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Abstract: This paper examines the impact of waricapital

Do not collect accounts receivable can also legutdblems

management on the Tehran Stock Exchange's financialrelated to cash flow Input for the company. a spleci

performance in the industry. to find out the relatship between
working capital management and financial cumulative
functional and regression correlation. among the ropanies
listed on the Tehran Stock Exchange, members of istly,
construction of car wash equipment in the specifidgthe are
selected. the research showed that the relationshigtween
working capital management and financial performanaa the
companies in the machinery and equipment in the guation of
automobile parts and products is not significanthet positive
relationship between working capital management
profitability there.
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Management, profitability.

[ INTRODUCTION

|n past research, as well as the overall corporal

results showed a significant positive relationshipe
management of working capital and financial perfance

of the company. Despite a significant and positivg,, . nity on the other hand, investment in current assets
relationship between management capital and filshnci

performance of the companies, this is not truevimious

and

component of working capital management,
conversion cycle is Interval between the expensestfe
purchase of raw materials. the collection is conteglesale
is. a long cash conversion cycle may increase tafuofity
because it leads to higher sales. if the costs ighen
investment in working capital, inventory or increagster
than benefits credit transactions with customersnizre
profitable firms may reduce the cash conversiodecfinds.
2. expression of

finance companies because they are direct impadhen
profitability of companies (7 Gill et al, 2010).het

management of working capital the management of the
i th

assets and current liabilities. Mismanagement
ministration of current assets is likely to inxel
significant costs. Invest too much in current assi@tancial
resources are limited Profit profitable unit whichn be

used in cases allocated to the cause will beacdbeof lost

may be much less costly. the Get the relationsbgis/een
these factors and corporate financial performatiee can

industries entire industries can be expressedratd¢hat are be financial managers to help optimize them. mauyliss

effective working capital management on
performance. one of the functions of financial ngeraent,
the management of working capital.
management in fact, the management of the assets

financial 3 e been done to each side of the world to exarhiae

: __relationship between working capital management and
working capltab

rofitability of their companies. studies have alseen

Wnducted in the samples the extraction of totaérpnise

current liabilities. The current assets includeh¢caccounts Tehran Stock Exchange has been obtained. but ttiqn

receivable and inventories are. a large inventond a

increase trade credit policy to the sale top. Ihwees
increased demand also reduces the risk of coveflagele
credit may stimulate sales is because the complowsa
access to quality pre-paid, will If an entity totelenine the
amount of credit conditions is relatively strictillvbe less
investment in accounts receivable, less loss obwaus
receivable bear no will most likely, it will be Esevenue.
the other working capital accounts is payable. Wéla
payment of accounts payable to suppliers, to altbe
company to achieve the quality of purchased predaad
can supply cheap financing and be flexible. on dliger
hand, if a company is considered a discount fommmto
payment delay off such debts can be codlly.the same
token,
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is whether all industries have the same charatiteriand
financial directors of all companies and industr&suld
follow a pattern. are relationships previous stadi@ave
found significant at the level of the industry wible
meaningful? previous studies have generally impacthe
profitability of working capital management for tlemtire
sample of companies Stock Exchange and that whiteay
be different in different industries, so this ra@aship in the
we study the relationship between level 3 and tldestry at
all companies we compare the observed we will Eéais
relationship is the same industry or not? the masearch
question is whether the relationship componentsarking
capital management and financial performance instirae
industry or any industry due to there are featuhet are
different.

. THEORIESAND LITERATURE

Dr. Hamid Saremi, Department of Accounting, Quchan Branch, |S|amiCWOrking Capita| management as "the managementrmmj

Azad University, Quchan, Iran.

Shaban Mohammadi, Hakim Nezami Institute of Higher Education,
Quchan, Iran.

Behrad Moein Nezhad, Hakim Nezami Institute of Higher Education,
Quchan, Iran.

