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ABSTRACT
The aim of this research study is to analyze and compare the factors affecting the working capital investment levels of lodging
companies in both developed and emerging countries. To this end, the Generalized Method of Moments (GMM), one of the
dynamic panel data analysis methods, was employed in testing the models, contingent upon the data compatibility. In the research
study, the annual financial data of 152 lodging companies located in the top 25 countries with the highest tourism revenues over
the period 2011-2019 were analyzed by categorizing them into groups by the status of being developed and emerging countries.
As a result of the analysis of the factors affecting the level of working capital, it was observed that the factors affecting working
capital differed between developed and emerging countries. Total leverage negatively affects the working capital investment levels
of the lodging companies in developed countries, whereas it positively affects the working capital investment levels of the lodging
companies in emerging countries. Moreover, the impacts of firm size and operating cash flow on working capital vary by the
development level of the countries.

Keywords: Working capital management, Generalized method of moments, Lodging companies, Developed and emerging
countries

*This study was produced from the Ph.D. thesis titled ’Working Capital Management: An International Comparison on Lodging
Companies’.

Introduction

Tourism involves a sector that contributes to the economic prosperity and economic development of various developed and
emerging countries. According to the United Nations World Tourism Organization (UNWTO) International Tourism Barometer
Report 2022, the number of international tourists, which was 1.5 billion as of 2019, decreased to 400 million people as of 2020
due to the COVID-19 pandemic, and 415 million people as of 2021, far from the pre-pandemic period (UNWTO, 2022). While the
tourism sector was preparing for the new season in 2022, when the impact of the pandemic was expected to be largely overcome,
the war crisis that broke out between Russia and Ukraine created new problems for many countries, especially in Europe. In a
circumstance with high demand fluctuations, tourism companies in both developed and emerging countries, especially the lodging
sector which has a weighted fixed capital, have to attach more importance to capital budgeting and working capital investments.
Working capital is the assets that can be converted into cash in a short time to meet the raw materials, labor, energy, and similar
daily needs that companies need to fulfill their short-term liabilities (Harris, 2005; Hill, 2013). It is of great importance for lodging
companies to have a sound and sustainable financial structure by making effective investment, financing, and dividend distribution
decisions, and to achieve firm value maximization targets upon creating the composition of working capital and cash flows by
considering risk and return balance, especially in times of crisis. In this respect, it is necessary to monitor the extent to which
investment should be made in the working capital in which periods and what the working capital level is affected by to maintain
the daily activities in the lodging companies without interruption.

It is quite difficult to predict the demand in the tourism sector due to the changes in the taste, fashion, and habits of the
consumers, the seasonal demand fluctuations, and the socio-economic status of the tourists being seriously affected by the
economic and political developments. Therefore, it may be difficult for the lodging companies, which are considered the main
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components of the tourism sector, to exhibit successful financial management obscured by such factors. The demand elasticity
of the lodging subsector also complicates the working capital management of companies. In times of increased demand, the
lodging company needs to enhance its activities to meet such demand, however, the subcomponents of working capital, such
as cash, receivables, and inventory level, may also increase to fulfill the increased activities. Therefore, lodging companies that
lack sufficient levels of working capital throughout the periods of increased demand resort to current liabilities to maintain their
activities, and may have difficulty in meeting their liabilities and experience liquidity problems during the periods of reduced
demand. However, sustaining the high level of working capital, even during periods of high demand, may render these assets idle
funds and, in turn, lower profitability. In this respect, it is necessary to monitor the extent to which investment should be made in
the working capital in which periods and what the working capital level is affected by to maintain the daily activities in the lodging
companies without interruption.

The main purpose of this research study is to comparatively analyze the factors affecting the level of working capital investment
of the lodging companies located in developed and emerging countries. For this purpose, the scope of the research consists of the
lodging companies of developed and emerging countries, which are among the top 25 countries with the highest tourism revenues.
Thus, the aim of this study is to reveal how the findings obtained from the analysis of the factors affecting the working capital level
of lodging companies differ by the development level of the countries.

Upon examining the literature, it is determined that the number of studies that analyzed the factors affecting the level of working
capital in the tourism sector and examined the international differences are limited. From this point of view, it is expected that
this research study would contribute to both the sector and the literature in terms of revealing the importance of working capital
management in lodging companies and indicating the differences in the context of countries’ development levels.

In line with the determined objectives, the research study consists of six parts. Following the introduction, which is the first part,
a summary of similar studies in the literature for the research study is presented in the second part. In the third part, information
regarding the data and methodology of the research study is presented. In the fourth part, the analysis results of the factors affecting
the level of working capital, as well as evaluations of these findings, take place. In the conclusion part, several suggestions were
made along with inferences within the framework of the obtained findings.

Literature Review

Upon focusing on the studies examining the factors that affect the level of working capital, the factors most associated with
working capital are determined as total leverage, sales growth, firm size, tangibility, operating cash flow, and return on assets
(Chiou et al., 2006; Ramachandran & Janakiraman, 2009; Baños-Caballero et al., 2010; Wasiuzzaman & Arumugam, 2013). Upon
examining the direction in which the aforementioned variables affect the working capital level, in general, it is noteworthy that
there are studies in which both positive and negative relationships are detected. Research studies examining the impacts of these
variables on working capital investments are presented in order below.

