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Abstract

This study aims to test the influence of efficient working capital on
financial performance in companies listed on the Egyptian Exchange.
Considering of sample of 143 listed companies over a reference period of 5
years (2014-2018). Therefore, the total sample size is 715 observations. The
study examines the effect of working capital management (Cash conversion
cycle, inventory holding period, receivable period and payable period)on
financial performance measured by return on assets (ROA) and economic
value added (EVA).

Finding, based on panel data regression along with fixed and random
effects estimation, have presented a significant negative effect of working
capital management on financial performance (measured by ROA as well as
(EVA).

The outcome of the current research will assist managers to
understand the importance of maintaining balance between liquidity and
profitability while conducting a firm day to day operation.
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Tryfonidis & Lazaridis (2006)
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) ALY 1 e IS8 Aa )l il Ul Rassaall () oSa 8 agiliire aalls
s Osesall 3 (A Jlge¥) Jrag Layy Jaanill 358 Jlag aedll oysd Jase palésisl of
Deloof (2003); Raheman & syl (jaiasiy Al (i dll 4815 aiipy Ul ¢ lainl
.Nase (2007)
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dm il A8l g Nl g ally il yom il Adaipall oIS (ogine gl Adde (g (gl
83y (Ao Jeall g8 ULy Al (o b JS5 55 (AN LS e Loy s AL
Deloof (2003), .4yl (ssie 33k ) (0% 40 Lalaia¥ 558 Q& (958l ())sa Jane
Tryfonidis & Lazaridis (2006), Grill, it al., (2010)
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) eyl o Ual) 1ag] ALl 35800 Aalal) Lagdall 101 ALl ciladal) Jlae b s
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Jame (1 S e Jlall JLal (udy 5030 508 Gulil clld gennwiall lasiy) dlolas Lialdl Caariiiad
tosbll = 3sa oLy Alblae L Loy cdiliadl) Aalai@V) dedlly Joua) o il
vii=at P xl+B2x2i+P3x3icte oo (1)
FAEY) Y aleall Lie gt (V) ady Aabeal) e ol
Model 1: ROA; = a+ B; CCCy + B, FLy + B3 SGy + B4 LSy + Ps DPy + Pe
SPit+ B7 IPi+ €...(2)
Model 2: EVA; = a+ B; CCCy + B, FLit + B3 SGy + B4 LSi+ Bs DPy + Bs
SPy+ B7 IPy+ &...(3)
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oAl 358 s gie IP

sl Jaillss  CCC
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= ))) O el Jelae g gl GBS (4148 = 0L YY) G Candl kil el il
s 518 pe L) gl Lad U5 WS apysil 3 ABlaie i) o) adll @l Jsig (+.YTY
oaiy Sum [0 e Sl Aygina (s saie T (e JBI s (0.9 = YLOT ) (o gl
il Wgg o0 (o €0 dyginadl a8 Larie ABlaie (588 byl o) LEad adall b
s gy ot hriall 038 () S5 Lo sag (YAY. s = +.00)) G sl g

dapall il k) a5 5 LER) (V) a8y Jgaa

iy ginall SIS paga &)y bl Slaaliall sae PraAll
CATY RAD LAY ALY Yie FL
CYAY Y.or. LYY LYY vie Sg
A LAY A DAY Vie Ls
AR YA DR + 44 Yie DP
Ve o ¥V, oy CAAY vie Sp
Y o oV, DR «AVA Vie 1P
« a0t a¥o. CYTY Cay vie cce
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bl N Jalea ladl) (Y
Laal) e Gm BLEN) Jalas (¥) ol Jsan

ROA EVA WVariables
0.069** 02]19%* FL
0.135%* 0. 105%* Sg
0.287** 0222 %% Ls
0.395%* 32T ** DP
.24 %% 0,402 ** sSP
0,579 %* 0,352 %%* IP

-0.319%# -0.212%# CCC
*** p<()0], ** p<(.03, *p<0.]