23

assets and current liabilities and financing of @Grrent
assets "is defined. Working capital managememhoitant
in creating value for shareholders. (Gill et aD).2Standard
for the management of working capital
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research question working capital
management is an important component of management,

is the cash
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conversion cycle. Represents the time betweenetaipt of
cash payment and collection of receivables and aashto
estimate the number of days maintenance of inveastdo
deduct the debt payment period is measured. franrade
cycle used as a measure of working capital managiemet
trade cycle is essentially equal to the cycle (NTg@gh

relationship very important and between when thapamy
collects cash from customers (the collection ofcacts)
and Profitability, there are 2 very important amghgicant
positive correlation between the conversion of imeees to
sales (volume inventory turnover) and profitability a
significant positive relationship between the ceutbat

conversion is where all three components of theh casakes 3 to pay creditors do (average payment pe&nd is

conversion cycle expressed as a percentage of. salea
result, a strong negative relationship betweennigtetrade
cycle they show that one of the ways to create evdtur
shareholders decreased net trade cycle

profitability of the companies studied. For the fTdsis
sample of 1,009 large non-financial companies ilgibe
during 1992 Using correlation and regression tgshier a
negative relation between operating profit and gro
collection period accounts receivable, accountsabpley

managers can reduce accounts receivable colleptood
and duration of use firms to increase their holdisgmple
of 131 companies in the Athens Stock Exchange lier t
period (2001 to 2004) adopted and found a stadibfic
significant relationship between the profit achigvey the
gross operating profit and cash conversion cycld és
components (accounts receivable, accounts payainld,
inventories) there. based on the analysis of thalteof the
annual data using correlation and regression aisalisey
concluded that administrators can manage
conversion cycle and maintenance Each conversiole &t
the optimal level for companies to make a prdiahman
and Nasr (2007) to study the effects of differesntiables on
working capital management, which includes the agyer
period collection, inventory turnover, average pepn
period, the cash conversion cycle and the currati,rthe
net Pakistani companies began operating profitgbiheir
sample of 94 Pakistani company registered in Skarachi
securities for a period of six years from 1999 @942 was
chosen to be a negative
management of working capital and profitability eer
achieved. they found that when the cycle turns cdash
increased, leading to reduced profitability and pany
managers can have a positive value for Shareholdgrs
reducing the cash conversion cycle to the lowestlle

possible.and fallopian Ajylr (2009) sample of 50 non-

financial companies in Nigeria for the period 1996t. In
their study on a panel data regression, cumulativech is
a combination of time series observations aggregais
used. significant negative relationship betweenrafpeg
profit and average collection period, inventoryntwer in
days, the average payment period and cash conmeargide
for a sample of 50 companies listed on the NigeBéock
Exchange Nigerian found. in addition, significahtinges in
working capital management effects found betweenllsm
and large companies. impact on the components dfimg
capital management using a sample of 30 firms oh e
the companies listed on the Nairobi Stock Exchaogehe
period 1993 to 2008 tests (NSE) contract. he peassw
spearman correlation, aggregation least squaragssgn
and fixed effects regression model the data usedtHe
analysis. the key results of this study were: (&pative
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company.
relationship between working capital management an

S

the ca

profitable. due to the above hypothesis can beedtais
follows:

1. THE MAIN HYPOTHESES

_dL. The management of working capital has a pasitiv
impact on the financial performance of companies in
different industries. 2. The management of workiagital

has a positive impact on financial performantahe
entire company. Secondary hypotheses for the entire

.company and in the industry as follows:

relationship between the financial performancehef debt.

3. there is an inverse relationship between thanfiral
cycle inventories. 4. Between the cash conversymhecand
corporate financial performance, there is an imwers
relationship. It is noteworthy that these assunmstiat the
corporate level and industry level 3 to be testguhsately.

