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Abstract This study aims to analyze the effect of the level of accounts receivable on firm profitability.
It is possible to find the optimal level of accounts receivable that maximizes profitability. In this study,
6,632 samples were selected from manufacturing companies listed on the Korean Stock Exchange from
2001 to 2018. We used the fixed effect panel model to analyze the model equation. There is a positive
(+) relationship between the profitability of a company, the Return on Assets (ROA), and accounts
receivable (AR). Also, this relationship has a nonlinear relationship or a reverse-U shape. There is an
optimal level of accounts receivables, which results in profitability increase up to a certain extent, but
subsequently, profitability decreases when accounts receivables exceed this level. In the case of
monopoly companies with a higher-than-average market share, the coefficient between accounts
receivable and firm profitability is greater than that for competitors with a lower market share than
average. It supports the hypothesis that Titman (1984) suggested, that trade credit is important for
enhancing corporate profitability. It is confirmed that accounts receivables play an important role in

enhancing firm profitability and it is necessary to understand this well from the corporate standpoint.

Keywords : Trade Credit, Account Receivable, Profitability, Panel Regression, Market Share

o] A= 20188 E th-efst ShaATHA Yo R QLS.
*Corresponding Author : Kayoun Yi(Daegu Univ.)

email: kayouni@daegu.ac.kr

Received March 5, 2021 Revised March 30, 2021
Accepted June 4, 2021 Published June 30, 2021

207



SHARSH7| &38| =R A A2238 A6, 2021

=

—

1. M

7192 WESHE B3l g SHe dEeE 7Y
S Feste] 352eR 7|A7H] SHekE 24dst
21 Rtk 7149 e A 9 dEeE F9H
I SHAIRE oAt B2 AvAeke] A osfA mlH
of AFUE 7Fs/dS 2 Stk 719U E uiE
AL 2ds] wesfof et ol FHoA & 7
o] aHRfoA mEAHEE AFshe A3 SFAARt
o #AE B3 MAAMFE ARShe A2 7]
I 7170 9= € 5 Se DIAFAE

co= =& 7@0]

| &&= WAy WdRF= 719A=RA
A8 A (trade credit)gtal 3bH 1 24 891
-8 B71° tigt A4=0] o4& A8t Qi
719 719k Aol digt ArEE EAgH

Titman(1984), Mian and Smith(1992)2] 1tof 4]
olsiEAIRete] A wZel 7149 A8AH= 71 7t
A0 FFS & & At sFUth. Martinez-Sola,
Garcia-Teruel, Marinez-Solano(2014)= AH|Ql A]
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=G +ﬂl X ARM +B2 X Dummymkshare X ARz',t
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share industry sales
sales/ account
turnover turnover .
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4. NEENZAD

4.1 B27|9e] WEY 54

T= SO

HE7|A9 AREH EAL Table 2. o AAE 7=
EAZ Yeht ek 7199 42142l ROAReturn
on AssetZ BHHO R 4.3%<21 202 Yl 91,
j&AEo] HEAR)S BHHOF 18.7%9] $%22 B
Qlth.  HAju]E(leverage)S 44.6%°lH, AFH-E

+ B % Size,, + B, X Leverage, , (mkshare}2 1.7%, &A1& (turnover) 8.79
+ 6; X salesgrowth, , + 5 X Cash,, glojc},
+ 8y X Mkshare;; + 3y Turnover, ,
Al
T tg e “(2) Table 2. Simple Statistics
° B obs = 6,632 mean std dev min max
where, Dummy_mkshare : 7]?:1-]-0’] A]ZJ-?&LIQI_EO] BH%]Tj ROA 0.043 0.126 -2.321 1.649
o] PAgET 0H 1, ¥2H 0 AR 0187 | 0137 | 0.000 0.879
Size 19.676 1.548 15.777 26.112
_ _ - lesgrowth 0.069 0.509 -0.965 30.357
=P o]k ukel 7]olo] AJRFA.0. Qo] Sfiths sa
2Rl ofotd e 719} AgR-Eel e leverage 0446 | 0214 | 0014 3.280
594 FagEo 22 7192CIE 584 TIdLeR cash 0057 | 0064 | 0.000 0.850
Heyolahd AT BAAEE (B, +B,)0] Hrh mkshare 0017 | 0078 | 0.000 [ 1.000
turnover 8.792 26.817 0.055 1630.000
”ngﬂi«] AF 9] sAATE= (8, +4,)°] Hek
z]—x—l o9 slchid-o] 1 T+ 14-_9_
APgEREe] =] BagE w2 Zdeletd Table 3. pearson correlation coefficient
ol= A% X—*. 7|92 ERStH olus wiEAdute
- . ROA AR Size salesgrowth
AT 401, WERE AlF FH AAATE .
AR -0.049 1
By oIt size 0.148°  -0.265° 1
[7Fd3]9] AZL o|E &g uelst 4= o} salesgrowth 0.079° 0.008 -0.013 1
03”(1)&1( EOVA](Z)OHH./] W2 2Eof ] T;Hfﬂ_ /gcg‘_c_{_ leverage -0.304" 0.211° 0.115% 0.009
h 0.089% -0.006 -0.084" -0.00
Table 1.0 29Fstict. ? ’
mkshare 0.080% -0.113% 0.317% 0.008
turnover 0.066" -0.177* 0.109* 0.008
Table 1. Variable Description leverage cash mkshare
variable name measurement leverage 1
f'irm' ' profit ROA operating income / cash _0'19%: 1
profitability Asset mkshare 0.034 0.015 1
expla'natory trade credit AR account receivable turnover -0.043% -0.001 0.422%
variable / total asset
- - Note : a denote 1% significance level respectively.
size size log of asset
control leverage leverage debt / asset
variables growth salesgrowth |growth rate of sales HEEZL mlojds AA S 52 Table 3.9 AAI5HA
cash cash cash / total asset ot SR AAR)T 71945 HROAT AASE -
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AlBHACE 20014 2.1%014 FAH oz ZH4ste] 2018
o= 1.5%9] 58 Hol1 gt drdz xgEE=
71FEL FA 27070 A 463712 A

