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Abstract

This study aimed to clarify the relationship between the working capital management
and the profitability of the industrial companies listed at Palestine Exchange between
2010 to 2014.

In order to achieve this aim, tests were applied on the relation between the cash
conversion cycle and its three elements as independent variables from one side and the
operational return as dependent variables from the other side. In addition, a test was
applied on the relation between the percentage of investment in the working capital, the
percentage of short-term financing and the percentage of the current ratio from one side
and the rate of return on assets as a dependent variable from the other side.

The study was applied on 12 industrial companies listed at Palestine exchange
according to data received from the financial reports of these companies. The researcher
used the method of analyzing the simple and multiple regression to find the relation
between the independent variables and the dependent variables.

The study concluded a number of conclusions such as: there is a significant inverse
relation at a=0.05 between the rate of operational return and (the average of the
collection period and the cash conversion term). In addition, there is no significant
relation between the average of inventory conversion period and the average of the
payment period. There is a significant positive relation a=0.05 between the investment
in the working capital and decreasing the liquidity risk from one side and the rate of
assets from the other side. The study also concluded that there is no effect of short term
financing on the profit of these listed companies.

The study recommended a group of recommendations such as encouraging the listed
industrial companies at Palestine exchange to improve their efficiency in managing its
cash liquidity by adopting a successful credit policy that decreases the accounts
receivable and the inventory investment. Providing alternatives in short term investment
which has more suitable return and by it the cash surplus can be invested in order to
achieve earnings at the recession periods. The importance of continuing the policy of
short-term investment and funding which contributes in decreasing the liquidity risk in
order to support the credit position. In addition, to encourage financial directors to
periodically evaluate the management of the working capital efficiency by depending on
the cash conversion cycle and the current ratio and which grantees that these companies

would not face the finance distress during its work.
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AN 13 Ll asmg ate pe Al ssiue o slital 48 Jexs g3 g Uaill Ailian) AN
Al i o slanall ddland )l 280SY d5las)
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e il ol o Jaladl JLal) iy 080 AT :olsiny (Javid, 2014) dupa-2

S OaSly A anall daugiag
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exdl 8 el Ll Gy B ssiall vie dale Jle Guly BlEaY) Jal e @lliy dalal
Ly — Adl Ay Ao Jalad) Jlal) Gl 8508) Ll :¢lsig (Rehn, 2012) dwha—5
VA gl Apaitidl) dalal) Lelial) cilg il Al
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164,451,885 | 3,308,230 | 38,083,020 | 2,354,033 8,370,840 1,248,234 12,318,511 BB TE3 218 | 6424720 1475200 | 15754080 | 12445610 | 1834370 Slaaall s
124,637,883 | 3,008,783 | 23,106,162 | 2042383 8,027,974 1,313,334 6,774,258 55,131,042 | 5008032 1,213,364 8628230 | .3 1N 1,370,300 el ) il
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E-Views gualiy aladiul day) Gl ) Lasedd any d)all Cilyudia

y2 y1 x7 X6 X5 x4 x3 X2 x1 dlyall il gias
2.58 2.55 0.52 6.35 13.13 30.57 14 19.1 25.52

2.2 2.54 0.49 6.33 12.44 31.99 14.38 20.09 26.29 2010
1.88 2.5 0.47 6.31 11.87 33.21 14.69 20.99 26.88

1.6 2.43 0.45 6.27 11.41 34.23 14.94 21.82 27.3

1.38 2.33 0.44 6.22 11.06 35.04 15.13 22.57 27.55

1.21 2.2 0.44 6.17 10.83 35.65 15.25 23.24 27.63 2011
1.1 2.04 0.44 6.11 10.72 36.05 15.31 23.84 27.54

1.03 1.85 0.45 6.03 10.72 36.26 15.31 24.35 27.27

1.08 1.35 0.48 5.86 11.15 36.06 15.33 25.02 26.6

1.1 1.21 0.49 5.8 11.25 35.94 15.17 25.29 26.09 2012
1.14 1.14 0.49 5.77 11.34 35.69 14.92 25.38 25.49

1.21 1.16 0.5 5.76 11.41 35.31 14.58 25.3 24.82

1.53 1.55 0.49 5.78 11.4 32.31 12.77 23.06 22.08

1.57 1.6 0.49 5.82 11.47 32.69 12.79 23.44 2.05 2013
1.54 1.6 0.49 5.88 11.55 33.94 13.26 24.44 22.73