4. Methods performance measures with respect to
accounting and financial concepts divided into two
c%tegories. in accounting standards, corporateopeance

8! assessed according to the criteria of accountiata
economic performance of the company profits and
investment power with respect to the potential atsd the
rate rate of return and capital costs are assessethis
study, the dependent variable is the company'sndiah
performance calculated as follows:

sales —cost of goods sold

profit = = —
Total assets —financial assets

relationship between thgya| assets financial assets

Gross profit divided by the non-financial assetdaft assets
minus financial assets) Independent variables mpeessed
as follows:

The collection of receivables (AR): average accsunt
receivable divided by sales over the period, miigtip by
term debt (AP): average accounts payable dividedosy of
goods sold during the period multiplied by 365 eycl
inventory (INV): average inventory divided by ca$tgoods
sold during the period 365 times cash conversiodlecy
(CCQ): the total collection period and inventoryniover
period to deduct payment of debts the control e of
the study were as follows: : log sale: size comoiable is
the logarithm of sales : FD: how to finance the pany's
impact on its financial performance, we leveragaaides
are added to the model Is the sum of short-termlang-
term loans divided by total assets FFA: finandiedd assets
divided by total assets: SGR is the company's ggi@sth
is sales minus sales last year, divided by: salsisylear to
find the relationship between working capital masragnt
and financial performance variables, the coefficieearson
correlation and multiple regression with panel datased.
the regression equations in the following form hyyeses to

Published By:
Blue Eyes Intelligence Engineering\g\
& Sciences Publication Pvt. Ltd.



International Journal of Management and Humanities (IJMH)

be estimated. to find the relationship between gk
capital management and financial performance vimsalthe
coefficient Pearson correlation and multiple regi@s with
panel data is used. the regression equations ifollesving
form hypotheses to be estimated.

ROA=ap+a; AR +azlog 5 +as FD + a3 FF4 +as; SGR
ROA=@ap+a; AP +azlog § +as FD + a; FF4 +as SGR
ROA=ap+a; INV + azlog § + a3 FD + ay FF4 +a; SGR
ROA= o5 +a; CCC+ a;log § +az: FD + a3y FF4 +a; SGR

V. THE POPULATION AND SAMPLE

The population of Tehran Stock Exchange, which alle
firms in the industry are companies that member

I SSN: 2394-0913, Volume-2 I ssue-6, November 2016

"machinery and equipment" and "pharma”, "automobile
parts manufacturing” are selected Them. To increhse
sample size, our study period is from 80 to 89 yeand a
year observations Company reviewed the cumulatat d
used are a combination of series data time- Aressero
sectional and panel data to say.

V. DATA ANALYSIS

Descriptive statistics of the variables used, agdioms
need to be reviewed. Table 6-1 summarizes the igéser
statistics of the variables listed. Table 2-6 Clatien matrix
between variables research also shown.

3

Descriptive statistics - Table 1-6

Explanatory variable | Symbol At least The maximum Average Standard deviation
profitability ROA 0.02 0.78 0.35 0.18
cash conversion cycle CCC 15.28 314.47 103/4 55.45
Demands Collection | »g 11.34 223.06 66.67 27.32
Period
Payment of debt AP 13.17 244.8 48.57 40.38
Inventory turnover INV 17.23 304.4 83.77 49.35
Company Size LOG S 4.035 8.879 6.224 0.704
debt ratio FD 0.014 0.862 0.34 0.28
Of financial assets FFA 0.00 0.74 0.055 0.04
Company growth SGR 1.65 7.01 1.518 0.661

as seen in Table 2-6 Coefficient of solidarity agndhe
most significant variables. the observed corretabetween
the growth of the company with the company. becahee
test should be considered in the various industfesach

model are listed for each industry once the regrass
estimates do. to examine the assumptions of ragretests
listed in part 4 of the industry is that it resutisTables 3 to
6 are listed.

