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Abstract 

The objectives of this research were 1) to develop and validate the structural equation model of 

the working capital management affecting the profitability, 2) to study the importance scale the observed 

variables with the liquidity ratio, activity ratio, and profitability ratio, and 3) to study the impacts of the 

working capital management affecting the profitability. The main focus of this study was the food and 

beverage sector in Thailand stock exchange of 35 companies. Secondary data was quantitatively 

analyzed by using a structural equations modeling. 

 The results was shown that the model was consistent with the empirical data; 2 = 54.366, df = 

24, 2/df = 2.27,  CFI = 0.888,  TLI = 0.831,  IFI = 0.822,  NFI = 0.892, and RMR = 0.014. Also, the results 

indicated that when food and beverage sector have a higher liquidity ratio and shorter of cash conversion 

cycle, it could increase the profitability. The management of cash conversion cycle would attempt to 

reduce the receivables collection period and inventory conversion period and longer payable deferral 

period. 
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 2.1  

 Working Capital Management)

(Padachi, 2006)

 
Mansoori and Muhammad, 2012)   

(Gitman, 1974) Nimalathasan (2010)   

 

Pass and Pike, 1984)  
(Atseye, Ugwu, and Takon, 2015)  
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1 Liquidity Ratio) 
Current Ratio) Quick Ratio) 

 (Paramasivan and Subramanian, 2012) 

 2) Activity Ratios)  
 

 (Receivable Turnover Ratio)  (Inventory Turnover Ratio) 
Receivables Collection Period)  

Inventory Conversion Period) ( , 2552) 
 3) Financial Ratio) 

Payable Deferral Period) 

 
(Cavanagh, 2012) 

 4 (Cash Conversion Cycle) 

 
(Brigham and Houston, 2007) 

 

 (Deloof, 2003) CCC = RCP+ICP-PDP CCC   RCP 

ICP PDP  
 (Brigham and Houston, 2007) 

2.2  

  Profitability Ratio) 

 

 
Periasamy (2010) 

 
1) Gross Profit Margin Ratio) 

  
 

2) Operating Profit Margin Ratio) 

 
  

3) Net Income Margin Ratio) 
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Weygandt, Kimmel, and Kieso (2012) 

 

1 Return on Assets Ratio: ROA) 

 

2 Return on Equity: ROE) 

 

 2.3  

(Zubairi, 

2010) 

(Azam and Haider, 2011  Song, Liu, and Chen (2012)  

Egbide, 

Uwuigbe, and Uwalomwa, (2013  

1  
1 :  

Mansoori and Muhammad (2012) Gul et. al. (2013) 

Tauringana and Afrifa (2013) 

  
 Cash Conversion Cycle) (Teruel and 

Solano (2007); Tauringana and Afrifa (2013))  
(CCC = RCP+ICP-PDP ; CCC 

RCP ICP 

PDP ) 2-3  
2 :  

3 :  

Teruel and Solano (2007) 

Zubairi (2010)

 (Gitman, 1974) 4 

 
4 :  
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Raheman, Talat, Qayyum and Mohmood (2010

Azam and Haider (2011

Teruel and Solano (2007), Mansoori 

and Muhammad (2012), Gul et. al. (2013), Jayarathne (2014  

5  
5 :  

 

 

 

1  
Independent Variable Effect Dependent Variable Reference 

LR + OP Egbide, Uwuigbe, and Uwalomwa (2013) 

CR + OP Zubairi (2010)  

CR + ROA Azam and Haider (2011) 

RCP - ROA Mansoori and Muhammad (2012), Gul et. al. 

