World Journal of Environmental Biosciences
All Rights Reserved WJES © 2014
Available Online at: www.environmentaljournals.org

Volume 6, Supplementary: 57-62

ISSN 2277- 8047

Survey of availability effect to financial resources and working capital management
on value of accepted companies in Tehran stock exchange

Ayoub Manzelil*, Afshin Armin2, Hamid Rostami3

123 Department of Accounting, Bandar Abbas Branch, Islamic Azad University, Bandar Abbas, Iran.

ABSTRACT

Nowadays one of characteristics of new markets is consideration to capital parameter and effective methods on keeping company value in
competitive markets. Necessity of this case is having comprehensive knowledge towards company place in financial markets and also effective
environment on performance of different companies in multiple industries. Hence main purpose of this research is investigating availability
effect to financial resources and management of working capital on value of accepted companies in Tehran stock exchange for years from
2007 to 2013. Case study in this research including 90 accepted companies in the market of Tehran stock exchange. Hypotheses based on Dicky
Fuller test, Shapiro Wilk test, ANOVA test and Hausman test and multi-variable line regression are tested. Independent variable of this research
is availability to financial resources and working capital management and dependent variable of company value that availability methods to
financial resources by using three criteria, long term debts, short term debts and new shares are measured. Findings showed that the ratio of
long term debts and short term debts have negative and meaningful effect on company value and also financial preparation through new
shares and working capital management have positive and meaningful effect on company value.
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INTRODUCTION

Nowadays companies are successful whom by recognition of
effective factors on capital structure and structure of suitable and
optimized financial preparation prepares their necessary financial
funds from correct resources of financial preparation so that
expenditure of company capital reached to minimum and wealth of
shareholders reached to maximum. The purpose of recognition of
capital structure is recognition of financial resource combination
for maximizing wealth of shareholders. Nowadays one of
characteristics of new markets is consideration to capital
parameter and effective methods on keeping company value in
competitive markets. Necessity of this case 1is having
comprehensive knowledge towards company place in financial
markets and also effective environment on performance of
different companies in multiple industries. In terms of being
different of internal parameters of different companies and
industries such as company situation, type of financial preparation
and financial structure of companies are different. At last
companies are successful whom by recognition of effective factors
on capital structure and structure of suitable and optimized
financial preparation prepares their necessary financial funds from
correct resources of financial preparation so that expenditure of
company capital reached to minimum and wealth of shareholders
reached to maximum. The purpose of recognition of capital
structure is recognition of financial resource combination for
maximizing wealth of shareholders (Myers 1984).
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Decisions of financial preparation and investment in companies are
decisions that both are adopted with providence. In decisions of
financial preparation, the company applied considerable funds till
in future can act to its commitments through suppliers of financial
resources. In investment decisions, company ignores some present
advantages by consideration to gaining more advantages in future.
Resources of financial preparation of companies based on their
financial policies is divided into two parts, internal financial
resources and external financial resources. In internal financial
resources, company proceeds to financial preparation from earned
profit place. It means that instead of dividing profit among
shareholders, they apply profit in mostly operational activities for
earning more return and in external financial resources they
proceed to financial preparation from debts and shares place
(Abzari et al 2007).

In present challenging economy by environmental increasing
pressures and confined external resources, property and current
debts means working capital of economic firms is so important and
optimized management of working capital of firms can consider as
a competitive advantage for them (Pinot, Raymond 2007).

Based on place and importance of capital in organizational
processes, its management is so important. Here working capital is
generally included into high part of organization capital in all
organizations especially in organizations by smaller size and its
management is based on management mechanisms of supply chain
elements which is so important.

