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Abstract: The study aims to measure and analyze the impact of asset management efficiency on
financial freedom. The study community was represented in industrial companies listed on the
Iraq Stock Exchange, and a sample was taken from this community. As the sample size reached
(4) industrial companies listed on the Iraq Stock Exchange, the quarterly data will be analyzed, as
the selected time series was formed from (20) quarters. From 2019 to 2023, the program
(Eviews10) was used in the analysis and testing of hypotheses. A set of conclusions has been
reached, the most important of which is that inventory turnover affects positive moral indicators
of financial freedom. Optimal management of this item contributes significantly to meeting
market demand as well as reducing its costs, which leads to maximizing returns and then access to
financial freedom. Based on the conclusions, a set of recommendations, the most important of
which the researchers recommend the study sample companies to determine the amount of
inventory to be purchased as well as determine the appropriate time to purchase as well as
identify the goods that need to be improved, and then these measures contribute greatly to
increasing and speeding up the sales process and ultimately maximizing returns.

Keywords: Efficient Asset Management, Industrial Companies, Financial Freedom.

1. Introduction:

Companies seek to achieve efficiency in managing their assets, as achieving this goal would contribute
greatly to increasing the ability to compete and thus survive, continue, and expand. The issue of efficient
asset management has become one of the vital topics that has received great attention from researchers and
those interested in financial affairs. In addition, the company has sought from an early stage to use the best
methods to manage its assets in an optimal manner. Asset management is part of the company’s vision
because of its prominent role in achieving the basic goals that the company seeks. Efficiency in asset
management would lead to maximizing revenues compared to the costs incurred by the company, and then
this is reflected in maximizing net income, which results in maximizing the value of the company.
Therefore, managing assets in an optimal manner leads, to one degree or another, to achieving annual
revenues that exceed costs. The annual financial freedom that the company bears, and thus the company is
financially free. Efficiency in asset management contributes greatly to achieving financial freedom for
companies, and thus this enhances the company’s ability to survive, expand, and grow, which is one of the
basic goals that companies seek to achieve. The problem of the study is represented in several questions,
including: What is the effect of efficient asset management on financial freedom? What is the level of
efficiency of asset management for the companies in the study sample? How can companies achieve
financial freedom? The importance of the study stems from the fact that it was applied in the industrial
sector, which is one of the most important vital sectors that contributes greatly to creating a strong
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economy. In addition, the study contributes, through the work mechanisms it provides, to maximizing
companies’ revenues and thus increasing their ability to survive and expand.
1-1 Methodology
1-1-1 The problem of the study

The low level of financial freedom of companies (weak revenues compared to costs) casts a shadow
over their ability to compete. In addition, companies whose returns fluctuate as a result of the low value of
their assets compared to their liabilities (low level of financial freedom) have a decrease in their market
share and thus their market value. Which ultimately leads to its exit from the market, so financial freedom
contributes greatly to enhancing the company’s ability to survive, grow, and expand, and then maximizing
the company’s market value if the money is invested in the appropriate fields, as well as managing
investments in an optimal manner, and when reviewing the reports. It is clearly evident that these
companies lack financial freedom, and this is reflected in their weak performance and thus their inability to
compete, especially after Iraq’s openness to foreign markets and the entry of competing companies. It
should be noted that Iragi industrial companies possess the elements of financial liberalization. In light of
the above, the problem of the study can be framed in the following questions:
1. What is the impact of efficient asset management on financial freedom?
2. What is the level of efficiency of asset management for the industrial companies in the study sample?
3. How does efficient management of assets reflect the financial freedom of industrial companies?
1-1-2 The importance of the study
1- Choosing one of the most important vital sectors (the industrial sector) contributes greatly to the
transition to a market economy and then achieving development in several areas through supporting
industrial sector companies.
2. The study contributes to developing mechanisms that help companies maximize their revenues (liberate
them financially).
3. The study topics are vital topics, and thus the study contributes to adding knowledge to the field of
specialization.
1-1-3 Objectives of the study
1- Measuring and analyzing the impact of efficient asset management on financial freedom.
2. Determine the level of efficiency of asset management for the industrial companies in the study sample.
3. Developing appropriate mechanisms to achieve financial freedom for companies through efficient
management of assets.
1-1-4 Hypothetical study scheme
The study scheme is the framework that shows the relationship between the study variables; in addition, the
hypothetical study scheme is the mirror that reflects the indicators used in measuring the study variables,
and Figure (1) below shows the hypothetical study chart:
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Figure (1) Study Model

