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ABSTRACT 

Companies can use working capital management as an approach to influence their 

profitability. This paper studies the impact of working capital management and its 

components upon the profitability of public listed companies in Malaysian market. In 

this research, a sample of 93 public listed companies in Bursa Saham were selected 

for a period of 3 years from 2012 – 2014. This research have studied the effect of 

different variables of working capital management including the average collection 

period (ACP), inventories turnover (ITO), average payment periods (APP), cash 

conversion cycle (CCC), current asset to total asset ratio (CATAR) and current 

liabilities to total asset ratio (CLTAR) towards the return on asset (ROA). The data 

was analysed through the regression analysis to find out the impact of working 

capital management on profitability. Then, correlation analysis was used to find out 

the relationship between working capital management with profitability. Based on the 

findings, the results show that there is a significant negative relationship between 

ACP and CLTAR with ROA, then, a significant positive relationship with CATAR and 

ROA. The other variables which are APP, ITO and CCC have insignificant negative 

relationship with ROA. 

 

 

 

 

 

 



iv 
 

TABLE OF CONTENTS 

 

Table ............................................................................................................... Pages  

TITLE PAGE  ............................................................................................................. I 

DECLARATION OF ORIGINAL WORK   .................................................................. II 

LETTER OF TRANMITTAL ..................................................................................... III  

ACKNOWLEDGEMENT   ........................................................................................IV 

ABSTRACT   ........................................................................................................... V 

TABLE OF CONTENTS    ........................................................................................VI  

LIST OF TABLES   ..................................................................................................IX 

LIST OF FIGURES   ................................................................................................ X 

CHAPTER 1: INTRODUCTION ................................................................................ 1 

1.1 Background of study ...................................................................................... 1 

1.2 Problem statement ......................................................................................... 3 

1.3 Objectives of the study ................................................................................... 4 

1.4 Hypotheses .................................................................................................... 5 

1.5 Significance of study ...................................................................................... 7 

1.6 Conceptual Framework .................................................................................. 8 

1.7 Scope of the Study ......................................................................................... 9 

1.8 Limitations of the Study .................................................................................. 9 

1.9 Definition of Terms ....................................................................................... 10 

CHAPTER 2: LITERATURE REVIEW .................................................................... 11 

2.1 Literature Review or Underlying Theory ....................................................... 11 



v 
 

 2.1.1 Operating cycle theory ..................................................................... 11 

2.1.2 Risk and return theory ...................................................................... 12 

2.1.3 Agency theory .................................................................................. 12 

2.2 Empirical Evidence on Working Capital Management .................................. 14 

CHAPTER 3: RESEARCH METHODOLOGY ......................................................... 26 

3.1 Research Design.......................................................................................... 26 

3.2 Data and Sampling Design ........................................................................... 26 

3.3 Data Collection Method ................................................................................ 27 

3.4 Definition and Variable Selection .................................................................. 27 

3.5 Procedure of Data Analysis .......................................................................... 29 

3.5.1 Descriptive analysis ......................................................................... 29 

3.5.2 Multicollinearity Test ......................................................................... 31 

3.5.3 Heteroscedasticity Test .................................................................... 33 

3.5.4 Autocorrelation Test ......................................................................... 35 

3.5.5 Multiple Regression Analysis............................................................ 36 

3.5.6 R-Squared........................................................................................ 37 

3.5.7 F-test................................................................................................ 38 

3.5.8 T – Test ............................................................................................ 39 

3.5.9 P – Value ......................................................................................... 40 

3.6 Hypothesis Testing ....................................................................................... 41 

CHAPTER 4: FINDINGS AND ANALYSIS .............................................................. 42 

4.1 Descriptive Statistic Analysis ........................................................................ 42 

4.2 Multicollinearity Analysis .............................................................................. 45 


