THE EFFECT OF PROFITABILITY AS A MEDIATOR IN THE RELATIONSHIP BETWEEN WORKING CAPITAL
MANAGEMENT AND THE SUSTAINABLE GROWTH OF SMALL AND MEDIUM-SIZED ENTERPRISES IN
SELECTED WESTERN BALKAN COUNTRIES

Abstract:
The purpose of this study is to examine the relationship between working capital management and the
sustainable growth rate, using profitability as a mediator. The research analyzes a dataset comprising
122 SMEs that operated within selected Western Balkan countries from 2013 to 2022. By employing
ordinary least squares regression models, the study displays an indirect connection between working
capital management and the sustainable growth rate, facilitated through the mediation of profitability.
The outcomes of the mediation effect analysis classify "indirect-only mediators" as the net profit margin.
The findings underscore SMEs' importance in tactically managing their working capital, particularly by
shortening their inventory turnover and cash conversion periods. A more efficient inventory turnover
period and cash conversion period can substantially increase the SMEs' capacity to generate profits, as
it enables them to generate more internal funds. This internal financing is crucial for achieving a
sustainable growth rate. Maintaining a sustainable growth rate is critical for SMEs to successfully
manage, control, and strategize their financial operations and activities. A constant growth rate has the
potential to boost profitability and provide significant information to management for prudent financial
decision-making. The results of this study can be used in future research attempts to analyze many
aspects of the sustainable growth rate. This goes beyond individual activities and embraces the entire
industry, to understand how SMEs can improve the efficiency of their financial operations and strategic
initiatives, thereby contributing to their overall success.

Abstrakti:
Qéllimi i kétij studimi éshté té shqyrtojé marrédhénien midis menaxhimit té kapitalit qarkullues dhe
normés sé géndrueshme té rritjes, duke pérdorur profitabilitetin si ndérmjetés. Studimi analizon njé
dataset qé pérfshin 122 NVM (Ndérmarrje té Vogla dhe té Mesme) gé kané operuar né disa vende té
pérzgjedhura té Ballkanit Peréndimor gjaté periudhés 2013-2022. Duke pérdorur modelet e regresionit té
metodés sé kuadrateve té zakonshme mé té vogla (ordinary least squares), studimi tregon njé lidhje té
térthorté midis menaxhimit té kapitalit garkullues dhe normés sé géndrueshme té rritjes, e ndérmjetésuar
pérmes profitabilitetit. Rezultatet e analizés sé efektit té& ndérmjetésimit e klasifikojné si "ndérmjetésues
vetém i térthorté" si marzhin neto té fitimit. Gjetjet theksojné réndésiné e menaxhimit strategjik té
kapitalit garkullues nga NVM-té, vecanérisht duke shkurtuar periudhén e garkullimit té inventarit dhe
periudhén e konvertimit té parasé sé gatshme. Njé periudhé mé efikase e qarkullimit té inventarit dhe
konvertimit té parasé mund té rrisé né ményré domethénése kapacitetin e NVM-ve pér té gjeneruar
profit, pasi u mundéson atyre té krijojné mé shumé fonde té brendshme. Njé ményré e tillé e financimit
té brendshém éshté jetike pér arritjen e njé norme té géndrueshme té rritjes. Mbajtja e njé norme té
géndrueshme té rritjes éshté thelbésore pér NVM-t€, pasi u mundéson atyre té menaxhojné, kontrollojné
dhe planifikojné né ményré strategjike operacionet dhe aktivitetet e tyre financiare. Njé normé konstante
e rrities ka potencialin té pérmirésojé profitabilitetin dhe té ofrojé informacion té vlefshém pér
menaxhimin né marrjen e vendimeve té kujdesshme financiare. Rezultatet e kétij studimi mund té
pérdoren né kérkime té ardhshme pér té analizuar shumé aspekte té normés sé géndrueshme té rritjes.



Ky analizim shkon pértej aktiviteteve individuale dhe pérfshin té gjithé industriné, pér té kuptuar se si
NVM-té mund té pérmirésojné efikasitetin e operacioneve té tyre financiare dhe iniciativat strategjike,
duke kontribuar késhtu né suksesin e tyre té pérgjithshém.



