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[bookmark: _Toc106118846]Abstract 
This paper examines the impact of ongoing asset management on the profitability of the retail sector in Saudi Arabia. Moreover, the study identifies the main factors that mainly determine working capital in the financial statements of the retail industry in the Saudi market. The numbers were collected from the annual reports to manage the company's liquid assets, which is managing working capital and reaching the required balance between profitability and risk. The sample consists of 10 retail companies listed on the Saudi Stock Exchange from 2010-to 2019. The relationship between working capital management and profitability is examined with correlation; Regression analysis demonstrated that there is an inverse and positive relationship between working capital management and profitability in retail sales in Saudi Arabia.
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[bookmark: _Toc106118847]Introduction 
Efficient WCM increases the free cash flow of businesses, which increases the businesses' growth and shareholder returns. While companies historically focus on capital and capital structure over the long term, the recent trend is that many firms in various industries concentrate on WCM productivity.
Much evidence in the financial literature presents the importance of WCM. Results of empirical analysis show that there is statistical evidence for a strong relationship between the firm's profitability and its WCM efficiency. However, the study undertaken based on the data from CFO magazine on the rankings of firms on WCM efficiency reveals that the measures of WCM efficiency vary across different industries. (Ganesan, 2007)
The job capital complies with a business company's short-term financial needs. It is the required investment for daily businesses to operate. The lag between raw materials and the cost of collecting for the finished selling goods is a consequence of the time lag.
Workshops, bills payable to retailers, and customs fees are the components of working capital. For receivables and net inventories of payables, funding is needed. (Chiou, 2006)
The proportions of these elements vary from time to time in the working capital over the business cycle. The operational capital conditions determine a company's liquidity and sustainability and thus influence the financial and investment decisions. More minor operating capital requirements result in lower borrowing requirements, reduced capital costs, and therefore greater liquidity availability for shareholders. The reduced working capital will, however, contribute to missed revenue and thereby affect profitability. (Myers, 2007)
For the financial health of companies in all sectors, managing operating capital by managing the share of the WCM components is critical. A company may apply stringent collection procedures and tiny revenue allowances to its clients to minimize accounts receivable. The cash balance will improve. The rigorous collection practices and reduced sales credits, however, would lead to a loss of revenue. Maximizing payable by providers' longer credits would also enable vendors to obtain poor-quality products, potentially impacting profits..

[bookmark: _Toc106118848]Problem statement 
· How does inventory turnover affect retail firms' profitability.
· The effect of liquidity on increasing the value of capital


