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Abstract - Working capital management is considered one of the main financial streams of financial literacy. This paper 

examines the factors. That could define the fluctuation in working capital investment level. Mainly this research focuses 

on the firm-specific and macroeconomic determinants of working capital in the context of the Pakistan sugar industry. 

This study used a panel data set of 22 listed sugar firms from the Pakistan stock exchange for a duration of 6 years from 

2013 to 2018. Cash conversion cycle (CCC) and working Capital ratio act as WCM proxy. The factors, firm value, 

growth opportunity, financial stability, and firm size as a firm-specific determinant and real GDP used as a 

macroeconomic determinant of working capital. For analysis, Panel least square with random effect used for regression 

analysis. The finding shows that firms size, firm value, growth opportunity, real GDP significantly correlated with the 

duration length period of the Cash conversion cycle. The finding also suggests that firm leverage, firm value, and growth 

opportunities significantly impact WCR. The implications are proposed for the industry and directions are provided for 

the policymakers. 
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INTRODUCTION 

Managing short-term assets and short-term liability essential function of financial management. It's the key factor that 

reduces bankruptcy chances, avoid liquidity, and solvency issues  (Iftikhar, 2013). It also plays an important role in the 

attainment of financial management's ultimate goal of shareholder wealth maximization (Moussa, 2019). WCM involve 

decide about the level of short term assets and liability, and decide funding financing resources (Salawu & Alao, 2014a). 

working capital management deals with short term assets financing decision making. Its management objective is to 

ensure that firms will have enough future cash flow that can fulfill operating financing needs as well as payment of debt 

obligations (Fidel Anake Atseye, 2015). Working capital management is significantly important; it influences on firm 

financial performance, liquidity risk, and also firm value (Pambayun Kinasih Yekti, 2019). A firm’s value attracts 

prospective investors which are crucial for a firm's sustainable growth (Appuhami, 2008). Firm value can be increased 

by setting liquidity ratios at their optimal level. Thus the shareholder wealth can be maximized through maintaining a 

minimum level investment on current assets and careful control of current obligations (Nyeadi et al., 2018).  It is really 

necessary to carefully and continuously analyze the liquidity of firms to help managers make sure availability of capital 

to pay off firm debt obligation at the time of their maturity as well as pay daily operating expenses and reduce idle 

investment in the short term assets (Abbadi & Abbadi, 2012).  

Working capital is one of the main streams of financial literacy. The researcher identifies the liquidity level as a key 

factor that firms from failure or bankruptcy especially under an economic recession environment.. it is expected from 

sustainable financial management to strive for a delicate balance between short-term assets and obligations by choosing 

the right amount of investment in working capital. optimal working capital helps to get a trade-off between risk and firm 
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value (Wasiuzzaman & Arumugam, 2016). There are three mainstream i:e capital structure, capital budgeting, and 

working capital management on which corporate finance discipline is based upon. Capital structure and capital budgeting 

gathered more attention of financial researchers as compare to WCM and a considerable large ratio of corporate finance 

literature consists of these two-stream (Moussa, 2019). Working capital has been ignored up in both empirical and 

theoretical literature. Traditionally Working capital view as a balance sheet item which not really contribute to 

shareholder wealth maximization (Kwenda, 2014). More ever the literature regarding working capital mainly discusses 

its impact on financial performance less empathizes on that factor which defines firms' behavior of working capital   

(Ajid Ur Rehman, 2017). The financial management objective did not end up with determining the optimal level of 

working capital and its component but also needs to the extent to identify the factors which can influence working capital 

management (Moussa, 2019). Financial literature divides the determinant of working capital management into three 

categories i) Firms specific factor ii) industry factor iii) macrocosmic factors. The determinant of working capital 

fluctuates with the period and industry nature and macroeconomic condition (Boisjoly, 2020). (Farhan Akhtar et al., 

2011) empirically proved that the impact of economic condition, industrial factor, and firm-specific factors fluctuate 

from industry to industry.  

