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INFLUENCE OF QUALITY MANAGEMENT SYSTEMS ON
THE FINANCIAL CAPITAL MANAGEMENT STRATEGIES
IN TRADING COMPANIES

Trading companies which want to increase their cgtitipeness are forced to look for new
ideas to improve the implementation of the adopstedtegy. The aim of the publication is to
show the role of the quality management systemrdéogto ISO 9001 to develop the strategy
of working capital management in trading companerking capital is one of the most
important elements of financial management in apamy. This is an area of finance which
includes management of current assets and cuigdilities. The choice of the appropriate
management strategy leads to high liquidity and fowfitability, or vice versa. Companies
managers, to meet the expectations of the owndreduce management systems that allow for
safe maintenance of liquidity. One such solutioith@ut which the implementation of certain
working capital management strategy is almost irsjids is to develop appropriate standards
for quality management. In the paper the requiremer the quality management system
according to ISO 9001 were characterized and dsstligs impact on the choice of individual
strategies of working capital management. Basedhenconsiderations it was stated that:
quality management systems improve relationshipl stppliers and customers and minimize
the number of errors and inconsistencies in theplgupnd distribution strategy, aggressive
management of working capital without the introdoictof appropriate quality management
systems leads to the collapse of companies. Itécagipn is in some sense a buffer that protects
the company from bankruptcy, at the stage of impletation of the system it is recommended
to have developed strategies for working capitahaggment and the implementation process
should be adjusted to their requirements.
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1. INTRODUCTION

Working capital is one of the most important eletseaof financial management in a
company. This is an area of finance which includagent assets and current liabilities
management. In order a company could functioniefiity in the market various policies and
strategies for current assets and current liadglishould be developed in such a way to make

' Dr Inz. Grzegorz Zimon , Zaklad Finanséw i Bankdgip Rzeszow University of Technology, Rzeszéw, gzi-
mon@prz.edu.pl, Wydziat Zagdzania al. Powsteéw Warszawy 10, 35-959 Rzeszéw, Tel. 17 865168%0(a
korespondencyjny)

2Dr Dominik Zimon, Katedra Systeméw Zadzania i Logistyki, Wydziat Zaezizania, Politechnika Rzeszowska im.
Ignacego tukasiewicza, al. Powstaw Warszawy 8, 35-959 Rzeszéw, e-mail: zdomin@pzpl tel. 17 8651073



266 G. Zimon, D. Zimon

net working capital positive. The difficulties as&ted with maintaining a satisfactory level
due to the feedback that occurs between liquidity profitability. Selection of the appropriate
capital management strategy leads to high liquiditg low profitability, or vice versa.
Business owners are interested in profit that thmpany obtains. Companies managers, in
order to meet the expectations of the owners aji@grto introduce new solutions and
management systems that will allow them to maintasecure liquidity and get profit. One
such solution, without which the implementation a#rtain working capital management
strategy is almost impossible, is to develop appatg standards for quality management.
This is the first step towards streamlining intérpeocesses to manage key areas of the
company and prepare a solid foundation for the @mgntation of the intended strategy and
the implementation of standardized quality manageragstems.

The aim of the publication is to show the role aligy management system can play
according to 1SO 9001in the individual strategiésvorking capital management in trading
companieslin order to realize the stated objectives studigtdture and in 2013 conducted
the research process for the ten trading compampiesating in purchasing groups.

2. WORKING CAPITAL IN A COMPANY

While analyzing the literature on working capitaleocan meet with the two concepts
associated with it: net working capital and thesgraorking capital. Gross working capital is
synonymous with gross assets and it includes: tovess, accounts receivable, short-term
investments and short-term accrullslowever, net working capital is defined as current
assets lessened by current liabilifleéset working capital is otherwise the working capit
The working capital as individual elements of cotrassets "work" to make mon&yAnother
definition defines net working capital as a part tbé constant capital (long-term) of a
company, which finances the as<ets. the literature very often, however, the net kitog
capital is defined as the working capital.

The most important role of working capital in th@pany results from the fact that:

1) itis a measure of liquidity,

2) acts as a buffer that protects a company agairsatipnal losses; the excess
of current assets over current liabilities alloWws tenewal of the operating cycle,

3) reduces the negative impact of the environmenherfunctioning of the
company, protects against supply variability.

