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Abstract

The study aimed at investigating the impact of working
capital management components (Period Collection Average,
Period Conversion Inventory, Period Payables Average and
Cycle Conversion Cash) on the profitability of basic materials
companies listed on the Saudi Exchange market measured by
return on assets for the period (2013-2022). Using a sample of
(24) companies by using the cross-sectional data model (panel
data), specifically the fixed effects model, the study reached
the following results: there is an inverse effect for the variable
of period collection average, period conversion inventory,
period payables average and cycle conversion cash on the
profitability of basic materials companies. The study represents
an addition to the literature in terms of knowledge of the role of

working capital management in achieving corporate profitability. The study recommends
that the management of basic materials companies should pay attention to working
capital management by reducing the period of keeping it in inventory, reducing the period
of collection of accounts receivable and increasing ayables period for the positive impact
it has on the profitability of companies.

Keywords: Period Conversion Inventory, Period Payables Average, Period Collection
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z3saill 128 Jesy (Fixed Effects Model (FEM)) astll culy sl 73 sail dosailly
Culil) aall ddae Jan A e baa o Al bl degane JS Hlu dipna o
O Aesana JCT A5G B Jaall Ol alae o Lisg (gAY dcgana (ya dilide 1
lily Ao same IS 0T il adadal) ol Al oy SlIL 2 alyg o583 Gile sandl
OB agle s dpadadl) CUL aelae (8 dadh ()5S poaill Laly il DA iy W Aol
) Aapall 3G 235

k
Yit =i + Z Bj Xj(it) + eit i=123..N t=12,..,T
j=1

Var = (¢it) = o2

E(it)=0

olaie Jasiay xadall aysil) agy gitlasd) o 05K A gal) B 230 L
ol il ane vie Agltiall bl 2 3pa antiins 082 Llas iy ia 0E2
oLl (e degenn JS G 13 Bl g dpmdaiall cilaaliiall apead Ladll

e ad s 5aeS® L bl Gabee Juelay Coigas 3 slinll il 2300 8
JA Ul

Xi=pu+vi i=12,...,N

Clal iV Adiciall | A daiall bl de sana 3 Slsadal) Undd) aa Jhayi &y
Gbia (A aand (Alls Al 5pmall LA dedaiall UL (4 Ao sane JST 43005 dall
Gl Glapyal) Lk aladiuly z3saill ol atys rdsalll agaa a4l
A dxall 3ah z35a ols 4 e (Generalized  Least  Squares(GLS))

k
Yit = u+Zﬁj x j(it) + vi + £it i=123..n t=123...T

j=1

(ve9) AYYEY actall ¥ loxtl 3L
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(At ginll <yt z dsads A5 <)yt 7 3sad) Aadaial) L) adsad (g Alialaall
Hausman ¢l ga)lial aadies duhall aliby daladl Cualiall 3 gaill sl

Lawl® (3 ko g Al sl | O ytio

PO O Ll a3 G el aalil) sl

e 30 5o 5 S ol 508 paiall s iy ((ROA) Glasasadl e dilall Jane )

Al Aabiall 3l L) Aladg o painall Joa¥) (e o lagmsall e 2 WY Gas

Al daleall P e Glagagall Je dilall Jaes Glus S

chasagall Meal /3180 ey A0 oy dla = Glagasdll e silall Jane

tAalil) o AEial) &fpisiall

Led oy Al 5yl _ag (Period Payables Average(PPA): slaull 38 lavgia )
il Ja¥) gyl Jusaill jalias (e sl (s iy (ysall (38 Ao
Vs agmsiil () sall e BLEVL iy Lalla 4S50 dalias 504l oda Jsdag A8l
Lo gia 00 Al DA e Lggbutia) 5y ol 3 5 fiaiall 3y50m 8 48500 el
Yro * (ol idall/ABA aedll) Sile sl = slaul) 558

i S 8yl e sle(Period Conversion Inventory (PCI): oyl 358 Javgia .Y
o lebn g Clase ) alignd ) ddpedt iy Jin 35,80 Cleagine  gs5aall led
YIO * [(Claaall 215/ g 5a) Siplesl = Gpanl 558 Jan e AU Alsladd) DA