The importance of working capital increases, especially in emerging economies. Because under developing economics 

normally firms are small in size and under the growing stage also have limited access to the capital market. Furthermore, 

comparable high-interest rate,  Poor governor mechanism, political instability, and underdevelopment formal financial 

policies. These are attributes of developing economies that make it more challenging to identify the optimal level of 

working (Çetenak et al., 2017) (Allen et al., 2012). Pakistan is a developing economy so the working capital policy is 

vital for the survival of Pakistani firms.  

The main objective of this study is to investigate the impact of the different firms' specific, economic conditions on 

working capital determination in the context of the Pakistan sugar industry.  

 

LITERATURE REVIEW 

Working capital management is all about striving for a delicate balance between components of short term assets and 

short term liabilities (Afrifa, 2016). It is noted that Working capital management is based on two fundamental decisions 

or policies. I) Current assets investment policy that deals with the volume of capital required to invest in a current asset. 

ii) current assets financing policy which dealt with the development of an appropriate mixture of short and long financing 

options for current asset investment (Sonia Baños-Caballero, 2016). It is still challenging for financial management to 

identify that factor that affects short term asset investment and financing policy. WCM process involves the identification 

of the optimal level of capital tied up in inventories, Account receivable, and level of cash  (Darun, 2011). Determination 

of optimal level reduces the possibility of under and over-investment in short-term assets. If the current asset is 

overinvested its means extra fund ties up in current assets which are idle utilization of fund and have opportunity cost 

which creates a negative impact on firm value (Kieschnick et al., 2013). Management can reduce financing costs and 

make sure of the availability of capital for business expansion by reducing the investment in the current asset and the 

side, under-investment in current assets negatively influences firms' value-enhancing projects (Chauhan & Banerjee, 

2018). A sufficient level of the fund in current assets help management defy contingencies such as fluctuation in 

inventory price and helps to build up a profitable relationship with customers through credit sale facilities (Petersen & 

Rajan, 1997). So the optimal level of working capital can be identified through the trade-off between bankruptcy risk 

and efficiency that’s lead to maximize firm value (Howorth & Westhead, 2003; Wasiuzzaman & Arumugam, 2013). 

There is no single approach available which appropriate to determine the requirement of capital for working capital. The 

optimal level of working capital varies with industries and business nature and business history (Ali, 2013; Eljelly, 2004; 

Manaa & Abrar ul Haq, 2020). Literature itself indicates the determinant of working capital fluctuates with the period 

and industry nature and macroeconomic condition. Farhan Akhtar et al., (2011) conduct a study to determine the impact 

of different macroeconomic and firm-specific working capital requirements in the Pakistan context. firms leverage, net 

cash flow, firm growth, return on asset, and firm size use as firm-specific, and business cycle, industry growth, gross 

domestic product & unemployment rate used as the macroeconomic independent variable. A data of 137 firms from 4 

different industries had been taken over the time 2000 to 2007. The result of the study suggests that the behavior of 

working capital requirements varies from industry to industry. It further notes that independent variable influence ability 

differs from industry to industry. (Razali Haron, 2016) research to analyze the changes in the determinant of working 

capital before, during, and after the financial crisis of 2008 in the Malaysian context. They used a balanced panel data 

set of 57 Malaysian firms for the years 2002 to 2012. The finding suggests that leverage and free cash flow has a different 

impact on WC before, during, and after the financial crises.  

There are some studies which neglected the impact of economic recession and macroeconomic factors as a working 

capital determinant through their result in some perspective. (Pambayun Kinasih Yekti A. D., 2019) determine the impact 
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of economic condition with firm-specific factors on working capital with the contextual role of firm age and firm size. 

they noted a significant impact of the economic condition on WC and this relationship also varies with firm size and age.  