1.46 1.55 0.49 5.97 11.65 36.06 14.18 26.06 24.14

1.31 1.46 0.48 6.08 11.75 39.06 15.55 28.31 26.27

1.1 1.32 0.48 6.21 11.87 42.94 17.38 31.19 29.11 2014
0.84 1.13 0.47 6.37 12 47.69 19.66 34.69 32.67

0.51 0.9 0.46 6.55 12.14 53.31 22.4 38.81 36.95

(bl dlae)) :jaadll
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Descriptives

Descriptive Statistics

N Range | Minimum | Maximum | Mean | Std. Deviation | Variance
x1 20 14.91 22.05 36.95 26.7500 3.41813 11.684
X2 20 19.71 19.10 38.81 25.3500 4.78642 22.910
x3 20 9.63 12.77 22.40 15.3500 2.24390 5.035
x4 20 22.74 30.57 53.31 36.7000 5.48212 30.054
x5 20 2.41 10.72 13.13 11.5590 58864 .346
X6 20 .79 5.76 6.55 6.0835 24143 .058
X7 20 .08 44 52 4750 02131 .000
yl 20 1.65 .90 2.55 1.7190 54113 293
y2 20 2.07 51 2.58 1.3695 46572 217
Valid N (list wise) 20
Model Summary
Model R |R Square | Adjusted R Square | Std. Error of the Estimate
dimension0 1].224° .050 -.003- 54182
a. Predictors: (Constant), x1
ANOVA®
Model Sum of
Squares df Mean Square F Sig.
1 Regression 279 1 279 951 3428
Residual 5.284 18 294
Total 5.564 19
a. Predictors: (Constant), x1
b. Dependent Variable: y1
Coefficients®
Model Standardized
Unstandardized Coefficients | Coefficients
B Std. Error Beta t Sig.
1 (Constant) 2.668 .980 2.721 014
x1 -.035- .036 -.224- -.975- 342

a. Dependent Variable: y1
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Model Summary

Model R | R Square | Adjusted R Square | Std. Error of the Estimate
dimension0 1].764% 584 561 .35851
a. Predictors: (Constant), x2
ANOVAP
Model Sum of
Squares df Mean Square F Sig.
1 Regression 3.250 1 3.250 25.287 .000°
Residual 2.314 18 129
Total 5.564 19
a. Predictors: (Constant), x2
b. Dependent Variable: y1
Coefficients®
Model Standardized
Unstandardized Coefficients | Coefficients
B Std. Error Beta t Sig.
1 (Constant) 3.909 443 8.827 .000
X2 -.086- 017 -764-| -5.029- .000
a. Dependent Variable: y1
Model Summary
Model R | R Square | Adjusted R Square | Std. Error of the Estimate
dimensiono 1] -440° 194 149 49919
a. Predictors: (Constant), x3
ANOVAP
Model Sum of
Squares df Mean Square F Sig.
1 Regression 1.078 1 1.078 4.327 .052°
Residual 4.485 18 249
Total 5.564 19

a. Predictors: (Constant), x3
b. Dependent Variable: y1
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Coefficients?

Model Standardized
Unstandardized Coefficients | Coefficients
B Std. Error Beta t Sig.

1 (Constant) 3.349 791 4.232 .001

X3 -.106- .051 -440-[ -2.080- 052
a. Dependent Variable: y1

Model Summary
Model R | R Square | Adjusted R Square | Std. Error of the Estimate
dimension0 1].617° 381 .346 43754
a. Predictors: (Constant), x4
ANOVAP
Model Sum of
Squares df Mean Square F Sig.

1 Regression 2.118 1 2.118 11.062 .004%

Residual 3.446 18 191

Total 5.564 19
a. Predictors: (Constant), x4
b. Dependent Variable: y1

Coefficients®
Model Standardized
Unstandardized Coefficients | Coefficients
B Std. Error Beta t Sig.

