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Abstract: In this study, we are interested in WCM (working capital management) strategies 

and profitability in the UK furniture manufacturing sector. Observing the period from 2007 to 

2023 of public companies panel data has found that extreme (aggressive and conservative) and 

moderate (moderate) WCM approaches are associated with firm performance. The results 

indicate that a conservative WCM investment policy augments liquidity and profitability and 

thereby confirms that maintaining liquidity is conducive to operational efficiency. Novel to the 

literature and considering economic externalities and technological progress, the analysis 

carries important implications for academics and working capitalists concerning profitability 

enhancement via better WCM. 

Keywords: working capital management; profitability; financial policies; UK furniture 

industry; current assets ratio; current liabilities 

1. Introduction 

The part of working capital is extremely helpful for the manufacturing industry. 

As a competitive and major portion of the economy, the UK furniture manufacturing 

industry can be used as a case to irrigate the coy secrets of working capital 

management (WCM) strategies. This research paper looks into the intricate inter-

relationship among different WCM strategies and their impact on the profitability of 

UK furniture manufacturing companies. This is an area of study that is the attention 

of widespread interest, working capital which has become a crucial part of financial 

management working capital affects liquidity, profitability, and overall firms’ 

financial health. 

The existing literature has discussed widely the spectrum of various working 

capital management (WCM) strategies from aggressive nature to conservative nature, 

and potential risks and rewards nestled inside. Nonetheless, there still exists a deficit 

in the academic literature of how these strategies in the UK furniture manufacturing 

sector impact on profitability. When there’s an unusual type of asset and liability 

mismatch, however, you have some unique operational issues to consider in context: 

the ups and downs in demand, supply chain, and receivables that require provisioning 

for a significant amount of inventory and receivables. Hence, the emergence of 

technological changes and economic conditions calls for a changed context, which is 

necessary to be reinvestigated. 

In this article, we highlight the results of existing studies to analyze the effect of 
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working capital investment policies on profitability. It employs the theoretical model 

that differentiates between aggressive, moderate, and conservative working capital 

investment strategies and views the effect of these strategies on the profitability of the 

firm. The article reviews a wide range of literature on the subject, opening up the active 

debate with the specified area, pinpointing the research vacuum and, thus, preparing 

to engage with a detailed empirical enquiry. 

Employing a robust methodology that includes panel data analysis of publicly 

traded UK furniture companies from 2007 to 2023, this study aims to provide 

empirical evidence on the effectiveness of different WCM strategies. The choice of 

the UK furniture manufacturing industry as the focus of this study is driven by its 

economic significance and the scarcity of targeted research in this area. By examining 

the relationship between working capital management strategies and profitability, 

amidst external economic factors and technological advancements, this research 

contributes valuable insights to both academic discourse and industry practices. 

The article analyzes the effect of working capital management on the profitability 

of the UK furniture manufacturing industry, combining theory and practice. It covers 

a literature review, methodology, findings, and future research suggestions. 

2. literature review 

The intricate relationship between working capital management strategies and 

profitability has garnered extensive scholarly attention, indicating a spectrum of 

methodologies ranging from aggressive to conservative approaches. This literature 

review synthesizes findings from various studies to elucidate the impact of working 

capital investment policies on profitability, specifically within the context of the UK 

furniture manufacturing industry. 

Working capital investment strategies: 

A variety of aggressive and conservative policies related to working capital 

management are presented in the study of Morshed (2024); however, the study also 

emphasizes the prevalence between the two in moderate working capital investments. 

These strategies, however, might have opposite outcomes as the literature shows. An 

aggressive approach could enhance profits by taking advantage of higher returns and 

higher risks (Zimon and Tarighi, 2021). By contrast, Morshed (2023) finds a more 

muted contribution to profitability by conservative policies, arguing they reduce 

profits only to the extent risk-taking profits are lowered. Ahmad et al. (2022) states 

that aggressive strategies can compensate for borrowing costs and improve 

profitability by efficient inventory management and credit recovery from consumers, 

and supplier payment delay. In contrast, Ramadan et al. (2024) There should be a 

conservative stop-loss policy to enhance overall process failure risks by keeping 

sufficient working capital. 

Evaluating working capital investment policies: 

For businesses deciding about working capital investments, Burney et al. (2021) 

argue that an organization has to recognize the inherent risks involved in both 

conservative, aggressive, and moderate business performance strategies at its very 

core by thinking ahead to what the future holds, this paper pointed out how essential 

We asked what factors should be taken into account in order to maximize returns in 
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light of an anticipated decline in the growth rate of working capital as well as rising 

operating and investment costs. Bhattacheryay (2023) sees currency conversion cycle 

(CCC), accounts payable, inventory turnover, and accounts receivable as critical 

indicators for making this assessment The CCC determines the degree of capital 

utilization effectiveness, and Morshed and Ramadan (2023) argue that a lower CCC 

enhances a firm’s liquidity and diminishes its need to borrow. 

