l, 2016. The relationship between working
capital management and profitability: Evidence from
Turkey. Bus. Econ. Res. ]. 7, 1.

Sawarni, K.S., Narayanasamy, S., Chattopadhyay, S., Chakrabarti, P.,
2022. Working capital management, financial performance
and growth of firms: empirical evidence from India. ]. Indian
Bus. Res. 14, 361-381. https://doi.org/10.1108/]JIBR-12-
2020-0382.

Seth, H., Chadha, S., Sharma, S.K. Ruparel, N., 2020. Exploring
predictors of working capital management efficiency and
their influence on firm performance: an integrated DEA-


https://www.scienceimpactpub.com/journals/index.php/jei
https://essay.utwente.nl/65216/1/Hutten_BA_MB%20.pdf

Journal of Economic Impact 5 (3) 2023. 269-278

SEM approach. Benchmarking 28, 1120-1145.
https://doi.org/10.1108/BIJ-05-2020-0251.

Simon, S., Sawandi, N., Kumar, S, El-Bannany, M., 2021. Economic
downturns and working capital management practices: a
qualitative enquiry. Qual. Res. Financ. Mark. 13, 529-547.
https://doi.org/10.1108/QRFM-09-2020-0181.

Singh, H.P,, Kumar, S., 2017. Working capital management and
firm profitability: a meta-analysis. Qual. Res. Financ. Mark.
9, 34-47. https://doi.org/10.1108/QRFM-06-2016-0018.

Smith, K., 1980. Profitability versus liquidity trade off in working
capital. J. Cash Manag. 5, 64-68.

Storey, D.J., 1990. Firm Performance and Size. Econ. Small Firms A
Eur. Challenge. Dordr. Bost. Kluwer Acad. Publ. 43-52.
https://doi.org/10.1007/978-94-015-7854-7_3.

Tiwari, S.C., Sayyad, M. Azam, M.S, Sudesh, N.S, 2023.
Determinants of WCM of Indian listed firms: A GMM
regression approach. Cogent Econ. Financ. 11, 2199550.
https://doi.org/10.1080/23322039.2023.2199550.

Tufail, S., Khan, J., 2013. Impact of working capital management on
profitability of textile sector of Pakistan. Isletme
Arastirmalari Derg. 5, 32-56.

Uddin, H.F.,, Hasan, M.A,, Sajid, A., Shaikh, A.S., 2023. Stock Returns
and Risks: An Empirical Assessment Using Modified CAPM
Approach. J. Educ. Soc. Stud. 4, 600-608.
https://doi.org/10.52223 /jess.2023.4319.

Ukaegbu, B. 2014. The significance of working capital
management in determining firm profitability: Evidence
from developing economies in Africa. Res. Int. Bus. Financ.
31, 1-16. https://doi.org/10.1016/j.ribaf.2013.11.005.

Vahid, T.K,, Elham, G., khosroshahi Mohsen, A., Mohammadreza, E.,
2012. Working capital management and corporate
performance: evidence from Iranian companies. Procedia-
Social Behav. Sci. 62,1313-1318.

Van Horne, ].C., Wachowicz, ].M., 2005. Fundamentals of financial
management (12th ed.). Harlow, England: Prentice Hall.

Venkataramani, R., Kayal, P., 2023. Systematic investment plans vs
market-timed investments. Macroecon. Financ. Emerg.
Mark. Econ. 16, 157-176.
https://doi.org/10.1080/17520843.2021.1969086.

Vlismas, 0. 2023. The moderating effects of strategy on the
relation of working capital management with profitability. J.
Account. Organ. Chang. https://doi.org/10.1108/JAOC-01-
2023-0005.

Yarba, I, Gliner, Z.N., 2020. Uncertainty, macroprudential policies
and corporate leverage: Firm-level evidence. Cent. Bank
Rev. 20, 33-42.
https://doi.org/10.1016/j.cbrev.2020.03.005.

Yazdanfar, D., Ohman, P., 2014. The impact of cash conversion
cycle on firm profitability: An empirical study based on
Swedish data. Int. ]. Manag. Financ. 10, 442-452.
https://doi.org/10.1108/1JMF-12-2013-0137.

Youn, H,, Gu, Z., 2009. U.S. restaurant firm performance check: An
examination of the impact of the recent recession. J. Hosp.
Financ. Manag. 17, 35-53.
https://doi.org/10.1080/10913211.2009.10653876.

Zeidan, R., Shapir, 0.M., 2017. Cash conversion cycle and value-
enhancing operations: Theory and evidence for a free lunch.
J. Corp. Financ. 45, 203-219.
https://doi.org/10.1016/j.jcorpfin.2017.04.014.

Publisher’s note: Science Impact Publishers remain neutral with regard to jurisdictional claims in published maps and institutional

affiliations.

Open Access This article is licensed under a Creative Commons Attribution 4.0 International License, which permits use, sharing,
adaptation, distribution and reproduction in any medium or format, as long as you give appropriate credit to the original
B

author(s) and the source, provide a link to the Creative Commons license and indicate if changes were made. The images or

other third-party material in this article are included in the article’s Creative Commons license, unless indicated otherwise in a credit line to the
material. If material is not included in the article’s Creative Commons license and your intended use is not permitted by statutory regulation or
exceeds the permitted use, you will need to obtain permission directly from the copyright holder. To view a copy of this license, visit
https://creativecommons.org/licenses/by/4.0/ .

278


https://www.scienceimpactpub.com/journals/index.php/jei
https://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/