[bookmark: _Toc106118849]Literature review 
The balance between sustainability and liquidity is likely one of corporate financial management's most significant challenges. In this equilibrium, WCM can play an important role and thus be an essential part of corporate finance management. Working capital may be an effective source of internal funding or cash-related sources, and many resources are available to improve WCM's performance. But the research on corporate finance focuses on long-term financial choices like capital structure, payout policy, and capital budgeting. WCM as a corporate finance approach that specifically affects companies' performance and liquidity was analyzed by a few studies. (Tiago Cruz Gonçalves, 2018)
Because of Working capital impact on performance and risk and, accordingly, its benefit, working capital management is of importance. Maintaining a high stock level lowers the risks, among other benefits, of potential interruptions in the manufacturing chain or market disruption because of the shortages of goods, reduces procurement costs, and protects against market volatility. On the other hand, the credit of exchange favors the company's profits in different directions. The trade credit can be an efficient discount reduction that encourages consumers to purchase goods at times of reduced demand. It enables clients to verify that the goods they receive are as negotiated (size and quality) and to ensure that services are provided by contract. Lets companies improve their long-term business ties. Businesses that heavily invest in inventory and commercial loans will, however, suffer from reduced profitability. (Solano, 2006)
(Osho, 2010) Many industrial companies could not live to meet their goals due to inefficiency in handling the working resources. Any company, both private and public, requires adequate working capital to help it meet up with its regular essential financial obligations. This research aims to consider the effective use of work capital as a precondition for corporate sustainability and expansion, identify the optimal balance of working capital, and, where feasible, propose initiatives for improved operating capital management. The researchers used the approach of the desk study, and the results were that: the risk of improvements in demand or technologies left surplus stock unviable, the risk of failure to resolve financial liabilities, and an unproductive binding of excess liquid capital. These recommendations were made, which include that the finance manager should be familiar with the sources of working capital funds as well as the opportunities for investment in which idle funds can be temporarily invested; that management decisions about working capital shouldn't be left solely to the financial manager. 
(M, 2007) In plain words, the sum of money that a business uses to manage day-to-day expenses is working capital. The definition of working capital differs from one another—significant work capital is known as the overall current asset of the company. This analysis aims to explore the different conceptions of working capital and determine the viability of the working capital model in the context of improving planning and management. A total operating capital term is consistent with the net spending on existing properties and their funding. Net operating capital over existing liabilities is more than current assets. Problems of work capital management include deciding the optimal investment ratio for each portion of inventory, debts, cash, and other investment in the short term. The core objective of working capital management should be maximizing companies' spending. One of the reasons responsible for poor productivity in the manufacturing sector is the problem of working capital.
(Chang, 2018)  The central collective action commitments in 40 nations, representing 86.96 percent of the total number of countries, demonstrate unfavorable ties with industry-adjusted asset returns. The updated CCC coefficients have achieved substantial values for 33 nations, accounting for 71.73% of all countries. The findings also suggest a negative association with industrial modified CCCs in 31 countries, representing 67.39 % of all countries. In general, finance theory is linked to the following categories: capital expenditure, capital structure, dividend policies, or control of working capital. While working capital management is essential because of its effect on performance, risk, and hence valuation of a business, its focus has been reduced to the above categories. The daily handling of short-term assets and liabilities of a company plays a significant role in its growth. Though working capital administration is short-term financial management, it is also a natural source of benefit. The control of cash flow is an essential component of an organization's operational policies. Investment capital requires a compromise between profitability and risk, and it is necessary to weigh all these considerations. Companies should extend their valuation to an optimal amount of working capital. Decisions can enhance profits and improve risks.
Conversely, risk-reduction decisions can decrease future profitability. A solid operating capital management strategy will improve the profitability of a business, according to relevant literature. If the recovery duration for receivables is too long, liquidity and reimbursement risks can arise. Often, if the inventory conversion time increases excessively, a company can lose the cost of holding stock. Expanding the period for payment will minimize payment tiredness. Maintaining a high degree of working capital often means costing chances if the business leaves more profitable acquisitions. Therefore, several experiments have shown the possibility of increasing operational efficiency through the shortened cash conversion (CCC) time.
(Rehman, 2013) A company's working capital is essential in making it viable or unprofitable. The majority and all prospective buyers evaluate the working capital distribution. Net Nets Present assets minus short-term liabilities include working capital. Positive working capital explains that the company is well placed to reimburse its short-term obligations. In contrast, negative work capital explains that the company's most liquid reserves cannot meet its existing cash obligations. Any financial planner must maintain the most buoyant investment point in the company's most liquid assets. A company's capital is the sum of capital to perform its day-to-day activities. The investment needed for processing the raw material into goods available for sale for the business is in manufacturing issues. The most critical things in the working capital determination are corporate inventories, accounts receivable, and accounts payable. Working capital management was also used as a method to preserve the competence of the company within its activities. 
(Block, 1992) Based on-balance-sheet flexibility, separating short-term assets into fluctuating and permanent ones can fluctuate in production value, as can sales outcome. Regardless of sales volume volatility or changes in manufacturing capability, the amount of permanent liquid assets remains constant. Inventory and cash security inventories are included in the endless short-term reserves. They are mainly used to satisfy existing assets' long-term minimum investment requirements. The level of permanent current assets has been stable for a long time. It can therefore be contrasted with fixed assets of the business since investments in existing permanent assets are internally acceptable. Inside the group, all investments continue. The key difference between new capital assets and current permanent assets is that future current assets do not visibly change with time.
In contrast, depreciation and market values change only slightly, whereas existing assets change dynamically. Because of the vast number of stocks, firms have held considerable cash. The management of inventory levels is thus proposed to reduce the inventory turnover period efficiently and control production processes effectively. However, failure to manage stocks efficiently can lead to the short- and long-term profitability of a business. Inventories are the most minor liquid groups of all existing reserves to warrant investment Higher Earnings.
(DELOOF, 2003) Most businesses have spent cash on working capital and vast short-term funding payables. Companies should have an optimal working capital amount which increases their worth. On the other hand, the considerable inventory and generous loan policies will boost profits. An enormous list decreases the likelihood that stocks will run out. Trade credit can increase revenue as it enables consumers to consider their products' consistency before paying. Since suppliers may gain considerable cost benefits through offering credit to their consumers over financial institutions, it can also be a cheap source of credit to customers. Most firms have a large amount of cash invested in working capital. It can therefore be expected that how working capital is managed will significantly impact firms' profitability. Shin and Soenen (1998) find a robust negative relation between the cash conversion cycle and corporate profitability for a large sample of listed American firms for the 1975-1994 period. In this paper, I find a significant negative relation between gross operating income and the number of days accounts receivable, inventories, and accounts payable of Belgian firms. These results suggest that managers can create value for their shareholders by reducing the number of days accounts receivable and inventories to a reasonable minimum. The negative relation between accounts payable and profitability is consistent with the view that less profitable firms wait longer to pay their bills.
(Shin, 1998)  Working capital management is critical in small businesses as the maximum investment in short-term assets. In addition, short-term obligations are primarily funded externally. Financial data were analyzed from 1996-to 2002 from 8,872 Spanish small and medium enterprises. The findings revealed that efficiency and account receivables have a significant inverse relationship with compiling time and ITO without affecting the payable duration. It must be recognized that big companies are usually more ineffective when handling labor spending, but not with a concentration of business. Profitability is inversely related to liquidity of the organization. 
