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Abstract - Many of previous studies suggested that working capital management is an important component of firm'’s financial decision
and eflicient working capital management aflects firms’ profitability and it's value. Recently, Korean shipping firms have been suflering
from financial distress by recession of shipping economy. In this point of view; this study tries to investigate the relationship between
working capital management and shipping firm'’s profitability, using panel data on 46 Korean shipping firms for the period of 2004-2013.
As result of panel regression, it proved that average payment period, inventory turnover, cash conversion cycle and operating cycle are
significantly associated with firms profitabilities such as profit margin ratio and operating profit ratio, and the manager of shipping firm
can Increase firms profitability by more eflicient working capital management. There are strong positive relationships between average
payment period and operating cycle and firm’s profitability. These results suggest that managers can create firm's value by increasing
average payment period and operating cycle. Otherwise inventory turnover and cash conversion cycle have negative relationships with
firm’s profitability. It means that managers can increase firm'’s profitability by reducing these variables.

Key words . working capital management, firm profitability, shipping industry, average collection period, inventory turnover, average
payment period, cash conversion cycle, operating cycle
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Table 2 Descriptive Statistics for Variables

Variables Mean | Std. Dev. Min Max
overall | 0.091 0.160 -1.190 | 0.762

GPS | between 0.092 -0.082 | 0.466
within 0.131 -1.016 | 0528

overall | 0.025 0.153 -1.234 | 0.732

OPS | between 0.075 -0.203 | 0.268
within 0.133 -1.006 | 0.488

overall | 0.095 0.185 0.000 1.980

APP | between 0.092 0.000 0.575
within 0.162 -0.480 | 1.820

overall | 0.022 0.031 0.000 0.345

INV | between 0.022 0.000 0.130
within 0.022 -0.066 | 0.311

overall | 0.087 0.114 0.000 1.439

ARP | between 0.064 0.013 0.298
within 0.094 -0.205 | 1.228

overall | 0.014 0.185 -1.481 1.290

CCC | between 0.105 -0.428 | 0.290
within 0.154 -1.241 1.190

overall | 0.109 0.129 0.000 1.439

OC | between 0.077 0.015 0.421
within 0.105 -0.195 | 1.230

obs. N =460, n =46, T = 10
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Table 3 Result of Correlation analysis

APP INV ARP Ccce oC AST
APP | 1.000
INV | 0091" | 1.000
ARP | 0371 | 0.404™ | 1.000
CCC | -0.757"" | 0.324™ | 0.309™ | 1.000
0C | 0.348™ | 0595™ | 0.976™ | 0.350™ | 1.000
AST | -0.089° | 0264™ | -0.019 | 01217 | 0.047 1.000
LVG | 0599 | -0.073 | 0256 | -0.455"" | 0207 | -0.160"
VIF(a)| 1700 | 1350 | 1410 - - 1.110
VIF(D)| - - - 1.70 1.42 1.03

% %k % gignificant at the 1%,5% and 10% levels, respectively
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Table 4 Result of Fixed Effects Regression

variables GPS OPS

model 1 | model 2 | model 3 | model 4
APP 0.235" 0.165
INV ~0.869""* -0.820
ARP 0.097 0.124
cce 0217 -0.145
oC 0197 0153
AST 0107 | o101" | o168 | 0162
LVG 0.001 0.004 0.001 0.004
BDI 0051 | 0053 | 0050 | 0053
DUM 00947 | 0099 | 00927 | 0097
cons -1.3197 | -1.2727 | 20597 | 2014
R? 0.257 0.240 0.252 0.235

F test(w=0) | 213" 1987 | 1.62° 147

Vigji?:ﬁfe 2064 | 1692 | 2336™ | 2010

Hausman chi® | 23.31%* 22.15™" 37.46" 16.84"

Hansen Joint

test 259 2.49 1.39 1.50

(df, critical | (9, 2.82) | (8, 2.59) | (9, 2.82) | (8, 2.59)

value)

sk %% gignificant at the 1%,5% and

10% levels,

respectively
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