
Abstract
The main aim of this article is to examine the e�ect of working capital on pro�tability of Indian �rms.

We collected data about a sample of 263 non-�nancial BSE 500 �rms listed at the Bombay Stock (BSE)

from 2000 to 2008 and evaluated the data using OLS multiple regression. The �ndings of our study

signi�cantly depart from the various international studies conducted in di�erent markets. The results

reveal that working capital management and pro�tability is positively correlated in Indian companies.

The study further reveals that inventory of number of days and number of days accounts payable are

negatively correlated with a �rm’s pro�tability, whereas number of days accounts receivables and cash

conversion period exhibit a positive relationship with corporate pro�tability. The present study

contributes to the existing literature by examining the e�ect of working capital management on

pro�tability in the context of an emerging capital market such as India.


Get full access to this article

View all access and purchase options for this article.

GET ACCESS 

References
Afza, T., & Nazir, M.S. (2007). Working capital management policies of �rms: Empirical evidence from
Pakistan . In the Proceedings of 9th South Asian Management Forum (SAMF), 24–25 February, North
South University, Dhaka, Bangladesh.

Google Scholar

Impact Factor: 2.4
5-Year Impact Factor: 2.3

Global Business Review

 Contents  Get access  More

We value your privacy
We and our  store and/or access information on a device, such as cookies and process personal data, such as
unique identifiers and standard information sent by a device for personalised advertising and content, advertising and content
measurement, audience research and services development. With your permission we and our partners may use precise
geolocation data and identification through device scanning. You may click to consent to our and our 1438 partners’
processing as described above. Alternatively you may click to refuse to consent or access more detailed information and
change your preferences before consenting. Please note that some processing of your personal data may not require your
consent, but you have a right to object to such processing. Your preferences will apply to this website only. You can change
your preferences or withdraw your consent at any time by returning to this site and clicking the "Privacy" button at the bottom
of the webpage.

partners

MORE OPTIONS

DECLINE ALL

ACCEPT ALL

https://scholar.google.com/scholar_lookup?title=Working+capital+management+policies+of+firms%3A+Empirical+evidence+from+Pakistan
https://journals.sagepub.com/metrics/gbr
https://journals.sagepub.com/home/GBR
https://journals.sagepub.com/


Deloof, M. (2003). Does working capital management a�ect pro�tability of Belgian �rms? Journal of
Business Finance & Accounting, 30(3&4), 573–587 .

Google Scholar

Eljelly, A. (2004). Liquidity-Pro�tability tradeo�: An empirical investigation in an emerging market .
International Journal of Commerce & Management, 14(2), 48–61 .

Google Scholar

Garcia-Teruel, J.P., & Martinez-Solano, P. (2007). E�ects of working capital management on SME
pro�tability . International Journal of Managerial Finance, 3(2), 164–177 .

Google Scholar

Gujarati, D.N., & Sangeetha (2008). Basic Econometrics, 4th edition (Special Indian edition). New Delhi:
Tata McGraw-Hill .

Google Scholar

Horne Van, J.C., & Wachowicz Jr., J.M. (2000). Fundamentals of Financial Management (11th edn),
Prentice Hall .

Google Scholar

Jose, M.L., Lancaster, C., & Stevens, J.L. (1996). Corporate return and cash conversion cycle . Journal of
Economics and Finance, 20(1), 33–46 .

Google Scholar

Lazaridis, I., & Tryfonidis, D. (2006). Relationship between working capital management and pro�tability
of listed companies in the Athens Stock Exchange . Journal of Financial Management and Analysis, 19(l),
26–35 .

Google Scholar

Luo, M.M., Lee, J.J., & Hwang, Y. (2009). Cash conversion cycle, �rm performance and stock value.
Retrieved from www90.homepage.villanova.edu/michael…/ML_CCC_20090420.pdf (accessed on 17
August 2009).

Google Scholar

Lyroudi, K., & Lazaridis, Y. (2000). The cash conversion cycle and liquidity analysis of the food industry
in Greece. [Electronic Version] EFMA, Athens . Retrieved from http://ssrn.com/paper=236175 (accessed
on 12 August 2009).

Google Scholar

https://scholar.google.com/scholar_lookup?title=Does+working+capital+management+affect+profitability+of+Belgian+firms%3F&publication_year=2003&journal=Journal+of+Business+Finance+%26+Accounting&pages=573-587
https://scholar.google.com/scholar_lookup?title=Liquidity-Profitability+tradeoff%3A+An+empirical+investigation+in+an+emerging+market&publication_year=2004&journal=International+Journal+of+Commerce+%26+Management&pages=48-61
https://scholar.google.com/scholar_lookup?title=Effects+of+working+capital+management+on+SME+profitability&publication_year=2007&journal=International+Journal+of+Managerial+Finance&pages=164-177
https://scholar.google.com/scholar_lookup?title=Basic+Econometrics&publication_year=2008
https://scholar.google.com/scholar_lookup?title=Fundamentals+of+Financial+Management&publication_year=2000
https://scholar.google.com/scholar_lookup?title=Corporate+return+and+cash+conversion+cycle&publication_year=1996&journal=Journal+of+Economics+and+Finance&pages=33-46
https://scholar.google.com/scholar_lookup?title=Relationship+between+working+capital+management+and+profitability+of+listed+companies+in+the+Athens+Stock+Exchange&publication_year=2006&journal=Journal+of+Financial+Management+and+Analysis&pages=26-35
https://scholar.google.com/scholar_lookup?title=Cash+conversion+cycle%2C+firm+performance+and+stock+value&publication_year=2009
http://ssrn.com/paper=236175
https://scholar.google.com/scholar_lookup?title=The+cash+conversion+cycle+and+liquidity+analysis+of+the+food+industry+in+Greece&publication_year=2000