1-1-5 Study hypotheses
1- There is a significant effect of asset management efficiency indicators on the ratio of operating revenues
to operating costs.
2- There is a significant effect of indicators of asset management efficiency on the ratio of sales to assets.
3- There is a significant effect of indicators of asset management efficiency on return on assets.
1-1-6 Scope of the Study
1- Spatial Limitations: The spatial limitations are represented by the companies listed on the Iraq Stock
Exchange.
2- Temporal Limitations: 2024-2026.
1-1-7 Community and sample study

The study community was represented by industrial companies listed on the Irag Stock Exchange. An
intentional sample of these companies has been selected according to several criteria, including their
continued operation during the period (2019-2023), as well as the availability of data, whether in reports or
bulletins issued by the Iraq Stock Exchange and the Securities Commission. The table below represents the
sample of the study.

Table 1. companies of the study sample

o _— Capital at
Name company Code Establishing | Listing Listing Company Address
Date Date (D)
Iragi Carpets and Floor IHTC 1989 2004 500000000 Baghdad
Iraqi Dates Manufacturing I1DP 1985 2004 17250000000 Baghdad
and Marketing
Al-Mansour Pharmaceuticals | IMAP 1989 2004 330000000 Baghdad
Industries
Baghdad Soft Drink IBSD 1989 2004 10000000000 Baghdad

Source: Financial reports issued by the Iraq Stock Exchange.

2-1 Thetheoretical framework of the study
2-1-1 The concept of asset management efficiency
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The term asset management efficiency has been widely used in the literature of business management in
general and financial management in particular, as the decision regarding assets and how to manage them is
determined in a way that aligns with maximizing returns (Petchrompo & Parlikad, 2019: 183). Asset
management efficiency is sometimes referred to as financial efficiency, and it is considered a key to
analyzing the efficiency and effectiveness of a company in managing its assets to generate sales. The rates
of asset management efficiency are also known as conversion rates or efficiency rates (Oghenekohwo et al.,
2019: 51). Asset management efficiency refers to the activities undertaken by the company (optimally
exploiting investment opportunities) to maximize its returns (Pardosi et al, 2021: 418). (Rompotis, 2024:
58) indicates that asset management efficiency represents a set of techniques employed by the company to
increase net cash flow, and that asset management efficiency is an important part of maintaining or
achieving sustainability in returns through the optimal exploitation of profitable opportunities (Taneja,
2023: 664).

Asset management is defined as a set of integrated activities aimed at creating value for the company by
maximizing returns (Petchrompo & Parlikad, 2019: 183), while (Oghenekohwo et al., 2019:51) asset
management efficiency is defined as a set of ratios that are used to determine how assets perform. To
enhance the growth of companies, (Le, 2019: 311) defines asset management efficiency as the extent of the
company’s ability to achieve its functions in light of the management of its assets.
2-1-1-1 Indicators of Asset Management Efficiency
1- Fixed asset turnover: This is one of the ratios used to assess how efficiently a company manages its fixed
assets to maximize sales. The higher the inventory turnover, the greater the company's ability to increase
sales through its fixed assets (Christianto & Munir, 2022:16), (Amalia et al., 2024:51). Fixed asset turnover
is calculated using the following equation (Puspita et al., 2021:77).

S
FAT = m TR |
Since:
FAT: fixed asset turnover.
S: Sales.

NFA: Net fixed assets.

2. Inventory turnover: It is an indicator used to measure the company's ability to convert inventory into
cash, as a higher inventory turnover indicates a faster conversion of inventory into cash (Amanda,
2019:19), (Demeter & Matyusz, 2011: 160), (Utami et al., 2024: 593). Grubor et al. (2013:403) indicate
that inventory turnover is an indicator used to measure the number of times inventory is sold and converted
into cash. Inventory turnover is calculated using the following formula (Gurning, 2024:2212; (Brigham &
Ehrhardt, 2019: 113).

coGS
T = T e 2

Since:
IT: Inventory turnover.
COGS: Cost of goods sold.