(Hawawini, 1986) To quantify production and resource utilization, overall performance metrics have been determined that are likely to represent typical working capital ratios. Standards for businesses to meet target thresholds for each business. This paper also measures how long each organization has taken to reach the desired standard for maximum productivity. The company analyzed the aggregate effect of the market on the individual control of working capital. It has been inferred that well-defined working capital governance practices are influenced in the sector and are consistent with the period using statistics on 1181 American companies from 1960 to 1979. These studies conclude that a firm's investment in working capital is strongly influenced by sales growth and industry practices.
Decides on how much to spend and how much to take from vendors on the customer's account and inventory balances are expressed in a corporate cash conversion process that is an average of days between the day when the corporation starts to pay its suppliers and the day when payments from its customers begin to be collected. Previous research used the test to assess the positive and negative effects of shortening the cash exchange time on the business returns. Specifically, for a sample of bonds traded on a US stock exchange from 1974 to 1994, Shin and Soenen (1998) examine the relationship between the cash transfer interval and profitability. Its findings suggest that a modest reduction of the cash transfer time improves the profitability of companies. In recent years, from 1992-to 1996, Deloof (2003) has analyzed a sample of major Belgian companies. Its findings confirmed that the number of days accounts receivable is outstanding, and inventory reductions are possible for Belgian companies to boost their profitability. In addition, he found that less profitable companies wait longer for their bills to be paid. (Solano, 2006)
(Öz, 2007) Examined the profitability impact of work capital on a sampling of 68 manufacturing enterprises listed on the Istanbul Bourse using annual figures from 1992 to 2005. The investigators studied the effect of working capital on corporate performance by measuring receivable turnover, loan turnover and inventory turnover ratios, and found a negative association between working capital and profits.
(García‐Teruel, 2007) Exploiting the 1996-02 data of 8,872 SMEs in Spain, studied the impact of operating capital management in terms of profitability; They also established a negative connection between work capital and profitability, concluding that businesses will maximize profitability by reducing the time of cash conversion.
(Uyar, 2009) The report on 166 Turkish manufacturing enterprises found a negative association between the cash exchange cycle and the ROA (ROA). On the other hand, when he was assessed as a return on equity, he reported a positive relationship between money and profitability (ROE). The latter results were, however, not statistically significant.
(Garcia, 2011) He has researched the effect of the viability of job capital management with data from 2,974 non-financial companies listed on 11 European stock exchanges between 1998 and 2009. between 1998 and 2009. In this analysis, the cash transfer period was used as an indicator of operational equity and operating profit as a rentability metric. He also stated that the working capital and profitable relationship are negative.
(Şekeroğlu, 2013) The relationship between working capital management and profitability was studied using panel data between 2003 and 2012 on a sample of 16 Turkish weaving companies. As a return on assets and return on equities, the author assessed working capital management in three separate categories, proactive, balanced, and prudent, and profitability. Her results found that companies with a strategic approach to working capital funding received the highest profits, while those with a balanced financing came second.
(Nobanee, 2014) The panel data from 1990 to 2004 on a sample of 2.123 Tokyo Stock Exchange-listed Japanese non-financial companies assessed the ties between the management of operating resources, profitability, the scale of the company, and the business form. They reported that the relationship between money converting and return on investment is harmful and that reducing the time of cash transfer raises the profitability of Japanese enterprises.
(Dinçergök, 2019) Its statistical study of the relationship between working capital management and profitability attacked the previous studies based on their use of the linear model. She forecast that the increase in work capital at its low levels, i.e., trade payables, inventories, and receivables, would increase the company's profitability. Still, it can trigger the reverse impact at a high level. She has tested her predictions on a sample of Turkish companies in the chemicals, oil, rubber, and plastic sectors from 2015 to 2016. Results from the GMM mathematical model have shown a non-linear concave association between claims, trade payables, and profitability.
(Eskin, 2020) Data analyzing the effect of operating capital components on profitability is explored by 33 non-financial companies listed on the Istanbul bourse (BIST) 50 from 2012 to 2016. The study did not reveal statistically significant findings between the maintenance of the working capital, calculated as the cash transfer interval, and net profits.
(Manoori, 2012) Review WC determinants from 94 companies listed on the 2003-2010 Singaporean exchange. They showed that the WC management is adversely linked to company size, operating cash flow, capital spending, and gross domestic products. The report also revealed a longer CCC for companies with higher profits. Finally, no substantial link between CCC and the debt ratio was found in this study. 
(Salawu, 2014) The listed manufacturing companies examined the factors that determined the WC for the period 2000-2009 in Nigeria. The findings revealed that the significant factors deciding WC include Revenue rise, corporate size, gross domestic product, and leverage. The results are derived from financial variables, such as sales, acquisitions, inventory, borrowers, debtors, and overall assets. WC was defined but was not relevant at the 0.05 mark, by the proportion of fixed assets to total assets and net trading cycle.
(Afza, 2008) Examine a connection between the aggressive/conservative policies of the WC for the period 1998-2003 for seventeen industry groups classified on the Karachi Bourse by public limited companies. The study showed their expenditure policy for WC and funding in various sectors varied significantly. The report also observed a negative relationship between corporate performance indices, WC expenditure, and finance policy aggression.
(Al-Shubiri, 2010) Examines the effect on the viability and risk of Jordanian industrial enterprises for the span of 2004-2007 of aggressive/conservative WC expenditure and funding policies. A total of 59 manufacturing companies listed on the Amman Stock Exchange are trial samples. The results revealed that the profitability and aggressiveness of WC investments were negatively related to the financial policy.
This research analyses ten retail firms' relationship between working capital management and business success in Saudi Arabia. We recognize CCC as the working capital management agent. We consider domestic challenges, macroeconomic developments, economic growth conditions, financial crises, and financial pressures to produce strong results. Empirical studies suggest a detrimental association between CCC and a company's profitability and valuation, promoting an ambitious working capital approach that can improve the company's success. However, this influence decreases or reverses when companies are at the lowest level of the CCC. After taking multiple reliability tests into account, the findings are present.
The shape and volume of working capital components during the operating period differ. The quantities of materials used in processes over an active period would be difficult to achieve. This measures the performance of working capital administration during the "working capital days" (DWC). In each evenly weighted portfolio, inventory, and accounts payable, the DWC value is dependent on the dollar number. DWC shall be the period from the order on behalf of the manufacturers of the products before the end of the product being sold to the buyer, receipts are collected, and the receipts are paid for.
This represents the potential for the enterprise to provide vendor loans for its core businesses. The company's profitability is determined by the operating income plus the total asset depreciation (IA). This is an indication of the company's raw earning strength. Operating income and revenue depletion is another metric of profitability used for this study (IS). This shows the margin of profit on revenue. The cash conversion (CCE) and current ratio are used for the measurement of the liquidity of the company.
This study aims mainly to research and analyze 13 retail companies in the Kingdom of Saudi Arabia, their financial conditions, their economic and financial history, and analyze ratios and financial statements.
In line with its integrated vision and renewed interest in delivering distinctive, comprehensive services, the corporation is continuing its growth plan and increasing the foundation of the Kingdom. (othaimmarkets, n.d.)
We have collected all the essential data related to Abdullah Al Othaim Company. We have extracted all the critical data from the financial statements that can serve us in financial analysis and knowledge of financial ratios. We can observe the most significant percentage of revenues in 2020 and that the revenue curve has been increasing since 2009. We can see that the Cash Ratio reached its most crucial portion in 2015 and then started declining. Looking at the inventory turnover rate, we will find that the highest value was in 2010, which was equal to 29.54, but looking at the importance of Capital and the value of inventory, which in 2010 was similar to 220.2 compared to 2020, which was identical to 859.3, which is equivalent to a quarter. The inventory turnover rate in 2020 is equal to 9.32, which is equivalent to one-third, by going to check the capital ratio. We have two ownership ratios, the first of which is Modified Working Capital, which was the most significant percentage in 2015 and was equal to 36.10. As for Working Capital, it was the enormous equivalent of 43.61 and belonged to the year 2009. But what we find strange is that this ratio has fallen to negative, and it is considered something of concern about the growth of the company and the size of the Capital.