N E laay) Stata malin clafa (4 i juaall

8)53) Aliiadll clpiially EVA il il o ddlas) AN @ld dyle ADle aa g
3y Jawgiag —SP aladl) 3y haugiag — DP Juaad 358 hugiag — CCC dpnail) Jsal
LS ¢(+.00) o JB) Aygina (ggiue die (SG landdl saig) abiall yuaially (IPcppasll
ADle a9 WS dhugia ABle ag (=0 80Y [ =00V e0) G LlaY) Jalas ol )i
Loy LSEGN aan i) 5 o(+.Y)4) Loy FL AW Zadlll yuidly EVA ( dulsy)
2o e B AN (ggie die (4.YYY)

ROA 4,8l Jpal o 3ilall Jane o) il el G Al ADle Liay llia
SP aaudl 358 Jasgiag ¢ DP Juasil) 358 Jaugiag « CCC anill Jsat 390 pxia (e JS
Aasigic Ble a5 (—+.790) 5 (—+-YEY) Gu b Ll sy IPoiaal) 358 dauigiag
i dygina Loy ag dailall cridlly ROA (4 40)ka ADle aa 5 LS cdysina AVa il
(+e00) oo JB) A gsia
S Ll zagad Lad) Ll

zisai 6Ly a3 (Jgmall o ailall Jane Ao dalall JLA Gl 5yla) 580 Ll
Bl 138 sy Aalall hlaa) L iy oY) ad) Aaledll 8 laady)
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JJ\A GSJA.’\“ VIF JLQB‘ (Y’) ?EJ d\,.\%

Tolerance VIF gadall
e Y 1Y4 cCe
. OV KR P
A VA DP
« VY4 Y oran Ls
LY \,.07 sp
Ay VAYA Sg
oA ABER FL

Nt luay) Stata palin clajda (e juadll
Jalaill A (e Slay Tuhall z3gai Gl 0 e ) pdimill Jalaa o cuilS 13
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3asa e Jai ¢ Jull, Tolerance > 0.25 aud o aad clla cplall adial A0

bl sl has) -

ooy elly; Doornik—Hansen [Lidl aadt s #3gaill Anda e G8aill

Yy



Iyl M 1% (s L g gt holiad] JUBI iy 8511

it (39 gt O3S . 2 & yall A 31y (Bgasnt Ayl

Doornik—Hansen Lad) zilii (£) a8) Jgaa

. mvtest normality resid2
Test for multivariate normality

Doornik-Hansen chi2(2) = 1.828 Prob=chi2 = @.4818

N e luay) Stata malin clafa (e juaall

«Doornik Hansen = 1.828 jLia¥ (IS aupe dad o)) (£) a8y Jsaal) (e ai
s bl gl gt Fsll o) e oy las +.00 (o ) by vaE0) v Ayging (gsiana
s zdgaill
heteroskedasticity il (uilad s jLds) -

Sulls (Breusch—-Pagan jLial aladsinl Liad cplall puilad aae LA baYy
Aparall e il) ity e il 3yniall prially Lebalsy) pre p aSlly 33l and
Vv 0 e JB (518 e La il 1Y) ) ol Guila dllia o) leadd

heteroskedasticity plall (uilad ase Lad) milis (0) a8y Jgaa

Breusch-Pagan / Cook-Weisberg test for heteroskedasticity
Ho: Constant variance
Variables: fitted values of ROA

chi2(1) = 448
Prob>chi2 = 0.1193

Nt lagy) Stata galip clafa (e 1 jaall

Slls vov0 e €1 Ay VY Lgina i oL EA IS ape had Caily
25 oz dgatll Byudall Chpatialy L W Bl Gl daad) il Jss ceall (ajdll (ad)
Bl zagaill saga Jo AT y3%e
Hausmann i) -
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Hausmann jLad) zilii (1) a8) Jgaa