Working capital of a company is collection of sums in which current
funds is invested and management of working capital is including
volume recognition and resource combination and working capital
usages so that wealth of shareholders will increase (same
reference).
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Smith (1980) believes that management of working capital is so
important because of its effect on risk and profit of company and at
last on company value. Because investment in working capital is
included into exchange between profit and risk and decisions
which tend to increase profit leads to increasing risk and vice versa
decisions which is focused on declining concentrated risk leads to
decreasing potential profit (Garsia et al 2007). Hence the purpose
of present study is that availability to financial resources and
management of working capital have meaningful effect on company
value and our expectation of research result is that by correct
selection of financial preparation method for investment and
improvement in management of working capital, we can have
meaningful effect on company value.

2. Research Literature
The main purpose of financial management is maximizing wealth
of shareholders or company value which this is a long term
purpose. The advantage of this long term purpose including
consideration to shareholders returns and one of cases that its
effect is confirmed on value in different tests is policies of financial
preparation. At present companies for reaching to financial
resources have many problems such as high interest and so on. So
by lack of resources, managers for investments use suitable
methods for reaching to financial resources. Also managing on
working capital which is an important criterion of liquidity is duty
of managers (Madrakian, Hassan 2011).
Financial resources of each economic unit are included into internal
and external resources. Internal resources including cash currents
arising operations plus funds of properties sale and external
resources including borrowing of financial markets and
distribution of new shares. Financial managers for financial
preparation proceed operational funds of organization so that they
turn to foreign markets and here they prefer debt to special value.
Based on this logic, at first most financial managers turn to
evaluation of their borrowing capacity and then they make debt
after special considerations (Roger et al 1990).
Tables 2-1 and 2-2 show summary of financial preparation
methods along with their advantages and disadvantages.
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Table 2-1: Methods of short term financial

preparation
Users Dizadvantages of Method | Advantages of Method | Definition Mame af z
Method =]
o4
* Alleconomic
units * |nflation of payable | * Easiness ofavailabiity | Receivinggoods | Commercial
accounts *MNo cost and payment of credit
*Destroying cashdiscount | * Lack of need to | cashwithinterval | (buying 1
* Declining credit degree | collateral credit goods
of economic units * lack of rigor of with
creditors services)
* Insurance | * It is performed only by | *Having no collateral Debt without Commercial
companies valid economic units * Possibility of deadline | guarantee of paper (bond)
* Company Fund sefting (redemptiontime) | economicunitand | short term
of Investor of securities repaymentin 5
* Retirement Fund * Financial preparation | deadline
through new bonds
(continuous  financial
rEs0Urce)
 All economic * Guaranteed profit ofloan | * Using banks services | Receivingneeded | Bank loans
units is more than other [* Using financial | cash of banks (with
methods resource in deadling collateral
* Mecessity of having | * Using all or part of and without
sufficient capital and | allocation collateral) 3
suitable liquidity * Possibility of
* Compensating balances | repayment befare
deadline of debt
*Alleconomic
units *Having guaranteedprofit | * It is usable when | Receivingneeded | Loans of
more than loan possibility of receiving | cash ofinstitutions | commercial "
* Need to collateral for | loan is not available financial
loan institutions
*Largeeconomic | * It is performed only by | * Guaranteed profit is | Securities are
units in industrial | valid economic units less than bank loan exchangeablethat | Issue of
countries * |t has more formality 1t is without collateral | itis soldto other | commercial
units, banks or documents 5
financial
institutions by
economicunits
* New economic | *  Mortgage  needs | * Availability to cash Receivingnesded | Financial
units tolerance  of  extra | * Availability to cash in | cash and giving | preparation 5
* Economic units | expenditures 5E350N collateral as a | through
that grow speediy credit collateral
* Economic units | *Financalsituationshould | * Fast access to cash Collateral of Mortgage of
that have | be strong and residuals receivable receivable 1
temporarily should be acceptable accounts accounts
working capital
* hutomobiletrade | * Guaranteed profit is | * Fastaccessto cashin | Collateralis goods | Collateral is
firms morethan |east bank proft | season goods 82
* The same as above
CASES
* Economic units | *Financialsituation should Mortgage of
of canning and | be strong There should be other
food industry sufficient goods property s
* Economic units | * Guaranteed profit is such as | 83
thattheirfinancial | morethan Isast bank proft ground,
situation is weak | * The same as above machinery
CASES and
equipment’s
Pre-
* Economic units | Necessity of having high | * Fast access to cash Fast access to | receptionfor
with have high | applicants with suitable cash productsale
applicants  and | quality of
have relative CONSUMErS 7
quality and price
in the market
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Table 2-2: Methods of mid and long term financial