Figure-1 (inventory tunrover)

The main aim of Anaam International Holding Group was to encourage the national economy with a joint-stock company that helps and contributes to stabilizing a specific commodity for the meat company. Thus, an infrastructure has been created for the company. The most significant is all transfers, and owning, acquiring, and using the required marine and land transport means of vessels and trucks fitted out and entitled to own, rent, and rent property, hangars, repair work, and equipment. The primary purpose is to implement all transfer services.
It is therefore entitled to act Commercial for the manufacture of beef, animal farming, wool, and leather, in and beyond the Kingdom, for fodder, animal breeding, and animal husbandry. (anaamgroup, n.d.)
The information that we have about Anaam International Holding Group Company, from 2002 to 2020, but in this research, we focus on data from 2008 until 2020 so that there is a fair comparison between the 13 companies. The most significant value of revenues was in 2010 and 2011 with a value of 214.6, but when looking at the sales values ​​gradually, we will find that they decreased by a surprisingly large rate.
The decline in the current year's sales expenditure by 57% compared with 2019, as a result of the depreciation of agriculture about the previous year's sales expenditure decrease in agriculture in 2011. The reduction in the expenditure on sales and distribution in the current year by 30 percent compared with the previous year because of reduced costs for food industry industries to restructure and avoid fodder.
The reduction in administrative and general expenditure in the current year by 14 percent compared with the prior year due to the stopping of forage production and the decrease in the number of farm employees, and the assistance earned by the Ministry of Labor to offset the impact of the Covid 19 crisis on businesses. The effects of discontinued activities on properties kept for sale and forage cultivation rose by 63% compared to 2019, and the benefit from the sale of these assets increased by 63%. This was achieved amid the fall in the current year's other sales relative to the prior year as a result of debts collected in 2019 from previous years. (argaam, n.d.)
The net loss after zakat and tax during the current period is 1.3 million riyals, compared to a loss of 10.9 million riyals during the previous year, 2019, a decrease of 88%. The loss per share during the current period amounted to 0.86 riyals, compared to a loss of 0.55 riyals during the same period of the previous year. The reason for the decrease in the loss for the current quarter compared to the same quarter of the last year is due to the following factors:
· Decrease in general and administrative expenses by 10% and decrease in selling and distribution expenses by 58%
· The increase in expenditures and other income for the current quarter compared to the same quarter is a result of the rise in the profits of selling fixed assets for the current quarter compared to the same quarter of the previous year as a result of stopping the cultivation of fodder and the sale of the support for the cultivation of grass.
· The increase in the cost of sales for the current quarter compared to 2019 by 33% due to the rise in the prices of operating the food sector and leasing to others and the decrease in the agricultural sector's sales for the current year (2020) compared to the previous year 2019.
· An increase in general and administrative expenses for the current quarter compared to 2019 by 6%
· The decrease in revenues and other expenses for the current quarter compared to the previous quarter was due to the reduction of the profits from selling fixed assets, machinery, and equipment for growing fodder.
· Decrease in general and administrative expenses for the current period compared to the same period of 2019 by 13% and a decrease in selling and distribution expenses by 67% as a result of reducing the number of workers and stopping the cultivation of fodder in the agricultural sector
· Increase in revenues and other expenses for the current quarter compared to 2019 due to the increase in profits from selling fixed assets, machinery, and equipment for growing fodder. (maaal, 2020)