1 (Constant) 3.954 679 5.823 .000

x4 -.061- .018 -617-| -3.326- .004

a. Dependent Variable: y1

Model Summary

Model
R

R Square

Adjusted R
Square

Std. Error of the
Estimate

dimension0 1

533°

284

245

40474

a. Predictors: (Constant), x5
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ANOVAP

Model Sum of Mean
Squares df Square Sig.
1 Regression 1.172 1| 1172 7.156| .015°
Residual 2.949 18 .164
Total 4121 19
a. Predictors: (Constant), x5
b. Dependent Variable: y2
Coefficients®
Model Standardized
Unstandardized Coefficients | Coefficients
B Std. Error Beta t Sig.
1 (Constant) -3.508- 1.826 -1.922- 071
X5 422 158 533 2.675 015
a. Dependent Variable: y2
Model Summary
Model R | R Square | Adjusted R Square | Std. Error of the Estimate
dimension0 1].101° .010 -.045- 47604
a. Predictors: (Constant), x6
ANOVA"
Model Sum of
Squares df Mean Square F Sig.
1 Regression .042 1 .042 185 672°
Residual 4.079 18 227
Total 4.121 19
a. Predictors: (Constant), x6
b. Dependent Variable: y2
Coefficients®
Model Standardized
Unstandardized Coefficients | Coefficients
B Std. Error Beta t Sig.
1 (Constant) .186 2.754 .068 947
X6 194 452 101 430 672

a. Dependent Variable: y2
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Model Summary

Model R | R Square | Adjusted R Square | Std. Error of the Estimate
dimension0 1] .486° 236 193 41829
a. Predictors: (Constant), X7
ANOVAP
Model Sum of
Squares df Mean Square F Sig.
1 Regression 972 1 972 5.553 .030°
Residual 3.149 18 175
Total 4.121 19
a. Predictors: (Constant), X7
b. Dependent Variable: y2
Coefficients®
Model Standardized
Unstandardized Coefficients | Coefficients
B Std. Error Beta t Sig.
1 (Constant) -3.672- 2.141 -1.715- 104
X7 10.613 4.504 486 2.357 .030

a. Dependent Variable: y2
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Variables Entered/Removedb

Model Variables Variables Metho
Entered Removed d
1 X4, X1, X3, X2a Enter
a. All requested variables entered.
b. Dependent Variable: Y1
Model Summary
. Std. Error
Model R S Eare At]lsjuatfr(i R of the
g g Estimate
1 1.000? .999 999 | .0174264
a. Predictors: (Constant), X4, X1, X3, X2
ANOVAP
Model Sum of df Mean F Sig.
Squares Square
1 Regression 5.573 4 1.393 | 4587.677 | .000°%
Residual .005 15 .000
Total 5.577 19

a. Predictors: (Constant), X4, X1, X3, X2
b. Dependent Variable: Y1

Coefficients®

Unstandardized Standardized L .

. o i Collinearity Statistics
Model Coefficients Coefficients t Sig.
B Std. Error Beta Tolerance| VIF
1 (Constant) 3.230 .074 43.540 .000

X1 -2.484 .069 -15.665 -35.909 .000 .000| 3495.188
X2 -2.589 .057 -22.872 -45.324 .000 .000| 4676.914
X3 2.800 .091 11.592 30.920 .000 .000[ 2581.513
X4 2.386 .052 24.147 46.033 .000 .000| 5053.409

a. Dependent Variable: Y1
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Collinearity Diagnostics®

. Variance Proportions
Model Dimension | Eigenvalue Condition

Index | (Constant) | X1 | X2 | X3| X4

1 1 4.975 1.000 .00 | .00 .00 | .00 | .00

2 .019 16.297 09| .00 .00 | .00 | .00

3 .006 29.135 .07 .00 .00 | .00 | .00

4 .000 268.016 26 .01 .00 | .05 .02

5 .000 | 1906.606 581 99| 1.00|.95| .98

a. Dependent Variable: Y1

Variables Entered/Removed”®

Variables Variables
Model Entered Removed Method
1 X3, X2, X1* : Enter
a. All requested variables entered.
b. Dependent Variable: Y1
Model Summary
Std.
Model R R Square Adjusted R | Error of
Square the
Estimate
1 .940° .884 .862 2012548
a. Predictors: (Constant), X3, X2, X1
ANOVAP
Model Sum of df Mean E | sig
Squares Square
1 Regression 4.929 3 1.643 40.566 | .000°
Residual .648 16 041
Total 5.577 19

a. Predictors: (Constant), X3, X2, X1
b. Dependent Variable: Y1
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Coefficients?