. Another study was conducted by (AL Taleb et al., 2010) to determine the factor which most influences working capital 

requirement. They gathered data from 82 Jordan listed firms from 2005 to 2007 and Used the panel OLS model for 

regression analysis. Use different firm-specific and GDP as macroeconomic predators variables. they conclude the result 

that a firm's specific variable includes operating flow, sale growth, and firm value positively and debt financing 

negatively associated with firms working capital requirement while the result indicates GDP has not significantly 

impacted on the working capital ratio. Another study was conducted by Abbadi & Abbadi, (2012)  to evaluate the factors 

that determine working capital management in Palestine’s context. A data set of 11 companies for the period of 2004 to 

2011 had been taken. Use working capital indicator cash conversion cycle as the dependent variable., operating cash 

flow, firms profitability, and leverage act as the firm-level independent variable. real GDP and the interest rate on loans 

and advances use the macroeconomic level independent variable. The result of the study gives the evidence CCC, firm 

profitability, operating cash flow positively, and firms leverage and size are negatively associated with working capital 

ratio. both macroeconomic real GPD and interest rate do not significantly impact on working capital ratio.  

Despite some studies, most researchers found economic recession as a strong indicator of working capital management. 

Yadav et al., (2009) argue based on their study result the optimal level of WC policy fluctuates over time due to variation 

in the economic recession. Firms adopt assertive working capital policy when the economy is highly volatile and 

unstable. Implement an aggressive working capital policy under stable economic conditions (Filbeck & Krueger, 2005). 

At boom, economic sessions firms increase the investment on fixed assets to improve productivity (Akinlo, 2012). 

Several studies provide evidence in favor of this argument. The research taken by (Salawu & Alao, 2014b) investigates 

the determinants of the working capital of the manufacturing sector in the Nigerian context. They take a sample of 60 

listed manufacturing companies for the period of 2000 to 2009. In their study, they used the working capital ratio as a 

WCM proxy. Use real GDP as a macroeconomic predicting variable and firm size, leverage, and sale growth use as the 

firm-level independent variable. The result of the study gives evidence that GDP, sales growth, and firms size positively 

and leverage negatively influence firm WCR. (Çetenak et al., 2017)  conducted a study to answer a question: does 

economic recession or development matter for working capital? in their research, they focus on emerging economies. 

Their data consist of 1253 companies across 14 developing countries. WCR acts as a dependent variable. independent 

variables divided into categories. Firm-level independent variables include ROA, Tobin's Q & Z score. Industry-level 

predictor variables include the HHI index and country-level independent variables include exchange rate, Lerner 

exchange, inflation rate, credit for the private sector, and rule of law index. The result shows that indicating industry 

level and country level independent variable Z-score, HH index, exchange rate, Lerner index, and rule of law 

significantly positive, and private sector credit has a significant negative impact on WCR. In this context, another study 

conducts by (Manoori & Muhammad, 2012) to empirical analysis the determinant of WCM in the Singapore context. To 

explore WCM determinants, they use data from 94 listed firms. use CCC as a WCM proxy. The result of this also gives 

evidence real GDP significantly influences the firm cash conversion cycle. Zariyawati et al., (2016) also, provide 

consistencies to argue that macroeconomic factors matter for working capital behavior.  

Literature also indicates industry-level factors are also contributing to determining the WCM optimal level. Working 

requirement significantly differs from industry to industry. Firms from a particular industry have typical norms regarding 

credit policy (Chauhan & Banerjee, 2018; Radhi, 2020). Nyeadi et al., (2018) noted their study manufacturing companies 

require a large amount of capital as compared to trading firms. Retail stores need to invest in good inventory whereas 

utility firms require low working capital requirements because they do not need to require ties up their capital in inventory 

and account receivable. Similarly, (Akinlo, 2012)  observed that working capital requirement differs from one 

manufacturing industry to another because each manufacturing industry operating cycle and cash conversion cycle are 

distinct from others. In this perspective, (Mongrut, 2014) analyzes the determinant of working capital in the Latin 

American context through their study. They use cross-country data of 9254 firms from Brazil, Argentina, chili, and 