Total Leverage and Working Capital Investments

According to the Pecking Order Theory, companies should first prefer internal financing rather than equity financing. In case
the internal resources are not sufficient, they should resort to short-term, and then, long-term borrowing, and finally stock issuance
(Myers, 1984). Because stock issuance is more costly than borrowing, it increases the asymmetric information cost (Jensen &
Meckling, 1976). However, according to the maturity matching principle, the current assets should be financed with short-term
liabilities. Accordingly, the increase in the utilization of current liabilities can also increase the working capital level (Kwenda &
Holden, 2014).

In the tourism sector, Morais and Silva (2013) stated that the total leverage ratio and short-term leverage ratio negatively
affected the cash level of the companies in Southern European countries. Jerónimo (2015) concluded that the total leverage ratio
in the Portuguese tourism sector negatively affected the current ratio. Nonetheless, in studies conducted on different sectors,
Baños-Caballero et al. (2010); Russo (2013); Azami and Tabar (2016) revealed the existence of a negative relationship between
working capital and total leverage. In some of the studies conducted in emerging countries, results are indicating that the level of
total leverage positively affected working capital (Valipour et al., 2012; Naser et al., 2013; İltaş, 2016).

Sales Growth and Working Capital Investments

The increase in sales may stimulate the need for a rapid increase in the inventories, receivables, and liquid values of the company
(Kwenda & Holden, 2014). The ability of companies to achieve more sales depends on the enhancement of their activities.
Therefore, companies need more cash assets (Wasiuzzaman & Arumugam, 2013).
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The sales growth ratio obtained by dividing the difference between the current period’s sales amount and the previous period’s
sales amount by the previous period’s sales amount has been used as the sales growth variable in many empirical studies. In some
of these studies (Akinlo, 2012; Mongrut et al., 2014), it was revealed that the sales growth ratios positively affected working
capital; whereas others (Palombini & Nakamura, 2012) revealed a negative relationship between the variables. Although no study
revealed a relationship between the sales growth ratio and working capital in the tourism sector, similarly, Bansal and Khosla
(2015) investigated whether five-star hotel chains operating in India were successful in working capital management, and detected
the existence of a positive and significant relationship between the level of working capital and the level of sales.

Firm Size and Working Capital Investments

Large-scale companies may maintain higher levels of their current asset investments due to their higher activity volumes. At
the same time, since large-scale firms have easier access to money and capital markets than small-scale firms, they can access the
financing sources of working capital investments more easily (Wachilonga, 2013, p. 567).

Firm size is usually measured by calculating the natural logarithm of a firm’s total assets. Supatanakornkĳ (2015), who calculated
firm size in that manner and examined its relationship with working capital, found that firm size positively affected working capital
in companies located in certain European countries. Fatimatuzzahra and Kusumastuti (2016) also found that a positive relationship
existed between firm size and working capital. On the other hand, many studies found that firm size negatively affected working
capital (Gill, 2011; Doğan & Elitaş, 2014; Qurashi & Zahoor, 2017).

In the tourism sector, Kim et al. (2011) revealed that the level of cash holding of restaurants in the United States was negatively
affected by firm size. In another study, Ngugi (2014) found that firm size positively affected the receivables level of the lodging
companies located in Kenya.

Tangibility and Working Capital Investments

Companies divide their limited capital between fixed assets and current assets according to the field in which they operate
(Fazzari & Petersen, 1993, p. 332). Lodging companies have a large amount of tangible fixed assets, including land, buildings,
and equipment, courtesy of their activities. Therefore, the working capital levels of lodging companies are usually quite limited
(Moon & Sharma, 2014, p. 75). Therefore, it can be expected that working capital investments, which have limited shares in
lodging companies, would be more sensitively affected by the changes in tangible fixed asset investments than of manufacturing
companies (Morais & Silva, 2013).

In most of the empirical studies, it has been determined that the level of tangible fixed assets calculated by dividing tangible fixed
assets by total assets negatively affects working capital (Kaur & Kaur, 2014; Supatanakornkĳ, 2015), whereas, in some studies,
these variables positively affect the working capital investment level (Russo, 2013; Azami & Tabar, 2016). In the tourism sector,
Morais and Silva (2013) stated that a negative relationship existed between the cash levels of lodging companies and the tangible
fixed assets ratios.

Operating Cash Flow and Working Capital Investments

Operating cash flow represents the cash flows stemming from the daily production and sales activities of the company. Operating
cash flow is a cost-effective resource as it is an internal resource for companies. In line with the Pecking Order Theory, companies
can finance their daily activities with operating cash flow and make debt and dividend payments (Myers, 1984). In this context,
the working capital levels of lodging companies can be affected by operating cash flows.

In sectors other than tourism, Narender et al. (2008); Hill et al. (2010) Fatimatuzzahra and Kusumastuti (2016) found that the
working capital levels were positively affected by operating cash flows. On the other hand, Mansoori and Muhammad (2012)
and Palombini and Nakamura (2012) detected that operating cash flows had negative impacts on working capital levels. Upon
examining the studies conducted on the tourism sector, Morais and Silva (2013) stated that the cash levels in the lodging companies
were positively affected by the operating cash flows.

