
Wayamba Journal of Management I (2) 

Working Capital Management and Firms' Performance: 

An Analysis of Sri Lankan Manufacturing Companies 

KOPER THEVY KALAINATHA 

Dept of Finance & Accountancy 
Vavuniya Campus of the University of Jaffna 

Park Road, Vavuniya 
SRI LANKA 

gobi_ 7003@yahoo.co. uk 

Aosll'oc1.·-

A managerial accounting strategy focuses on maintaining efficient levels of both components of 
working capital, cunent assets and current liabilities. Implementing an effective working capital 
management system is an excellent way to improve earnings. Prier evidence has determined 
relation between working capital and performance. This study extends the literature. The working 
capital is determined by the cash conversion cycle and position of working capital, indicated by 
the cu1Tent ratio, quick ratio, stock to current assets and debtors to current assets. The 
perfonnance is measured by return on total assets, and relation between working capital 
management and profitability is investigated by using panel data analysis for a sample of 50 
manufacturing companies for the period of 2003 - 2007. The regression results show that high 
inve trnent in inventories and receivables lead to lower profitability and current assets to total 
assets lead to higher profitability. The results conclude that a strong relationship between working 
capital management and performance . 
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