Inventory management and efficiency: 

Key elements of working capital management are inventory turnover and 

receivables. This underlying interest in the literature is also evident from the studies 

of many researchers such as Aldubhani et al. (2022), who see productive inventory for 

sales. Since the publication of Morshed’s reflections in 2020, it seems that other 

authors have also taken up the question. For instance, it observes that a slower turnover 

rate shortens your efficiencies over converting credit sales to cash. On the other hand, 

offering trade credit might boost your turnover for additional business, but it could 

also serve as an invisible barrier against one’s going bust. 

Accounts payable turnover and profitability metrics: 

Payment trading volume graph affects the CCC, and so a company’s liquidity and 

credit position. Moreover, Santos et al. (2022) develop several profitability metrics, 

such as operating margin rate, return on net tangible assets, and on equity which have 

important implications on gauging financial performance as well as the effectiveness 

of working capital management. 

Control variables and profitability: 

The influence of control factors like a company’s size, sales growth rate, current 

assets ratio, and leverage on profitability is also analyzed critically. Research by 

Abeyrathna and Priyadarshana (2019) presents blended outcomes regarding the impact 

of size and sales expansion on gains. Paul and Rahman (2021) discuss the prospective 

costs related to upholding current resources, while Hussain et al. (2024) delve further 

into the subtle association between leverage and earnings. Separately, studies have 

shown that large corporations with high present asset ratios tend to have steadier 

revenue streams compared to smaller companies with lower current assets. 

Meanwhile, periods of rapid sales growth often correlate with increased overhead that 

can potentially reduce margins if not managed prudently. 

Research gap: Existing research lacks insight into how external economic factors 

and technological advancements affect the relationship between working capital 

management strategies and profitability in the UK furniture manufacturing industry. 

Research aim: To evaluate the impact of external economic factors and 

technological advancements on the effectiveness of working capital management 

strategies in enhancing the profitability of UK furniture manufacturing companies, 

addressing the identified gap. 

3. Methodology 

The data and variables used in this investigation are described in the sections that 

follow, together with descriptions of the estimation techniques. A statistical 

description of the sample is then provided. 
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3.1. data 

The panel data used in this analysis covers the years 2007 through 2023 for 

publicly traded UK furniture companies. The company’s annual reports of 10 qualified 

firms were used to get the data. Since the COVID-19 pandemic was created, a long 

time period of 15 years was used to eliminate any random error (Anderson, 2019). 

3.2. Variables 

The return on assets (ROA) is our dependent variable, calculated using the 

formula (net income + interest expenses)/total assets. We chose ROA due to its 

simplicity and comprehensiveness, taking into account that it includes net income 

(income before interest and taxes) and considering the companies’ uniform tax 

situation and industry. Interest expenses, stemming from long-term debt, are added 

back to net income. Unlike ROA, the return on capital employed (ROCE) adjusts for 

current liabilities, important for assessing working capital’s impact. Return on equity 

(ROE) focuses solely on shareholder benefits, omitting working capital advantages. 

Control variables in this study include company size (SIZE), measured as the 

logarithm of total assets; sales growth (SGROW); firm leverage (DEBT), as the ratio 

of total debt to total assets; current assets ratio (CAR), and current liabilities ratio 

(CLR), both based on respective totals. Turnover metrics are calculated for accounts 

receivable (ACR), accounts payable (ACP), and inventory (INV), using respective 

formulas involving sales, purchases, and cost of sales, over a 365-day period. The cash 

conversion cycle (CCC) is derived as INV + ACR − ACP. Given the consistent market 

and industry context, VAT’s impact on ACR and ACP calculations is excluded. 

3.3. Estimations 

We put the following fixed-effect regression models to the test: 

ROAi,t = β0 + β1 INVi,t + β2 SIZEi,t + β3 SGROWi,t + β4 DEBTi,t + β5 CARi,t + β6 CLRi,t + υi + εi,t (1) 

ROAi,t = β0 + β1 ACRi,t + β2 SIZEi,t + β3 SGROWi,t + β4 DEBTi,t + β5 CARi,t + β6 CLRi,t + υi + εi,t (2) 

ROAi,t = β0 + β1 ACPi,t + β2 SIZEi,t + β3 SGROWi,t + β4 DEBTi,t + β5 CARi,t + β6 CLRi,t + υi + εi,t (3) 

ROAi,t = β0 + β1CCCi,t + β2 SIZEi,t + β3 SGROWi,t + β4 DEBTi,t + β5 CARi,t + β6 CLRi,t + υi + εi,t (4) 

where: ROA = return on assets, INV = number of days inventory, ACR = number of 

days accounts receivable, ACP = number of days accounts payable, SIZE = firm size, 

SGROW = sales growth, DEBT = debt ratio, CAR = current assets ratio, CLR = 

current liabilities ratio, i = firm, i, t = time; the two error components are υ = individual 

error component (a particular characteristic of each firm) and ε = residual error 

(unobservable factors that vary over time and affect ROAi,t). 