Return on Assets and Working Capital Investments

There are many studies indicating that the increase in profitability enhances the working capital level (Nazir & Afza, 2009;
Abbadi & Abbadi, 2013; Nyeadi et al., 2018). In these studies, by pointing out the agency cost problem put forward by Jensen and
Meckling (1976), it is argued that the company managers avoid directing the retained profits to long-term investments with high
returns and high risks, to maintain the control of the company, therefore, they consider short-term investments instead.
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Upon considering the studies conducted on the tourism sector regarding the subject, Jerónimo (2015) detected a positive
relationship between the current ratio and the return on assets in the lodging companies located in Portugal. In another study,
Hiadlovský et al. (2016) found the existence of a positive relationship between the liquidity level and profitability in tourism
companies located in Slovakia.

Data and Methodology

The scope of the research consists of lodging companies from both developed and emerging countries among the top 25 countries
with the highest tourism revenues. The data collection and correction processes of the research were carried out in January 2021.
In this respect, since the last announced data of the companies that constitute the sample of the research study belong to the year
2019, it was considered the base year for the tourism revenue ranking of the countries.

Table 1. Top 25 Countries with the Highest Tourism Revenues (2019)
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existence of a positive relationship between the liquidity level and profitability in tourism 

companies located in Slovakia. 

Data and Methodology 

Table 1 

Top 25 Countries with the Highest Tourism Revenues (2019) 

Order Countries Tourism Revenues 2019 (Million USD) 
1) United States of America 214.134 
2) Spain 79.708 
3) France 63.801 
4) Thailand 60.521 
5) United Kingdom 52.721 
6) Italy 49.596 
7) Japan 46.054 
8) Australia 45.709 
9) Germany 41.638 
10)  Macao (China) 39.526 
11) China 35.832 
12) India 29.962 
13) Turkey 29.829 
14) Hong Kong 29.043 
15) Canada 26.971 
16) Mexico 24.573 
17) Austria 22.942 
18) United Arab Emirates 21.800 
19) South Korea 21.628 
20) Portugal 20.633 
21) Greece 20.351 
22) Singapore 20.052 
23) Malaysia 19.823 
24) Netherlands 18.487 
25) Switzerland 17.949 

Source: UNWTO (2020)

The annual frequency data of 152 lodging companies, obtained over the period 2011 – 2019, whose stocks are traded in the
stock markets of the countries listed in Table 1, and whose data can be accessed soundly, constitute the main sample of the research
study. Since the number of data was inadequate during the period before 2011, the analysis period of the study was determined
as the period 2011-2019. Nonetheless, since the analyses planned to be conducted would be subject to international comparisons,
the sample is classified into two groups such as developed and emerging countries. The classification of developed and emerging
countries within the scope of the analysis is based on the classification of the World Economic Outlook database published by the
International Monetary Fund (IMF) and listed in Table 2.

While the data of the lodging companies located in foreign countries in Table 2 are obtained from the Thomson Reuters
Datastream database, the data of some of the lodging companies located in Turkey are obtained from the Public Disclosure
Platform web page (KAP, 2022) since they are not available in the Thomson Reuters Datastream database. Countries such as
Italy, Macao (China), United Arab Emirates, South Korea, and the Netherlands are not included in the analysis among the top 25
countries with the highest tourism revenues in the world as of 2019 since the data of those lodging companies located in those
countries could not be accessed. Therefore, the sample of the research consisted of lodging companies trading in the stock markets
of 20 countries. In the analysis, the data of the lodging companies over the period 2011-2019 are examined. Therefore, since the
data used in the analysis includes 9 equal annual values belonging to more than one company, they are created as a balanced panel
dataset.

Due to the short periods (T) in the dataset and the large volumes of instrument variables, the Difference GMM developed
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Table 2. Number of Companies and Observations in the Analyzed Countries
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Table 2 

Number of Companies and Observations in the Analyzed Countries  

Developed Countries Number of 
Companies 

 Emerging Countries Number of 
Companies 

USA 12  Turkey 11 
Spain 2  India 32 
France 6  China 7 
United Kingdom 7  Thailand 9 
Japan 9  Mexico 3 
Australia 4  Malaysia 7 
Germany 2    
Hong Kong 25    
Canada 1    
Austria 1    
Portugal 2    
Greece 2    
Singapore 9    
Switzerland 1    
Total 83  Total 69 
Number of Observations 747  Number of Observations 621 

Source: IMF (2019)  

by Arellano and Bond (1991) and the System GMM panel estimators developed by Arellano and Bover (1995) and revised by
Blundell and Bond (1998) are preferred. Both the System and Difference GMM dynamic panel estimators are found suitable for
panel data in which the number of cross-section data (N) is large, and the time-series (T) is small. The System and Difference
GMM dynamic panel estimators, heteroskedasticity, and autocorrelation problems are allowed within the unit, but not between the
units (Terzioğlu, 2017). In the Difference GMM method, all explanatory variables are transformed by taking their first differences,
while more instrumental variables are allowed by including the assumption that the first differences of the instrumental variables
are unrelated to the fixed effects in the System GMM method. Thus, the System GMM estimator yields more efficient results than
the Difference GMM estimator (Roodman, 2009).