Figure-2 (Inventory turnover- Anaam)
Looking at the Inventory turnover, we will find that the most significant percentage in 2011 was 116.17. As for the rest of the years, we found negative ratios for many years, which indicates that the company made a lot of purchases but was unable to sell.
Saudi Marketing Co includes a wide variety of products and combinations (more than 60,000 different items) of fresh products, other consumer items, and household items, in addition to items imported from around the world (Asia, Africa, Europe, North and South America) that provide various customer requirements.
We have collected data from 2009 and 2019 in excel files, and based on that. We analyzed the financial ratios. We have found that the scaling over the years increases the volume of assets and sales due to the expansion of the company and the increase in the sales and marketing department's capacity to increase the sales volume. We will see that the year 2019 has found the most significant positive ratios that can indicate that those numbers and data for 2020 and 2021 will increase, and due to the Corona epidemic that swept the world in 2020, the food and beverage trade has grown, and this is what we can conclude about Financial data for the year 2020 and 2021.

Figure-3 (Inventory turnover - Saudi Marketing Co)
Moving to the inventory turnover rate, which is considered one of the most important financial ratios associated with any activity related to retail sales, we will notice that the ratios are unstable, especially in 2019, in which the Corona pandemic was sweeping the whole world, and in which all retail and supermarket companies achieved Massive sales, unlike the Saudi Marketing Company, which earned a meager inventory turnover ratio. As for Modified Working Capital, which was low in previous years due to the enormous debt of the company, its percentage in 2015 was equal to 188.47, then it continued to decline due to the value of large debts and also the decline in the value of assets.

[bookmark: _Toc106118850]Types of working capital 
Excess capital in existing assets is specified about current liabilities. It is an integral part of the company's total capital. To finance its short-term commitments, a company now needs operating money. Companies with the highest working capital percentage typically demonstrate productivity in their operations management. This allows the company to pay its short-term duties and to operate costs daily.

1- Temporary Working Capital
It is also known as fluctuating or variable capital work. The intermediate working capital and development and revenue volume are intimately linked. Production and sales are not uniform all year round. If firm production orders are issued and a high volume of credit purchases occurs, more temporary working capital would be required. At the same time, temporary working capital is required if development is continued in the immediate future in the expectation of demand.

2- Negative Working Capital
In certain instances, the value of new assets is less than the existing liabilities. If such a scenario occurs, the company will soon face a financial crisis.

3-      Reserve Working Capital
Otherwise, it is considered the working capital of Cushion. It concerns the company units' short-term financial arrangements to react to unsafe shifts or face uncertainty. A company still works on the assumption that such risks are manageable or uncontrollable. The reserves should be used to meet uncontrollable risks and maintain them in the business environment.