Table 2.6 Correlation Matrix

variable | PROFIT CcC AR AP INV FD FFA SGR LOG
PROFIT 1

CcC 0.116 1

AR 0.093 0.077 1

AP -0.225 0.262 -0.130 1

INV 0.084 -0.035 -0.145 0.093 1

FD -0.03 0.071 -0.088 -0.03 0.197 1

FFA 0.121 0.552 0.124 -0.007 -0.038 -0.189 1

SGR 0.160 -0.278 -0.085 -0.140 0.320 0.098 -0.045 1
LOG S -0.018 -0.615 -0.331 0.300 0.061L -0.410 7y 1

Despite significant regression equations accordimgF-

statistics can be mentioned. but the results dfsstaT It

shows a significant level of profitability of thadustry and
there is no significant relationship between theependent
variables listed. in Table 4-6 the results of regiens
estimated in the automotive industry and the maniufa of
parts of speech is. the results are identical ¢optfinciples

expressed in this research is the relationship detw
profitability and Independent variables there. fe§ression
results show that the drug industry is a significan
relationship between profitability and the indepemd
variables. the estimation results of Table 6-6 siduhas
been inconsistent.

Table 3-6 Estimated results of regressionsto test hypotheses 1to 4 (industrial machinery)

MODEL 1 1 2 2 3 3 4 4
Explanatory | Statistics| . .. Statistics| . ... Statistics| . ... Statistics| . ...
variable T Significant T Significant T Significant T Significant
_(?ONSTAN -0.796 0.384 -1.759 0.099 -1.778 0.097 -2.325 0.028
FFA 1.114 0.345 3.914 0.000 1.188 0.242 1.452 .0185
FD -4.148 0.000 -4.232 0.000 -3.874 0.000 -4.000 000.
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LOG S 2.784 0.005 3.714 0.000 3.566 0.000 4.489 00.0
SGR -1.685 0.077 -1.810 0.076 -1.731L 0.068 -1.743 .08
AR -2.480 0.010
AP -1.320 0.334
INV -0.390 0.872
CCC -0.651 0.563
Watson 2.082 2.085 2.055 2.048 2.044 2.049 2.046 0462.
Statistics f 11.878 0.000 10.683 0.000 12.305 0.000 11.470 0.000
Adjusted R2|  %24.4 %24.4 %24.1 %24.1 %235 %23.6 8628  %23.6

According to the results of the research can beloded and in some industries there is a positive relatign
that all companies in the area of asset managemment between profitability and working capital manageinso in

turnover and profitability, there is a significapbsitive

correlation  with hypothesis verificati

the original

completed, but in different industries have diffareesults

Table 4-6 estimated results of regressionsto test hypotheses 1 to 4 (Automotive I ndustry)

the industry as a whole, this relationship doeswmtk and
hypotheses we do not approve second.

MODEL 1 1 2 2 3 3 4 4
Explanatory | Statistics| . .. Statistics L Statistics | . ... Statistics | . ...
variable T Significant T Significant 1 Significant 1 Significant
CONSTANT 5.954 0.000 5.742 0.000 6.132 0.000 6.196 0.000
FFA 4,775 0.000 4.870 0.000 4.891 0.000 4913 0.00p
FD -3.786 0.000 -4.111 0.000 -4.758 0.000 -4.618  000.
LOG S -2.231 0.027 -1.922 0.048 -2.360 0.019 -2.489 0.016
SGR 0.118 0.906 0.137 0.891 0.194 0.847 0.185 0.854
AR -3.871 0.000
AP -3.441 0.001
INV -4.130 0.000
CcCC -4.238 0.000
Watson 1.894 1.894 1.929 1.929 1.929 1.924 1.921  9211.
Statistics F 13.913 0.000 13.129 0.000 14.433 0.000 14.658 0.000
Adjusted R2 %23.9 %23.9 %22.7 %22.7 %246 %24.6 9024 %24.9