The data underwent analysis through panel data methods, employing an F-test to 

compare fixed effect models with Pooled OLS, examining if fixed effect intercepts 

significantly differed from zero. A robust Hausman test, referencing Awan et al. 

(2020), then evaluated fixed versus random effect models, with coefficient assessment 

via rogers robust standard errors to address heteroscedasticity and autocorrelation. 

3.4. Sample description 

Table 1 summarizes key financial metrics for a group of companies, showing an 

average ROA of 9.9%, inventory turnover of 156, and receivable collection period of 
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56 days. Notably, the payable collection period is 342.6 days, and the cash conversion 

cycle averages at −130.6 days, suggesting efficient cash generation. Market 

capitalization averages at 2.905, with sales growth at 5.122% and a debt-to-equity ratio 

of 0.521. The current assets ratio is 0.594, and the current liability ratio is 0.541. This 

summary provides insights into the companies’ financial health and operational 

efficiency. 

Table 1. Sample description. 

 ROA INV ARC ACP CCC SIZE SGROW DEBT CAR CLR 

Mean 0.099 156 56.06 342.6 −130.6 2.905 5.122 0.521 0.594 0.541 

Median 0.086 107 59.49 136.2 36.23 2.809 0.044 0.509 0.618 0.498 

Standard dev. 0.11 195.4 21.67 1908 1903 1.379 58.99 0.182 0.156 0.238 

Minimum −0.1557 12.02 8.902 26.02 −21983 0.5092 −0.4613 0.2133 0.01039 0.1351 

Maximum 0.8841 995.6 154.5 22204 476.8 5.039 685.5 1.205 1.127 1.242 

1st quartile 0.042 53.09 39.45 90.02 15.99 1.64 −0.02 0.378 0.515 0.347 

3st quartile 0.139 146.7 69.05 169.7 62.84 4.016 0.087 0.6 0.697 0.733 

4. Findings 

This section begins by analyzing the relationship between working capital 

management (WCM) practices and profitability through univariate and multivariate 

analyses. It delves deeper into the robustness of these results and the influence of 

industry factors, also considering possible non-linear effects. 

Table 2 shows a correlation matrix, highlighting a strong positive link between 

ROA and CAR, but no significant correlation with ROA among independent variables. 

CAR and CLR also share a positive relationship. 

Table 2. Correlation matrix. 

 ROA INV ARC ACP CCC SIZE SGROW DEBT CLR CAR 

ROA 1 (NA)          

INV −0.05 1 (NA)         

ARC −0.05 0.31*** 1 (NA)        

ACP 0.02 0.07 0.09 1 (NA)       

CCC −0.02 0.03 −0.05 −0.99*** 1 (NA)      

SIZE −0.08 0.28*** 0.29*** 0.04 −0.01 1 (NA)     

SGROW 0 0.31*** 0.07 0.03 0 0.11 1 (NA)    

DEBT −0.1 −0.4*** −0.13* −0.07 0.02 0.2** −0.13 1 (NA)   

CLR 0.14 0.08 0.07 0 0.01 −0.54*** 0.09 −0.41*** 1 (NA)  

CAR 0.37*** 0.18** 0.45*** 0.05 −0.03 0 0.06 −0.3*** 0.45*** 1 (NA) 

The findings suggest that companies focusing on conservative working capital 

investment to boost profitability often prioritize accounts receivable (ARC) in their 

current assets. In contrast, those with an aggressive financing strategy opt to fund 

current assets through bold means. 
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4.1. Management of working capital and its impact on profitability 

To investigate differences between highly profitable and less profitable 

companies, we conducted a univariate analysis, calculating annual return on assets 

(ROA) quartiles with specific upper and lower thresholds. This led to overlapping 

ROA ranges across quartiles. Companies were then categorized by their ROA for 

further analysis, using student’s t-test to compare the top and bottom quartiles. Results 

showed increasing profitability with higher current assets ratio (CAR), as expected. 

However, there was no clear difference in the independent variable between the first 

and fourth quartiles. Interestingly, companies with higher current liabilities in the 

second quartile showed greater profitability, suggesting that more successful 

companies might leverage short-term funding for growth, requiring more current 

assets for sales as Table 3. 

Table 3. Mean values by ROA quartile. 