Mexico over the period 1996 to 2008. Use OLS with a fixed and quantile regression model for regression analysis. WCM 

determines through CCC which act as dependent variable and HHI index and industry average CCC consider as industry 

level independent variable. The result of the study indicates both industry-level variables significantly influence CCC at 

a 99% significant confidence level. Both variables have a positive impact on CCC. (Chauhan & Banerjee, 2018) had 

conducted a study to evaluate the optimal level of working capital in emerging markets and used a large data sample of 

17161 manufacturing firms from India over the time period 1993 to 2014. And used the CCC medium of manufacturing 

medium firms as industry level predictor variables. Result of the study noted the CCC of medium firms has signed with 
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a 1% confidence interval impact on working capital proxy CCC (Ali, 2013) and Çetenak et al., (2017) also concluded 

through their findings that the industrial factor significantly defines WCM.  

Additionally, some studies focused on determining the impact of corporate governance on working capital. The theory 

in the wake of if the board is more independent it will lead to effective management monitoring, improve management 

practices, and help to decrease cash conversion cycle duration (Wasiuzzaman & Arumugam, 2013). The Independence 

board put in a strict control policy and minimized the investment in working capital which helped to decrease CCC. On 

the other hand, some researchers show the ineffectiveness of board size and independence due to vague hiring processes. 

Management established a board to only comply with a legal obligation. (Rehman et al., 2017).  To explore the impact 

of the corporate governance mechanism of working capital management (Zariyawati et al., 2016) conduct a study in the 

Malaysian context in which they take a sample of 119 firms for the years of 2000 to 2006. With several independent 

variables, they take the proportion of independent directors as the firm's governance mechanism proxy. The result 

indicates an insignificant negative impact on the proportion of independent directors on WCM. But in Another study  

(Zariyawati et al., 2016)  uses executive compensation as a board mechanism representation. The finding of the study 

gives evidence that WCM is significantly affected by executive compensation. To investigate the key working capital 

management factor in the Brazilian market (Palombini & Nakamura, 2012) consider research in which they examined 

WCM through the different firm-level and corporate governance factors. They use a data set of 96 Brazilian listed firms. 

use the number of the outside director as governance mechanism predictor variable and panel GLS model used for 

regression analysis. The finding indicates that the number of outside directors has a significant positive impact on WCM. 

But on the other side (Azami & Tabar, 2016; Rehman et al., 2017; Wasiuzzaman & Arumugam, 2013) noted in their 

studies result that corporate governance is not significantly associated with Working capital level. 

CONCEPTUAL FRAMEWORK  

 

 

 

 

 

 

Figure 1: Conceptual Framework 

Hypothesis 

H1a: Growth opportunity has a significant impact on the cash conversion cycle (CCC). 

H1b: Growth opportunity has a significant impact on the working capital ratio (WCR). 

H2a: Firm size has a significant impact on the cash conversion cycle (CCC). 

H2b: Firm size has a significant impact on the working capital ratio (WCR). 

H3a: Firm value has a significant impact on the cash conversion cycle (CCC). 

H3b: Firm value has a significant impact on the working capital ratio (WCR). 

H4a: Firm stability has a significant impact on the cash conversion cycle (CCC). 

H4b: Firm stability has a significant impact on the working capital ratio (WCR). 

H5a: Real GDP has a significant impact on the cash conversion cycle (CCC). 

H5b: Real GDP has a significant impact on the working capital ratio (WCR 

METHODOLOGY 

Research Design 

The study follows a positive research philosophy and a quantitative approach has been used to examine the determinant 

of working capital. The basic purpose of the research is to explain the impact of macroeconomic factors, industry level 

component, and firm-specific factor on working capital proxy in the Pakistan sugar industry context so the purpose is 

exploratory. Study data is secondary. Since the data set of 22 PSX listed sugar firms from the period of six years from 

2013 to 2018 has been used so data further categorize as panel data.  

Growth Opportunity  

Firm Size 

 Firm value 

Firm stability  

Real GDP 

WCM 
(CCC & WCR) 
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Data Sources 

To examine the determinant of working capital management in the seasonal production industry a sample of 20 sugar 

has been selected which are listed in the Pakistan stock exchange. There are 29 sugar firms listed on the Pakistan stock 

exchange; we selected 22 bases on financial Data availability. The has been collected for a period of 6 years from 2014 

to 2018. Data has been calculated from the state bank of Pakistan's (Central Bank) financial statement analysis report 

and Pakistan stock exchange website. The macroeconomic variables real GDP originate from world bank resources.  