I: inventory.

3. Receivable Turnover: It is an indicator used to measure a company's ability to convert accounts

receivable into cash. The higher this indicator, the more frequently accounts receivable are

converted into cash, which is a positive point for the company (Amanda, 2019:19). Accounts
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receivable turnover is calculated using the following equation (Gurning, 2024:2212), (Habibah et

al., 2024:140).
S

RT=— ...l 3
AR

Since:

RT: Receivable Turnover.

S: Sales.

AR: Account Receivable.

2-2 The concept of financial freedom

Financial freedom means the situation in which a company is free from the fear of declining returns and
has liberty in its financial strength. Financial freedom can be achieved through efficient investment
management, as the benefits of investment are linked to financial freedom, meaning obtaining more profits
in the future by investing in fixed or current assets (Sibyani et al., 2022:65). Financial freedom refers to
maximizing revenues in the long term, thus liberating the company financially, meaning that revenues
exceed the costs incurred by the company over a specified period. Due to the increase in the value of its
assets and the efficiency in managing those assets, the revenues generated are higher than the costs incurred
by the company over a specified period (Audi et al., 2024:188). Financial freedom indicates that the
company has reached a stage of financial independence, achieving its goals without relying on others
(increasing the value of its assets and then relying on its internal resources without resorting to external
parties). This means that a company that achieves financial independence has sufficient assets to generate
revenues that exceed its costs (Hartantri et al., 2024:106). (Kranc, 2015: 58) indicates that financial
freedom is an increasing set of options, and it is viewed as a series of stages that provide more financial
independence, ultimately leading to the fundamental goals of survival and growth. On the other hand, the
concept of financial freedom extends to include freedom in financing, which is achieved through the
company's liberation from reliance on specific sources. (Sabatier, 2020: 15) sees achieving revenues over a
specified period that exceed the costs incurred by the company during that period, which in turn leads the
company to operational levels that align with its fundamental goals.

(Sibyani et al., 2022:65) defines financial freedom as a situation where you are free from fear and worry
about running out of money and have freedom in your financial power without having to work harder.
While (Wong, 2024) defined financial freedom as the increase in the value of assets as a result of managing
them efficiently and then increasing revenues compared to costs. (Shah & Sridhar (2024) define financial
freedom as the level reached by the company at which the income achieved is consistent with the goals set.
2-2-1 Indicators of financial vulnerability

Financial freedom is measured through the following indicators( Advani, 2014):

1. Ratio of operating revenues to operating costs: This ratio refers to the ratio of operating revenues to
operational costs and is used to measure the company’s ability to generate revenues versus the costs it bears
(Fajri, 2018:19), and is calculated through the following equation (Fajri, 2018:19).
OR
POBO = oC 4
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Since:

POBO: The ratio of operating revenues to operating costs.

OR: Operating revenues.

OC: operational costs.

2. Sales to assets ratio: It is sales to total assets, and this ratio is used to measure the company’s efficiency
in generating revenues. This ratio also reflects the company’s efficiency in maximizing sales through the
assets it owns (Sinamo, 2024:833), and is calculated through the following equation (Andini & Romadon,
2024:298):

STAR = NS 5
= e

Since:

STAR: Sales to assets ratio.

NS: Net sales.

TA: Total Assets.

3. Return on Assets: It is an indicator used to measure the company's ability to generate returns from its
total investments. Moreover, ROA is used to show how well the company benefits from its assets (Ardhana
et al., 2023:235). (Sari & Rochmatullah (2024:663) indicate that ROA is a vital indicator that reflects the
efficiency of the company's operations in utilizing its assets to achieve profits. ROA is calculated through
the following equation (Alabassi et al., 2022:36).