W a1 e ) i Period Collection Average(PCA): Juastl) by Jawgia .Y
Ol Jrand (8 e S5 45,00 Ayllad (S gd ¢lgilagie Ao DY 45,800 Lealiad
Ol Jrant Al LS aalay) Juaatl) 5558 <1l LalSs ¢ Jpanill oLl e (P& (e
8538 Jausgie A Adabead) LA (e Lgabaiad) iy A Clagaal) dulas o Lgtllad
YT * (Clagaall fAiaall aedll) siple ol = Jaanil

Aoyl 388l e 3)le a5 (Cycle Conversion Cash(CCC): (gasill Jgaill 538 . ¢
JRAPTCHINTO [ NS -1 [ OSSN ) [ PO [P SN SN LU [P S A R

(ro+) Jlee 1 ALulu
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Jaantll 5% Janigia) siple ol = (gaidl Jpatll 5y 13000 Ahled) DA e lesbisal
Aaud) 558 Jasgia —(ouyanl) 558 daigia +

Ayl AL g S oo
ddagl) ciplaay)

et o Jsaal) e sty Cum iyl cpial ieasll slasy) (V) o8 Jsaall cpn
(%) 7. §=) kS Aad J3l s (%YYL +) il lagagal) o 2lad) Jare alill il dad
(oAl 3y Lo gie Alall ol yiall dad el cuilS Laiy ¢(%V.AY) g)lra) Cilpaly
(Y 75 Y00 YLIYOYLEY) camll Joanll 5yt 5 alaidl 5,5 Jasgia cJraanil) 5,5 Jagia
(sl (e (YAA 5 YA oL ££Y) i) uin] Aad J8T Sy o sl e
(sl e (%YY.0 5% .Y %Y.0%Y) . A) (gHlme il il

Lal) cpsitial Auagll slaayl:(V) al) Jgsa

Variables ROA PCI PCA PPA CCC
Mean 0.0667 2.0801 1.8899 1.6906 2.1560
Median 0.0526 2.0641 1.9347 1.7276 2.1631
Maximum 0.3202 2.6274 3.4205 2.5022 3.4647
Minimum -0.1645 0.7805 1.0502 0.4427 0.7884
Std. Dev. 0.0781 0.3184 0.2952 0.4021 0.3358

Observations 250 250 250 250 250

Ll ) ddgias

Julra () Jgaall gy Aol Clyaxia G L)V clelas (V) ad) dsaall o
p ) sl e cal€ Al crially ol i)y alsyY)
858 Jausgie il (ga US5 Clasmgall o dilall il iid) G Lo e Lals)l -

(ro) AYYEY adadlY ot 5yl



Jaladl S (yaly &y181 O 450

e (%¥ £ 5 %YV £-) LaliV) (b A caly 3 ¢2laad) 5% Lasias Jraanl

Ssil

8y Jasgie el (e JS5 lagagall o aflall il i) o e age b)) -
s e (%) +) %)) Ll Jalee G iy 3 ¢ oail) Joatll 35 Al
eiie G Lo Dol ) e e sl as dsed) i) o Wl daled dacally -
Lo Lol dad JAT cilS Lai (%7 .A) il 3 ¢ oaiill Jsatl) 55385 (Al 558 Jass sie
il PR e ((%Y.0) caaly 3 Sl 38 aigiag )il 38 Jagia jurie (o
Jaelaal dad ef cualy Cum eclyinadl o e Jaliy) A1k dgag ade oy oSle

Rl e (o BUEN) Galan 1(Y) oy dsia

(%7 0) e B s (%Y E.A) Laliy)