preparatlon
Users Diadvaniages of _ _ - Mame of —
Methad Advantages of Method Definition Method ROW
Contants of
contracts of thesa
loans make
limitations for
economic units * Profit of mid and long temn

Economic unis loans is almost fixed Long tarm
thetwant o | Rate of loan profit * When setting up a Bank losns by pank loans

is ususlly more contract, we can debate

Using property = and its
payment s instaliments in
a long term penod

which owner of
property permits
to use forpersonal

in a conditon
of

countries

having deadiine wil
malke fied than fed profit | sbout condions of contract g fwith !
property s or —— - more than one collateral and
rate Consumers who are good ; -
long term . year without
R - in payment can use
investments n collsteral)
Payment of annusl facilities
instaliments have
high pressure to
liquidity
New Econamic
units in Itis tract i Lang term
industrial =8 cantactin | o nts (Rent

Economic units kit operational
oftranspartetion paymen rant)
industry
Expanditure of this
method s more
than financial | 45 ook of deadine snd
preparation in
other methods financis| preparatan Holders of usual
shares are final
Ray fen Econamic unit has nolawkl owners
All shares ayment of Share | . cessity for payment of P ; 3
=nares profit does not shares profit Compsnies of |\, o\chares
companies cause tax saving public shares
ic uni resent
g’.[f:“t'.:'m'c_”"“l By distibuting shares, | PEET
_'h’ ! '_’ ng 1‘"”5 ownership situation and e 'Z
sharas causa to control of economic unit peon
deciine eachsham have no chanae
and this caza has =
negative effectson
share price
femt teof | Expenditure of bandsis
retum rate o scoeptabie fortax. Then the
economic unit is
expenditure of bonds is low.
less than profit
rate. proftofeach [ Lo o e ot tem _ Bonds (by
share will be name and
Economic units ) losns has priority. Some . .
deciined Documents which without
by having bonds is changesble and ‘ 4
: Insbility in profit | ) its distributors name} (By
commercial : . some repaysble. Holders of i | el
cradit paymenimaybe 8 | 45042 in public group of | SFFEPLS 1o rmpay .
bankmuptey values without
o economic unithsve nonght
Conditions of collstersl)
1o vote if retumn rate will be !
contract of bands s
xe timitations for | 2™ than profitrate. itisa
maks imiations suitable method
economic unit
Using right of ususl
share paparhas Purchase of
specisl period ,if it ususlshares
is not used in this is s type of
period. t has na securities
value * Purchase paper that its
All shares Purchase paperof ususl | of ususl sharesis | holdercan 5
companies It incresses shares is tradsble in the tradable in the buy certsin
numbear of market market number of
=conamic unit ususlshares
shares of economic
unitin a
Itdelines profit of cartain price
=ach share
If retumn of
econamic unit is
mee than Expenditure of financial
- preparation through high
=xpanditure of ot = e then neda)
share capitsl, proft F”: " "H j;‘ E"f”hi”:
of 2ach ususl shars. Hokdars of hig
chere decine shares have confined A type of shares
= advantages. High shares | which its holder
Al shs_re ) Expenditure of are usually without deadine f_!sve towards
companiesin | R e incomes and 6
industrial nan bonde and Economic unit towsrds property s of High shares
countries debtj payment of high share proft | 2conomic unit or
- does not have lawful limited claim
Paymentat | e o et have
collected share | " oo
proft may right to vate.
encounter
‘economic unit with
problems
Long term loans
e . which are gven to
All economic | o P oflaans companies by Loans of
o not need to T
units of industral insurance cradit
compensating .
countres = =conamic unts insttutions
residual -
and financial
instrtutions
Sovammantal Loans which are
companies or - Loans of -3
givan by
depandant on Shven oy gowemmant
govemmeant 9

