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impRovEmEnT of qualiTy analysis

Current study analyses the relationships between working capital management and profitability for 
Kazakhstan firms. Previously no studies have been conducted on the same topic in Kazakhstan, and 
therefore there is no available empirical evidence on the issue. The analyses are based on the OLS regres
sion and covariance analysis applied to the sample of 133 firms listed in Depositary of Financial State
ments. The empirical results found the significant relationship between working capital management 
and firms’ operating performance. Firms with better working capital management determined by shorter 
cash conversion cycle were more profitable than those with longer cash conversion cycle. The results 
of the study indicate that owners and managers of firms can improve overall operating efficiency and 
profitability by reducing cash conversion cycle to the reasonable minimum: avoid excessive inventory 
balances, decrease receivables collection period, and defer payments to suppliers. The study contributes 
to the existing literature by examining the effect of working capital management on profitability in the 
context of the emerging market of Kazakhstan.
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Н.А. Товмa, К.Т. Акимбaевa

сaпaлық тaлдaуды же тіл ді ру

Бұл жұ мыстa қaзaқстaндық компa ниялaрдың aйнaлым кaпитaлын бaсқaру тиім ді лі гі мен 
тaбыс ты лы ғы ның өзaрa бaйлaны сы тaлдaнғaн. Қaзaқстaн Рес пуб ликaсындa бұл сұрaқ бо йын
шa жaлпы қол же тім ді зерт теу лер нә ти же ле рі жоқ болғaндықтaн эм пи рикaлық дә лел деу лер де 
жоқ. Жұ мыстa ең aз қaлдықтaр әді сі мен рег ре сия тaлдaуы, со ны мен қaтaр Қaржы лық Есеп ті
лік Де по зитaрийі нен aлынғaн aқпaрaттaр бо йын шa 133 компa ния aрaсындa ірік теу не гі зін де 
aйнымaлылaрдың ковaриaцион дық бaйлaны сы ның тaлдaуы жaсaлғaн. Эм пи рикaлық тaлдaу нә
ти же ле рі компa ниялaрдың aйнaлым кaпитaлын бaсқaру тиім ді лі гі мен оперaцион дық пaйдaсы 
aрaсындa едәуір бaйнaлыс бaр екен ді гін aнықтaды. Қолмaқол aқшaның aйырбaстaлу ке зе ңі 
қысқa мер зім ді бо лып ке ле тін, яғ ни aйнaлым кaпитaлын aнaғұр лым тиім ді бaсқaру шы компa
ниялaр қолмaқол aқшaның aйырбaстaлу ке зе ңі ұзaғырaқ уaқытқa со зылaтын компa ниялaрмен 
сaлыс тырғaндa не ғұр лым тaбыс ты бо лып шық ты. Жұ мыс тың нә ти же ле рі қaзaқстaндық компa
ниялaрдың иеле рі жә не ме не дж мен ті оперaцион дық тиім ді лік ті, де мек, қолмaқол aқшaның 
aйырбaстaлу ке зе ңін ең тө мен гі мүм кін болaтын дең ге йіне де йін  қысқaрту жо лы мен тaбыс ты лы
ғын кө те ре aлaды. Бұл жұ мыс дaму шы Қaзaқстaн нaры ғы мысaлындa компa ниялaрдың aйнaлым 
кaпитaлын бaсқaру тиім ді лі гі мен тaбыс ты лы ғы ның өзaрa бaйлaны сын зерт тей ке ле ғы лы ми әде
биет тер ге қосқaн үлес бо лып тaбылaды. 

тү йін  сөз дер: aйнaлым кaпитaлы, қолмaқол aқшaның aйырбaстaлу ке зе ңі, рентaбель ді лік.