Variables ROA PPA PCI PCA Ccc
ROA 1
PPA -0.341 1
PCI 0.116 0.075 1
PCA -0.334 0.324 0.0A0 1
Cccc 0.101 -0.296 0.348 0.223 1

Ll o) ) oS L)

(Jranil 558 Jagie cclagasall o ailal) duhall s of (7) a8y dsaadl cuy

sl Joaill 835 alal) 358 Jangia juria Lain | (0) (ggiuall vie 2SLu sland) 3538 Jaw gia
First Difference | Jg¥) 3l aie dudpall cysia ¢S Ginlys 1(0)gsimnal) 2ic 8Ly
Im et al. (Y4aV) jlaal alasiuly @iy (1)

(VM‘)

Jlec ¥ ALulu
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Ayl el Bangl) i LA 1(Y) o) Jsia

Im, Pesaran and Shin Im, Pesaran and Shin
Variables
Level 1st Difference

-2.1008 -6.2315

ROA
0.0345%* 0.0000*
-3.24384 =7.24748

PPA
0.1283 0.0000*
-1.2110 =7.2100

PCI
0.0828*** 0.0000*
-4.1428 -8.1896

PCA
0.0012* 0.0000*
-0.3565 -11.754

cccC
0.1240 0.0000*

%) vie HlEaY) dysime * 5 (%0) o JWAY) agiae ** YV ¢ e jloaY) dysiea *¥EF

(At gudad) il 3 gad AN ) SLY r dgal) Lmdaal) L) g Mlad s il 1(£) Jgan
clagasall o alally dulie Loyl ¢80 Laaie

Fixed effect models Random effect models
Variables
Coefficient P-value Coefficient P-value
(o} 0.6144 0.1447 0.6647 0.0691
PPA -0.7946 0.0000 -0.7139 0.0000
PCI -0.4340 0.0378 0.4202 0.0165
PCA -0.3836 0.0482 0.3469 0.0290
ccc -0.3625 0.0425 -0.4037 0.01181
No. of obs 250 250
R-squared 0.3253 0.1324
Adj. R—squared 0.2399 0.1182
F-statistic 3.8061 9.3430
Prob (F-statistic) 0.0000 0.0000

(rev) AYYEY adadlY ot 5yl
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bl 23y ety Al il 23 s ) dalaial) byl adsal o Al alaall
Hausman glewss Lial aadins duhall aliby Jaladl Cualial) 3 gail) Ll (4 slal)
o) o Aalsaall Aadl) e ST LAY Adlany Dsmaall dasll culS 1) Cua ((1987)
Iy ccmnlial) zasaill sa dflsdiall Ll #3500 o o it Al cdesall Ll
O (0) a8 Jsaally conliall z3gaill sa Al il 35 ol ABEN ALad) G il
Olawsp LA il
Hausman jLad) gilis :(e) ad; Jgaa

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.
Cross—section random 3.930448 4 0.0131

Bl 235 s Auhall Coliall z 35l o ity (£) Jsaall 8 sl DL G
zsad allae s (1) ) Jsaad) s %00 (e JAI HLaD Al dagll (o a3
t b WS E-views 10 zaliy alaialy @llyy bl el o3 alasiuly 4

Ll pal) i) o dgad AGl) cf A 7 3gad il (1) Jin

Variables Fixed effect model

Coefficient P-value
Cc 0.6144 0.1447
PPA -0.7946 0.0000
PCI -0.4340 0.0378
PCA - 0.3936 0.0482
ccc -0.3625 0.0425

No. of obs. 250
R-squared 0.3253
Adj. R-squared 0.2399
F-statistic 3.8061
(F-statistic) Prob 0.0000