Variable 1st quartile 2nd quartile 3ed quartile 4th quartile t-value and sig. level 

ROA −0.16–0.04 0.04–0.09 0.09–0.14 0.14–0.88  

INV 150.48 (45.68) 162.18 (103.45) 191.31 (137.91) 121.02 (125.49) 0.62 (0.538) 

ARC 45.18 (34.88) 64.72 (68.65) 63.27 (61.64) 51.29 (50.34) −1.15 (0.254) 

ACP 200.52 (137.63) 211.97 (136.31) 859.54 (136.61) 113.63 (134.29) 2.07 (0.046) 

CCC −4.86 (22.88) 14.93 (28.06) −604.95 (51.22) 58.68 (44.79) −2.32 (0.025) 

SIZE 2.89 (3.9) 3.16 (2.69) 2.99 (3.23) 2.58 (2.59) 0.86 (0.391) 

SGROW 0.01 (0) 0.02 (0.02) 20.86 (0.06) 0.06 (0.06) −1.19 (0.238) 

DEBT 0.6 (0.59) 0.54 (0.54) 0.46 (0.48) 0.48 (0.4) 2.29 (0.026) 

CLR 0.46 (0.37) 0.57 (0.5) 0.57 (0.48) 0.57 (0.59) −2.15 (0.035) 

CAR 0.45 (0.44) 0.61 (0.59) 0.63 (0.64) 0.68 (0.69) −6.86 (0) 

As depicted in Table 4, the second tested model favored the utilization of fixed 

and random effects models. In the multivariate analysis, all coefficients exhibited 

statistical significance. Concerning ACR, it exhibited a noteworthy negative 

correlation with ROA, which supported by Hasanudin et al. (2022), but Mahardika 

and Mulyawan (2023) mentioned a positive relationship. However, no significant 

relationships were observed among the three components of CCC, INV, and ACP. The 

evident robust and positively significant correlation between CAR and ROA 

underscores the profitability of adopting a conservative investment approach within 

this sector as what Liu et al. (2022) mentioned. Furthermore, size demonstrated a 

favorable impact in the last two models. These outcomes remained consistent across 

various regression models that were subjected to testing. 

Utilizing ROIC as a stand-in for measuring profitability yielded consistent 

outcomes, both in terms of receivable turnover and notably in inventory turnover. The 

outcomes based on ROA and ROIC as reliant variables are presented in Table 5. For 

the sake of brevity, while not all details regarding control variables and constant 

coefficients for every model are included, the focus remains on the coefficients of the 

independent variables within each of the eight models tested. 
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Table 4. Fixed and random effect models. 

Variables Model 1 Model 2 Model 3 Model 4 

INV −0.037 (−0.98)    

ACR  −0.001323 (−2.78)***   

ACP   0 (−0.02)  

CCC    0 (−0.08) 

SIZE −0.010176 (−1.14) −0.007104 (−0.85) −0.013922 (−1.69)* −0.013912 (−1.68)* 

SGROW 0.03436 (0.32) 0.1078 (0.11) 0.0094 (0.09) 0.0094 (0.09) 

DEBT −0.022081 (−0.37) −0.004983 (−0.09) 0.004764 (0.09) 0.004909 (0.09) 

CAR 0.305187 (4.46)*** 0.385725 (5.35)*** 0.308478 (4.51)*** 0.30823 (4.51)*** 

CLR −0.062768 (−1.13) −0.06809 (−1.27) −0.072898 (−1.32) −0.07269 (−1.32) 

F-test Pooled OLS 0.743 0.566 0.492 0.494 

Robust Hausman test 0.332 0.006 0.515 0.51 

Fixed effect preferred? No Yes No No 

Table 5. Comparison between ROA and ROCA as response variables. 

Variables ROA ROCA 

INV −8.4 × 10−5 (−1.15) −0.000135 (−2.91)*** 

ARC −0.000688 (−1.15) −0.000683 (−1.75)* 

ACP 0 (−0.08) 0.002 (−0.32) 

CCC 0 (0) 0 (0.13) 

Notes: This table summarizes eight different models estimated separately. Each line refers to a different 
independent variable. ROA = return on assets, ROIC = return on invested capital, INV = number of 

days inventory, ACR = accounts receivable, ACP = accounts payable. 

4.2. Endogeneity 

As suggested by previous research (Xu et al., 2022; Zheng et al., 2022), there 

might be an issue of endogeneity. To investigate the potential presence of endogeneity, 

a two-stage least squares analysis (2SLS) was conducted, utilizing robust standard 

errors. In this analysis, the initial lags of INV, ACR, ACP, and CCC were employed 

as instrumental variables, while ROA was considered as the dependent variable. 

Table 6. Test for endogeneity. 