Its management is important from the point of viefvmaintaining the security of the
company. The choice of working capital managem#ategy also has a great impact on the

3-Finanse firmy. Jak zagdzat kapitatem, (ed.) Szegny. W, Wydawnictwo CH. Beck, Warszawa 2007, p. 201
4. Brigham E.F. , J.F Houston, Podstawy zdrania finansami, PWE, Warszawa 2005, p. 241

5 Pluta W., Michalski G. , Krétkoterminowe zadzanie kapitatem. Jak zachawplynndié., C.H. Beck, Warszawa
2005, p. 50

bKusak A. , Plynné finansowa. Analiza i sterowanie, WWZ, Warszawa@@®. 58
" Kusak A. , Plynnéé finansowa. Analiza i sterowanie, WWZ, Warszawa®®. 58
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cost of the company. The heads of the company hasteoice of three classic strategies of
working capital management:

1) conservative, which is characterized by a predondeaf current assets
over current liabilities. Companies using this tgbetrategy have high inventories,
lower inventory status of receivables and low statecommitments,

2) moderate, which draws the best from the conseatnd aggressive
strategies and minimizes the risks posed by thesetrategies,

3) aggressive, which is characterized by a small caidv@antage of current
assets over current liabilities. Companies usiigtiipe of management have low
inventories, higher states of receivables and itoréas and a very high level of
current liabilities.

The choice of the right management policies wittdividual components making up the
capital will have an important impact on three vamportant elements for the assessment of
the financial condition of the company: liquidiprofitability, asset management effectiveness
of current and current liabilities. However, in erdthe managers could get favorable results
on their financial condition it is necessary to mia@e whether and how quality management
systems affect working capital management straseditow is it reflected in the final
economic-financial situation of a company?

3. QUALITY MANAGEMENT SYSTEMS IN TRADING COMPANIES

The basic condition for determining the developn@rrading companies is to meet the
demands made by consumers and institutional cussome should be noted that the
requirements of the customers cover a wide randeatfires and characteristics of products
and services and they are changing and evolvingrdigally . Therefore, managers of
companies are looking for solutions and concepé$ support the multifaceted process of
customer service. Modern quality management syst@gmghis context are a highly
recommended solution. This is due to the fact thwir idea, and the whole structure is based
on highlighting the role of chief client in the pess of business management.

Narrowing the area of considerations for tradinmpanies because of their nature, in the
first place the implementations of standardized liguananagement systems should be
considered, and in particular the system accorttin§O 9001 standard.

The ISO 9001 despite the fact that in recent yadras lost much of its popularity, it is
still the most commonly-implemented quality managatrsystem in the world. This is due to
the fact that the main goal of its creators waddweelop a universal system addressed to any
type of organization. Initially, the quality managent systems in accordance with ISO 9001
standards were implemented in large industrial renises. Today, they are more popular in
trading organizations. The main reason is the flaat ISO 9001 was amended on several
occasions which resulted in better reflect its eomorary trends in management and business
practice. Indirectly, it also stems from the in@eé growth rate of the economy. Taking this
into account it can be concluded that relativelyngndrading organizations recognize
international standards of management as an eféettidl to support operations.
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The main goal of the authors of ISO 9001 was tcettgwvsuch a standard of governance
that would make entrepreneurs aware of the fadtrttemagement of the company should be
directed primarily at the client. In addition theim objectives of the 1SO standard incltide

1) to show external customers, on the basis of obe&vidence that the company does
everything within its capabilities to maximize thsatisfaction,

2) the introduction in the company of such a manageisysiem that allows to enter a
path of sustainable development, enabling apprigptéageting, minimize losses and
improve the functioning of internal processes,

3) to enable the company to creative adaptation, ¢énemal requirements of the
standard, to the specifics of the business, sed#pg objectives, strategies or existing
market rules.

In addition, the ISO 9001 with its requirementsegiva company a guidance on the
definition of the quality management system architee, based on the process approach and
the indications for its continuous improventerithe 1SO 9001 with its guidelines governs
such areas in a company as: the development okrsystocumentation, management
responsibility, employees’ rights, methods of comivation, maintenance management,
acquisition and management, comprehensive implatientof the product or measurement,
analysis and improvement.