4- Special Working Capital
Unique business planning plans can be conducted. Programs may include advertising, sales promotion, product development, marketing research, new product launching, market expansion, etc. Special work capital means, then, a sum of working capital retained to cover the costs of the company's special programs. (accountlearning, n.d.)

[bookmark: _Toc106118851]Methodology 
Working capital is the disparity between tangible and current assets. We use the WCM measurement of the cash conversion cycle (CCC). Using the CCC as a proxy for the WCM, we know that processing, delivery, and selection are not simultaneous but that there is a delay in time and the life expectations of working capital elements.
CCC is computed as:-
CCCit = ARit +INVit + APit

Hypothesis1 
H0: There is no significant impact of working capital management on the profitability of retail companies in Saudi Arabia.
H01 :There is significant impact of working capital management on the profitability of retail companies in Saudi Arabia.
 
Hypothesis  2
H02: Cash conversion cycle has no significant impact on the profitability of retail firms.
H12: Cash conversion cycle has a significant impact on the profitability of retail firms.

Hypothesis 3 
H03: Liquidity does not have a significant impact on the profitability of retailers.
H13: Liquidity have a significant impact on the profitability of retailers.
[bookmark: _Toc106118852]Theoretical framework 



 
Figure-4 (Theoretical framework)

ROCit = B0 +B1 (inventory) + 2B(CCC) +3B(Cash ratio)

The present researchers are included in Saudi retail firms, a suitable sampling tool, and ten companies listed on the Saudi Stock Exchange. We have chosen ten companies. The accessible knowledge, starting from 2010-to 2019, has been created. The primary emphasis was on gathering data using secondary tools and excellent files in which the data is collected. The financial statements and the Saudi Stock Exchange gathered all secondary data concerning retail firms.
To assess the relationship between outflows of an organization and its performance, the primary explanation for fixed capital is the commonly neglected operating capital rather than the explanatory component. Work capital's effect on successful business activities is also known to be analyzed.
In addition, the working capital level is directly proportional to liquidity and inversely profitable, so the risk seeker companies also decrease their functional capital level compared to their sales. However, as an enterprise relies on improving its cash earnings, it increases its operating capital, which leads to a decrease in income. The company must also prioritize its sustainability and retain optimal working capital.
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	Descriptive Statistics

	
	Mean
	Std. Deviation
	N

	dependent
	8.6352
	4.67651
	10

	AOTHAIM
	11.1710
	4.18333
	10

	Annam
	-6.8590
	26.79497
	10

	SMARKETI
	7.8590
	3.98060
	10

	Thimar
	14.6297
	35.78785
	10

	SHAKER
	1.8080
	11.67582
	10

	SACO
	8.4217
	7.08318
	10

	JARIR
	20.6440
	2.24131
	10

	EXTRA
	12.0543
	9.81961
	10

	ALHOKAIR
	6.8987
	6.83343
	10

	SACO.AB
	8.4450
	7.11939
	10





	Correlations

	
	dependency
	AOTHAIM
	Annam
	SMARKETI
	Thimar
	SHAKER
	SACO
	JARIR
	EXTRA
	ALHOKAIR
	SACO.AB

	Pearson Correlation
	dependent
	1.000
	.686
	.627
	.567
	.361
	.612
	-.022
	-.218
	.213
	.480
	-.021

	
	AOTHAIM
	.686
	1.000
	.284
	.647
	-.153
	.473
	.443
	-.064
	.377
	.265
	.439

	
	Annam
	.627
	.284
	1.000
	.047
	-.052
	.562
	.133
	-.028
	.110
	.211
	.139

	
	SMARKETI
	.567
	.647
	.047
	1.000
	.158
	.410
	-.169
	-.267
	-.054
	.517
	-.173

	
	Thimar
	.361
	-.153
	-.052
	.158
	1.000
	.135
	-.604
	-.089
	.298
	.290
	-.603

	
	SHAKER
	.612
	.473
	.562
	.410
	.135
	1.000
	.195
	-.257
	.309
	.679
	.199

	
	SACO
	-.022
	.443
	.133
	-.169
	-.604
	.195
	1.000
	-.031
	.178
	-.185
	1.000

	
	JARIR
	-.218
	-.064
	-.028
	-.267
	-.089
	-.257
	-.031
	1.000
	.209
	-.177
	-.030

	
	EXTRA
	.213
	.377
	.110
	-.054
	.298
	.309
	.178
	.209
	1.000
	-.074
	.178

	
	ALHOKAIR
	.480
	.265
	.211
	.517
	.290
	.679
	-.185
	-.177
	-.074
	1.000
	-.183

	
	SACO.AB
	-.021
	.439
	.139
	-.173
	-.603
	.199
	1.000
	-.030
	.178
	-.183
	1.000



	Sig. (1-tailed)
	dependent
	.
	.014
	.026
	.044
	.152
	.030
	.476
	.273
	.277
	.080
	.477

