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ON THE PROFITABILITY OF FIRMS IN SELECTED 

INDUSTRIES IN THE REPUBLIC OF CROATIA

The aim of the paper is to detect the impact of working capital manage-

-

facturing, trade, and information and communication industries. The time 

-

bases of the Financial Agency and Croatian Bureau of Statistics. In order to 

test research hypothesis, among other methods, panel regression analysis is 

-

-

sion of working capital cycles. The latter indicates that a more aggressive 
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The limitations of the research are: the impossibility of spatial and tem-

-

tors of variables, as well as detection of reasons for agreement or contra-

diction with previous research results, unavailability of certain data, and 

-

and systematic review of previous research; in addition to dominant linear 

impact testing, testing of nonlinear quadratic relation between the observed 

variables, which, is beginning to appear in the relevant literature and, ac-

cordingly, is generally poorly represented in all the previous studies, and 

has not been conducted in the Republic of Croatia; respectable spatial and 

information and communication, Croatia

1. INTRODUCTION
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2. A REVIEW OF PREVIOUS RESEARCH ON THE IMPACT OF 

WCM ON THE FIRM’S PROFITABILITY



D. KORENT, S. ORSAG: The impact of working capital management on the profitability of firms in selected industries... 

EKONOMSKI PREGLED, 74 (1) 102-131 (2023)
105

sion analysis prevail.
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dominantly (Eljelly, 2004; Baveld, 2012; Jamil et al., 2015) indicate that the stated 

2.2. A review of previous research on the non-linear impact of WCM on 
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3. HYPOTHESES 
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4. METHODOLOGICAL FRAMEWORK OF EMPIRICAL 

RESEARCH

4.1. Sample design



D. KORENT, S. ORSAG: The impact of working capital management on the profitability of firms in selected industries... 

EKONOMSKI PREGLED, 74 (1) 102-131 (2023)
110

omitted2

Table 1 shows 

2
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Table 1 

 

Size Small  Large  
Total

32.112

483

2.319

134

713 35.144

G (Wholesale and retail trade; 

motorcycles )

11.795 440

1.928

113

523

1.785

9.927

42

184

19

98

1.832

10.209

Total
18.552

110.237

944

4.431 1.334

19.355

116.002

with the item Total

the item Total.

4.2. Data and variables used

Table 2.
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Table 2 

Variable 

name and 

label
label

Firm (NROA)

on assets (BOPRROA)
assets

WCM 

indicators

Firm size
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Variable 

name and 

label
label

t ) / 

) 

Investment in 

it 1 2 3

4 5

of real gross 

Activities 2007. The 

(wholesale and retail 

vehicles and motorcycles) 

iG) 

activity section G, and 0 otherwise, while 

iJ) takes the 

J, and 0 otherwise.
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3. 

 

 

), economic conditions  

(growth of real gross domestic product

(1)

3
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error. (Depken, 2015)

it 0 1 * it 2 * WCMit 3 * LN_SSit 4 * GRSit  

5 * FATAit  * it 7 * GDPGRt 8 * INDiG  

9 * INDiJ i it 

(2)

i t the 

0 i 

i it 

it 0 1 * it 2 * WCMit 3 * WCMit
2

4 * LN_SSit  

5 * GRSit  * FATAit 7 * it 8 * GDPGRt  

9 * INDiG 10 * INDiJ i it 

(2)
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 breakpoint WCM =
-b

b
2

3
2

 (4)

those panels with within between 

5. RESULTS AND DISCUSSION

4. 

4



D
. K

O
R

E
N

T
, S

. O
R

S
A

G
: T

h
e
 im

p
a
c
t o

f w
o

rk
in

g
 c

a
p

ita
l m

a
n
a
g

e
m

e
n
t o

n
 th

e
 p

ro
fi
ta

b
ility

 o
f fi

rm
s
 in

 s
e
le

c
te

d
 in

d
u
s
trie

s
... 

E
K

O
N

O
M

S
K

I P
R

E
G

L
E

D
, 7

4
 (1

) 1
0
2
-1

3
1
 (2

0
2
3
)

1
1
7

Table 3 

 

AB L111 AB L112 AB L121 AB L122 AB N111 AB N112 AB N121 AB N122

L.NROA
0.321***

(27.38)

0.310*** 0.321***

(27.42)

0.310*** 0.319***

(27.78)

0.310*** 0.319***

(27.79)

0.310***

*** *** ***

***

(7.37)

***

(5.71)
*** *** ***

***

(7.47)

***

(5.58)

0.0321***

(14.79)

0.0297***

(13.94)

0.0323***

(14.85)

0.0297***

(13.95)

0.0318***

(15.12)

0.0292***

(14.02)

0.0317***

(15.05)

0.0290***

(13.95)

GRS
0.0489***

(8.00)

0.0511***

(8.42)

0.0508***

(8.17)

0.0531*** 0.0513*** 0.0520***

(8.87)

0.0524***

(8.80)

0.0530***

(8.99)
*** *** *** *** *** *** *** ***

LEV
*** *** *** ***

0.00810***

(7.71)

0.00832***

(7.91)

0.00794***

(7.71)

0.00809***

(7.82)

GDPGR
** ** ** ** ** ** ** **
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K
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R