Google Scholar

Makridakis, S., & Wheelwright, S. C. (1978). Interactive forecasting univariate and multivariate methods.
California: Holden-Day Inc .

Google Scholar

Nazir, M.S., & Afza, T. (2009). Working capital requirements and the determining factors in Pakistan .
ICFAI Journal of Applied Finance, 15(4), 28–38 .

Google Scholar

Ng, C.K., Smith, J.K., & Smith, R.L. (1999). Evidence on the determinants of credit terms used in inter�rm
trade . Journal of Finance, 54(3), 1109–1129 .

Google Scholar

Padachi, K. (2006). Trends in working capital management and its impact on �rms’ performance: An
analysis of Mauritian small manufacturing �rms . International Review of Business Research Papers, 2(2),
45–58 .

Google Scholar

Raheman, A., & Nasr, M. (2007). Working capital management and pro�tability-case of Pakistani �rms .
International Review of Business Research Papers, 3(1), 279–300 .

Google Scholar

Samiloglu, F., & Demirgunes, K. (2008). The e�ect of working capital management on �rm pro�tability:
Evidence from Turkey . The International Journal of Applied Economics and Finance, 2(1), 44–50 .

Google Scholar

Shin, H.H., & Soenen, L. (1998). E�ciency of working capital management and corporate pro�tability .
Financial Practice and Education, 8(2), 37–45 .

Google Scholar

Soenen, L.A. (1993). Cash conversion cycle & corporate pro�tability . Journal of Cash Management, 13(4),
53–58 .

Google Scholar

Talat, A., & Sajid, N. (2008). A panel data analysis of working capital management policies . Proceedings
of COMSATS International Conference on Management (CICM) 2008, 2–3 January. Organized by COMSATS
Institute of Information Technology, pp. 115–123.

Google Scholar

https://scholar.google.com/scholar_lookup?title=The+cash+conversion+cycle+and+liquidity+analysis+of+the+food+industry+in+Greece&publication_year=2000
https://scholar.google.com/scholar_lookup?title=Interactive+forecasting+univariate+and+multivariate+methods&publication_year=1978
https://scholar.google.com/scholar_lookup?title=Working+capital+requirements+and+the+determining+factors+in+Pakistan&publication_year=2009&journal=ICFAI+Journal+of+Applied+Finance&pages=28-38
https://scholar.google.com/scholar_lookup?title=Evidence+on+the+determinants+of+credit+terms+used+in+interfirm+trade&publication_year=1999&journal=Journal+of+Finance&pages=1109-1129
https://scholar.google.com/scholar_lookup?title=Trends+in+working+capital+management+and+its+impact+on+firms%E2%80%99+performance%3A+An+analysis+of+Mauritian+small+manufacturing+firms&publication_year=2006&journal=International+Review+of+Business+Research+Papers&pages=45-58
https://scholar.google.com/scholar_lookup?title=Working+capital+management+and+profitability-case+of+Pakistani+firms&publication_year=2007&journal=International+Review+of+Business+Research+Papers&pages=279-300
https://scholar.google.com/scholar_lookup?title=The+effect+of+working+capital+management+on+firm+profitability%3A+Evidence+from+Turkey&publication_year=2008&journal=The+International+Journal+of+Applied+Economics+and+Finance&pages=44-50
https://scholar.google.com/scholar_lookup?title=Efficiency+of+working+capital+management+and+corporate+profitability&publication_year=1998&journal=Financial+Practice+and+Education&pages=37-45
https://scholar.google.com/scholar_lookup?title=Cash+conversion+cycle+%26+corporate+profitability&publication_year=1993&journal=Journal+of+Cash+Management&pages=53-58
https://scholar.google.com/scholar_lookup?title=A+panel+data+analysis+of+working+capital+management+policies&publication_year=2008&journal=Proceedings+of+COMSATS+International+Conference+on+Management+%28CICM%29&pages=2-3


Google Scholar

Uyar, A. (2009). The relationship of cash conversion cycle with �rm size and pro�tability: An empirical
investigation in Turkey . International Research Journal of Finance and Economics, 24, 186–193 .

Google Scholar

Wang, Y.J. (2002). Liquidity management, operating performance, and corporate value: Evidence from
Japan and Taiwan . Journal of Multinational Financial Management, 12(2), 159–69 .

Google Scholar

Wilner, B.S. (2000). The exploitation of relationships in �nancial distress: The case of trade credit .
Journal of Finance, 55(1), 153–178 .