(rot) Jlec ¥ bl
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saxia Sl e Lad (1) a8 Jgaad) 8 A8 a2 3ga allee gl il o
Gsinas b A 2sm g D gl Ll Mgal) S5 Gy e (PPA) Saud) 55 Jas i
(%) yaiay il 5y Jawgia (alisd) die b ey 35 (%)) Lilian) AN (gsiue i
s mnaa (aSally (%VA.£7) laiay M2y Sl Ly o8 446 )21 Jalsall iy e
On () Lk Ao (5 o Gyt Ay A dlaial) ABa) Aapls e BA5E Y ADIe
GLaY) 23a aia )y gal) liataie 32l o8 o L IS AN dmyyg aaiil) 578 Jagia
(Sharma and  (Enqvist, et al, 2009) e JS 4uhs e (Bi Al 238 clgale 3él)
0SB0l Al Aalill e i 38 LSl ZDL 028 (Kumar, 2011)
Lalia) imy I3 ()8 0 prmd 5y, Ll wds lSpal e <1 48 i Lo le g Lihaia
s Jle (Deloof, 2003) &yl 5245 (s leiSay ¥ Jalad) JLl Ll 3 S8 gy sl
33l e 43 Jll (Sags Ll il Jolal Uy i Lmyy JAY) iS5l (s i) 4D
O dasadll jolias ) esalll aae Jllys sl 3yl aglly Jaias cl€,il ola dad) 5,5
O elila ;e ann ally V1 Al (i adle s cdndipall AaSH il Al gail Cilasnssall
A paal) Al i) i€y gy e o) 8y Jassgie kel 4ysine Aflian) AN
w5l gl (gus
oAbl o5 e i @il (s (PCI) Gpyaall 5508 Jausgia jstiay (3lay Laid
OpAT 3y i paladil die ey 1385 (%0) ANV (5iue die gyinas a3 35ag
eSally (Y€1) Jlaiay alajs Sl dmyy ol A3 (AN Jalsall ¢y ae (%)) iy
(ALVL) Ospaad) s A Cabiian LA (e Lyl (S 3nall A0 028 (rania
Gsaa e et 2ag Lo ol A58 Lealiad ) ALY) s2e e Leailsa aal 8 cpir )
gl (AUlls ey 538 asms pans Gl By (AN Al oyl s (Ll
ey dAapll Baly) agle iy Lae ana bl (8 aadiud Al Algd) jé 0 84S0
il Jli e S e 13 Aula) gl @l o bt (S Al o2a ¢ san
I s Cagn saY) sdag cJalal) JLa) Gy 3))) (8 3o lS AST () oS Ledld g haall s

(roo) AY-YEY scall¥ cilext) o)L
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88 o Akl Al o Y Al Mgl SHE o G Al sl Lga 8ol
Laliay Al gliall Jsaall 3 aliiall Hléia) allai ddadaial) Al o) s ¢Jlall
O OS A ae (35 Aaill) 3¢ oanl) Dol () (g I3 Y 0934 (e e
¢us (Phuong and Hung, 2020) s (Soukhakian and Khodakaram, 2019)
G5 Y Laiy cAoanlls (38l 558 Jassgie (i Ao Al sa () aeilud)n @l cliag
&5 (Dong and Su, 2010); (Kasahun, 2020) re dS Al gl ae dail)
Al A dl) s e s Aially paall 558 Jangia 0 Anlay) il ADle g oyl
iay o opaall 58 ugie yuid dgiee Adlas) AV 53 A ellla s e pan Al
cssmad) agul) (Bsu 8 Aapaall Lnli) alud) lS s
(%0) ssime sic Ailian] A2 (535 e i as (1) ) Jsaad) @il (it WS
oaliail e adl ey 138 Al alul) @lS5s dmyy e(PCA) Jaanl 5538 Jau il
35 SN Ay 1 A (Y] Jualsall ol ae (%)) labey Jrantll 3% o sia
lbuall Jrantl) 5%yl o) ) Aol oda 0y cranaa (uSally (%TAFT) lai
A5a) Jray Lae aedll Jpaat dais 4580 ) ALl £poial) culiasl 50l ) a5 Al
i A5l o iy Laas cAplall sl lleall Jysail Ao JIsa) e 1aje cllias
o o Al GSany A 1 Y Gl ana 530 (5355 Adpan Al Ll
oy A AL Al Y a5 cJpeantl 358 Jauigie Jsha (8 Jlaally (A8 Zmy) L
L I8 pay i A ) S A Al ) dsaall clbuall sl Jusas
LalS 4] aaadle cre 2y Y Lig eyl DS 8 ) (Juanill Aubus A ) oladl) Al
sy Lae cdadtiall ALaY) sylanll 59d o Dlaall Caiad iy 14 Gl Jyeasill 5y5 <018
o328 caldinall slaudl e alinll eV o QD G pesniall ¢ Dell dae b alisi) agle
(Garcia—-Teruel and Martinez-Somalo, 2007) ¢se JS dulys m5l ae (3d5 dal)
(Sharma and 4.y 4 ae 385 « (Enquist, Graham, and Nikkinen, 2011)