hausman fe re
Coefficients
() (B) (b-B) sqrt(diag(V_b-v_B))
fe re Difference S.E.
CcCc —-. 2724647 —-.2362791 —-.B361855 .2922592
FL -3.674971 -1.9808398 =-1.694574 1.838959
So 1.892696 1.046542 .B461538 .1le42008
Ls .6586173 1.146649 -.49608321 .3388262
oDp .14393 —-. 29471 .43B64 .3146651
5P =.5857139 =1.30932 .BA36859 .2651208
IpP —-.6828407 -.2763736 -.4064671 3522401
b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg
Test: Ho: difference in coefficients not systematic
chi2(7) = (b-B)" [(V_b-V_B)~(-1)]1(b-B)
= 17.16
Prob=chi2 = 8.0164

Nt luay) Stata palin clajfa (e juadll
O 8 oy v VT8 Carly S gy AllaaY] dad o) ALl bl (e iy
Jeady) g il il 23 i Glld e pliyg v.v0
A Sl g dgad s —
) Agedaitall Aie )l ) Ayykay elld g Al B 53 Jlaai) z s i
o) il L Ly A8 Jeal e dilall Jare e Jaladl JLl Gy 350 il
T agalll i @il (V) a8 Jgaa

ROA Coefl. St.Err. t-value | p-value | [95% Conf Interval] | Sig
ccc -272 539 -2.51 004 -1.332 2.787 i
P -.683 603 -3.13 008 -1.866 2.501 e
5P -.506 A68 -1.98 000 -1.425 1.414 e
DP - 144 545 3.26 000 -1.927 1.215 e
Ls 651 452 2.44 005 -1.236 1.538 e
Sg 1.093 374 292 004 1.358 1.827 e
FL -3.675 2222 -3.65 009 -8.039 68O e
Constant 4.885 2.169 2.25 025 625 9.146 e
Mean dependent var 3.613 | SD dependent var 4.607
R-squared 0.635 | Mumber of obs 715

F-test 2.948 | Prob > F 0.000
Akaike crit. (AIC) 3433.906 | Bayesian erit. (BIC) 3470.484

W p 01, ** p<.05, *p<.]
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55 o Aicially Jalall JWl oy )13 Clpakia e e IS o) ol R7=0.635 a8 caaly LS
358 laugieg SP ool 358 laugies DP Juasill 358 Jaugies ¢ CCC i)l Jsad
S48 anay ¢ SG lagal) sais ¢ FL L) dadhll o ) 4l ol paially 1Pyt
dalse I aas Al dudly (ROA) Jsa) o il 3 bl e 21F.0 (i,
Al

Al Ll 4Bl dlia o) i Jalall JU) uly 31 lpaia iladaa I laillyg
(=4 YVY) Ay amil) Jgaill 5y50 355 Cum (4.0 0) e JB) ANA (g5 die Ll
s Jagiag (=) ££) Aoty Juaaill 558 laugie S5 S (Jaa¥) Je xlall
e ld Jag (= TAY) Aagdy 5 (p3anl) 558 Lasgiag (=200 1) Ay A5 dlaudl
Glsiall Ll Ll Jpal e ailall (mliasl I g deladl JWl Gl 3345 ¢
Slo bl xe Fyayle Ae Loghay i (SGAS N Gilage sad — LS 38,500 aas) dlayliall
eie W) o0 e Jl AN gsie die (V.09 5 +.70)) sy (ROA A8, sl
Sars (-T.1) Aey Aa Jseal e sl e Lale sy 4 G AW i)l
co LS U1 zasaill jlasayl Alales g Lt

ROA; = 4.885 — 0.272 CCCy — 0.683 Ipi — 0.506 SPy — 0.144 DP; +
0.651 LS;t+ 1.093 SGi— 3.675 FLit + ¢