Google Scholar

Zariyawati, M.A, Annuar, M.N., & Abdul Rahim A.S. (2009). E�ect of working capital management on
pro�tability of �rms in Malaysia . Paper presented in International Symposium on Finance and
Accounting (ISFA), 6–8 July, Malaysia. Retrieved from list.academic-
journal.org/submissions/isfa2009_submission_13.doc (accessed on 15 August 2009).

Google Scholar

Related content

Similar articles:

E�ect of Working Capital on Pro�tability of Selected Quoted Firms in Nigeria

Show details 

Working Capital Management, Macroeconomic Impacts, and Firm Pro�tability: Evidence from Indian
SMEs

Show details 

Working Capital Management and Firm Performance in Emerging Economies: Evidence from India

Show details 



Restricted access

Free access

Restricted access

https://scholar.google.com/scholar_lookup?title=A+panel+data+analysis+of+working+capital+management+policies&publication_year=2008&journal=Proceedings+of+COMSATS+International+Conference+on+Management+%28CICM%29&pages=2-3
https://scholar.google.com/scholar_lookup?title=The+relationship+of+cash+conversion+cycle+with+firm+size+and+profitability%3A+An+empirical+investigation+in+Turkey&publication_year=2009&journal=International+Research+Journal+of+Finance+and+Economics&pages=186-193
https://scholar.google.com/scholar_lookup?title=Liquidity+management%2C+operating+performance%2C+and+corporate+value%3A+Evidence+from+Japan+and+Taiwan&publication_year=2002&journal=Journal+of+Multinational+Financial+Management&pages=159-69
https://scholar.google.com/scholar_lookup?title=The+exploitation+of+relationships+in+financial+distress%3A+The+case+of+trade+credit&publication_year=2000&journal=Journal+of+Finance&pages=153-178
https://scholar.google.com/scholar_lookup?title=Effect+of+working+capital+management+on+profitability+of+firms+in+Malaysia
https://journals.sagepub.com/doi/10.1177/097215091201300301?icid=int.sj-abstract.similar-articles.1
https://journals.sagepub.com/doi/10.1177/2278533720923513?icid=int.sj-abstract.similar-articles.2
https://journals.sagepub.com/doi/10.1177/0258042X16658733?icid=int.sj-abstract.similar-articles.3


View more

Sage recommends:

Role of Boards

Show details 

Beyond Exports: Creating Indian Global Brandsâ�Reality and Possibilities

Show details 

Towards the Next Orbit: Wisdom for HR Professionals

Show details 

View more

You currently have no access to this content. Visit the access options page to authenticate.

Download PDF

SAGE Knowledge
Whole book

SAGE Knowledge
Book chapter

SAGE Knowledge
Book chapter

Also from Sage

CQ Library

Elevating debate

Sage Data

Uncovering insight

http://dx.doi.org/10.4135/9789354793004
http://dx.doi.org/10.4135/9781446270271.n10
http://dx.doi.org/10.4135/9788132106760.n24
https://journals.sagepub.com/action/showLogin?uri=/doi/10.1177/097215091001200110
https://journals.sagepub.com/doi/pdf/10.1177/097215091001200110?download=true
https://library.cqpress.com/index.php?utm_source=cross-product-footer&utm_medium=cross-product
https://www.data-planet.com/?utm_source=cross-product-footer&utm_medium=cross-product
https://sk.sagepub.com/cases?utm_source=cross-product-footer&utm_medium=cross-product
https://classroom.sagepub.com/?utm_source=cross-product-footer&utm_medium=cross-product


We value your privacy We and our partners store and/or access information on a device, such as cookies and
process personal data, such as unique identi�ers and standard information sent by a device for personalised
advertising and content, advertising and content measurement, audience research and services
development. With your permission we and our partners may use precise geolocation data and identi�cation
through device scanning. You may click to consent to our and our 1438 partners’ processing as described
above. Alternatively you may click to refuse to consent or access more detailed information and change your
preferences before consenting. Please note that some processing of your personal data may not require your
consent, but you have a right to object to such processing. Your preferences will apply to this website only.
You can change your preferences or withdraw your consent at any time by returning to this site and clicking
the "Privacy" button at the bottom of the webpage.

Sage Business Cases

Shaping futures

Sage Campus

Unleashing potential

Sage Knowledge

Multimedia learning resources

Sage Research Methods

Supercharging research

Sage Video

Streaming knowledge

Technology from Sage

Library digital services

https://sk.sagepub.com/cases?utm_source=cross-product-footer&utm_medium=cross-product
https://classroom.sagepub.com/?utm_source=cross-product-footer&utm_medium=cross-product
https://sk.sagepub.com/?utm_source=cross-product-footer&utm_medium=cross-product
https://methods.sagepub.com/?utm_source=cross-product-footer&utm_medium=cross-product
https://sk.sagepub.com/video?utm_source=cross-product-footer&utm_medium=cross-product
https://www.technologyfromsage.com/?utm_source=cross-product-footer&utm_medium=cross-product