Variables Model 1 Model 2 Model 3 Model 4 

INV −0.0148 (−0.28)    

ACR  −0.000666 (−2.18)**   

ACP   0 (0.01)  

CCC    0 (−0.03) 

SIZE −0.230221 (−1.79)* −0.20912 (−1.66) −0.228724 (−1.78)* −0.22861 (−1.78)* 

SGROW 0.01735 (0.07) −0.0099 (−0.05) 0.0073 (0.03) 0.00743 (0.03) 

DEBT 0.064795 (0.66) 0.105533 (1.07) 0.064209 (0.65) 0.064327 (0.65) 

CAR 0.252373 (3.99)*** 0.259343 (4.18)*** 0.253071 (4)*** 0.253091(4)*** 

CLR 0.066064 (0.89) 0.104223 (1.39) 0.066703 (0.89) 0.066736 (0.89)  
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Table 6 presents results that exhibit a similar pattern to the multivariate analysis. 

The Durbin-Wu-Hausman test for endogeneity does not provide grounds to reject the 

null hypothesis, indicating that the variables can be considered exogenous. 

Consequently, it appears that endogeneity may indeed exist, but it does not 

fundamentally alter the negative relationship observed in the coefficients with 

profitability. 

4.3. Non-linear effects 

Recent research conducted by Marzo and Bonnini (2023) has unearthed a notable 

non-linear association between the level of working capital and profitability. This 

implies that there exists an optimal working capital threshold that maximizes 

profitability. To investigate this relationship within our dataset, we conducted 

additional regression analyses, incorporating the following modifications: 

ROAi,t = β0 + β1 INVi,t + β2 SIZEi,t + β3 SGROWi,t + β4 DEBTi,t + β5 CARi,t + β6 CLRi,t + υi + εi,t (1) 

ROAi,t = β0 + β1 ACRi,t + β2 SIZEi,t + β3 SGROWi,t + β4 DEBTi,t + β5 CARi,t + β6 CLRi,t + υi + εi,t (2) 

ROAi,t = β0 + β1 ACPi,t + β2 SIZEi,t + β3 SGROWi,t + β4 DEBTi,t + β5 CARi,t + β6 CLRi,t + υi + εi,t (3) 

ROAi,t = β0 + β1 CCCi,t + β2 SIZEi,t + β3 SGROWi,t + β4 DEBTi,t + β5 CARi,t+ β6 CLRi,t + υi + εi,t (4) 

The variables under consideration, both dependent and independent, along with 

the control variables, have been previously elucidated. Our new inclusion involves the 

introduction of squared terms for the independent variables in the regressions. These 

regressions were performed under fixed and random effects models, and robust 

standard errors were utilized. 

Table 7. Non-linear effects. 

Variables Model 1 Model 2 Model 3 Model 4 

INV −0.0370 (−0.98)    

ACR  −0.001323 (−2.78)***   

ACP   0 (−0.02)  

CCC    0 (−0.08) 

SIZE −0.010176 (−1.14) −0.007104 (−0.85) −0.013922 (−1.69)* −0.013912 (−1.68)* 

SGROW 0.03436 (0.32) 0.01078 (0.11) 0.0094 (0.09) 0.00943 (0.09) 

DEBT −0.022081 (−0.37) −0.004983 (−0.09) 0.004764 (0.09) 0.004909 (0.09) 

CAR 0.305187 (4.46)*** 0.385725 (5.35)*** 0.308478 (4.51)*** 0.30823 (4.51)*** 

CLR −0.062768 (−1.13) −0.06809 (−1.27) −0.072898 (−1.32) −0.07269 (−1.32) 

F-test Pooled OLS 0.743 0.566 0.492 0.494 

Robust Hausman test 0.332 0.006 0.515 0.51 

Fixed effect preferred? No Yes No No 

As displayed in Table 7, the coefficients pertaining to the squared terms of the 

variable ACR exhibit significance and a negative sign, while, conversely, they are 

significant and positively signed for CAR. This observation of CAR suggests a 

noteworthy quadratic dependence and indicates the presence of a minimum point. This 

minimum point is identified for higher values of CAR, implying an overall improve 

in ROA as these variables increase. These findings align with those reported by Lussi 

et al. (2023). 
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It is important to note, however, that our results indicate that the squared variables 

INV, ACP, and CCC did not attain statistical significance. 

5. Discussion and implications 

Analysis of WCM strategies and their impacts on business success in the UK 

furniture manufacturing industry uncovers a complex picture. There are pros and cons 

between a strategy of aggressive working capital management and one that focuses on 

the opposite, as seen in various studies referred to in the literature review. Unique 

insights gathered from real industry data from 2007 to 2023 help advance this debate. 

