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Abstract

Purpose: This study uses the Data Envelope Analysis (DEA) approach to investigate the relationship between Working
Capital Efficiency (WCM) and the financial performance of manufacturing companies in Iran.

Methodology: The research data includes 1440 company-year observations from five industries from 2018 to 2023. To
measure efficiency, the input-oriented BCC model within the DEA framework was used. In this analysis, four variables
wete considered inputs, and two variables were outputs to calculate working capital efficiency.

Findings: The results show a positive and significant relationship between working capital efficiency, company size, and
growth opportunities with financial performance (ROE index). In contrast, the leverage ratio has a negative relationship
with financial performance. Also, the results of the supplementary test indicate a nonlinear inverted U-shaped relationship
between working capital efficiency and financial performance; increasing efficiency up to a certain point improves
performance, but beyond that, it has a decreasing effect. The results indicate a positive and significant relationship
between working capital efficiency and financial performance (ROA index).

Originality/Value: This study's distinction lies in its use of a quantitative and data-driven DEA approach to analyze the

impact of working capital on financial performance at the level of Iranian manufacturing companies. This approach can
provide practical and innovative insights for financial managers and organizational decision-make.
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Figure 1- Data envelopment analysis [4].
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Table 1- Characteristics of input variables and output variables for the present study.
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Table 4- Estimation results of the model considering fixed effects.
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Table 5- Estimation results of the model considering fixed effects.
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Figure 2- Nonlinear relationship between working capital efficiency variables and
nonlinear corporate financial performance.
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