Regression Models 

Model 1: 𝐶𝐶𝐶 =  𝛽0 + 𝛽1𝑠𝑖𝑧𝑒 + 𝛽2𝑇𝑜𝑏𝑖𝑛𝑠 𝑄 + 𝛽3𝐺𝑟𝑜𝑤𝑡ℎ + 𝛽5𝑍𝑠𝑐𝑜𝑟𝑒 + 𝛽7𝐺𝐷𝑃+ ∈ 

Model 2: 𝑊𝐶𝑅 =  𝛽0 + 𝛽1𝑠𝑖𝑧𝑒 + 𝛽2𝑇𝑜𝑏𝑖𝑛𝑠 𝑄 + 𝛽3𝐺𝑟𝑜𝑤𝑡ℎ + 𝛽5𝑍𝑠𝑐𝑜𝑟𝑒 + 𝛽7𝐺𝐷𝑃+ ∈ 

 

Table 1: Variable Description 

Variables Proxies Computation  Data source 

Dependent Variable    

Working capital ratio WCR (Current asset – Current Liability)/Total Asset Financial statements 

Cash conversion cycle CCC (Inventory turnover in day + Receivable 

Turnover In days – Payable in days 

Financial statements 

Independent Variable   

Growth opportunity Percentage 

growth in sale 

revenue 

(Total revenuet - total Revenuet-1)/ total Revenuet-

1 

Financial statements 

Firm size Log size Natural log of total assets Financial statements 

Firm Value Tobin Q ratio Total Market Value/Total asset value Financial statements 

Stability Position Altman Z 

score 

1.2*(WC/TA)+1.4(Retain 

earn/TA)+3.3(EBIT/TA)+0.6(capitalization/TL) 

+(Sale/TA) 

Financial statements 

Economic Condition Real GDP  World bank 

 

FINDING AND ANALYSIS 

Panel Unit Root Test 

The due time-series dimension of our study data panel Unit root test has been applied to determine either data is stationary 

or non-stationary. Data having non-stationary property could be lead to spurious conclusions in regression analysis. 

Levin-Chin-Chu test has been employ to analyze whether data contain unit root or stationary. Levin-Chin-Chu test is 

suitable stationery when panel data (N) cross-section are greater than time (T). Since our study data has 22 cross-sections 

over 6 year time sections. Levin-Chin-Chu test was found suitable to test unit root. This model test the following 

hypothesis. 

 

H0: The panel contains a unit root  

H1:  The panel is stationary.  

The finding of the Levin-Chin-Chu test shows that the p-value of all index variables is less the 0.05. Which statistically 

evidence that data of all variables are stationary at level. 

 

Table 2: Unit Root Test 

Variable t-Statistic  P-value Status  

CCC -4.84441 0.0000 Level  

WCR -6.62142 0.0000 Level  

Growth oppo -11.1963 0.0000 Level  

Size -8.62774 0.0000 Level  

Q-ratio -7.31438 0.0000 Level  

Z-score -10.7838 0.0000 Level  

real GDP -13.9987 0.0000 Level  
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Descriptive Analysis  

Table 3 shows the descriptive variables. The average growth of revenue of selected sugar firms was 0.0884 with a 

standard deviation of .3387. The descriptive finding also shows the mean log size is 15.513 and it varies between the 

minimum 13.69 and maximum range 20.52776. Tobin's Q ratio which is used to determine firm value arithmetic mean 

found equal to 0.3175 indicates the assets of firms are undervalued means the cost to replace a firm's assets is greater 

than the value of its stock. The descriptive analysis also reveals during the period 2013 to 2018 the average GDP of 

Pakistan was 5.118 with an S.D of 0.5394. Altman Z-score which as a firm stability indicator Average found equal to 

1.27 which reveals on average firms lies in the distress zone.    