The validity of the estimation results obtained from the GMM method is analyzed via different tests such as Sargan (1958) /
Hansen (1982) and autocorrelation tests. The validity of the variables used in the models is tested with the Sargan/Hansen test.
With the second-order autocorrelation test (AR2), it is determined whether autocorrelation exists in the GMM results (Arellano &
Bond, 1991). In the GMM studies, the Wald test is performed to determine whether the model estimation is accurate (Roodman,
2009). The Difference GMM and System GMM methods are suitable for the related analyses to be conducted pertinent to the
purposes of this research study.

In the analysis, the following model is generated to analyze the factors affecting the level of working capital in lodging companies.

𝑊𝐶𝑅𝑖𝑡 = 𝛼 + 𝛽1𝑊𝐶𝑅𝑖𝑡−1 + 𝛽2𝑇𝐿𝑖𝑡 + 𝛽3𝐺𝑅𝑂𝑊𝑇𝐻𝑖𝑡 + 𝛽4𝑆𝐼𝑍𝐸𝑖𝑡 + 𝛽5𝑇𝐴𝑁𝐺𝑖𝑡 + 𝛽6𝑂𝐶𝐹𝑖𝑡 + 𝛽7𝑅𝑂𝐴𝑖𝑡 + 𝑒𝑖𝑡 (1)

𝑊𝐶𝑅𝑖𝑡 = 𝛼 + 𝛽1𝑊𝐶𝑅𝑖𝑡−1 + 𝛽2𝑆𝑇𝐿𝑖𝑡 + 𝛽3𝐺𝑅𝑂𝑊𝑇𝐻𝑖𝑡 + 𝛽4𝑆𝐼𝑍𝐸𝑖𝑡 + 𝛽5𝑇𝐴𝑁𝐺𝑖𝑡 + 𝛽6𝑂𝐶𝐹𝑖𝑡 + 𝛽7𝑅𝑂𝐴𝑖𝑡 + 𝑒𝑖𝑡 (2)

𝑊𝐶𝑅𝑖𝑡 = 𝛼 + 𝛽1𝑊𝐶𝑅𝑖𝑡−1 + 𝛽2𝐿𝑇𝐿𝑖𝑡 + 𝛽3𝐺𝑅𝑂𝑊𝑇𝐻𝑖𝑡 + 𝛽4𝑆𝐼𝑍𝐸𝑖𝑡 + 𝛽5𝑇𝐴𝑁𝐺𝑖𝑡 + 𝛽6𝑂𝐶𝐹𝑖𝑡 + 𝛽7𝑅𝑂𝐴𝑖𝑡 + 𝑒𝑖𝑡 (3)

The “i” subscript in these models includes each lodging company included in the analysis; whereas the “t” subscript denotes each
year over the period 2011-2019. Moreover, the symbol “𝛽i” denotes the estimation coefficients, and the symbol “𝑒𝑖𝑡” represents
the error term. In Model 1,𝑊𝐶𝑅𝑖𝑡 denotes the working capital ratio; 𝑇𝐿𝑖𝑡 stands for the total leverage, 𝐺𝑅𝑂𝑊𝑇𝐻𝑖𝑡 represents the
growth rate of sales; 𝑆𝐼𝑍𝐸𝑖𝑡 denotes the firm size, 𝑇𝐴𝑁𝐺𝑖𝑡 stands for the tangible fixed assets ratio, OCFit denotes the operating
cash flow ratio, and 𝑅𝑂𝐴𝑖𝑡 represents the return on assets ratio. Furthermore, Model 2 and Model 3 are generated to comprehend
the mediating impact of the maturity structure of the debt in the analyses. In Model 2, unlike the first model, 𝑆𝑇𝐿𝑖𝑡 is included
instead of the total leverage and it denotes the short-term leverage. In Model 3, 𝐿𝑇𝐿𝑖𝑡 is included and it represents the long-term
leverage.

Upon deciding on the variables to be included in the models, the most frequently used variables in the most cited studies in the
literature are considered. As a result of the examination, information on the dependent and independent variables that were decided
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to be included in the analysis of the factors affecting the working capital level during the analysis process, and the calculation of
these variables are presented in Table 3.

Table 3. Variables Used in the Analysis of Factors Affecting the Level of Working Capital
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Working Capital Ratio  WCR Current Assets / Total Assets 
Total Leverage Ratio TL Total Liabilities / Total Assets 
Short-term Leverage Ratio STL Current Liabilities / Total Assets 
Long-term Leverage Ratio LTL Long-term Liabilities / Total Assets 
Growth Rate of Sales GROWTH (Net Sales t - Net Sales t-1) / Net Sales t-1 
Firm Size SIZE Natural Logarithm (Ln) of Total Assets  
Tangible Fixed Assets Ratio TANG Tangible Fixed Assets / Total Assets 
Operating Cash Flow Ratio OCF Cash Flow from Operations / Total Assets 
Return on Assets Ratio ROA Net Profit / Total Assets 

Empirical Results 

Descriptive Analysis 

In Table 4, the descriptive statistics of the lodging companies in the developed and emerging 

Empirical Results

Descriptive Analysis

In Table 4, the descriptive statistics of the lodging companies in the developed and emerging countries of the research study are
indicated, respectively. In the descriptive statistics of the aforementioned samples; the mean, standard deviation, minimum and
maximum values of the variables used in the analysis, and the number of observations are introduced.