o Ayl Jeantl 3558 G dula) ADAe 35a Al il casy Ay Kumar, 2011)

(ve) Jlea ¥l Alubu
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Lilaaa) AN 53 A ellla 1 e (ait ally ZAN) dpca i) Ji ade s gl S, 50
) (3om b daynall Ll bl iS5 Ay e Jumatl 558 Langie vl 4ygins
NERP T
St e yakiall 13 2ay Cum (CCC) Apsidl) (Y Jsaill 850 yoitiay (3l Lak
gina ANy 1 Ay o (Al (oo il g gai cdalall JWI Oy 3510y
ey ae (%) Jlaiay Al ) Jsaill 8y50 8310 O (ny 1385 ((%0) (g5 2ic Ailan)
e Las e (Sally (%11 Y0) jlaer b CISEN Ay ol 246 RV alsal
e iy Jalls il ) Jgaall 55 Aaegl) sl Qi e S8 @il 30 ane
Al s¥) Slgal) LS wdy g ¢ Gaad) ra AR Lgilasaa Gad Jpaand 4 Jals Al
Leinyy (e 5388 O s 3,80 ) Joill opSay Ly clealul (e Jliy Law 2 Y1 Callsss
hial) dagill dgan & Gl 1 558y o Bledye pae el Jsaill 8y50 Guidd DA e
o (A Jae Gigaa S (g5 38 gabill Jaatll 550 (amdaty Jhaial) Y gl
O Alle Gl CallSS Lgie g Al g ¢ sall lylaay 38 Las ¢ Jaladl JLl
e g Joail 550 il Bl Lad i) ) LAY e 2 Y Ly cLelaliilly s i) Ja
e Lyl o ol 3 25a Leadlin Coelal il clllih cililiia il o¢d Lay)ll
il 3 agas cai cilulys elilia ((Gill et al. , 2010) 5 (Ponsian et al. , 2014)
(Garcia-Teruel & Martinez—, (Falope & Ajilore, 2009) Jie i2ay)ll e
sle ) il ol Lay  (Grosse-Ruyken et al. , 2011) 5 Solono, 2007)
AL apl) 3215 Jal e gl Joal) 558 Jilis e Jaall A8 o iajdy £a)l
ol Hhalia e JI gl Jeaill 558 Jsha o g 1991)¢(Blinder & Maccini ¢ la
a5 agle 5 eciboaally aludl 355 (e a8 aae Jlaal clilia oIS 1) jiladlly Hlenll Gl
Jsail) 550 (s Lo Ly 3Bl 25y iy 5 il alans 20 po dushall 038 dais
(Nguyen et al. 5 (Pham et al. 2020) <luhall sda (pay IS HEN daay)s dadl)
O S Ay il ae daiiill o2 (alias Ly ¢ (Kayani et al. 2020)52020)

