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The impact of working capital management on the profitability of small and

medium enterprises - A case study of a group of small and medium enterprises in
the wilaya of Setif —
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Abstract:

This study aimed to test the relationship between working capital management
and the profitability of Algerian small and medium enterprises in the wilaya of Setif,
through a sample consisting of 68 institutions, where the effect of working capital
variables (inventory turnover, customer turnover) on the profitability of small and
medium enterprises was studied using Return on assets as a measure of profitability.
The hypotheses were tested according to the Panel Data model. Statistically significant
results were reached between the variables as there is a positive relationship between
inventory management and the rate of return on assets (ROA), and between accounts
receivable management and the rate of return on assets (ROA).

Keywords: Working capital; enterprise profitability; inventory turnover; customer
turnover.
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Dependent Wariable: ROA_ 7
Method: Pooled Least Squares
Date: 10031/20 Time: 1417
Sample: 2015 2017

Included observations: 3
Cross-sections included: 68

Total pool (balanced) observations: 204

Wariable Coefficient Std. Error t-Statistic Prob.
DRS_7? -5.00E-05 2. 39E-05 -2.506396 00130
DRC_7? 2. 55E-065 5 24E-05 0048721 09612
Lo~ 0028101 O.006647 5 7322147 00000
R-squared 00321069 Mean dependent var O.0Z7010
Adjusted R-squared 0021428 =S.D. dependent var D.055911
S E. of regression 006520 Akaike info criterion -2 5608097
Sum squared resid 0.85447F7F Schwarz criterion -2 5593201
Log likelihood 269 0259 Hannan-Cuinn criter. -2. 588358
F-statistic 2222542 Curbin-YWatson stat 0.951229
Prob(F-statistic) 0041922
E-views9 maliyy ilayiea (0 2 yuuall
Coltdl LN 7 350s Syl pudgs 2 0y G2
Dependent Variable: ROA_?
Method: Pooled Least Squares
Date: 10/31/20 Time: 15:20
Sample: 2015 2017
Included observations: 3
Cross-sections included: 68
Total pool (balanced) observations: 204
Variable Coefficient ~ Std. Error t-Statistic Prob.
DRS_? -7.70E-05 2.72E-05 -2.835239 0.0053
DRC_? -9.11E-05 6.88E-05 -1.322994 0.1881
C 0.046262 0.006955 6.651551 0.0000
Effects Specification
Cross-section fixed (dummy variables)
R-squared 0.611219 Mean dependent var 0.027010
Adjusted R-squared 0.411026 S.D. dependent var 0.065911
S.E. of regression 0.050583 Akaike info criterion -2.864413
Sum squared resid 0.342856 Schwarz criterion -1.725842
Log likelihood 362.1701 Hannan-Quinn criter. -2.403840
F-statistic 3.053151 Durbin-Watson stat 2.325473
Prob(F-statistic) 0.000000
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Redundant Fixed Effects Tests
Pool: DRC
Test cross-section fixed effects

Effects Test Statistic .t Prob.
Cross-section F 2 984463 (B7, 134} 0.0000
Cross-section Chi-square 186.288413 67 0.0000

Cross-section fixed effects test equation:
Dependent wariable: ROA_7?

rMethod: Panel Least Squares

Date: 10/31/20 Time: 16:16

Sample: 2015 2017

Included observations: 2
Cross-sections included: 68

Total pool (balanced) observations: 204

Wariable Caefficient Std. Error 1-Statistic Prob.
DRS_7 -6 00E-05 2 29E-05 -2 5063296 001320
DRC_7? 2.55E-06 5.24E-05 0.042TF21 09512
= 0.022101 0005647 5722147 00000
R-squared 0.021069 Mean dependent var 0027010
Adjusted R-sguared 0.021428 S.D. dependent var 0055911
S.E. of regression 0.055201 Akaike info criterion -2.6028097
Sum squared resid 0.854477 Schwarz criterion -2.559201
Log likelihood 269.0259 Hannan-Quinn criter. -2.5222582
F-statistic 2222542 Durbin-VWatson stat 0951229
FProb(F-statistic) 0.041922
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Dependent Variable: ROA_?