ROA = ik 6
=

Since:

ROA: return on assets.
NI: net income.
TA: Total Assets.
3-1 Practical framework of the study
3-1-1 Testing the study hypotheses
1. Analysis and testing of the first hypothesis: There is no significant effect of the asset management
efficiency indicators on the ratio of operating revenues to operating costs.
Table 2. Results of testing the impact of asset management efficiency indicators in
(POBO)

Dependent Variable: POBO
Method: Pooled Least Squares
Date: 07/21/24 Time: 10:55
Sample: 2019Q1 2023Q4
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Included observations: 20
Cross-sections included: 4
Total pool (balanced) observations: 80

Variable Coefficient Std. Error t-Statistic  Prob.

C 1.538581 0.286675 5.366991 0.0601

IT 0.192732 0.073587 2.619100 0.0106

RT 0.499007 0.001110 8.116170 0.0000
R-squared 0.788435

Adjusted R-squared  0.690489
S.E. of regression 1.220982
Sum squared resid 80.50298

Log likelihood -113.7658
F-statistic 8.049651
Prob(F-statistic) 0.000000

Source: Preparing researchers based on the outputs of (Eviews10)

It is clear from Table (2) above the results of the impact of asset management efficiency indicators on the
ratio of operating revenues to operating costs. The results show that the coefficient of explanation reached
(0.79), indicating that the asset management efficiency indicators explain (0.79) of the change occurring in
(POBO). 1t is also evident that the significance of the model reached (0.000), which is less than the
assumed significance level (0.05), indicating that the model is significant.

- The beta coefficient for (FAT) was (-0.01), while the p-value was (0.269), which is not significant
compared to the assumed significance level (0.05). Based on these results, the null hypothesis is accepted.

- The beta coefficient for (IT) was (0.19), while the p-value was (0.010), which is significant compared to
the assumed significance level (0.05). Based on these results, the null hypothesis is rejected.

- The beta coefficient for (RT) was (0.50), while the p-value was (0.000), which is significant compared to
the assumed significance level (0.05). Based on these results, the null hypothesis is rejected.

2. Analysis and testing of the second hypothesis: There is no significant effect of the asset management
efficiency indicators on the sales-to-assets ratio.

Table 3. Results of testing the impact of asset management efficiency indicators in
(STAR)

Dependent Variable: STAR
Method: Pooled Least Squares
Date: 07/21/24 Time: 13:34
Sample: 2019Q1 2023Q4
Included observations: 20
Cross-sections included: 4
Total pool (balanced) observations: 80
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Variable Coefficient Std. Error t-Statistic  Prob.

C 0.062043 0.031534 1.967491 0.0543

FAT 0.033940 0.000264 128.3375 0.0000

IT 0.060695 0.011121 5.457416 0.0000

RT 0.020392 0.000141 2.782553 0.0074
R-squared 0.998779

Adjusted R-squared  0.998214
S.E. of regression 0.134307
Sum squared resid 0.974066

Log likelihood 62.81701
F-statistic 1766.936
Prob(F-statistic) 0.000000

Source: Preparing researchers based on the outputs of (Eviews10)

It is evident from Table (3) above the results of the impact of asset management efficiency indicators on the
sales-to-assets ratio. The results show that the coefficient of explanation reached (0.99), which indicates
that the asset management efficiency indicators explain (0.99) of the change occurring in (STAR). It is also
clear that the significance of the model reached (0.000), which is less than the assumed significance level
(0.05), indicating that the model is significant.

- The beta coefficient for (FAT) was (0.03), while the p-value was (0.000), which is significant compared to
the assumed significance level (0.05). According to these results, the null hypothesis is rejected.

- The beta coefficient for (IT) was (0.06), while the p-value was (0.000), which is significant compared to
the assumed significance level (0.05). According to these results, the null hypothesis is rejected.

- The beta coefficient for (RT) was (0.02), while the p-value was (0.007), which is significant compared to
the assumed significance level (0.05). According to these results, the null hypothesis is rejected.

3. Analysis and testing of the third hypothesis: There is no significant effect of asset management efficiency
indicators on return on assets.

Table 4. Results of testing the impact of asset management efficiency indicators on
(ROA)

Dependent Variable: ROA
Method: Pooled Least Squares
Date: 07/21/24 Time: 22:30
Sample: 2019Q1 2023Q4
Included observations: 20
Cross-sections included: 4
Total pool (balanced) observations: 80

Variable Coefficient Std. Error t-Statistic  Prob.