Table 4. Descriptive Statistics
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ROA 0.019 0.184 -4.108 0.465 

Upon comparing the variables within the context of developed and emerging countries in Table 

4, it is seen that the mean value of the working capital ratio is 22.4% in the developed country 

sample; whereas 23.1% in the emerging country sample. Accordingly, it is possible to claim 

that the working capital ratios in both samples converge on average. Upon comparing the 

leverage ratios in developed and emerging country samples, it can be said that lodging 

companies in developed countries have a higher level of borrowing than lodging companies in 

emerging countries, and a significant part of such difference stems from the utilization of long-

term foreign debt. Upon evaluating the average working capital ratio and short-term foreign 

debt levels simultaneously in developed and emerging country samples, it is revealed that a net 

working capital surplus exists at almost the same rate in both groups. Therefore, it can be 

claimed that lodging companies in both developed and emerging countries usually pursue a 

moderate working capital financing policy. 

Upon comparing the firm size and tangible fixed asset ratios, which are among the other 

variables calculated within the scope of the research study, in both developed and emerging 

country samples; it is seen that the total assets of the lodging companies in developed countries 

Upon comparing the variables within the context of developed and emerging countries in Table 4, it is seen that the mean value of
the working capital ratio is 22.4% in the developed country sample; whereas 23.1% in the emerging country sample. Accordingly,
it is possible to claim that the working capital ratios in both samples converge on average. Upon comparing the leverage ratios
in developed and emerging country samples, it can be said that lodging companies in developed countries have a higher level of
borrowing than lodging companies in emerging countries, and a significant part of such difference stems from the utilization of
long-term foreign debt. Upon evaluating the average working capital ratio and short-term foreign debt levels simultaneously in
developed and emerging country samples, it is revealed that a net working capital surplus exists at almost the same rate in both
groups. Therefore, it can be claimed that lodging companies in both developed and emerging countries usually pursue a moderate
working capital financing policy.

Upon comparing the firm size and tangible fixed asset ratios, which are among the other variables calculated within the scope
of the research study, in both developed and emerging country samples; it is seen that the total assets of the lodging companies in
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developed countries are similar in size to the lodging companies in the emerging countries; however, it can be asserted that the
shares of tangible fixed assets in the total assets of the lodging companies in the emerging countries are higher. Upon considering
the other calculated variables it can be claimed that lodging companies in emerging countries are relatively more successful than
lodging companies in developed countries in terms of improving sales volumes, providing cash flows from their main activities,
and utilizing their assets efficiently.

Correlation Analysis

Correlation analysis is performed to reveal the relationships among the examined variables within the scope of the research
study. The findings of the correlation analysis are presented in Tables 5 and 6 for developed and emerging countries, respectively.

Table 5. Correlation Analysis Results of the Developed Country Sample

12 
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Table 5 

Correlation Analysis Results of the Developed Country Sample 

Variables WCR TL STL LTL GROWTH SIZE TANG OCF ROA 
WCR 1.000         
TL -0.173 1.000        
STL 0.048 0.531 1.000       
LTL -0.239 0.745 -0.170 1.000      
GROWTH 0.075 -0.041 -0.063 0.002 1.000     
SIZE -0.082 0.174 -0.200 0.359 0.023 1.000    
TANG -0.512 0.189 0.084 0.154 -0.051 -0.170 1.000   
OCF -0.121 0.016 -0.062 0.067 0.080 0.084 0.218 1.000  
ROA -0.016 -0.134 -0.193 -0.004 0.113 0.221 0.007 0.438 1.000 

Upon examining Table 5, it is seen that a moderate negative relationship exists between the 

working capital ratio and the tangible fixed asset ratio of the lodging companies in the 

developed country sample; besides, a negative but weak relationship exists between the 

working capital ratio and total leverage ratio, long-term leverage ratio, firm size, operating cash 

flow ratio, and return on assets ratio. Moreover, it is seen that a weak positive relationship exists 

between the working capital ratio, the short-term leverage ratio, and the sales growth rate. 

Table 6 

Correlation Analysis Results of the Emerging Country Sample 

Variables WCR TL STL LTL GROWTH SIZE TANG OCF ROA 
WCR 1.000         
TL -0.190 1.000        
STL 0.118 0.549 1.000       
LTL -0.305 0.837 0.002 1.000      
GROWTH 0.045 -0.033 0.004 -0.042 1.000     
SIZE -0.086 0.383 0.108 0.388 0.047 1.000    
TANG -0.672 0.161 -0.027 0.210 -0.085 -0.167 1.000   
OCF -0.012 -0.112 0.021 -0.148 0.066 0.035 0.088 1.000  

Upon examining Table 5, it is seen that a moderate negative relationship exists between the working capital ratio and the tangible
fixed asset ratio of the lodging companies in the developed country sample; besides, a negative but weak relationship exists between
the working capital ratio and total leverage ratio, long-term leverage ratio, firm size, operating cash flow ratio, and return on assets
ratio. Moreover, it is seen that a weak positive relationship exists between the working capital ratio, the short-term leverage ratio,
and the sales growth rate.

