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Abstract

Working capital management refers to the management of current assets, and current
liabilities to create a balance between current assets and current liabilities. By effective
management of working capital, shareholders can earn the maximum return for investment in
assets. Hence, the present study investigates the relation between working capital
management and investment inefficiency at listed forms in the Tehran Stock Exchange for
the period of 2005-2012. The results show that receivables collection period, debt payment
period and cash conversion cycle efficiency are negatively related to the investment
inefficiency, while there is no relation between inventory turnover period and inefficient
investment. Also evidences indicate that cash conversion cycle, cash holdings and the current
ratio are positively related to the investment inefficiency. Overall, in can be stated that the
efficient management of working capital reduces the deviation from optimal investment.

Keywords: Working Capital Management, Cash Surplus, Investment Inefficiency, Agency
Problems.
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1. Efficient Management of Working Capital
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