The affirmative correlation between the current assets ratio (CAR) and return on 

assets (ROA) implies that more conservative strategies of capital investment which 

favor financial soundness over short-term returns (for example, liquid stocks) tend to 

be high worth. This is in line with the advocacy of Ramadan et al. (2023) for operating 

a cautious policy. The correlation matrix also indicates the multiple dimensions of 

working capital management. It demonstrates intricate relationships among inventory 

turnover, accounts receivable, and accounts payable with measures of profitability 

(Kouaib and Bu Haya, 2024). 

Results from the univariate and multivariate analysis suggest that while 

aggressive strategies, with high inventory turnover and long accounts payable periods, 

can deliver short-term successes these do not necessarily lead to long-term 

performance. This finding is crucial within the context of the UK furniture 

manufacturing industry: efficiency and responsiveness are key components to 

competitive advantage. 

Implications: 

For practitioners: Financial managers and other decision-makers in the UK 

furniture manufacturing industry can draw upon a wealth of practical advice from this 

study. Evidence here, scholarships there suggests that an approach to working capital 

management which is balanced and leans more towards conservative investment 

strategies cranks up profits shadow. Companies should try to stress liquidity in their 

inventory and receivables management for the most effective expansion of 

possibilities rather than use aggressive tactics such as the use of credit to remove 

uncertainties that exacerbate the financial risks of enterprises. 

For policy makers: The findings stress the need for a calm economic environment 

that supports traditional financial strategies. Policies that make the market brighter, 

stable conditions and reliable credit can be sources of help to businesses in their use 

of working capital based on simple principles for their lives--with the aim eventually 

being improved performance and stronger finance in the manufacturing sector after 

founding. 

6. Conclusion 

This study has rigorously examined the interaction of working capital 

management (WCM) practices with profitability in the context of the UK furniture 

manufacturing industry. To do so, it has undertaken an extensive assessment between 

2007 and 2023 to map the underlying mechanisms through which different WCM 

approaches impact a firm’s financial performance. The results suggest that a moderate 
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conservative working capital policy is an indicator factor affecting profitability and 

supports the fact that optimizing working capital should improve the profitability of 

firms, in particular for the current assets ratio (CAR) on the profitability of return on 

executors (ROA). 

Importantly, it has strong policy and business development implications for the 

furniture and furnishings industry in the UK. Policies must support conservative 

financial structures that value liquidity and operational effectiveness. Policymakers 

should also minimize credit risks of customers given the fact instability in the credit 

market is common and co-support the furniture manufacturers to better manage their 

working capital, which is essential for their long-term profitability and sustainability. 

In addition, efforts to develop the industry should aim to increase supply chain 

efficiencies and drive technology-led inventory and receivables management, thereby 

building resilience and further boosting competitiveness. 

6.1. Recommendations 

For corporates in the UK furniture manufacturing industry: Lean working capital 

management techniques focused on enhancing liquidity, with improved operational 

efficiency, are the need of the hour. Balanced inventory and receivables management 

also strengthen the bottom-line profitability and financial stability. 

For policy makers: To help the industry policymakers can create a stable 

economic environment to foster common sense financial policies. These efforts may 

comprise facilitating credit at low cost, creating market stability, and promoting 

practices to improve operational efficiency in supply chain management. 

For academia, researchers: Explore more on the dynamic front of how the 

different WCM strategies differ in terms of profitability concerning external economic 

factors and technological advancements. These would include cross-sector or cross-

geography comparative studies to discover general trends or unique industry-specific 

learnings. 

6.2. Limitations and future research 

In addition to the sector-specific analysis in the UK furniture manufacturing 

industry, this study also provides a deeper understanding of the relationship between 

working capital management (WCM) and profitability, although with its limitations 

(relying on public companies where the structure can be different compared to private 

small and medium entities) Future research needs to generalize under broader 

conditions. Furthermore, a deeper understanding of the effects of external economic 

and technological changes on WCM and profitability has been lacking, and therefore, 

such an investigation is warranted. And there remain territories of investigation 

regarding the generalizability of these learnings across industries or regions, or in a 

world in which the pandemic economy is far behind us. 

Author contributions: Conceptualization, AR and BM; methodology, AM; software, 

SD; validation, SD and ABA; formal analysis, AR; investigation, AM; resources, BM; 

data curation, AARB; writing—original draft preparation, AARB; writing—review 

and editing, SD; visualization, BM; supervision, AR; project administration, ABA; 



Journal of Infrastructure, Policy and Development 2024, 8(9), 6302.  

11 

funding acquisition, AM. All authors have read and agreed to the published version of 

the manuscript. 

Conflict of interest: The authors declare no conflict of interest. 

References 

Abeyrathna, S., & Priyadarshana, A. J. M. (2019). Impact of Firm size on Profitability. International Journal of Scientific and 

Research Publications, 9(6), 561–564. 