C -0.087450 0.033498 -2.610622 0.0117
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FAT 0.029722 0.000281 105.7989  0.0000

IT 0.066025 0.011814 5.588678 0.0000

RT 0.040744 0.000150 4.974546 0.0000
R-squared 0.997937

Adjusted R-squared  0.996982
S.E. of regression 0.142671
Sum squared resid 1.099164
Log likelihood 57.98400
F-statistic 1045.032

Prob(F-statistic) 0.000000
Source: Preparing researchers based on the outputs of (Eviews10)

It is clear from Table (3) above the results of the impact of asset management efficiency indicators on
return on assets. The results show that the coefficient of explanation reached (0.99), which indicates that the
asset management efficiency indicators explain (0.99) of the change occurring in (ROA). It is also evident
that the significance of the model reached (0.000), which is less than the assumed significance level (0.05),
indicating that the model is significant.

- The beta coefficient for (FAT) was (0.03), while the p-value was (0.000), which is significant compared to
the assumed significance value of 0.05). According to these results, the null hypothesis is rejected.

- The beta coefficient for (IT) was (0.07), while the p-value was (0.000), which is significant compared to
the assumed significance value (0.05). According to these results, the null hypothesis is rejected.

- The beta coefficient for (RT) was (0.04), while the p-value was (0.000), which is significant compared to
the assumed significance value of 0.05). According to these results, the null hypothesis is rejected.

4-1 Conclusions and Recommendations

4-1-1 Conclusions

1. The turnover of fixed assets has a positive significant impact on the sales-to-assets ratio and the return on
assets rate, meaning that optimal management of fixed assets (increasing the company's efficiency in
generating sales from its fixed assets) leads to maximizing returns. Increasing the company's ability to
generate sales significantly contributes to achieving financial freedom (maximizing returns compared to the
costs incurred over a specified period).

2. Inventory turnover has a significant positive impact on financial freedom indicators. Optimal
management of this item greatly contributes to meeting market demand as well as reducing its costs, which
leads to maximizing returns and ultimately achieving financial freedom.

3. There is a significant positive impact of accounts receivable turnover on financial freedom indicators,
meaning that optimal management of this item (increasing the frequency of collecting accounts receivable)
leads to increased returns and subsequently contributes to achieving financial freedom.

4. The concept of financial freedom is a modern concept that requires further research and investigation,
especially in the field of business management and specifically in financial management at both the
corporate and individual levels.

4-1-2 Recommendations

1. It is necessary for the companies in the study sample to optimally utilize their fixed assets (working to
increase production capacity) to increase the number of finished units. Consequently, this mechanism
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contributes to maximizing the company's returns in relation to the costs incurred over a specific period,
which helps achieve financial freedom.

2. The researchers recommend that the companies sample the study need to determine the amount of
inventory that must be purchased, as well as determine the appropriate time for purchase, as well as identify
the goods that need improvement. Therefore, these procedures contribute greatly to increasing and
accelerating the sales process and ultimately maximizing returns.

3. The researchers recommend that the companies in the sample study need to increase the value of
accounts receivable, and this is done by collecting accounts receivable in a shorter period than the period of
paying accounts payable. In addition, it is necessary to take into account that accounts receivable are a
strategy to increase sales. In cases of competition, companies must have flexibility in granting credit. On
the other hand, these companies must take into account several aspects when granting credit, including the
customer’s reputation, credit standing, and market conditions. Therefore, all of these procedures and tools
contribute to increasing the value of accounts receivable and speed up the collection process, and this is
what supports maximizing returns. And then achieve financial freedom.

4. Researchers recommend that future efforts should be directed towards further study and investigation of
financial freedom to determine indicators other than those adopted in the current study to measure financial
freedom and try to apply them in other sectors at the corporate level (communications, agriculture,
investment, tourism), and at the individual level to determine if they cover the most important tools and
procedures that contribute to access to financial freedom, so financial freedom remains a goal that everyone
seeks to achieve in order to achieve long-term prosperity.
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