 

Table 3: Descriptive Analysis  

 GROWTH SIZE Q_RATIO REAL_GDP Z_SCORE CCC LWCR 

 Mean  0.088465  15.51356  0.317538  5.118833  1.274237  23.08557 -0.602289 

 Median  0.045815  15.19958  0.257676  5.129000  1.413632  19.22433 -0.533425 

 Maximum  1.421599  20.52776  1.259223  5.830000  3.772113  205.2751  0.156026 

 Minimum -0.653742  13.69263  0.006547  4.396000 -2.894232 -158.6733 -1.551384 

 Std. Dev.  0.338768  1.360764  0.254113  0.539470  1.148166  70.56403  0.365010 

 Skewness  1.047118  2.276993  1.626524 -0.014352 -0.586175  0.137560 -0.493760 

 

Correlation Analysis 

Table 4 shows the Pearson correlation analysis of study variables. which is used to determine the statistical association 

between two variables.  All correlation values among independent variables are less than 0.5 and greater than -0.5. 

indicate a weak association between independent variables. which neglect the possibility of multicollinearity issues. 

 

Table 4: Correlation Matrix 

 GROWTH SIZE Q_RATIO GDP CCC LWCR Z_SCORE 

GROWTH 1.000       

LSIZE 0.103 1.000      

Q_RATIO 0.101 0.007 1.000     

GDP 0.126 0.139 0.147 1.000    

CCC -0.096 0.265 -0.149 0.185 1.000   

LWCR 0.061 -0.015 0.011 0.029 0.362 1.000  

Z_SCORE 0.222 0.044 0.293 -0.132 0.187 0.699 1.000 

 

Regression analysis 

Hausman Test has been applied to selection between fixed effect and random effect has been applied in both models. 

The P-value found 0.521 and 0.334 in 1st and 2nd regression model respectively which greater than 0.05 on that basis it 

has been concluded panel regression with a random effect model is suitable for regression analysis. 

Table 5 shows the finding of regression model. P-value F-statistic value confirms the significance of the overall model. 

Adjusted R-square value 0.198 indicates 19% variability in CCC defined by model-independent variable. F-statistic P-

value also proves the significance of the 2nd regression model. 2nd model Adjusted R-square value indicates almost 47% 

fluctuation in WCR defines by model predicting variables.  

The coefficient value -41.83 and P-value 0.0121 of growth opportunity evidenced a significant negative impact of growth 

opportunity on duration length of CCC. so we accept alternate hypothesis H1a. but the 2nd regression model neglects 

the significant correlation between growth opportunity and working capital ratio. Therefore we can’t reject the null 

hypothesis The opposite link growth opportunity and CCC duration can be described as firms experiencing high revenue 
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growth. It tends to motivate firms to invest in long term assets to sustain the growth As per pecking order theory firms 

firstly prefer internal funding resources when they require more funds and management reduces the investment in short 

term assets to spare up more capital.     

Firm size on the other hand shows a strong and positive influence on the CCC duration at a 1% confidence interval. So 

we accept the alternate hypothesis H2a. In the 2nd regression model  Firm size coefficient value 0.020 sign the negative 

impact and p-value 0.054 which greater than 0.05 but less 0.10 indicate significant impact  90% level of significance. 

Here we also accept the alternate hypothesis H2b. These findings are in line with Baños-Caballero et al., 2013; 

M.Moshin  Hafeez, 2018; Manoori & Muhammad, 2012; Mongrut et al., 2014) research findings. We can conclude it as 

compared to small size firm large firm has less chance for failure to pay off their short term obligation and better access 

in the capital so the large firm can hold up lower investment in current asset and fulfill their cash need through borrowing 

under favorable condition (Wasiuzzaman & Arumugam, 2013). 