Management of working capital is one of the most important parts
of management in organization that is responsible for management
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of current property s in daily activities. Basically this part of
management emphasizes on cash, securities, receivable accounts
and property s. making balances in these accounts is so sensitive so
that by each change in environmental factors of organization, each
one of these accounts is affected. Management of working capital
should forecast through midterm programming for possibility of
making balance against changes of environmental factors. Working
capital is arising difference between current property s (working
capital) and current debts and they are used as a suitable index for
investigating ability of company liquidity against repayment of
current debts. A company has suitable liquidity that can repay all
its debts. Management of working capital is one of duties of
financial department that included all current property s of
company so that he is responsible for recognition of suitable rate of
current property s in comparison with risk of repayment of current
debts. On the other words management of working capital is a
decision in which policy and practical technique for controlling
current property s in comparison with current debts are selected
and it maximizes profit of company share (Parsaeean 2007).
Mustafa (2014) investigated the effect of management of working
capital on the profit performance of non-financial companies in
Karachi stock exchange. He resulted that management of working
capital shows a field on output performance of a company. Hence
for bigger companies, working capital usually make considerable
ratio of all their property s.
Ferdinand et al (2012) in a research investigated company
ownership and quality of financial reporting and company value.
They concluded that ownership of stronger company has positive
relationship with company value and quality of financial reporting
has negative relationship with company value.
Simpson (2008) showed the effect of advertisement output on
value of company market and their rivals. Also he reported that
disclosure of advertisement outputs leads to increasing company
value.
Veptz and Pensa (2007) in a research as capital structure and
shares return in European countries by using information of 425
European companies between 1990 and 2005 and also using
Welch (2004) model considered to investigating relationship
between different methods of financial preparation for capital
structure and share return of European companies. Results show
that there is a meaningful relationship between different methods
of financial preparation and share return of European companies.
Also they consider to comparison of this result with the similar
results of researches in American companies.
Muradoglu G and Sivaprasad (2007) investigated if structure of
value capital is related to investors. They combined theoretical
framework of Miller Mililani with investment case by estimating
unusual return on financial leverage portfolios in time series for
different groups of risk. Their selected panel is company
information related an interval 25 years in London exchange. They
divided all present industries in exchange except banks, insurances,
financial institutions and so on to different group of risk. Results
showed that return of share owners rights will be increased with
financial leverage for some groups of risk and some other may be
declined. For most groups of risk, unusual return will be increased
when the average of financial leverage increased. For example
public industries is a risk group in which financial leverage and
unusual return have positive relationship.
Welch (2004) considered in a research as capital structure and
methods of financial preparation and share return in American
companies. He used information of American companies through
1962 to 2000 in this research. Results of his research showed that
companies which use high debt ratio for their financial preparation,
this ratio effects on their share return and on the other hand there
is a meaningful relationship between debt and return in this
research and also this research is the criterion of different
researches in this case.

3. Hypotheses of research
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Hypothesis 1: Ratio of long term debts on company value has
meaningful effect.

Hypothesis 2: Ratio of short term debts on company value has
meaningful effect.

Hypothesis 3: Financial preparation through distributing new
shares on company value has meaningful effect.
Hypothesis 4: Management of working capital on company value
has meaningful effect.