(rev) AYYEY adadlY ot 5yl
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a5 A clag Al (Linh & Mohanlingam, 2018) , (Murtala & Sani, 2016)
Tl Al 5 ey IS5 Amyy o (a8 Jpadl 5500 diflan] A3 53 i
iy e il Jpaill 58 il dygiee dglan) AN 53 i il 1 le a3,

cssmad) agul) (3su 8 Aapaall Dl aludl clS

: Ol 989wl yold AL
cJianll 378 Javgia s dmalall JUal ) i€ palie S8 didp ) Al cana
Ol L) gall iS58 Ay e sl Jonl 5535 danad) 558 Jasgia ¢l 558 Jausia
A8 (Yo YY=Y 1Y) 3l LA asnaad) agadl) Gl 8 Aapaally cclasagall o adlally

A i) ) Al s s
58 Jasigia (Al 88 Jausia cJpaantl) 38 Janigia) dalall JLall 8 eslie i )
ped) ol 8 Aayadlly Aiull) dlsall Sy Ay o (i) Joatll 505 s

cagasdl e alally Lulia) (Y YY=Y 1Y) 35 DA gagmnd)
LB ki) Mgl IS iy e Uiginag Ll 130 Joanll 375 Jagia yuktia figa .Y
Al Al ) 5l 8 sl 5%l LS adf ey cagasdll e ailally

I Ay e iy
Al ) sl IS5 Ay e Liginas Tl Tl a5 lasigia e Jiy .7
L) gal) Sy 8y hally Lol 5y i LS adl ey clasmsall e ilally

IS By o Lulay el

Aeslid) 2l gl il Ay o Liginas Ll TS g2l Joatll 58 5 Jigy 8
D B e iy gl Jsal) 5y i LS Al e cclagasal) e ailally
A Ay o lula) elld

Al as L) Sl 5 ) ) e sy
5 Jaus5ia) s Abcial) 4l qany Jaladl JU) ol 3ol b)) Spall S5 Jlcinl 3l @

(YoA) Jlea ¥ Aluly
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Calide ALl 2o (8l Jusai8ysng caland) 8% Jawigiag ¢gpaill 8558 Jasigia ¢ Jraanil)
o el 5% ke At A (a8 Joatl) 850 sbaal) (e 4 um cilindil) cileal)
DB 3l Lo Sl & ulad e s 055l Y] 35y Juastl 358 £ gena
Jalall JW

8535al) Jalgally e Jmmnll 358 3 Alleiall Ayl ap0a3 3 Al sl iS5 alaial 5045
Sl 5y Jass il (gsinay a5 355 (L Jacasill a5 adf dalig el o2 3
adadlaall g pe ST Al aedll Jpaantl dlgus ¢ Lol DA (e @l Sl Ay e
) Se e

JEd) Jurs e (gyal cpiag Jalad) JLd) Gl 3030 e Lo Jays Al e bl 0 ¢
cgasmad) L) oudl b Aoyl Aabidal) e adl) b Algudls sl

2 LY
Lupd pabal Yy

Alansgially sl Hlosnsall dmyy e Jaladl Sl oy 5] T ael may (838 calie s
sl Alae s A5 A Aas il Bpiaal) sl e Ao sane Al Ay
IIT=14E ) el Balaall 2021 i) dpasilly Ly

Goe bl S8 e Al Al 1 ayl) e ol dalal) JWdl G Ldilae (ipsha
D 00=AT Y ) (FA Aadll 2018 ) DU duall Alsal Mg Y

At lusall Syl dmy e el JLal Gy 53 80 ¢ ilmally 3l cpanllase
A5 Al o gel) Al A3V L) Sy p Ul e Aiuds A — g
YYY = YA (V) 2l ¢(©) alaadl ¥+ ¥ e gl

doays A Al Al e clSyl dmgy e duladl JUa) Gy 53 il cGile
Vo) ) aaadl ) e oalaa YoV ccla U Al dals dlas ¢ oplands

A lual) Sl dmyy e Jalall Sl Guly syl 53 (Y00 T) Ll ity celins Bagasa
Y ea=3A0 oY aaadl )Y e casaall QA daala dlaa cdn ) dalell daalind)

(red) AY-YEY scall¥ cilext) o)L
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