Table 5-6 Estimated results of regressionsto test hypotheses 1 to 4 (Phar maceutical industry)
MODEL 1 1 2 2 3 3 4 4
Explanatory | Statistics| Significant | Statistics | Significant | Statistics| Significant | Statistics| Significant
variable T T T T
CONSTANT | -0.692 0.555 -0.310 0.767 0.847 0.408 8.32 | 0.755
FFA 5.554 0.000 4.770 0.000 3.847 0.000 4.985 0.000
FD -4.554 0.000 -4.682 0.000 -4.315 0.000 -4.244 000.
LOG S 3.074 0.003 2.641 0.000 1.768 0.079 2.266 290.0
SGR 2.981 0.000 1.478 0.146 2.832 0.005 2.656 0.009
AR -2.014 0.003
Ap -2.456 0.020
INV -2.759 0.006
CcCcC -2.540 0.012
Watson 2.245 2.245 2.271 2.181 2.079 2.079 2.200 2.200
Statistics F 21.867 0.000 2.886 20.786 21.418 Bl.41 | 21.047 0.000
Adjusted R2 | %36.1 %36.1 %34.8 %34.8 %35.6 %35.6 35| %35.1
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Table 6-6 Estimated results of regressionsto test hypotheses 1 to 4 (Of all companies)

MODEL 1 1 2 2 3 3 4 4
Explanatory | Statistics| Significant | Statistics | Significant | Statistics| Significant| Statistics| Significant
variable T T T T
CONSTAN | 3.835 0.000 3.209 0.001 3.877 0.000 3.851 .00@
FFA 7.313 0.000 6.748 0.000 6.549 0.000 6.877 0.000
FD 9.906 0.000 -9.933 0.000 -10.064  0.000 10289 0.0
LOG S 0.773 0.440 1.206 0.228 0.630 0.529 0.779 4104
SGR 7.066 0.000 7.507 0.000 7.425 0.000 7.123 0.000
AR -5.157 0.000
Ap -2.099 0.036
INV -2.836 0.005
CcCcC -3.937 0.000
Watson 1.965 1.965 1.959 1.959 1.956 1.956 1.956 9561.
Statistics F 59.089 59.089 52.965 0.000 53.969 8.9 | 56.027 0.000
Adjusted R2 | %29.7 %29.7 %27.4 %27.4 %27.8 %27.8 .8028| %28.6
VI. CONCLUSION
According to the results obtained in the previogstisn can United States”. Business and Economics Journalyiel2010: BEJ-
be concluded that the overall level of corporatangfes 10.

X . . X . Lazaridis, |, Tryfonidis, D. (2006). “Relationshipetween working
directly affect the profitability of working capita capital management and profitability of companieget in the
management. but not at the level of each indudhe t Athens Stock Exchange”. Journal of Financial Mamnaget and

; ; ; Analysis, Vol. 19,No. 1, pp. 26-35.
obtained results generahze. Overall, the resulsthis 9. Mathuva, D. (2009). “The influence of working capitnanagement

_researCh can be Con_CIUded: 1. working capita_LI ”mmt components on corporate profitability :a survey Kenyan listed
is one of the essential elements for companiesiccease firms”. Research Journal of Business Managemerit,3/@p. 1-11.

profitability the company will face. 2. similar the results 10- Raheman, A, Nasr, M. (2007). "Working capital maemgnt and
profitability — case of Pakistani firms” .Internatial Review of

pbtained _in previous _studies it can be _concludeﬁ the Business Research Papers, Vol. 3, pp. 279-300.
increase in the collection, the debt-cycle inveptand cash 11. shin, H, Soenen, L. (1998). “Efficiency of workingapital
conversion cycle by reducing the profitability ohet management and profitability”. Financial Practiced aEducation,

industry's most Tehran Stock Exchange will. 3. typéhe Vol. 8, pp. 37-45.

industry and helps companies manage working cafbit!
results in various industries the theory is exprdss
differently. so it can be stated that every indubtrs its own
working capital management considering the volunfie o
transactions in the wholesale or retail industryd an
management of the exchange impact on profitabilitybe
different and in some circumstances may have nadanpn
profitability.
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