It should be noted that the implementation of adéadized quality management system is
an investment and in such terms it should be censdl Practice and numerous publications
show that the implementation of standardized qualidnagement systems is not an easy task,
as it requires from the people involved in the pascthe extensive knowledge covering the
specifics of a particular company and the speciiguirements of the system. It should be
emphasized that properly implemented systems caa $@murce of additional problems and
costs®. However, a well prepared and properly executeflémentation process and the
improvement of the quality management system aaogto ISO 9001 will certainly lead to a
number of benefits in the future, both internal axternal ones. An analysis of the literature
shows that the potential benefits are extremelgrdi® and should be considered in the context
of the expectations and objectives adopted inrtiddmentation phase of the system. Trading
companies which decide to implement 1ISO 9001 inldhg term can expect:

1) image improvement (marketing advantages),

2) increase of both internal and external customésfaation,

3) organization in documentation,

4) shift to process management,

5) increase of pro-quality awareness of managers anpliogyees at all levels,

6) increase of the quality of services,

7) more close cooperation with suppliers,

8 tunarski J., Zargzania jakécia. Standardy i zasady, Wydawnictwo Naukowo-TechrégaWarszawa 2008, p.
256.

9 Urbaniak M., Kierunki doskonalenia systemow zezania, Wydawnictwo Uniwersytetu £ 6dzkiego, @010, p. 22.
10-Bugdol M., Jedynak P., Wspdlczesne systemydaania. Jak, bezpieczéstwo, ryzyko, Helion, Gliwice 2012, p. 75.
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8) building a strategy based on quality objectives,
9) improvement of logistics customer service.

Generally it can be assumed that the benefits efiritroduction of quality management
systems result mainly in sorting out the most intgnar areas of the companies and their
integration and to emphasize the leading role af tient in business. In addition,
standardized systems contribute to a reductiongasurable and immeasurable loss of quality
due to defects and non-compliances, as well asstanew ideas and concepts on quality in the
field of companies manageméht

However, there is reason to fear that the apptioadif formal quality management system
and the high costs associated with the implemeamtaaind improvement of the system can
adversely affect the efficiency and effectivenessrading companies Noting the nature and
the financial problems faced by particularly smeaiid medium-sized trading companies the
question of how to implement a standardized quatignagement system can affect their
functioning appears?The answer to this question largely depends oratheal commitment
of staff and management in the organization inithelementation and improvement of the
system. If the system was implemented in hastedbygms not having sufficient knowledge,
one may find that the system will generate moresdssthan benefits. The most serious
shortcomings of standardized quality managemenésysinclude:

1) anincrease in bureaucracy,

2) absorbing of employees with unnecessary actions,

3) the high cost of maintaining the system,

4) division of companies into those operating in angader the terms of the system and
areas where the system is only a facade,

5) artificial creation of the objectives,

6) managing the norm rather than the actual needseahtarket.

4. ROLE OF QUALITY MANAGEMENT SYSTEMS IN WORKING CAPIT AL
CONTROL

The introduction of appropriate quality managemsystems have various effects on
different elements affecting the level of workingpial. The impact of standardized quality
management systems is also dependent on the chkiwataygy of working capital management
in a company. It may be of small relevance or waryortant for working capital and financial
performance of companies. The level of working ps mainly influenced by inventories,
receivables and liabilities and, therefore, forsthéhree elements the analysis of the impact of
quality management systems in individual strategias conducted.

The first analyzed element were stocks. Their inlérading companies is crucial for
liquidity, profitability. The impact of quality magement systems on individual capital
management strategies is presented in the tablew.bé was examined on the basis of two

1. Zymonik Z., Hamrol A., Grudowski P., Zaidzanie jakécia i bezpieczéstwem, PWE, Warszawa 2013, p. 89.

2 Zimon D., Ocena efektéw wdrenia wymaga normy 1ISO 9001 w malychsrednich organizacjach handlowych,
Problemy Zaradzania, no. 2, (37), 2012, p. 73.
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strategies: aggressive and conservative one. Bec#us moderate strategy results in
minimizing the weaknesses of the previous strasegiel maximizing their advantagéshe
characteristics of the impact of quality managenatrits individual elements was omitted. Its
influence is generally average and the details waeurately described in case of the
aggressive and conservative strategies. Table sept® the influence of quality management
on stocks.

Table 1. Assessment of the influence of quality aggment on stocks in each working capital
management strategies

Strategy Influence on stocks Influence on cgsts luémfce on financial
security
CONSERVATIVE | YES AVERAGE NO
MODERATE YES AVERAGE AVERAGE
AGGRESSIVE YES LARGE LARGE

Source: own research

The development of system documentation, which eéguired at the stage of
implementation of standardized quality managemgsiiesn has undoubtedly an big influence
on all working capital management strategies. Quatianagement systems are the most
important in the case of an aggressive capital gemant strategy. This is due to the use of
risky inventory management systems that rely onmiging inventory levels.

