THE IMPACT OF WORKING CAPITAL ON THE PROFITABILITY OF FOOD
AND BEVERAGE COMPANIES IN MALAYSIA

NORAIN AZWANAH BINTI ABDUL JAMARIN
2017684092

Submitted in Partial Fulfillment of the
Requirement for the

Bachelor of Business Administration with Honors (Finance)

BACHELOR OF BUSINESS ADMINISTRATION
WITH HONORS (FINANCE)
FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI TEKNOLOGI MARA
SABAH

DECEMBER 2019



ACKNOWLEDGEMENT

First of all, thanks to Almighty Allah for giving me a blessing to complete this
research as it requires a lot of effort and patience. In order to complete the assignment,
it comes with a lot of difficulty particularly in understanding few terms and to
compile the chapter from one another. I also owed a special thanks to Dr. Mohd
Shamlie for accepting and giving me an opportunity to conduct this study throughout
this last semester. Furthermore, he also shared knowledge and giving motivation to
me and my teammates in making the project report. My most gratitude also to all my
supportive course mates for invaluable helps for teaching the way to use excel,
STATA programs, Data stream progress, and other information. Their contribution to

complete this study was highly appreciated.



TABLE OF CONTENTS

TITLE PAGE

DECLARATION OF ORIGINAL WORK
LETTER OF SUBMISSION
ACKNOWLEDGMENT

TABLE OF CONTENT

LIST OF DIAGRAM

LIST OF TABLE

LIST OF ABBREVIATIONS

ABSTRACT

CHAPTER1 INTRODUCTION
1.0 Introduction
1.1 Background of study
1.2 Problem Statement
1.3 Research Objective
1.4 Research Question
1.5 Scope of study
1.6 Limitation of study
1.7 Significance of study

1.8 Summary of chapter

CHAPTER 2 LITERATURE REVIEW

2.0 Introduction
2.1 Theory
2.2 Literature reviews

2.3 Conceptual Framework and Hypotheses

2.4 Summary of chapter

Page

il
il

v

vi
Vi
1X

viil

AN N W, BN

(e I e |

11
11



CHAPTER 3 RESEARCH METHODOLOGY

3.0
3.1
3.2
33
34
3.5
3.6
3.7
3.8
3.9
3.10
3.11

Introduction

Research design

Data Analysis

Data Collection

Sampling Technique

Data description and Measurement
Software Used

Estimation Procedure of Panel Data
Panel data analysis

Empirical Model

Hypothesis Development

Summary of chapter

CHAPTER 4 RESEARCH FINDINGS

4.0
4.1
42
43
4.4
4.5
4.6
4.7
4.8
4.9
4.10

Introduction

Descriptive Statistics
Stationary test

Poolability Test

Regression test
Multicollinearity test
Heteroscedasticity Test
Serial Corelation Test
Correlation Coefficient Test
Hypothesis testing

Summary of chapter

12
12
12
12
13
15
15
16
16
18
19
20
21

22
22
22
24
26
27
29
29
30
30
31
31

Vi



ABSTRACT
This study is to study the impact of working capital on the profitability of the food
and beverage companies in Malaysia. The property firm a selected form Bursa
Malaysia listed firm, the number of companies selected is 29 companies. The study
used secondary data for a period of five (5) years, from 2014 until 2018 and was
analyzed by using the aid of STATA software. Based on the robust test results, there
is four research hypotheses were formulated. Based on the research findings, the
pooled regression model has been used to identify the result of a relationship between
working capital management and firm’s profitability. The study found there is a
significant relationship between Inventory Turnover, and Account Receivable
Turnover with Return On Asset but insignificant relationship with Cash Turnover and
Account Payable Turnover. The Cash Turnover and Account payable Turnover is not
a major factor of the increasing in Return on Assets since the firm more prefer a buyer
to purchase on credit which the firm is evaluate the profitable of a company by credit
issue. Hence, the firm is recommended to monitor more to their business daily

operation since the Food and Beverage is a short term financing.