Unstandardized | Standardized Collinearity
Model Coefficients Coefficients i Sig. Statistics
B Std. Beta Tolerance | VIF
Error
1 (Constant) | .937 .635 1.476 |.159
X1 614 184 3.874 3.329 |.004 .005 186.439
X2 027 .066 241 414 | .684 .021 46.718
X3 -1.064 .392 -4.407 -2.714 | .015 .003 362.962

a. Dependent Variable: Y1

Collinearity Diagnostics®

Condition Variance Proportions
Model Di i Ei |
ode imension igenvalue Index (Constant) | X1 X3 X3
1 1 3.977 1.000 .00 .00 .00 .00
2 .017 15.116 A7 .00 .01 .00
3 .006 26.179 A3 .01 .04 .00
4 .000 355.925 .70 .99 .94 1.00

a. Dependent Variable: Y1

Variables Entered/Removed®

Variables | Variables
Model Entered Removed Method
1 X2, X1° : Enter
a. All requested variables entered.
b. Dependent Variable: Y1
Model Summary
Std.
Model R R Square Adjusted R | Error of
Square the
Estimate
1 911° .830 .810 2359564

a. Predictors: (Constant), X2, X1
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ANOVAP

Model gg{gr‘;‘; df S'\é'jgpe F Sig.
1 Regression 4.631 2 2.315 41.588 .000°
Residual 946 17 .056
Total 5.577 19

a. Predictors: (Constant), X2, X1
b. Dependent Variable: Y1

Coefficients?

Unstandardized | Standardized Collinearity
Coefficients Coefficients . Statistics

Model x t Sig.
B Std. Beta Tolerance | VIF

Error

1 (Constant) | 2.347 429 5.476 | .000
X1 116 .023 734 4980 | .000 460 2.174
X2 -.147 .017 -1.302 -8.841 | .000 460 2.174

a. Dependent Variable: Y1

Collinearity Diagnostics®

. Variance Proportions
Model Dimension Eigenvalue Condition
Index | (Constant) | X1 X2
1 1 2.979 1.000 .00 .00 .00
2 017 13.430 46 .00 45
3 .005 25.239 54 1.00 54

a. Dependent Variable: Y1

Variables Entered/Removed®

Variables Variables
Model Entered Removed Method
1 X7, X6, X5? . Enter

a. All requested variables entered.
b. Dependent Variable: Y2

Model Summary

Adjusted R | Std. Error of
Model R R Square Square the Estimate
1 587° .345 222 4106011

a. Predictors: (Constant), X7, X6, X5
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ANOVAD

Model Sum of Mean
Squares df Square F Sig.
1 Regression 1.418 3 473 2.803 .073°
Residual 2.697 16 .169
Total 4.115 19

a. Predictors: (Constant), X7, X6, X5
b. Dependent Variable: Y2

Coefficients?

Unstandardized Standardized Collinearity
Coefficients Coefficients . Statistics
Model t Sig.
B Std. Beta Tolerance | VIF
Error
1 (Constant) 9.534 16.983 .561 .582
X5 1.427 1.353 1.806 1.055 .307 .014 71.526
X6 -2.298 2.769 -1.195 -.830 419 .020 50.590
X7 -22.461 32.952 -1.079 -.682 .505 .016 61.153

a. Dependent Variable: Y2

Collinearity Diagnostics®

. Variance Proportions
Model Dimension | Eigenvalue Condition
Index | (Constant) X5 X6 | X7
1 1 3.996 1.000 .00 .00 .00 |.00
2 .002 40.211 .00 .00 01 |.01
3 .001 57.852 .01 .01 .00 |.00
4 .000 706.556 .99 .99 99 |.99

a. Dependent Variable: Y2

Variables Entered/Removed®

Variables Variables
Model Entered Removed Method
1 X6, X52 . Enter

a. All requested variables entered.
b. Dependent Variable: Y2
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Model Summary

Adjusted R | Std. Error of
Model R R Square Square the Estimate
1 571° 325 246 4040836
a. Predictors: (Constant), X6, X5
ANOVAP
Model Sum of df Mean F Sig.
Squares Square
1 Regression 1.339 2 670 4.102 .035°
Residual 2.776 17 163
Total 4.115 19
a. Predictors: (Constant), X6, X5
b. Dependent Variable: Y2
Coefficients®
Unstandardized Standardized Collinearity
Coefficients Coefficients . Statistics
Model Sig.
B Std. Beta Tolerance | VIF
Error
1 (Constant) | -1.917 | 2.448 -783 | .445
X5 514 182 .650 2.819 012 746 1.341
X6 -.436 444 -.227 -.983 .339 746 1.341

a. Dependent Variable: Y2

Collinearity Diagnostics®

Condition Variance Proportions
Model Dimension | Eigenvalue
J Index | (Constant) | X5 | X6
1 1 2.998 1.000 .00 .00 .00
2 .001 48.477 34 91 .05
3 .001 64.509 .66 .09 .95

a. Dependent Variable: Y2
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