The introduction of appropriate quality managensystems and guidelines resulting from
the enhanced control of purchased materials altmasbtain supplies that meet established
quality standards. In this range ISO 9001 is exélgnrestrictive and has a number of
provisions governing relations with suppliers angl@y control of the derived components.
This is very important because, in the case ofégadte quality control and acceptance of the
defective materials there is a stoppage in pradocénd sales, which could generate
significant losses and adversely affect the le¥dbgistical support. Furthermore, the sales
cannot be completed within a period which may inpemalties and the loss of the contract, it
is an important element that appears in the reblgamanagement. Quality management
systems are, therefore an integral part of supmprin aggressive capital management
strategy. Their absence means high liquidity ristf high costs.

While using the conservative strategy for inventorgnagement it is more important to
implement appropriate inventory control systemsttiee introduction of quality management
systems. The application of even the simplest nithod inventory management will improve
the costs. It is possible to implement quality ngemaent systems while applying the
conservative strategy, but their impact on the ifability and safety of the operation is
negligible. One thing one can be sure of is thet fhat the introduction of quality
management systems in this case will generate.costs

13, Finanse firmy. Jak zaadza: kapitatem,(Ed.,) Szgsny W., C.H. Beck, Warszawa 2007, p. 213.
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The next area associated with working capital whiels analyzed from the point of view
of quality management systems are receivables.

Table 2. Assessment of the influence of quality ag@ment on receivables in each
working capital management strategies

Strategy Influence on Influence on costs Influence on financial
receivables security
CONSERVATIVE | YES LITTLE LARGE
MODERATE YES AVERAGE AVERAGE
AGGRESSIVE NO NO NO

Source: own research

In the case where the company conducts aggressategies and sells according to the
principle to sell as much as possible, without yriab the history and the financial situation
of counterparties, the introduction of quality mgement systems is pointless. Most
procedures will not be followed and implementéddrie uses a conservative strategy for the
management of receivables, the introduction of iguahanagement systems is justified.
Conservative strategy is based on an appropriaivables management policies. Properly
structured receivables management policy leadse@¢paration of the recipients into various
groups, the introduction for the specific groupsgdrade credits, the introduction of limits on
trade credits, the introduction of appropriate keryg procedures. In this respect, the
implementation of the requirements of standardigedlity management systems also seems
reasonable. Thus, the philosophy of quality managgrpromotes customers and recipients
segmentation into groups to identify key custom&saring the next stage, the company
should strive to form long-term relationships wittem based on improving the technical
quality, increase reliability of supply, transfer lkammowledge and shortening the procurement
cycle. Linking these activities will benefit thegservation of order in the recovery process
and will reduce the risk of errors in the procegslebt management policy. But it will be
associated with incurring low costs but it will leas positive impact on the security of the
company.

The last analyzed element are current liabilities.the table 3 the assessment on the
influence of quality management systems on indsidapital management strategies was done.

Table 3. Assessment of the influence of quality aggament on liabilities in each working
capital management strategies

Strategy Influence on Influence on costg Influence on financial
liabilities security
CONSERVATIVE | YES LITTLE LITTLE
MODERATE YES LITTLE LITTLE
AGGRESSIVE YES LITTLE LITTLE

Source: own research
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In the case of liabilities it is necessary to maksimilar assessment as in the case of
receivables. Aggressive strategy consists in leamtly the maturities of liabilities. Payment
of liabilities is made according to a "quench tle"f This system does not need to be
supported and it will be difficult to introduce thppropriate procedures. In the case of quality
management some solutions for the conservativeegiracould be introduced that would
allow to avoid a situation in which the companyigble to discharge liabilities.

When analyzing the sources structure of companiedifig for individual management
strategies of working capital it should be noteat ti is different for each of them. Based on
literature sources and debt equity ratio, it isiessd that to ensure the financial stability of the
company the debt equity ratio should be within drege of 1.0 to 3.0. The lower limit of the
range is the standard for large enterprises, viheupper for small entitie&! This indicator
can also have a negative value (negative equitigjctwis very typical for companies facing
bankruptcy (or those that have already falléR)ln the case of an aggressive strategy of
management of working capital the ratio of liaBét to equity will be high and will be more
than 3. In some companies it can also take negatlges. When analyzing the moderate
strategy, which is very often considered as thémdt the ratio of total liabilities to equity
will be located within the limits of 1.0-3.0. Thertservative strategy, which is safe for which
liability is limited (mainly those liabilities touppliers) to a minimum, will be characterized
by a low level of this index value above 1.0.