Ahmad, M., Bashir, R., & Waqas, H. (2022). Working capital management and firm performance: Are their effects same in covid 

19 compared to financial crisis 2008? Cogent Economics & Finance, 10(1), 2101224. 

https://doi.org/10.1080/23322039.2022.2101224 

Ahmad, A. Y. A. B., Atta, A. A. M. B., Alawawdeh, H. A., et al. (2023). The Effect of System Quality and User Quality of 

Information Technology on Internal Audit Effectiveness in Jordan, And the Moderating Effect of Management Support. 

Applied Mathematics, 17(5), 859-866. 

Aldubhani, M. A., Wang, J., Gong, T., & Maudhah, R. A. (2022). Impact of working capital management on profitability: 

Evidence from listed companies in Qatar. Journal of Money and Business, 2(1), 70–81. https://doi.org/10.1108/jmb-08-2021-

0032 

Ali, H., & Morshed, A. (2024). Augmented reality integration in Jordanian fast-food apps: Enhancing brand identity and customer 

interaction amidst digital transformation. Journal of Infrastructure, Policy and Development, 8(5), 3856. 

Anderson, S. W. (2019). Uncertainty in quantitative analyses of topographic change: Error propagation and the role of 

thresholding. Earth Surface Processes and Landforms, 44(5), 1015–1033. https://doi.org/10.1002/esp.4551 

 Ashal N, Morshed A. (2024). Balancing data-driven insights and human judgment in supply chain management: The role of 

business intelligence, big data analytics, and artificial intelligence. Journal of Infrastructure, Policy and Development. 8(6): 

3941. https://doi.org/10.24294/jipd.v8i6.3941. 

Awan, A. M., Azam, M., Saeed, I. U., & Bakhtyar, B. (2020). Does globalization and financial sector development affect 

environmental quality? A panel data investigation for the Middle East and North African countries. Environmental Science 

and Pollution Research, 27, 45405–45418. https://doi.org/10.1007/s11356-020-10445-4 

Bhattacheryay, S. (2023). Distinguished Competency and Efficacy of Working Capital Management Ensuing Firm Survival, 

Liquidity, Solvency and Profitability: A Study on Automotive Industry. American Business Review, 26(1), 19–64. Internet 

Archive. https://doi.org/10.37625/abr.26.1.19-64 

Burney, R. B., James, H. L., & Wang, H. (2021). Working capital management and CEO age. Journal of Behavioral and 

Experimental Finance, 30, 100496. https://doi.org/10.1016/j.jbef.2021.100496 

Hasanudin, H., Awaloedin, D. T., & Arviany, D. D. (2022). The impact of cash turnover, accounts receivable turnover, and 

inventory turnover on return on assets (ROA) for agribusiness companies listed on the Indonesia stock exchange (IDX) 

during the period 2016–2020. Jurnal Info Sains: Informatika Dan Sains, 12(02), 37–44. 

Hussain, S., Ali, R., Abdul Latiff, A. R., et al. (2024). Moderating effects of net export and exchange rate on profitability of firms: 

A two-step system generalized method of moments approach. Cogent Economics & Finance, 12(1), 2302638. 

https://doi.org/10.1080/23322039.2024.2302638 

Jreissat, E. R., Khrais, L. T., Salhab, H., Ali, H.,et al. (2024). An In-Depth Analysis of Consumer Preferences, Behavior Shifts, 

and Barriers Impacting IoT Adoption: Insights from Jordan’s Telecom Industry’. Applied Mathematics and Information 

Sciences, 18(2), 271-281. 

Kouaib, A., & Bu Haya, M. I. (2024). Firm Performance of Saudi Manufacturers: Does the Management of Cash Conversion 

Cycle Components Matter? Journal of Risk and Financial Management, 17(1), 16. https://doi.org/10.3390/jrfm17010016 

Liu, L., Wang, Z., Li, X., et al. (2022). An evolutionary analysis of low-carbon technology investment strategies based on the 

manufacturer-supplier matching game under government regulations. Environmental Science and Pollution Research, 

29(29), 44597–44617. https://doi.org/10.1007/s11356-021-18374-6 

Lussi, S., Masset, P., Weisskopf, J. P., & Blal, I. (2023). Cross-dimensional measures of asset lightness and fee orientation in 

lodging groups. International Journal of Hospitality Management, 109, 103391. https://doi.org/10.1016/j.ijhm.2022.103391 

Mahardika, M. R., & Mulyawan, F. (2023). The influence of current ratio, return on asset, debt asset ratio, and total asset turnover 

on financial distress. Case study of Manufacturing Companies in the Coal Mining Sub Sector Listed on the Indonesia Stock 



Journal of Infrastructure, Policy and Development 2024, 8(9), 6302.  

12 

Exchange in 2019–2021. Jurnal Ekonomi, 12(02), 701–708. 