(2013), Tauringana and Afrifa (2013) 

ICP - ROA Mansoori and Muhammad (2012) and Gul et. 

al. (2013) 

ICP - ROE Azam and Haider (2011) 

RCP + CCC Teruel and Solano (2007), Tauringana and 

Afrifa (2013) 

ICP + CCC Teruel and Solano (2007), Tauringana and 

Afrifa (2013) 

PDP - CCC Teruel and Solano (2007), Zubairi (2010) 

CCC - OP Raheman, Talat, Qayyum, and Mohmood 

(2010) 

CCC - ROA Teruel and Solano (2007), Mansoori and 

Muhammad (2012), Gul et. al. (2013), 

Jayarathne (2014) 

CCC - ROE Azam and Haider (2011) 
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1

(Exogenous Latent  Variable) (Exogenous  Variable)  
 Mediator Variable)

(Endogenous Latent Variable  
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 LR Liquidity Ratio)

 

  1 CR Current Ratio) 

 2 QR Quick Ratio) 

 AR Activity Ratio)  

 
  1 RCP Receivables Collection Period) 

  2 ICP Inventory Conversion Period) 

PDP Payable Deferral Period)  

CCC Cash Conversion Cycle)  

PF (Profitability)  

1 OP Operating Profit Margin Ratio) 

2 ROA Return on Assets Ratio) 

  3 ROE Return on Equity Ratio) 

H1 

 

CCC 

PF 

ROE 

ROA 

OP 

 

LR 
CR 

QR 

AR 
RCP 
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H2 

H3 

H4 
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3.  
 3.1  
 

39 3  
35 3 2559

, , 2559

35 www.set.or.th  www.setsmart.com 

2556 2558 3  

 3.2   
(Quantitative Analysis)

 (Confirmatory Factor Analysis : CFA) 

(Measurement Model)  
Factor Loadings 0 05 (Hu and Bentler, 1995)  

Structural Equation Model: SEM)

 

1 - ( 2/df ) 2 00-5 00

 (Marsh and Hocevar, 1985) 

2 Comparative Fit Index: CFI) 0 80  
 (Browne and Cudeck, 1993) 

3 (Trucker Lewis Index: TLI)  
0.80  (Browne and Cudeck, 1993) 

4  (Incremental Fit Index: IFI) IFI 0.80  (Benamati and Lederer, 2008) 

5 Normal Fit Index: NFI) NFI 0.80  (Bentler and Bonett, 1980) 

6  (Standardized Root Mean Squared 

Residual: RMR) 0 05 (Schumacker and Lomax, 2010) 
 

4  
 4.1  

  

Factor Loading) 0.5  (Hu & Bentler, 1995) 
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 2  

  

1   

     Current Ratio : CR) 0.951 

     Quick Ratio : QR) 0.992 

2   

     Receivables Collection Period : RCP) 0.501 

     Inventory Conversion Period : ICP) 0.543 

3   

      (Operating Profit Margin Ratio : OP) 0.862 

     (Return on Assets Ratio : ROA) 0.986 

     (Return on Equity Ratio : ROE) 0.915 

  

 1  2 

0.951 0.992  2  2 

0.501 0.543 3 

3 0.862 0.986 

4.2  

X²/df 

2.00-5.00  CFI > 0.80  TLI > 0.80  IFI > 0.80  NFI > 0.80  RMR < 0.05  
 
 

 3  

    

Chi-square 54.366 - - 

df 24 - - 

p-value 0.000 - - 

2/df 2.27 2.00-5.00    

CFI 0.888 > 0.80  

TLI 0.831 > 0.80  

IFI 0.822 > 0.80  

NFI 0.892 > 0.80  

RMR 0.014 < 0.05  
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2/df = 2.27 CFI = 0.888 TLI = 0.831 IFI = 0.822 NFI = 0.892 RMR = 

0.014  

 

4.3  

 

 2 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(Amos 24 Standardized Estimates) 

*p<.05, **p<.01 

 

4  

  p-value  

H1 :   0.546 0.000**  
H2 :  0.125 0.310  

H3 :  0.412 0.039*  

H4 :  -0.544 0.000**  

H5 :  -0.432 0.030*  

: 2 

0.01 

0.05 

 

 

CCC 

PF 

ROE 

ROA 

OP 

 

LR 
CR 

QR 

AR 
RCP 

ICP 

H3 

0.412* 

H4 

-0.544** 

0.951** 

0.992** 

0.501** 

0.543** 

0.862** 

0.986** 

0.915** 0.019 

0.057 

-0.274 

0.168 

0.061 

0.003 

0.010 

0.045 

0.060 

0.034 

0.032 

0.003 

PDP 
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3   
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4 Teruel and Solano (2007  

Zubairi (2010  

 
5 Teruel and Solano 
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