5. CONCLUSIONS

Based on the analyses, the following conclusion®weawn:

1) Quality management systems improve relationshipis sippliers and customers and
minimize the number of errors and inconsistencigbé process of supply and
distribution,

2) Atthe stage of implementation of the system, ieisommended to have developed
strategies for working capital management andrtfeémentation process should be
adjusted to their requirements,

3) Strategy for aggressive management of working ahpithout the introduction of
appropriate quality management systems lead todle&pse of companies. Its
application is in some sense a buffer that protbetcompany from falling.

In spite of some flaws and the relatively high softe implementation of standardized
quality management systems in trading companiewidespread. But (according to the
authors) over time the ISO 9001 will gradually lagsseémportance and will be considered only
as a starting point for the implementation of thankch systems and the development of the
philosophy of total quality management in a compding discussion on this topic will surely
quicken soon as a significant amendment to ISO 9@0be introduced sooff However, at

4 Nowak. E , Analiza sprawozddinansowych, PWE, Warszawa 2005, p.225
SKowalak R., Ocena kondycji finansowej przethirstw, ODDK , Gdask 2003, p.75
16Zimon D., Zaradzanie jakécia w logistyce, CeDeWu, Warszawa 2013, p. 43.
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the moment, standardized quality management systambe considered as a recommendable
solution for trading companies which want to impga@fficiency and effectiveness.
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WPLYW SYSTEMOW ZARZ ADZANIA JAKO SCIA NA STRATEGIE
ZARZ ADZANIE KAPITALEM OBROTOWYM W PRZEDSI EBIORSTWACH

Przedsibiorstwa handlowe clhc zwigksz& swoj konkurencyjné¢ zmuszone g do
poszukiwania nowych koncepcji usprawa@jch realizowanie zakonej strategii. Celem
publikacji jest ukazania roli jakmaoze odgrywé system zargizania jakécia wedtug normy
ISO 9001 w opracowaniu strategii zadzania kapitatem obrotowym w przegsiorstwach
handlowych. Kapitat obrotowy to jeden z nagngjszych elementdéw zadzania finansami w
przedstbiorstwie. Jest to obszar finanséw ktéry obejmigezmdzanie aktywami bigcymi i
pasywami bieacymi. Wybor odpowiedniej strategii zadzania nim prowadzi do wysokiej
ptynnasci i niskiej zyskownéci lub na odwrét. Zamgzapcy firmami aby sprosta
oczekiwaniom wiécicieli wprowadzaj systemy zarglzania ktére pozwalna utrzymanie
bezpiecznej ptynriei finansowej. Jednym z takich rozwen bez ktérych wdrzanie pewnych
strategii zarzdzania kapitalem obrotowym jest agz niemdliwe jest wypracowanie
odpowiednich standardow zadzania jakécia. W publikacji scharakteryzowano wymagania
systemu zarglzania jakécia wedtug normy ISO 9001 oraz omoéwiono jego wptywwnghor
poszczegllnych strategii zadzania kapitatem obrotowym. Szczegélowo przedstawi
wplyw systemu zawglzania jakécia wedtug normy ISO 9001 na poszczegblne elementy
wplywajace na poziom kapitatu obrotowego netto czyli aatéci krotkoterminowe, zapasy
oraz zobowjzania bieace. Analiza ta zostata przeprowadzona z uwdrgeniem podziatu
strategii zarzdzania kapitalem obrotowym na agresywomiarkowan i konserwatywn. Na
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podstawie rozwen stwierdzono,ze: systemy zarglzania jakécia usprawniai relacje z
dostawcami i odbiorcami i minimalizujiczbe bleddw i niezgodnéci w procesie zaopatrzenia i
dystrybucji, strategia agresywna zgzania kapitatem obrotowym bez wprowadzenia
odpowiednich systeméw zadzania jakécia prowadzi do upadku przedbiorstw. Jej
zastosowanie to w pewnym sensie bufor chiomnprzedsibiorstwo przed upadkiem, na etapie
implementacji systemu, zalecag simiet juz opracowane strategie zagizania kapitatem
obrotowym i proces wdeania dostosowado ich wymogow.

Stowa kluczowe:jakos¢, kapitat obrotowy, strategia, zadzanie
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