Method: Pooled EGLS (Cross-section random effects)
Date: 10/31/20 Time: 18:08

Sample: 2015 2017

Included observations: 3

Cross-sections included: 68

Total pool (balanced) observations: 204

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic ~ Prob.
DRS_? -6.75E-05 2.31E-05 -2.919964 0.0039
DRC_? -3.47E-05 5.40E-05 -0.642574 0.5212
C 0.041494 0.007834 5.296369 0.0000
Effects Specification
S.D. Rho
Cross-section random 0.041504 0.4024
Idiosyncratic random 0.050583 0.5976
Weighted Statistics
R-squared 0.045758 Mean dependent var 0.015543

Adjusted R-squared 0.036263 S.D. dependentvar 0.051548
S.E. of regression  0.050605 Sum squared resid 0.514737
F-statistic 4.819239 Durbin-Watson stat 1.570643
Prob(F-statistic) 0.009030

Unweighted Statistics

R-squared 0.027651 Mean dependent var 0.027010
Sum squared resid 0.857492 Durbin-Watson stat  0.942830
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Correlated Random Effects - Hausman Test
Pool: DRC
Test cross-section random effects
Chi-Sq.
Test Summary Statistic Chi-Sq. d.f. Prob.
Cross-section random 2.177088 2 0.3367

Cross-section random effects test comparisons:

Variable Fixed Random Var(Diff.) Prob.
DRS_? -0.000077 -0.000068 0.000000 0.5051
DRC_? -0.000091 -0.000035 0.000000 0.1866

Cross-section random effects test equation:
Dependent Variable: ROA_?
Method: Panel Least Squares

Date: 10/3

1/20 Time: 18:24

Sample: 2015 2017

Included o

bservations: 3

Cross-sections included: 68

Total pool (balanced) observations: 204
Variable Coefficient Std. Error t-Statistic  Prob.
C 0.046262 0.006955 6.651551 0.0000
DRS_? -7.70E-05 2.72E-05 -2.835239 0.0053
DRC_? -9.11E-05 6.88E-05 -1.322994 0.1881

Effects Specification

Cross-section fixed (dummy variables)

R-squared

0.611219 Mean dependent var 0.027010

Adjusted R-squared 0.411026 S.D. dependentvar 0.065911

S.E. of regression 0.050583 Akaike info criterion 2.864413

Sum squared resid  0.342856 Schwarz criterion 1.725842

Log likelihood 362.1701 Hannan-Quinn criter. 2.403840

F-statistic

3.053151 Durbin-Watson stat 2.325473

Prob(F-statistic) 0.000000

E-views9 zaliyy il yies (00 1 yiuall

2021 &lg> — 01 saall / 06 alxl|

ISSN: 2507-7244 ® Zol il | Aaiclly jLatia¥ly Jogeid! alome



Wil 9 5 phual| Clasr i | D y (o Jaladl JLL0 guly Byfa 30 ..o ol 390 B 3kra 9 5 31D i 4o

Al gdall Sl z3ges alusivnl Ayl z3gad Slelas giogs 16 03 Gl

Dependent Variable: ROA

Method: Panel EGLS (Cross-section random effects)
Date: 01/16/21 Time: 16:10

Sample: 2015 2017

Periods included: 3

Cross-sections included: 68

Total panel (balanced) observations: 204

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.
C 0.041494 0.007834 5.296369 0.0000
DRS -6.75E-05 2.31E-05 -2.919964 0.0039
DRC -3.47E-05 5.40E-05  -0.642574 0.5212
Effects Specification
S.D. Rho
Cross-section random 0.041504 0.4024
Idiosyncratic random 0.050583 0.5976
Weighted Statistics
R-squared 0.045758 Mean dependent var 0.015543
Adjusted R-squared 0.036263 S.D. dependent var 0.051548
S.E. of regression 0.050605 Sum squared resid 0.514737
F-statistic 4.819239 Durbin-Watson stat 1.570643
Prob(F-statistic) 0.009030
Unweighted Statistics
R-squared 0.027651 Mean dependent var 0.027010
Sum squared resid 0.857492 Durbin-Watson stat 0.942830
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