H=1

Table 4. Yearly Average value of Market Share

year obs Mean Std Dev
2001 270 0.021 0.093
2002 286 0.021 0.090
2003 292 0.017 0.070
2004 314 0.019 0.080
2005 277 0.019 0.082
2006 335 0.018 0.076
2007 336 0.017 0.075
2008 362 0.017 0.073
2009 352 0.019 0.088
2010 381 0.018 0.085
2011 386 0.018 0.079
2012 402 0.017 0.077
2013 428 0.016 0.075
2014 430 0.016 0.075
2015 424 0.016 0.075
2016 442 0.016 0.073
2017 452 0.015 0.073
2018 463 0.015 0.072
4.2 AL 7|Pdol St 24
71949 wjEAEo] 71450l HAE IS UE
= 2ARFA(De dsf Hds]ARAE AAskSIT

Age 719E A= HYIAEo|EHRE SleAY
(hausman test)2 5o YJEHZH(random effect
model)®Eth= G2 F(fixed effect model)o] H
Hgtsto] 1 kg Al W& HT 7199 49
A7t WA FHY BAE ZAe= 2R Usht
(Table 5. &%), YJan=Fo] AT ZH2 64.38
Q1 ALo® Yt 7121 I RAEFO] F-glo] o
Azt Zo7 YEhal Qich

Table 5.9] Eq(0)°lA m&HAR)Y] SHAS(6,)
£ 0.105°]9 ol 1% 79 oA FAZCE {9
3 #Z 2t Eq.(DolA sEddst 719424971y
A7} BlAZBARIAE THetelr] Qs &AL Al
FES Tt 1 23 fEAHEARY SHAS
(8 0.3137, wiEAE AFHAR) S S AAS(5,)
= —0.295282 77t §AFHoZ Fogt Fholtt. W&

211

o gt HleEAT A
z3ste] BeRIThY V5o

age g
ehtet

el HH9

Table 5. Analysis of the effect of account receivables
on firm profitability for all firms

Eq.(0) Eq.(1)
Estimate Estimate
Pr ) Itl) Pr > It])
Intercept ~0.753™ ~0.754m
P (.0001) (€.0001)
0.105** 0.3137%*
AR(BY (<.0001) (<.0001)
) -0.2952"**
AR (By) 0.001)
e 3 0.045** 0.045**
Size 3 (€.0001) (€.0001)
(A 0.019™* 0.019%*
salesgrowth! 3 (€.0001) (<.0001)
-0.310%* -0.312%*
leverage () (<.0001) (<.0001)
] 0.170% 0.175%
cash(f3g) (¢.0001) (€.0001)
0.095"* 0.092
mkshare(ﬁﬂ ©0.107) ©0.1166)
0.001* 0.001*
wrnover(fy) (0.0991) (0.0597)
R-Square 0.382 0.3831
F Test for No Fixed 4.89%* 4.79%*
Effects (<.0001) (<.0001)
Hausman Test for 64.38™* 68.58™**
Random Effects (€.0001) (¢€.0001)

Note : *** ** and * denote 1%, 5%, and 10% significance level
respectively.
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Table 6. Analysis of the effect of account receivables
on firm profitability with moderating
market share

Eq.2)

Estimate
Pr ) 1th

o : -0.717
ntercep (€.0001)
0.211"

AR (B (€.0001)

. 0.258"

Dummy’ AR(ﬂg) (£.0001)
w2 -0.128

AR* 3, 0.1052)
) -0.504"
Dummy*AR? ‘8, (€.0001)

' 0.0417"

size (B5) (€.0001)
0.018™

salesgrowth(3g) (£.0001)
, -0.309™
leverage([3;) (€.0001)

, 0.165™
cash(ﬁs;) (€<.0001)
0.078

mkshare(/3) 0.1791)
0.001"

turnover(3;,) (0.0359)
R-Square 0.3838

F Test for No Fixed Effect 2
est for No Fixe ects (.0001)
Hausman test for Random 71.24"
Effects (.0001)

Note : *** ** and * denote 1%, 5%, and 10% significance level
respectively.
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Table 4.9 AAE Z3E &8st SAAGFE HY
AZ1E ( 5,=0.31373F 3,=-0.2952) FZui&Adu|5
£ 0.5313(= -0.3137/(2%(-0.2952)))°] €t} &, &
AT TEQ VIS EAE AR 7I4ES FAX A
] w S HES 53.13%2] $E7HA] BH6HH =91
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Table 5.9 AAE 3,=0.211, [$,=0.258, B;=—
0.128, 3,= —0.504 9] & &-8ato] 27 WA
& ZotrA.

AR HaEt 22 7] 537199
73%2HA HuHSADummy mcha = 1] 7 ZA o]
& B2 0.371(37.1%) (= -0.469/ ((0.632)x2)) ©]
o} WiEEEFL 37.1% FE7HA B3k 71948
o2 Hdizb AN 1 olibe ZIste] BRIk
g2 AT Aot
1H AJAER-&0] BET ¥ 7193 BN
olEFH ERHDumMmy mishare = 02] £ ZHA] Elo] of
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0.2952*AR*+0.045*Size+0.019*salesgrowth
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0.001*turnover ©Jt}.

Table 2. oA BHER! size = 19.676, salesgrowth =
0.069, leverage = 0.446, cash = 0.057, mkshare =
0.017, turnover = 8.792< 7Fgstx}. wi&x@gko]
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