Н.А. Товмa, К.Т. Акимбaевa

со вер шенст вовa ние кaчест вен но го aнaлизa

Дaннaя рaботa aнaли зи рует взaимос вязь меж ду эф фек тив нос тью упрaвле ния обо рот ным 
кaпитaлом и при быль ностью кaзaхстaнс ких компa ний. Нет об ще дос туп ных ре зуль тaтов исс ле
довa ний по дaнно му воп ро су в Рес пуб ли ке Кaзaхстaн и, сле довaтельно, от су тс твуют эм пи ри
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чес кие сви де тель ствa. В рaбо те ис поль зовaн aнaлиз рег рес сии ме то дом нaимень ших остaтков, 
a тaкже aнaлиз ковaриaцион ной зaви си мос ти пе ре мен ных, при ме нен ных к вы бор ке из 133 
компa ний, ин формaция по ко то рым былa по лу ченa из де по зитaрия финaнсо вой от чет нос ти. Ре
зуль тaты эм пи ри чес ко го aнaлизa выяви ли знaчи тель ную взaимос вязь меж ду эф фек тив нос тью 
упрaвле ния обо рот ным кaпитaлом и оперaцион ной при былью компa ний. Компa нии с бо лее эф
фек тив ным упрaвле нием обо рот ным кaпитaлом, вырaженном в бо лее ко рот ком цик ле кон вер
сии нaлич нос ти, окaзaлись бо лее при быль ны ми по срaвне нию с компa ниями, в ко то рых цикл 
кон вер сии нaлич нос ти зa нимaл бо лее дли тель ный пе ри од. Ре зуль тaты рaбо ты укaзывaют нa то, 
что влaдель цы и ме не дж мент кaзaхстaнс ких компa ний мо гут по вы сить оперaцион ную эф фек
тив нос ть и, сле довaтельно, при быль ность, пу тем умень ше ния циклa кон вер сии нaлич нос ти до 
ми нимaльно воз мож но го уров ня. Рaботa вно сит вклaд в нaуч ную ли терaту ру, исс ле дуя воп рос 
взaимос вя зи эф фек тив но го упрaвле ния обо рот ным кaпитaлом и при быль ностью компa ний нa 
при ме ре рaзвивaюще го ся рынкa Кaзaхстaнa.

клю че вые словa: обо рот ный кaпитaл, цикл кон вер сии нaлич нос ти, при быль ность, рынок, менеджмент.

introduction

Traditionally, the researchers in corporate finance 
have focused on the long-term financial decisions 
making, particularly capital structure, dividends, 
investments, and company valuation decisions [1]. 
But the investment that firm make in short-term as-
sets, and the resources used with maturities of un-
der one year, represent the main share of items on 
the firm’s balance sheet [2]. Management of these 
short-term assets and liabilities warrants a careful 
investigation since the working capital management 
plays an important role in a firm’s profitability and 
risk as well as its value [3, 4]. Though widely used 
to evaluate the health of firms, traditional measures 
of liquidity such as the current ratio reveal little 
about a firm’s management on working capital. In 
fact, the use of these measures encourages managers 
to maintain higher levels of receivables and inven-
tory relative to payables, and these assets must be fi-
nanced by expensive debt and equity capital [3]. De-
cision about how much to invest in the customer and 
inventory accounts, and how much credit to accept 
from suppliers are reflected in the firm’s cash con-

version cycle (CCC), which represents the average 
number of days between the date when the firm must 
start paying its suppliers and the date when it begins 
to collect payments from its customers [4]. Business 
success heavily depends on the financial executives’ 
ability to effectively manage receivables, inventory, 
and payables [5]. The findings of Raheman & Nasr 
[5] and Afza & Nazir [5] suggested that managers 
can create a positive value for the shareholders by 
reducing CCC to a possible minimum level. The 
good working capital management is not only posi-
tively affecting profitability of the firm, it leads to 
increased cash flows, and thus leads to lesser need 
on external financing, therefore the probability of 
default for the firm is reduced [6].

Quality analysis. Working capital management 
is determined by cash conversion cycle and its com-
ponents, namely, accounts receivable, accounts pay-
able, inventory. Operating performance of the firm 
is represented by net operating profit margin.The 
following regression analysis model was specified 
to examine the relationship between components 
of working capital management and operating 
profitability:

NOP = β0 + β1ITID + β2INVCA + β3FATA + β4CATURN + β5LEV + β6TALOG (1)

NOP = β0 + β1DSO + β2INVCA +β3FATA + β4CATURN + β5LEV + β6TALOG (2)

NOP = β0 + β1PDP + β2INVCA + β3FATA + β4CATURN + β5LEV + β6TALOG (3)

NOP = β0 + β1CCC + β2INVCA + β3FATA + β4CATURN + β5LEV + β6TALOG (4)