	
	AOTHAIM
	.014
	.
	.213
	.022
	.337
	.084
	.100
	.430
	.141
	.230
	.102

	
	Annam
	.026
	.213
	.
	.449
	.444
	.046
	.357
	.470
	.381
	.279
	.351

	
	SMARKETI
	.044
	.022
	.449
	.
	.331
	.120
	.320
	.228
	.441
	.063
	.316

	
	Thimar
	.152
	.337
	.444
	.331
	.
	.354
	.032
	.404
	.201
	.208
	.032

	
	SHAKER
	.030
	.084
	.046
	.120
	.354
	.
	.295
	.236
	.192
	.015
	.290

	
	SACO
	.476
	.100
	.357
	.320
	.032
	.295
	.
	.467
	.312
	.304
	.000

	
	JARIR
	.273
	.430
	.470
	.228
	.404
	.236
	.467
	.
	.281
	.312
	.467

	
	EXTRA
	.277
	.141
	.381
	.441
	.201
	.192
	.312
	.281
	.
	.419
	.312

	
	ALHOKAIR
	.080
	.230
	.279
	.063
	.208
	.015
	.304
	.312
	.419
	.
	.306

	
	SACO.AB
	.477
	.102
	.351
	.316
	.032
	.290
	.000
	.467
	.312
	.306
	.





	ANOVAa

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	196.828
	9
	21.870
	.
	.b

	
	Residual
	.000
	0
	.
	
	

	
	Total
	196.828
	9
	
	
	

	a. Dependent Variable: ROC

	b. Predictors: (Constant), SACO.AB, JARIR, Annam, EXTRA, SMARKETI, ALHOKAIR, Thimar, SHAKER, AOTHAIM





	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Beta
	
	
	Zero-order
	Partial

	1
	(Constant)
	4.760
	
	
	
	

	
	AOTHAIM
	1.421
	1.271
	.686
	1.000
	.401

	
	Annam
	.052
	.298
	.627
	1.000
	.178

	
	SMARKETI
	-.604
	-.514
	.567
	-1.000
	-.178

	
	Thimar
	.079
	.603
	.361
	1.000
	.368

	
	SHAKER
	.106
	.265
	.612
	1.000
	.096

	
	JARIR
	-.137
	-.066
	-.218
	-1.000
	-.055

	
	EXTRA
	-.250
	-.525
	.213
	-1.000
	-.246

	
	ALHOKAIR
	-.082
	-.120
	.480
	-1.000
	-.059

	
	SACO.AB
	-.217
	-.330
	-.021
	-1.000
	-.145

	a. Dependent Variable: ROC






[bookmark: _Toc106118854]Results and findings 
In our current research we analyzed ten retail companies in the Kingdom of Saudi Arabia, namely [Abdullah Al Othaim Markets Co, Anaam International Holding Group Co, Anaam International Holding Group Co, Saudi Marketing, Thima, Al Hassan Ghazi Ibrahim Shaker Co, Saudi Automotive Services Co, Jarir Marketing Co, United Electronics Co (EXTRA AB), Fawaz Abdulaziz Al Hokair & Co, Saudi Automotive Services Co (SACO AB)]. We have collected financial data for ten consecutive years starting from 2010 until 2019. The independent variable is return on capital, and the independent variables are cash ratio and inventory turnover. The average return on capital for the independent variable is 8.6352. As the largest average we encountered is that of JARIR, and it is equal to 20.6440. Where was Std. Deviation of the independent variable equals 4.67651, with the largest value being Std. Deviation was for Annam and equal to 26.79497 and here is a big difference between that value and the mean, and this means that the dispersion ratio is very large, in contrast to the smallest value of JARIR company and is equal to 2.24131, and the difference between that value and the mean is not large, and accordingly, the dispersion values ​​are not long. 
When examining the values of Correlations and analyzing the independent variable correlation with each of the ten companies we have, AOTHAIM is of .686, and the smallest correlation value for SACO is -022. Which means this change in the capital can significantly affect the liquidity of the company and the financial flow of each company. Moving on to the ANOVA analysis, we will find that the Regression is equal to 196.828, which means that the prediction of the averages of the values that we have is far from Mean Square, which has a value of 21.870. What can increase our interpretation of companies is that the most variables that affect the capital ratio are Accounts Receivable and Inventories.