Marzo, G., & Bonnini, S. (2023). Uncovering the non-linear association between VAIC and the market value and financial 

performance of firms. Measuring Business Excellence, 27(1), 71–88. https://doi.org/10.1108/mbe-08-2021-0105 

Modaffari, G. (2024). Financial Needs in SMEs. In Equity Crowdfunding for SMEs: An Alternative Financing Tool. Springer. pp. 

9–49. 

Morshed, A. (2020). Role of working capital management in profitability considering the connection between accounting and 

finance. Asian Journal of Accounting Research, 5(2), 257–267.  

Morshed, A. (2024a). Assessing the Economic Impact of IFRS Adoption on Financial Transparency and Growth in the Arab Gulf 

Countries. Economies, 12(8), 209. 

Morshed, A. (2024b). Mathematical Analysis of Working Capital Management in MENA SMEs: Panel Data Insights. Applied 

Mathematics & Information Sciences, 18, 111–124. 

 Morshed, A. (2024c). Comparative analysis of accounting standards in the Islamic banking industry: a focus on financial leasing. 

Journal of Islamic Accounting and Business Research.  

Morshed, A. (2024d). Strategic working capital management in Polish SMES: Navigating risk and reward for enhanced financial 

performance. Investment Management and Financial Innovations, 21(2), 253-264. doi:10.21511/imfi.21(2).2024.20 

 Moshed A, Al-Jabaly S. (2024). Enhancing marketing success in Jordanian telecom: Strategic IoT integration and brand 

relationship management for maximized consumer loyalty. Journal of Infrastructure, Policy and Development. 8(6): 3858. 

https://doi.org/10.24294/jipd.v8i6.3858 

Morshed, A., & Ramadan, A. (2023). Qualitative Analysis of IAS 2 Capability for Handling the Financial Information Generated 

by Cost Techniques. International Journal of Financial Studies, 11(2), 67. https://doi.org/10.3390/ijfs11020067.  

Morshed A, Ramadan A, Maali B, et al. (2024). Transforming accounting practices: The impact and challenges of business 

intelligence integration in invoice processing. Journal of Infrastructure, Policy and Development. 8(6): 4241. 

https://doi.org/10.24294/jipd.v8i6.4241 

Morshed, A., Maali, B., Ramadan, A., et al. (2024). The impact of supply chain finance on financial sustainability in Jordanian 

SMEs. Uncertain Supply Chain Management. https://doi.org/ 10.5267/j.uscm.2024.4.025 

Paul, S. C., & Rahman, M. A. (2021). Current Assets, Current Liabilities and Profitability: A Cross Industry Analysis. Journal of 

Asian Business Strategy, 11(1), 55–68. https://doi.org/10.18488/journal.1006.2021.111.55.68 

Ramadan, A., Alkhodary, D., Alnawaiseh, M., et al. (2024). Managerial Competence and Inventory Management in SME 

Financial Performance: A Hungarian Perspective. Journal of Statistics Applications & Probability, 13(3), 859–870. 

Ramadan, A., & Morshed, A. (2024). Optimizing retail prosperity: Strategic working capital management and its impact on the 

global economy. Journal of Infrastructure, Policy and Development, 8(5), 3827. 

Santos, E., Lisboa, I., & Eugénio, T. (2022). The Financial Performance of Family versus Non-Family Firms Operating in 

Nautical Tourism. Sustainability, 14(3), 1693. https://doi.org/10.3390/su14031693 

Sharabati, A. A. A., Ghaith, A. A., Morshed, A. M. E. R., et al. (2024). Balanced Scorecard and Competitive Strategies of Small 

and Medium Manufacturing Organizations. DOI, 10(23207.2024), 21-8.  

Shiyyab, F. S., & Morshed, A. Q. (2024). The Impact of Credit Risk Mitigation on the Profits of Investment Deposits in Islamic 

Banks. In Islamic Finance: New Trends in Law and Regulation (pp. 117-129). Cham: Springer Nature Switzerland. 

Xu, Z., Liu, Z., Lu, L., et al. (2022). Assessing the causal effects of long-term exposure to PM2. 5 during pregnancy on cognitive 

function in the adolescence: Evidence from a nationwide cohort in China. Environmental Pollution, 293, 118560. 

https://doi.org/10.1016/j.envpol.2021.118560 

Zheng, Y., Rashid, M. H. U., Siddik, A. B., et al. (2022). Corporate social responsibility disclosure and firm’s productivity: 

Evidence from the banking industry in Bangladesh. Sustainability, 14(10), 6237. https://doi.org/10.3390/su14106237 

Zimon, G., & Tarighi, H. (2021). Effects of the COVID-19 global crisis on the working capital management policy: Evidence 

from Poland. Journal of Risk and Financial Management, 14(4), 169. https://doi.org/10.3390/jrfm14040169 