Table 6. Correlation Analysis Results of the Emerging Country Sample

12 
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STL 0.048 0.531 1.000       
LTL -0.239 0.745 -0.170 1.000      
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TANG -0.512 0.189 0.084 0.154 -0.051 -0.170 1.000   
OCF -0.121 0.016 -0.062 0.067 0.080 0.084 0.218 1.000  
ROA -0.016 -0.134 -0.193 -0.004 0.113 0.221 0.007 0.438 1.000 

Upon examining Table 5, it is seen that a moderate negative relationship exists between the 

working  

Table 6 

Correlation Analysis Results of the Emerging Country Sample 

Variables WCR TL STL LTL GROWTH SIZE TANG OCF ROA 
WCR 1.000         
TL -0.190 1.000        
STL 0.118 0.549 1.000       
LTL -0.305 0.837 0.002 1.000      
GROWTH 0.045 -0.033 0.004 -0.042 1.000     
SIZE -0.086 0.383 0.108 0.388 0.047 1.000    
TANG -0.672 0.161 -0.027 0.210 -0.085 -0.167 1.000   
OCF -0.012 -0.112 0.021 -0.148 0.066 0.035 0.088 1.000  
ROA 0.118 -0.268 -0.079 -0.268 0.112 -0.016 -0.047 0.913 1.000 

Upon examining Table 6, it is seen that a moderate negative relationship exists between the 

working capital ratio and the tangible fixed assets ratio of the lodging companies in the 

emerging country sample. Nevertheless, it is seen that a negative but weak relationship exists 

Upon examining Table 6, it is seen that a moderate negative relationship exists between the working capital ratio and the tangible
fixed assets ratio of the lodging companies in the emerging country sample. Nevertheless, it is seen that a negative but weak
relationship exists between the working capital ratio and total leverage ratio, long-term leverage ratio, firm size, and operating cash
flow ratio. Furthermore, it is observed that a weak positive relationship exists between the working capital ratio and the short-term
leverage ratio, the growth rate of sales, and the return on assets ratio.

GMM Estimation

The factors affecting the level of working capital in lodging companies, which is the main objective of the research study, are
analyzed with the GMM, and the findings are interpreted separately for the lodging companies located both in developed and
emerging countries, and the results are compared. Estimation results of both developed and emerging country samples are given
in Tables 7 and 8, respectively.

In Table 7, it is seen that all models are significant as a whole according to the Wald test, no second-order autocorrelation
problem exists in the models according to the AR(2) test, and the used instrumental variables are also valid according to the
Hansen test.
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Table 7. Estimation Results of Developed Country Sample

Variables Model 1 Model 2 Model 3
Diff. GMM System Diff. GMM System Diff. GMM System

GMM GMM GMM
WCRi,t-1 0.349* 0.419* 0.333* 0.412* 0.324* 0.411*

(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
TL -0.060** -0.041***

(0.012) (0.052)
STL 0.045* 0.049*

(0.002) (0.000)
LTL -0.061** -0.072*

(0.015) (0.000)
GROWTH 0.001 0.001 -0.001 0.001 -0.003 -0.001

(0.945) (0.748) (0.724) (0.868) (0.381) (0.969)
SIZE 0.016 0.009 0.006 0.004 0.026 0.016

(0.458) (0.483) (0.791) (0.724) (0.226) (0.191)
TANG -0.387* -0.399* -0.443* -0.422* -0.463* -0.417*

(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
OCF 0.081** 0.121* 0.103* 0.140* 0.103* 0.134*

(0.018) (0.000) (0.002) (0.000) (0.002) (0.000)
ROA 0.140* 0.122* 0.131* 0.122* 0.141* 0.119*

(0.000) (0.000) (0.00) (0.000) (0.000) (0.000)
Constant 0.271** 0.297* 0.322* 0.302* 0.247** 0.269*

(0.023) (0.000) (0.009) (0.000) (0.043) (0.000)
Sargan/Hansen 31.08 35.60 30.57 35.76 28.97 37.11

(0.268) (0.393) (0.289) (0.386) (0.363) (0.328)
AR (2) -0.68 -0.66 -0.80 -0.74 -0.78 -0.71

(0.497) (0.509) (0.427) (0.458) (0.438) (0.477)
Wald Test 327.41 894.88 259.37 923.05 343.07 961.28

(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Note: *, **, and *** indicate significance at 1%, 5%, and 10% significance levels, respectively.

Upon examining Table 7, it is observed that total leverage (TL) has a statistically significant and negative impact on the working
capital level (WCR) in Model 1, but the working capital level is positively affected by short-term leverage (STL) in Model 2. It is
seen that the long-term leverage (LTL) has a negative impact on it. Accordingly, it can be claimed that the increase in short-term
liabilities of lodging companies in developed countries increases the level of working capital, whereas the increase in long-term
liabilities decreases the level of working capital, and the impact of long-term liabilities on the level of working capital is greater.

Upon examining Table 7, it is observed that operating cash flow (OCF) and return on assets (ROA) have statistically significant
and positive impacts on the working capital level (WCR) in all models, however, the working capital level is negatively affected
by tangible fixed assets ratio (TANG) at a high degree. Accordingly, it can be asserted that the increase in operating cash flow
and asset profitability of the lodging companies in developed countries increases the working capital level, whereas the increase
in tangible fixed assets decreases the working capital level. It is determined that the sales growth rate (GROWTH) and firm size
(SIZE) do not have statistically significant impacts on the working capital level.

