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WORKING CAPITAL MANAGEMENT / PROFITABILITY / MARKET VALUE

The objective of this research is to investigate the impact of working capital
management on firms® performance (profitability and market value). The Sample of
this study was 381 listed companies in the Stock Exchange of Thailand with no
financial sector. Secondary data collected from 2013 to 2017 was analyzed by using
descriptive statistics with mean, minimum, maximum, percentage, and inferential
statistics with One Sample t-test, One-Way ANOVA, and Structural Equation
Modeling. Independent variables are the working capital management strategies and
indicators. Working capital management strategies are consisted of working capital
investment policy (measured by total current assets to total assets ratio) and working
capital financing policy (measured by total current liabilities to total assets ratio).
Working capital management indicators are consisted of static and dynamic indicator.
In this study, return on assets and return on equity are the proxy of profitability, and
Tobin’s Q is the prosy of market value.

The results showed that the model is found to be consistent with the empirical
data; x2/df = 2.96, CFI = 0.973, GFI = 0.963, NFI = 0.962, RMSEA = 0.077 and
RMR = 0.074, which meets the criteria. The results manifested in two aspects:
1) profitability is significantly affected by the choice of conservative investment

policy and conservative financing policy with the correlation coefficient were 0.999



and -0.999, respectively. Moreover, there is the indirect effect on the market value
through profitability with the correlation coefficient were 0.137 and -0.150,
respectively. Therefore, conservative working capital management strategy is the
greatest performance. 2) the static working capital management indicator measured by
current ratio has positive significantly direct effect on profitability and market value
with the correlation coefficient were 0.777 and 0.088, respectively. And it also has
positive indirect effect on the market value through profitability with the correlation
coefficient was 0.098. However, the study shows that there is a negative direct effect
on of dynamic working capital management indicator (measured by cash conversion
cycle: CCC) on firm’s performances, both of profitability and market value with the
correlation coefficient were -0.792 and -0.193, respectively. CCC also has a negative
indirect effect on the market value through profitability with the correlation

coefficient was -0.099.
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