The model is based on the study of Tauringa-
na & Adjapong who used the similar approach 
to estimating the possible relationship between 
working capital management and firm’s profit-
ability in terms of RoA and RoE. The study fo-
cuses on net operating profitability rather than 

profitability determined by RoA, RoE in order 
to ignore the effects of tax burdens and cost of 
financing. According to the Tax Code of Kazakh-
stan, firms may have previously carry forward-
ed tax losses which decrease their tax burden. 
In addition differences in cost of financing may 
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significantly affect to the overall profitability of 
the firm. Hence, EBIT is not affected by both 
of them and considered to be a reliable estimate 
of the firm’s performance regarding its operating 
activity.

Descriptive Analysis. Descriptive analysis 
shows the general aspects of the variables considered 
in the model. The mean values, standard deviations, 
and other information may be derived which is 
helpful in descriptive analysis.

Table 1 – Descriptive Statistics

№ Mean Median Std. Dev. Minimum Maximum

1 76.3385 49.8771 92.13086 1.15 584.58

2 64.7878 42.5810 81.93895 1.46 562.37

3 107.9774 63.3005 146.13485 1.99 913.75

4 33.1489 33.9222 169.99410 -801.35 505.26

5 .101135 .045734 .1417903 0.0004 .7679

6 .661651 .719787 .2238494 .0432 .9969

7 2.755145 2.341109 2.0328378 .2937 13.4961

8 16.554367 16.544457 1.6701967 10.9827 20.5660

9 .126445 .116240 0.2381263 -0.6550 0.6761

In general values of variables discussed in the 
study vary significantly in the data set. That means 
that there is a high dispersion from firm to firm. 
There are firms with DSO equal to 1 day, which 
means that the average receivable collection period 
is 1, it is possible if the firm’s sales are generally 
in cash. However, this does not affect the results of 
our analysis, since ability to sell for cash positively 
affects the working capital management policies 
through shortening the cash conversion cycle. 

Discussion of analysis results. The analysis 
attempted to give understanding of how the 
effectiveness of working capital management is 
related to firm performance. The CCC measurement 
was used to identify the level of effectiveness of firm’s 
working capital management. The more efficient 
management of working capital accounts expected 
to be associated by shorter cash conversion cycle, 
which was a reasonable assumption based on the 
literature review. If the firm improves the efficiency 
of its receivables management through restricting 
credit terms, thereby shortening the receivables 
collection period, it will be able to improve its 
profitability since less capital investments in short-
term assets will be needed. The same approach to 
the inventory management can also improve overall 
firm’s efficiency and operating profitability. If the 
firm will be able to reduce inventory balance, and 

avoid excessive investments in inventory, it will be 
able not only to improve its operational effectiveness 
and by this enhance its profitability, but also the 
amounts of inventory obsolesce and write-offs will 
decrease. The other factor determining the efficiency 
of working capital management is management of 
accounts payable. If the firm will be able to find 
suppliers who are able to grant them better credit 
terms, and decrease purchases of cash, then it will 
be able to finance more of its current assets by cheap 
trade payables. By this, the firm will decrease costly 
equity and debt investments, which will lead to 
improved profitability of the firm.

conclusion. The scope of future research may 
be extended to the components of working capital in 
more detail, particularly management of cash, mar-
ketable securities, which I believe contribute much 
in working capital management of the firm. There is 
much to be done about working capital in Kazakh-
stan in future. I suggest further research be conduct-
ed on the same topic with extended number of firms 
and extending the time frame of the sampled data, 
include the time series analysis in research. In addi-
tion, in further researches, the differences in indus-
tries and operations should be considered, and the 
manufacturing firms should be assessed separately 
of those performing service operations. The results 
indicate that the cash conversion cycle, net trade cy-
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cle and inventory turnover in days are significantly 
affecting the performance of the firms. Moreover, 
the firm size also have significant effect on the firm’s 
profitability. The study also concludes that firms in 
Kazakhstan need to concentrate and improve cash 

collection and payment policy. The effective poli-
cies must be formulated for individual components 
of working capital. Furthermore, efficient manage-
ment and financing of working capital can increase 
the operating profitability of manufacturing firms. 
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