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The impact of the cash and operating conversion cycle and working capital turnover on
Operational performance: An empirical study on industrial companies listed on the Amman
Stock Exchange for the period (2012-2019)

Abstract:

This study aimed to examine the impact of the cash and operating conversion cycle and working
capital turnover on the operational performance of industrial companies listed on the Amman Stock
Exchange. The study sample consist of 35 companies during the period from 2012 to 2019. To
achieve the objectives of the current study and test its hypotheses, a simple and multiple linear
regression model was used via the E-views software.

The study reached several results, including the existence of a negative and statistically significant
impact of the cash and operating conversion cycle on the operational performance of Jordanian
industrial companies. Beside, there is no impact of working capital turnover on the operating
performance. The study recommendations the necessity of adopting policies that reduce the period
of the cash and operating conversion cycle and improve the rate of working capital turnover.

Keywords: Cash conversion cycle, Operating cycle, Working capital turnover, Operational performance.
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Gl Y1 3 Jalal) Sl Gy gy lunlly sail) Joatl 850 e JS dseal Jsaall B 83l mibull iy LS
cdalally Ayl a8 S ,al

Luhall Gl puiial Ggunpn Byl ddshias Qs (2) a8y Jgaad
variables | ICP | RCP |PDP  [OC  [ccc  |[wWCT |FAT
ICP 1
RCP -.045- 1
PDP -.080- .025 1
oC 583** .750** -.011- 1
CCC A432*%* .390** -.304-**  581** 1
WCT .012 .076 163** .084 -.083- 1
FAT .265** -.168-** -155-** 070 144* -085- 1
**_ Correlation is significant at the 0.01 level (2-tailed).
*, Correlation is significant at the 0.05 level (2-tailed).

55 (OC) .duad) aedll Juass 558 (RCP) .ogiaa)l digad 5 (ICP) .satill Jsaill 5y50 (CCC) 1o
AN JeaY) olysa Jaxa (FAT) L dalall JUl (ly (hsd (WCT) L4800 aedl slaws il 558 (PDP) L Jusesal
Cluadll jLas)
A dadadll ls) il
st 58 i ol ey s (51 Tpmpall aeiall add) sy s} ) (3) ) Jsaall B salgll il i
Bs0 SlisSe paan LB aa (0.91) (R2) sl Jales A citly Cum ¢ Ll oY) e gal) Joatll 5530 dle
528 LS .0.05 0 i AN (gt die (t-Statistic) Jlod) ded dagd) sl K55 oY) Ales b ol Jsal
B8y daal) ililual)l Juaat 853 ¢ Ggiaall Jigad 558 ) o Abiaally gaill Jsatll 80 ligSe muen o Jsaall il
S asa Waliay SV Auhall dum i ol S Aoy (0.05) (gsie ie Aflias) AVa il (A1) clilual) daw 58l
¥ dpelial) G il oY) e Lgilie paaas (g3l Joaill 890

Table 3 First Hypotheses Testing Result
Dependent hvoothesis Method: Panel Least Squares, Periods included: 8, Cross-sections included: 35, Total
Variable yp panel (balanced) observations: 280
Independent Variables Coefficient std. t-Statistic | Prob. | Result
=3 _ Error
SS ~ Cash  conversion cycle | i
% £ '<T: H1 (cco) 0.6469 0.182 3.5469 | 0.0005 | Accepted
g2 L Sub-hypotheses
©& std
Independent Variables Coefficient Errbr t-Statistic | Prob. Result
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Inventory Conversion | i Accepted
Ho1 Period (ICP) 2.0263 0.389 5.1963 0.0000
Recevable Collection Accepted
Hoz Period (RCP) -0.9782 0.226 -4.3174 | 0.0000
Hos Payable Deferral Period | ; ;o0 0248 | -5.9129 | 0.0000 | AAccepted
(PDP)
R-squared 0.91
Adjusted R-squared 0.89
F-statistic 57.977
Prob(F-statistic) 0.0000

tAll) duzjdll s gl

e Adle Ly 568 Lo Janial) 850 Ol oo Al Aubal) duiap sl ) (4) o) Jsaall 8 sl bl i
5ol Shatie o () @l 3 ) 3smg (A L yall Lyl 58 uiing 0.91 (R?) dad ity Cum L) oY)
t) dad dagill oda S5 LS LAl Cona (sl Lebad o3 adl V) (gamll Joaill 850 lisa e ein (» Al
e danmll Boal 536 dgag aaliey Al Auball dunf Jsd s ddey .0.05 e JH AN (g5 xe (Statistic
A ) L liall GlSal el oY)

Table 4 Second Hypotheses Testing Result

Dependent Variable

Method: Panel Least Squares, Periods included: 8, Cross-sections
included: 35, Total panel (balanced) observations: 280

. Independent - Std. t-
Operational Varigbles Coefficient Error Statistic Prob. | Result
performance Operating cycle
(FAT) (00) -2.0643 0.370 -5.5739 | 0.0000 | Accepted

R-squared 0.91
Adjusted R-squared | 0.90
F-statistic 62.689
Prob(F-statistic) 0.0000

PAAIY dua @) Lad) il

s dalall JLall Culy Ghygal Al Bsal) a2 g il ani diag AN Aubal) dumjd las] @il (5) a8y Jeaad) apm
A glh by dalall JL oy b L ol o landl gag ) lgaw 3 B Ay ¢ il ) < 0.90
skl Y e 55 98 Chaiie seag ) BLLYL (Gl 8 i) e (lSayly Slad) 8l 8 dealis
LY Auhall daajp (ady o dddes .0.05 AV (ggiue die Lilas) Jla e 43 (t-Statistic) Llaal cawsg 4l V)

Y1 deluall el el oY) e dalall Sl Guly hsal ST asag ades Waolees Al duajill Jod

Table 5 Third Hypotheses Testing Result

Dependent Variable

Operational
performance
(FAT)

Method: Panel Least Squares, Periods included: 8, Cross-sections
included: 35, Total panel (balanced) observations: 280

Inde_pendent Coefficient | Std. Error | t-Statistic | Prob. Result
Variables

Working

capital -0.01876 0.0130 -1.4429 0.1504 | Rejected
turnover
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R-squared 0.90
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F-statistic 55.3011
Prob(F-statistic) 0.0000
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