Cash: Cash is the most stable existing asset of the firm. Cash comprises currency capital, outstanding reserves of cash and bank deposits and marketable securities. Cash is the most valuable among all the current assets of any company so the organization will manage any other asset. While cash is the main asset, it does not produce income. Cash is sterile in nature for financial managers the management of the company's cash status is therefore very critical. Financial managers should retain enough cash to fulfil their repayment commitments and excess cash in productive assets should be invested. (Emekawkue, 1992)
Accounts Receivable: Receivable accounts are loans incurred in respect of goods and services by their valuable and trusting customers. The quantity and time to be billed depends on the customer's personality and honesty. , "Accounts receivable shall be the sum of all liabilities held at a given time by a corporation. That is the amount that the firm wants debtors to receive from payment of the products and services that the company has supplied or rendered." It is also the Finance Manager's responsibility to follow policies to provide customers with loan facilities in the event of possible defaults.
Inventories: Commonly called inventories are the least liquid of current assets of a corporation and may constitute a substantial portion of the company's investment. Three primary stock categories exist: raw materials, work in progress and finished products. Raw materials are stocks that were bought and used in the manufacturing process, while work in progress is partly completed. On the other hand, finished products show the stock objects ready for monetization. The Accounting Officer would then take account of the costs of ordering, holding costs and the inventory costs.


[bookmark: _Toc106118855]Variables 
We used the return of assets (ROA) as the dependent variable to assess the impact of working capital management on company profitability. This variable was specified as the ratio of income prior to interest and tax on property. In terms of the discrete factors, the number of days of receivable accounts, number of days of inventory and number of days of payable accounts have been used to calculate working capital management. The number of days of accounts receivable (AR) is thus measured as 365 [receivable/sales accounts]. The total number of days on which the company collects fees from its clients is this measure. The higher the rating, the greater the amount you spend in receivable accounts.
Average time for companies to pay for their suppliers is reflected in the number of days payable. This is 365  [payable/buying accounts] we estimated for. The higher the amount, the longer companies are required to meet their vendors' payment obligations. In view of these three cycles together, the cash exchange time is calculated (CCC). The variable is measured as the number of days receivable plus the number of inventory days minus the number of days payable. The longer the liquidity exchange time, the higher the total value in existing assets and, therefore, the greater the need to finance new assets.


[bookmark: _Toc106118856]Conclusion 
Working capital management is commonly seen as a very significant determinant of business sustainability among corporate finance managers. But, as part of the overall financial approach, few reports have studied WCM and how effective WCM increases the profits of companies. We also documented that profitability and effectiveness are a very important and detrimental relationship, which suggests that enterprises can increase profitability by the productive use of working capital. This is an economically important friendship, too. For eg, the income from the properties is reduced by about 0.5% if our WCM measurement raises one standard deviation of the cash convertible period. This finding shows that companies should take care of working capital policies because it impacts sustainability directly. Results on the position of economic cycles in the reverse profitability and productivity connection suggest that both decline and boom cycles have increased incrementally and, in the downturn, are nevertheless more serious. We may therefore infer that in poor economic states an effective WCM is much more important, strengthening the position of WCM in financial crises. (Aktas, 2015)
Our findings also show that the gradual impact on profitability of intense economic cycles in account receivables, in booming economic cycles, is particularly important. We may find proof that growing consumer trade credit has a very substantial negative incremental effect on profitability during these periods. Our findings generally show that if companies handle their working capital more efficiently, they will generate value for their shareholders by effective Working Capital Management. In down turning economic conditions, this is particularly relevant. Effective management would include in-house funds to be used in profitability, emphasizing the value that working capital management can be seen as part of the overall financial plan for businesses.
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Inventory Turnover


12/31/2009	12/31/2010	12/31/2011	12/31/2012	12/31/2013	12/31/2014	12/31/2015	12/31/2016	12/31/2017	12/31/2018	12/31/2019	12/31/2020	FY 2009	FY 2010	FY 2011	FY 2012	FY 2013	FY 2014	FY 2015	FY 2016	FY 2017	FY 2018	FY 2019	FY 2020	1.5238	29.540900000000001	9.1411999999999995	3.3519999999999999	14.3635	26.492699999999999	29.750499999999999	7.048	13.8703	11.8916	-4.5861999999999998	9.3236000000000008	

Inventory Tunrover


FY 2008	FY 2009	FY 2010	FY 2011	FY 2012	FY 2013	FY 2014	FY 2015	FY 2016	FY 2017	FY 2018	FY 2019	FY 2020	54.607199999999999	-8.2539999999999996	-9.0896000000000008	116.173	21.081600000000002	17.697600000000001	-79.6036	14.1258	-30.108599999999999	9.8478999999999992	-46.162799999999997	-53.314999999999998	-28.996600000000001	

Inventory Turnover

FY 2010	FY 2011	FY 2012	FY 2013	FY 2014	FY 2015	FY 2016	FY 2017	FY 2018	FY 2019	31.527000000000001	6.3621999999999996	26.123699999999999	25.650400000000001	33.402099999999997	32.932099999999998	9.1982999999999997	15.7867	13.1615	9.2680000000000007	
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