E
G
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4
 (1

) 1
0
2
-1

3
1
 (2

0
2
3
)

1
1
8AB L111 AB L112 AB L121 AB L122 AB N111 AB N112 AB N121 AB N122

0.00372

(0.35) (0.25)

0.00791

(0.75)

0.00875

(0.85) (0.44)

0.00749

(0.73)(0.81)

0.235*** 0.189***

(8.45)

0.233*** 0.185*** ***

(9.28)

0.174***

(8.07)

0.212***

(9.11)

0.170***

(7.88)
*** *** *** *** *** *** *** ***

t statistics in parentheses; * p < 0.10, ** p < 0.05, *** p < 0.01

Table 4 

 

AB 

N111M

AB 

N112M

AB 

N121M

AB 

N122M

AB 

N111S

AB 

N112S

AB 

N121S

AB 

N122S

AB 

N111V

AB 

N112V

AB 

N121V

AB 

N122V

L.NROA
0.315***

(27.28)

0.307*** 0.315***

(27.22)

*** 0.393***

(9.88)

0.377***

(9.52)

0.391***

(9.81)

***

(9.49)

0.437*** 0.403***

(5.98)

0.429***

(7.10)

0.395***

(5.94)
*** *** *** **

*** ***

(5.89) (1.55)

0.000000223

(1.27)

0.000000139

*** *** *** **

***

(7.90)

***

(5.82)

0.000000240 0.000000191
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AB 

N111M

AB 

N112M

AB 

N121M

AB 

N122M

AB 

N111S

AB 

N112S

AB 

N121S

AB 

N122S

AB 

N111V

AB 

N112V

AB 

N121V

AB 

N122V

0.0351***

(15.57)

0.0331***

(15.30)

0.0354***

(15.57)

0.0333***

(15.29)

0.0101

(1.38) (1.04)

0.00992

(1.34)

0.00795

(1.10)

0.00301

(0.39)

GRS
0.0517*** 0.0500*** 0.0519*** 0.0502*** 0.0428*** 0.0503***

(4.01)

*** 0.0497*** 0.0819***

(4.03)

*** 0.0809***

(4.35)

***

(3.58)
*** *** *** *** *** *** *** ***

LEV
*** *** *** ***

0.00818*** 0.00821*** 0.0110**

(2.53)

**

(2.53)

0.0195*** ***

GDPGR
0.00533

(0.15)

0.00583 0.0410

(0.71)

0.0443

(0.75) (0.75)

0.00548

(0.53)

0.00895

(0.89)

0.00531

(0.52)

0.00878

(0.87)

*** ** *** ** *** ***

0.200***

(8.74)

0.183***

(8.52)

0.198*** 0.183*** ** * ** * *

*** *** *** *** 0.0545

(0.34)

0.0445 0.105

88413 88413 88413 88413 1072 1072 1072 1072

t statistics in parentheses; * p < 0.10, ** p < 0.05, *** p < 0.01
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0

Table 5 

AB N111C
AB 

N112C
AB 

N121C
AB 

N122C
AB 

N111G
AB 

N112G
AB 

N121G
AB 

N122G
AB 

N111J
AB 

N112J
AB 

N121J
AB 

N122J

L.NROA
0.319*** 0.301*** 0.318***

(18.12)
0.300*** ***

(24.45)
0.347*** ***

(24.49)
0.348***

(22.78)
0.325***

(10.34)

***

(9.34)
0.327***

(10.41)
0.305***

(9.35)
*** *** *** *** *** ***

0.000000129***

(5.74)
0.000000110***

(4.83)

***

(7.11)

***

(4.29)

*

(1.89)
0.000000142*

(1.71)
*** *** *** *** *** **

0.000000118***

(5.37)

***

(4.58)

***

(7.27)

***

(4.34) (1.37)

0.0210***

(8.49)

***

(8.88)
0.0214*** 0.0208*** ***

(12.02)
0.0252***

(11.79)

***

(11.92)
0.0252***

(11.70)
0.0335***

(3.92)
0.0320***

(3.89)
0.0351***

(4.14)
0.0333***

(4.09)

GRS
***

(4.97)
0.0382***

(5.39)
0.0371***

(5.05)
0.0389*** 0.0583***

(8.09)
0.0549*** 0.0582***

(8.07)
0.0549***

(7.95)

***

(3.37)

*** 0.0710***

(3.40)
0.0712***

(3.49)
*** *** *** *** *** *** *** *** *** *** *** ***

LEV
*** ***

0.00749***

(3.79)
0.00774***

(3.90)
0.00973*** *** **

(2.15)
0.0101**

GDPGR
** ** * **

*** *** *** *** *** *** *** *** *** *** *** ***

28345 28345 28345 28345

t statistics in parentheses; * p < 0.10, ** p < 0.05, *** p < 0.01
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cycle and the net trade cycle.



D. KORENT, S. ORSAG: The impact of working capital management on the profitability of firms in selected industries... 

EKONOMSKI PREGLED, 74 (1) 102-131 (2023)
123



D. KORENT, S. ORSAG: The impact of working capital management on the profitability of firms in selected industries... 

EKONOMSKI PREGLED, 74 (1) 102-131 (2023)
124

6. CONCLUSIONS
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