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Abstract

Managing a firm’s current assets and liabilities (working capital management) is

highly relevant to the success of that firm. While the short-term liquidity effects of

working capital management are straightforward to derive, it is an empirical

question how it affects firm profitability. This short survey paper consolidates the

empirical literature on the association between working capital management and

firm profitability. This state of the art analysis provides evidence of positive effects

of accounts receivable management and inventory management on profitability.

However, results for the effects of accounts payable management on profitability

are driven by reverse causality. Finally, this paper highlights critical aspects of

prior research and points to avenues for future research.

 This is a preview of subscription content, log in via an institution  to check access.

Log in

Menu Search Cart

Home  Journal of Management Control  Article

Working capital management and firm
profitability
Short survey paper Published: 09 May 2013

Volume 24, pages 77–87, (2013) Cite this article

Aims and scope

Submit manuscript

Journal of Management Control

https://link.springer.com/article/10.1007/s00187-013-0173-3/metrics
https://wayf.springernature.com/?redirect_uri=https%3A%2F%2Flink.springer.com%2Farticle%2F10.1007%2Fs00187-013-0173-3
https://link.springer.com/
https://idp.springer.com/auth/personal/springernature?redirect_uri=https://link.springer.com/article/10.1007/s00187-013-0173-3
https://order.springer.com/public/cart
https://link.springer.com/
https://link.springer.com/journal/187
https://link.springer.com/journal/187/aims-and-scope
https://www.editorialmanager.com/jmac/
https://link.springer.com/journal/187


Access this article

Price includes VAT (Poland) 

Instant access to the full article PDF.

Rent this article via DeepDyve 

Institutional subscriptions 

Notes

1. Lazaridis and Tryfonidis (2006) use the term gross operating profit (GOP)

instead of GOI. Since the definition of GOP is equivalent to the GOI measure,

we use only one term.

2. Since most studies report a negative relationship between CCC and

profitability while the isolated effect of DPO on profitability is less clear, using

gross instead of net working capital in empirical studies is unlikely to affect

the inferences for working capital management and profitability.
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