Upon examining Table 8, it can be asserted that the Wald test, indicating whether the models are significant as a whole, yields
valid results and the models are appropriate for analysis, besides, no second-order autocorrelation problem exists in the models
according to the AR(2) test, and the instrumental variables are appropriate for the models according to the Hansen test. In Model
1 presented in Table 8, total leverage (TL) has a positive impact on working capital (WCR) according to System-GMM results,
and in Model 2, short-term leverage (STL) has a statistically significant and positive impact on working capital, however, it is
seen that long-term leverage (LTL) negatively affects working capital in Model 3. Accordingly, it can be stated that as the level
of short-term liabilities increases, the working capital levels of lodging companies in emerging countries increase, whereas the
working capital level decreases as the level of long-term liabilities increases, however, the impact of short-term leverage on the
working capital level is greater.

In Table 8, it is seen that size (SIZE) and tangible fixed assets ratio (TANG) negatively affect the working capital in all models,
whereas the return on assets (ROA) positively affects the working capital. Accordingly, the increase in tangible fixed assets of
lodging companies in emerging countries decreases the working capital level, and the working capital level becomes lower as the
firm size increases. On the other hand, the increase in the return on assets increases the working capital level. It is determined that
the GROWTH and OCF variables do not have statistically significant impacts on the working capital level in any model.
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Table 8. Estimation Results of Emerging Country Sample
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Table 8 

Estimation Results of Emerging Country Sample 

Variables Model 1 Model 2 Model 3 
 Diff. GMM System 

GMM 
Diff. GMM Sistem 

GMM 
Diff. GMM System 

GMM 
WCRi,t-1 0.289* 

(0.000) 
0.368* 
(0.000) 

0.261 
(0.000) 

0.347* 
(0.000) 

0.279* 
(0.000) 

0.345* 
(0.000) 

TL 0.033 
(0.333) 

0.076** 
(0.015) 

    

STL   0.125** 
(0.021) 

0.144* 
(0.003) 

  

LTL     -0.080* 
(0.003) 

-0.047*** 
(0.072) 

GROWTH -0.002 
(0.275) 

-0.003 
(0.101) 

-0.001 
(0.610) 

0.001 
(0.450) 

-0.002 
(0.388) 

-0.002 
(0.303) 

SIZE -0.157* 
(0.000) 

-0.125* 
(0.000) 

-0.149* 
(0.000) 

-0.113* 
(0.000) 

-0.129* 
(0.000) 

-0.104* 
(0.000) 

TANG -0.452* 
(0.000) 

-0.462* 
(0.000) 

-0.464* 
(0.000) 

-0.462* 
(0.000) 

-0.460* 
(0.000) 

-0.466* 
(0.000) 

OCF -0.003 
(0.755) 

-0.002 
(0.827) 

-0.009 
(0.346) 

-0.004 
(0.611) 

0.001 
(0.972) 

0.008 
(0.284) 

ROA 0.071** 
(0.048) 

0.061** 
(0.025) 

0.072* 
(0.009) 

0.042** 
(0.048) 

0.036 
(0.248) 

0.012 
(0.642) 

Constant 1.208* 
(0.000) 

1.008* 
(0.000) 

1.171* 
(0.000) 

0.966* 
(0.000) 

1.107* 
(0.000) 

0.955* 
(0.000) 

Sargan/Hansen 28.21 
(0.400) 

36.68 
(0.346) 

29.01 
(0.360) 

35.43 
(0.401) 

26.54 
(0.489) 

33.02 
(0.515) 

AR (2)  -0.54 
(0.592) 

-0.046 
(0.647) 

-0.75 
(0.453) 

-0.63 
(0.529) 

-0.57 
(0.568) 

-0.45 
(0.650) 

Wald Test 915.86 
(0.000) 

1702.60 
(0.000) 

1045.52 
(0.000) 

2295.27 
(0.000) 

880.26 
(0.000) 

1737.32 
(0.000) 

Note: *, **, and *** indicate significance at 1%, 5%, and 10% significance levels, respectively.  

Upon examining Table 8, it can be asserted that the Wald test, indicating whether the models 

are significant as a whole, yields valid results and the models are appropriate for analysis, Discussion

The summary of the findings obtained regarding the direction of the relationships between the dependent and independent
variables in the models as a result of the analyses performed on both country samples within the scope of the research is presented
in Table 9.

Table 9. Summary of the Obtained Findings
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Discussion 

The summary of the findings obtained regarding the direction of the relationships between the 

dependent and independent variables in the models as a result of the analyses performed on 

both country samples within the scope of the research is presented in Table 9. 

Table 9 

Summary of the Obtained Findings 

Independent Variables Developed Countries (WCR) Emerging Countries (WCR) 

TL - + 
STL + + 
LTL - - 
GROWTH No impact No impact 
SIZE No impact - 
TANG - - 
OCF + No impact 
ROA + + 