4. RESEARCH METHOD
This study is an experimental research and from purpose, it is a
developmental research and it is considered correlation-
descriptive from data collection in which real information are used
in financial statements of companies for data collection. In this part
theoretical aspects of topic and practical studies are investigated.
Also part of needed data by using software and information bank
are collected. At last data collection and tests by help SPSS and
other related software is performed. Statistical community of the
present research is included into all accepted companies in Tehran
stock exchange. Among present companies, 90 companies are
selected as a sample.
4-1 Models and Variables of Research
General regression model for test of all hypotheses
CVie=B, +B,LTDR;; B,STDR;(B,Sliy+B,WCMic+ B_ SIZE;, +
Bg ROE;E;
LTDR: Ratio of long term debt to all properties
CV;.: Company value
SIZE: Company value equals to natural logarithm of all properties
ROE: Rate of shareholders return
STDR: Ratio of short term return to all properties
SI: If company will have share distribution in a certain year, it is one
otherwise zero.
WCM: Management of working capital
In the present research based on recognized hypotheses, research
variables are defined as follows:
1- Dependent variable of this research is company value. Natural
logarithm towards shareholders rights to book value in recent
studies is used as value criterion of company (Lang et al 2003).
Independent variable: This research investigates availability to
financial resources and management of working capital that
availability methods to financial resources is measures by three
criteria such as long term debts, short term debts and distributing
new shares.
STDR: Ratio of short term debts to all properties
LTDR: Ratio of long term debt to all properties
SI: If company will have share distribution in a certain year, itis one
otherwise zero.
Management of working capital is measures as follows.
(Receivableaccounts/sale)*365+ (properties/sale)*365-(payable
accounts/sale)*365
WCM: Management of working capital
Controlling Variables:
SIZE: Company value equals to natural logarithm of all properties
ROE: Rate of shareholders return
4-2 Tests of research hypotheses
4-2-1 Test of Hypothesis 1
Ho: Ratio of long term debts on company value has no meaningful
effect.
Hi: Ratio of long term debts on company value has meaningful
effect.
Results of table 4-1 show optimization of model for hypothesis test.
Wald test (29.14) and meaningful level (0.000) show being
meaningful of model for hypothesis test. Results of Wooldridge test
also show lack of self-correlation among disturbing sentences.
Declined recognition coefficient is 35 percent. Variable for ratio of
long term debts as independent variable, company value as
dependent variable and variables of company value and return of
shareholders rights as controlling variables in research are
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mentioned. Variable for ratio of long term debts based on
meaningful level (0.000) in following table has a negative and
reverse relationship with company value. Controlling variables of
company value and return of shareholders rights have relationship
with company value. Based on presence of effect of long term debts
on company value, hypothesis one of research is accepted.

Table (4-1) Test of Hypothesis 1

Statisticsz | Coefficient | Abbreviations Variable

-454 A7) Ltdr Ratio of long term debt

34N 0239 Roe Return of shareholders rights

2193 0194 SIZE Company size

2103 0.4951 ] Width of Crigin

Wald ) ; ;
Shatistics 0.35 Declined Recognition coeflicient
Meaningful 228 Watson Camera

level

4-2-2 Test of Hypothesis 2

Ho: Ratio of short term debts on company value has no meaningful
effect.

Hi: Ratio of short term debts on company value has meaningful
effect.

Results of table 4-2 show optimization of model for hypothesis test.
Wald test (17.88) and meaningful level (0.000) show being
meaningful of model for hypothesis test. Results of Wooldridge test
also show lack of self-correlation among disturbing sentences.
Declined recognition coefficient is 39 percent. Variable for ratio of
long term debts as independent variable, company value as
dependent variable and variables of company value and return of
shareholders rights as controlling variables in research are
mentioned. Variable for ratio of short term debts based on
meaningful level (0.000) in following table has a negative and
reverse relationship with company value. Controlling variables of
company value and return of shareholders rights have relationship
with company value. Based on presence of effect of short term
debts on company value, hypothesis two of research is accepted.