(S Al g igai Lol c WG
z st oLy a3 cAdlad) nlaid) dadll e Julad) Jlal Guly 30 Lils ulal
Lokl sl aal b Lads o) Ay Alalaall b Jiaalls jlasiV)
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Tolerance WIF el
. EW e Y VY4 CCC
LY Y We . 1P
- WY . V£ o.M DP
- VW E Yova Ls
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€ laay) Stata malin clajfa (4 juaall

= Ve Y O el bl admi Jalae aad o) Glad) Joaall 28l moag
2 S (il adm e (e Al Zhga 1A e Jay Les ¢© e JB) as (Y)Y
ol Ahall migeiBaga o K53 8 Ul Tolerance > (.25 o ¢

bl el has) -
Doornik-Hansen Lid) milii (4) a8 Jgaa

Test for multivariate normality
Doornik-Hansen chi2(2)=  5.903 Prob>chi2= 0.0517
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heteroskedasticity il (uilad s sl -
heteroskedasticity ¢ulall (uilad ase LR &l (V4) a8) Jg2a

Breusch—Pagan / Cook-Weisberg test for heteroskedasticity
Ho: Constant wvariance
Variables: fitted wvalues of EVA

8.04
8.8363

chi2{1)
Prob = chi2

€ laay) Stata malin clajfa (4 juaall

(100) O S g (ATTY) AV (giianan o ve 0 E) LS aape Aad iy
Syrmsiall yially oy Y sl by o) Gyl iy penall iyl (s Ll
sl magaill 3aga Jo AT Hdge sas (bl Guilad 3 A aa g Yy g dsaill
Hausmann Lai) -

Hausmann Lad) ailis (V1) a8 Jgaa

. hausman fe re

Coefficients

(b} (B) (b-B) sqrtidiag(V_b-V_B))
fe re Difference S.E.
ccc 18.36309 8.831972 2.331113 4.155636
ip 2.821588 -4.143542 6.165085 5.820592
sp 13.89208 10.34765 3.544431 3.74406
Dp 4.975663 6.518499 -1.542836 4.457256
Ls 20.43227 11.50371 8.928559 4.936829
g 1.523168 2.811818 -.4886502 1,572333
FL 3.048887 9.64874 -6.599852 14.45069

b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg

Test: Ho: difference in coefficients not systematic

chi2(7) = (b-B)' [(V_b-V_B)~(-1)]1(b-B)
= 7.12
Probschi2 = 9.4169
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sAgilgdal) Sl zigal i -
¢ Lpnaiall Aiajll Judldl Ayl Uy Aglsdal) AW 3 eV Zisal i
o) il Ly Ly bl dpaba@y) Aadll e dalad) G Guly )03 550 s 2yl
gl s @l (1Y) 4, dgaa

EVA Coefl St.Err. t-value | p-value | [95% Conf | Interval] | Sig
ccc -.032 7.303 -3.10 .001 -6.282 22.346 w
P -.144 7.933 -5.52 .001 -19.692 11.405 e
Sp -.348 6.259 -2.65 008 -1.921 22.616 o
DP -.518 7.236 -4.90 .008 -7.664 20.701 e
Ls 504 5.012 2.30 .022 1.681 21.327 ok
Sg 012 5.611 5.36 .020 -8.986 13.01 .
FL .649 31.454 5.31 009 -51.999 71.297 o
Constant 753 27.871 3.08 .002 -40.379 -31.127 o
Mean dependent var 6.447 | SD dependent var 2.755
Overall r-squared 0.675 | Number of obs 715
Chi-square 5.456 | Prob = chi2 0.002
R-squared within 0.683 | R-squared between 0.670

vos pe. 01 ¥ p<.05 V]
¢ luay) Stata galiy clafa @ juaal)

Ay (00 Y) ANV (ggiue die Chi2=5.456 Hlidl dad (1Y) o3y Jeaall el
Al (Kayy Ailany) 4Dl gty il 3l o) e Jay Laa (020 0) (e B
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