(+) indicates a positive relationship, (-) indicates a negative relationship 

Upon examining Table 9, it is revealed that the total leverage ratio negatively affects the 

working capital ratios of developed countries. This finding is consistent with Baños-Caballero 
Upon examining Table 9, it is revealed that the total leverage ratio negatively affects the working capital ratios of developed

countries. This finding is consistent with Baños-Caballero et al. (2010) and Russo (2013). Whereas the total leverage ratio
positively affects the working capital of the emerging countries. İltaş (2016); Naser et al. (2013); Valipour et al. (2012) had also
drawn the same findings. Also, it is seen that the short-term leverage ratio positively affects the working capital ratio; whereas the
long-term leverage ratio negatively affects the working capital ratio in both developed and emerging country samples. Kwenda
and Holden (2014), reveal that short-term leverage and the working capital levels are positively related, and Supatanakornkĳ
(2015), revealing that long-term leverage negatively affects the working capital level, support these findings. Upon evaluating the
relationship between leverage ratios and working capital investments, it can be asserted that the lodging companies in emerging
countries benefit more from current liabilities in working capital financing compared to developed countries. It is thought that the
impact of long-term liabilities on working capital investments may be lower than that of developed countries, since the lodging
companies in emerging countries less benefit from capital markets and experience higher economic uncertainties.
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Sales growth, in general, is positively associated with working capital investments (Akinlo, 2012; Mongrut et al., 2014). A
company that wishes to improve its sales volume has to invest in working capital at a higher level. However, upon examining Table
9, it is seen that the sales growth ratio does not have a statistically significant impact on the working capital ratio of the developed
and emerging country samples.

In Table 9, it is revealed that the firm size negatively affects the working capital ratio in the emerging country sample, but
no statistically significant relationship exists among these variables in the developed country sample. Accordingly, the finding
suggesting that firm size negatively affects the working capital level is consistent with the findings of Gill (2011) and Doğan and
Elitaş (2014). Accordingly, it can be stated that as the scale of lodging companies in emerging countries increases, working capital
investments tend to decline. It can be asserted that while small-scale lodging companies in emerging countries act prudently
and maintain their cash and inventory levels higher than that of large-scale companies, large-scale companies can maintain their
working capital investments at a lower level since they have the advantage of meeting their supply and financing needs much faster.

In Table 9, it is seen that the tangible fixed assets ratio negatively affects the working capital ratio in both developed and
emerging country samples. This finding obtained from both samples is consistent with the findings of Kaur and Kaur (2014)
and Supatanakornkĳ (2015). Land, buildings, facilities, vehicles, and fixtures, in general, take place in quite high amounts in the
tangible fixed assets of lodging companies. Increases in these assets reduce the share of current assets, and on the contrary, the
share of current assets increases upon disposition of these assets. Therefore, the increase in the level of tangible fixed assets of
lodging companies in both developed and emerging countries leads to a decline in the working capital level.

Upon examining Table 9, it is seen that the operating cash flow has a positive impact on the working capital level in the developed
country sample. The finding suggesting that operating cash flow positively affects working capital is consistent with the findings
of Baños-Caballero et al. (2010) and Hill et al. (2010). Therefore, it can be stated that lodging companies in developed countries
act in accordance with the Pecking Order theory and benefit from internal resources while maintaining their activities.

It is found that the return on assets ratio positively affects the working capital ratio in both the developed and emerging country
samples. The finding suggesting that the return on assets ratio positively affects the level of working capital is consistent with the
findings of Nazir and Afza (2009) and Nyeadi et al. (2018). In light of these findings, it can be said that the revenue obtained from
the assets of the lodging companies in emerging countries contributes to the working capital, or, in the opposite case, the working
capital is adversely affected when the loss is incurred.

Conclusion

Upon considering the results of the research study, it is determined that the working capital level is positively affected by the
short-term leverage ratio, and negatively affected by the long-term leverage ratio. However, it is revealed that the total leverage ratio
negatively affects the working capital ratio in the developed country sample, whereas positively in the emerging country sample.
In this case, it can be claimed that lodging companies in emerging countries pursue more aggressive policies within their working
capital financing strategy. Therefore, since liquidity risk may be high in these companies, it may be recommended to pursue a
more moderate policy. Another variable in the research study, whose impact differs by the level of development of the countries
on the working capital level, is the firm size. In the performed analyses, it is revealed that the working capital level decreases as
the firm size of lodging companies in emerging countries increases, however, no such relationship exists in developed countries.
The relationship between working capital and operating cash flow is another result that differs between developed and emerging
countries. Although operating cash flow has a positive impact on the working capital levels of lodging companies in developed
countries, no such relationship is detected in emerging countries.

Upon examining the studies conducted on working capital in the finance and tourism literature, no research study has been
found that examines the analysis of the factors affecting the level of working capital in lodging companies with an international
comparison. It is thought that the results obtained in the study within the context of working capital management would provide
important information to both the literature and the managers in the sector in terms of revealing the differences between developed
and emerging countries. Besides, it is thought that presenting the analyses performed to examine the factors affecting the level of
working capital in the research study by making a comparison in the context of developed and emerging countries provides this
research study with a unique quality.

The research study covers only a limited number of lodging companies located in a limited number of countries. Nonetheless, to
render the data suitable for analysis, limitations are made in the measurement of working capital and the variables to be included
in the model, and at the same time, it is deemed appropriate to investigate the data obtained from the companies over the period
2011-2019 to expand the scope in the context of the country. Due to the utilization of the annual data in the research study, the
seasonality of the lodging companies could not be examined. Therefore, in future studies to be conducted on the factors affecting
the level of working capital, both annual and quarterly analyses can be performed with a longer-term and more comprehensive
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scope, in which different variables would also be included in the analyses. Moreover, the impact of the COVID-19 pandemic on
the working capital investments and liquidity risks of lodging companies can also be examined. Furthermore, it is thought that
researching the differences between the lodging sector and other subsectors of the tourism sector would contribute to the tourism
literature.
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