Regression finding also shows a strong significant opposite correlation between firm value and the duration of the cash 

conversion cycle. The Coefficient and P-value value of Tobin’s Q ratio also prove a highly significant negative impact 

of firm value on the 2nd proxy of working capital management WCR. This confirms the argument provided by (Hill et 

al., 2010) that firms share stock market performance reflecting efficient working capital management. Investors valued 

the firm's stocks which held an investment in working capital components at a lower level. (Kieschnick et al., 2006; 

Wasiuzzaman & Arumugam, 2013) (Gill & Biger, 2011; Hill et al., 2010) Researches result also provides consistency 

to this argument that firms value inversely related to the networking capital. higher firm value could be attained through 

shortening the period of the cash conversion cycle because the short duration of the cash conversion cycle reflect 

management effective investment policy (Moussa, 2019) 

1st model regression results also show that firm stability significantly contributes to extending the CCC period length. 

Findings concerning the impact of firm stability on working capital ratio show a significant positive impact of Altman 

Z-score on WCR at 99% level of significance in the 2nd regression model. These findings can be interpreted as a stable 

position makeable management to take more risks to improve the financial position of the firm. so the manager reduces 

short-term asset investment level and the firm's stable position makes it easy to get borrowed funds to fulfill the working 

capital requirement from the financial market at favorable terms, therefore, resulting in a surge in short term liability. 

Findings concerning Macroeconomic predicting variable real GDP reveal that better economic conditions significantly 

lead to expansion of the CCC duration period in Pakistan sugar industry context. it also reveals a positive influence on 

working ratio. with the findings of (Zariyawati et al., 2016) and  Baños-Caballero et al. (2013).  Rehman et al., (2017) 

provide a logical reason behind the positive link between WC investment and GDP that under economic boom 

circumstances firms will have an abundance of funds. The firms lessen worries regarding fund generation so there will 

not be a need to squeeze the working capital fund. Thus the duration of CCC increases. 

 

Table 5: Regression Model 

Variable  CCC  WCR 

 Coefficient Prob  Coefficient Prob 

C -340.9057 0.0000  -0.143744 0.4695 

GROWTH_OPPORTUNIT -41.83837 0.0121 
 

-0.054223 0.2070 

LSIZE 12.27238 0.0026  0.020179 0.0540 

Q_RATIO -74.12730 0.0013  -0.188817 0.0016 

Z_SCORE 20.49814 0.0001  0.137821 0.0000 

REAL_GDP 34.13335 0.0014  0.063726 0.0203 

Adjusted R-squared 0.198997    0.476583 

S.E. of regression 63.15393    0.150024 

F-statistic 6.912752    22.67041 

Prob(F-statistic) 0.000011    0.000000 

Durbin-Watson stat 1.240953    0.583477 

 

CONCLUSION AND RECOMMENDATION 

This research has been conducted to investigate the impact of firm-specific and macroeconomic factors on Working 

capital management in the Pakistan sugar industry context. We take firm growth opportunity, firm size, firm value, and 

firm stability, take as firm-specific and Real GDP use as a macroeconomic determinant of working capital management 

and use two proxies of working capital management including Cash conversion cycle and working capital ratio as 

dependent variables. A panel data set of 22 listed sugar firms had been selected for 6 years. Panel Generalized least 



iKSP Journal of Business and Economics (2021) 2(1): 9-17 

16 

 

squares model with random effect had been used for regression analysis. The finding suggests that CCC significantly 

and inversely affected growth opportunities but it reveals no significant impact on WCR. The results of the generalized 

least square model also show that firm size, financial stability, and real GDP significantly and positively correlated with 

both proxies of working capital. Firm value indicator Z-score shows a significant opposite impact in both regression 

models.  

Notwithstanding the robustness of this work, certain limitations could not be avoided. This investigation is finite to the 

Pakistan sugar industry context. The behavior of these determinants could vary in other manufacturing and retail sectors 

and it could be different economies as well. Further due Limited scope of data in this study we're not exploring the 

impact of other factors such as corporate governor mechanism, industrial factor, and other macroeconomic factors. so 

for future research direction, we recommended it can be expanded by including all these factors. further, we also 

recommend an expansion of the number of firms and an increase in the period. 
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