Table (4-2) Test of Hypothesis 2
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Statistics z Coefficient Abbreviations Variable
-84 0387 Stdr Ratio of short term debt
288 0.128 Roe Return of shareholders rights
3.99 081 SIZE ‘Company size
4178 0117 C Width of Qrigin
‘Wald . o .

Statistics 0.39 Declined Recognition coefficient

Meaningful 223 Watson Camera
level

4-2-3 Test of Hypothesis 3
Ho: Financial preparation through distributing new shares on
company value has no meaningful effect.
Hi: Financial preparation through distributing new shares on
company value has meaningful effect.
Results of table 4-3 show optimization of model for hypothesis test.
Wald test (27.46) and meaningful level (0.000) show being
meaningful of model for hypothesis test. Results of Wooldridge test
also show lack of self-correlation among disturbing sentences.
Declined recognition coefficient is 46 percent. Variable for
Financial preparation through distributing new shares as
independent variable, company value as dependent variable and
variables of company value and return of shareholders rights as
controlling variables in research are mentioned. Variable for
Financial preparation through distributing new shares based on
meaningful level (0.000) in following table has a positive and direct
relationship with company value. Controlling variables of company
value has relationship with company value. Based on presence of
effect of Financial preparation through distributing new shares on
company value, hypothesis three of research is accepted.

Table (4-3) Test of Hypothesis 3

Statistics Coefficient Abbreviations Variable
404 0397 . Financial preparation through
: 3 distributing new shares
104 1712 Roe Return of shareholders rights
30 0.84 SIZE Company size
3014 0.956 C Width of Origin
Wald ) o .
Statistics 046 Declined Recognition coefficient
ABETTE 232 Watson Camera
level

4-2-4 Test of Hypothesis 4

Ho: Management of working capital on company value has no
meaningful effect.

Hi: Management of working capital on company value has
meaningful effect.

Results of table 4-4 show optimization of model for hypothesis test.
Wald test (34.35) and meaningful level (0.000) show being
meaningful of model for hypothesis test. Results of Wooldridge test
also show lack of self-correlation among disturbing sentences.
Declined recognition coefficient is 28 percent. Variable for
Management of working capital as independent variable, company

value as dependent variable and variables of company value and
return of shareholders rights as controlling variables in research
are mentioned. Variable for Financial preparation through
distributing new shares based on meaningful level (0.000) in
following table has a positive and direct relationship with company
value. Controlling variables of company value has relationship with
company value. Based on presence of effect of Management of
working capital on company value, hypothesis four of research is
accepted.

Table (4-4) Test of Hypothesis 4

Statisticsz | Coefficient | Abbreviations Variable
8.21 S Wme Managementof working capital
212 0.548 Roe Return of shareholders rights
081 0214 SIZE Company size
-7 -0.64 c Fixed value

Sl::l;'asll?cs 082 Declined Recognition coefficient

5. RESULTS OF RESEARCH
Company capability in recognition of potential financial resources
for preparation of investments and suitable financial programs is
considered as main factors of growth and development company.
In this situation using techniques of financial managers is necessary
in controlling companies affairs. In this research we follow the
effect of availability to financial resources and management of
working capital on value of accepted companies in Tehran stock
exchange. Findings show that ratio of short and long term debts
have negative and meaningful effect on company value. It means
based on increasing ratio of short and long debts, company value
declined. Also financial preparation through distributing new
shares and management of working capital has positive and
meaningful effect on company value. It means that based on
increasing financial preparation through distributing new shares,
company value will be increased. Also based on increasing
management of working capital, company value will be increased.

6. Propositions for Future researches
1. The relationship between methods of financial preparation and
investment sensitivity to cash current in Tehran stock exchange
2. The survey of availability effect to financial resources and
management of working capital on company value in accepted
industries in Tehran stock exchange
3. The relationship of financial and economic value added and types
of capital structure should be investigated.
4. The methods of financial preparation of Iranian companies
should be studied and also the method for best selection of financial
preparation must be recognized.
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