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Abstract: 

This study examines the impact of inventory management on the financial performance of 

Toyota Motor Corporation during the period 2021–2025. Effective inventory management is essential 

for improving operational efficiency, reducing costs, and enhancing profitability in the automotive 

industry. The study analyzes key indicators such as inventory turnover ratio, inventory holding period, 

profitability ratios, liquidity ratios, and working capital efficiency using secondary data collected from 

annual reports and financial statements. Statistical tools including correlation, regression, and chi-

square analysis were used to evaluate the relationship between inventory management and financial 

performance. The findings reveal that improved inventory efficiency positively influences profitability, 

liquidity, and overall financial stability. The study concludes that effective inventory management is a 

key contributor to Toyota’s financial success and competitive advantage. 

Keywords: Inventory Management, Inventory Turnover Ratio, Financial Performance, Profitability, 

Liquidity, Toyota Motor Corporation. 

Introduction: 

Inventory management is one of the most important aspects of operational management in 

manufacturing organizations. In the automotive industry, efficient inventory control ensures the smooth 

flow of raw materials, work-in-progress goods, and finished products while minimizing storage and 

holding costs. Toyota Motor Corporation, one of the world's leading automobile manufacturers, is 

widely recognized for its efficient production and inventory management systems. Toyota's Just-in-

Time (JIT) inventory approach focuses on reducing excess inventory, minimizing waste, and improving 

operational efficiency. Effective inventory management helps Toyota optimize production schedules, 

meet customer demand promptly, and improve profitability. As inventory represents a significant 

portion of a company’s current assets, its efficient utilization directly affects liquidity, working capital 

management, and financial performance. This study examines the relationship between inventory 

management practices and Toyota's financial performance by analyzing inventory turnover, inventory 

holding period, profitability ratios, liquidity measures, and working capital efficiency over five financial 

years from 2021 to 2025. 
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Review of Literature: 

Rachman Saleh (2025) 

Rachman Saleh (2025) examined the relationship between inventory management, working 

capital efficiency, and profitability. The study found that firms using structured inventory systems and 

integrating them with financial planning achieve better liquidity and higher profitability. It highlighted 

that optimized inventory improves cash flow, reduces capital blockage, and enhances financial 

performance. The study concluded that efficient inventory management is a key factor in improving 

financial stability and competitive advantage, especially in manufacturing firms 

Mounir Bellari (2025) 

Mounir Bellari (2025) studied inventory optimization techniques and their effect on business 

performance. The research found that AI-based forecasting and real-time inventory tracking help 

reduce stock imbalances, lower holding costs, and improve liquidity. It also highlighted that integrating 

inventory and supply chain systems enhances operational efficiency. The study concluded that modern 

inventory management systems are essential for improving both operational and financial performance. 

Jagjeevan Kanoujiya (2025) 

Jagjeevan Kanoujiya (2025) analyzed inventory management practices and their effect on 

financial stability and profitability. The study found that firms with strict inventory control systems 

achieve better return on assets and improved cost efficiency. It highlighted that inventory carrying costs 

significantly influence overall financial performance. The research also showed that integration of 

inventory planning with supply chain management improves operational coordination. It emphasized 

that poor inventory control leads to stockouts, production delays, and financial losses. The study further 

noted that efficient inventory systems reduce wastage and improve asset utilization. It concluded that 

disciplined inventory management is essential for sustainable business performance. 

Agnus Baby (2024) 

Agnus Baby (2024) conducted a systematic review on operational efficiency and profitability. 

The study found that effective inventory management, supported by digital systems, automation, and 

ERP tools, improves inventory accuracy, reduces wastage, and enhances decision-making. It concluded 

that technological advancements in inventory control help reduce costs and increase profitability. 

Prasanna Lakmal Kavirathna (2022) 

Prasanna Lakmal Kavirathna (2022) used correlation and regression analysis to examine the 

link between inventory efficiency and profitability. The study found that effective inventory 

management improves financial performance, liquidity, and operational efficiency while reducing costs. 

It also emphasized the importance of demand forecasting and concluded that data-driven inventory 

control leads to better business outcomes. 

 Rodrigo W. L. M. P. U (2020) 

Rodrigo W. L. M. P. U (2020) examined the impact of inventory management on financial 

performance in manufacturing firms. The study found that efficient inventory systems reduce 

operational risks and improve profitability. It highlighted that proper stock planning minimizes both 

overstocking and stockouts. The research also showed that better inventory control improves cash flow 

management. It emphasized the importance of balancing demand and supply in production systems. 

The study concluded that firms with effective inventory practices achieve better financial stability and 

operational performance. 

Abdillah Arif Nasution (2020) 

Abdillah Arif Nasution (2020) examined the relationship between inventory turnover and 

profitability and found mixed results. The study showed that higher inventory turnover does not always 

lead to greater profitability, as the impact varies across industries and market conditions. It emphasized 

the importance of considering contextual factors when evaluating inventory efficiency. The research 
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also highlighted that external economic conditions can significantly influence inventory outcomes. It 

concluded that the relationship between inventory management and profitability is not universally 

consistent. 

Research Gap: 

Most previous studies have focused on inventory management in general manufacturing firms. 

Limited research specifically examines Toyota Motor Corporation using recent financial data and 

combines inventory efficiency, profitability, liquidity, and working capital analysis in a single study. 

Additionally, many studies rely mainly on descriptive analysis, whereas this study incorporates 

correlation, regression, and chi-square techniques to establish a stronger empirical relationship 

between inventory management and financial performance.  

Need of the Study: 

The study is needed to understand how inventory management influences key financial 

aspects such as working capital efficiency, cost control, and overall financial performance. In 

manufacturing companies like Toyota, inventory decisions directly affect liquidity, profitability, and 

operational stability, making it important to assess how effectively inventory is managed in practice. It 

also aims to evaluate the efficiency of inventory control systems and their role in minimizing costs while 

improving financial outcomes. By analyzing these relationships, the study provides useful insights into 

how inventory practices contribute to better financial decision-making and organizational performance. 

Statement of the Problem: 

Inventory management plays a vital role in manufacturing firms, particularly in the automotive 

industry, as it directly influences operational efficiency and financial performance. Maintaining optimal 

inventory levels is essential because excess stock increases costs, while shortages can disrupt 

production and affect customer satisfaction. Although practices such as Just-in-Time (JIT) and lean 

manufacturing improve efficiency, their financial impact may vary under different business conditions. 

Since limited empirical studies have examined the link between inventory management and financial 

performance in companies like Toyota, there is a need for further analysis to support informed decision-

making. 

Objectives of the Study: 

1. To study the impact of inventory management on working capital efficiency. 

2. To analyze the impact of inventory management practices on the financial performance of Toyota 

Motor Corporation. 

3. To evaluate the efficiency of inventory control systems in minimizing costs. 

Scope of the Study: 

This study focuses on analyzing the impact of inventory management on the financial 

performance of Toyota Motor Corporation. The research is confined to this company, as it is a globally 

recognized automobile manufacturer known for its efficient production and inventory systems. The 

time period of the study covers five financial years from 2021 to 2025. This duration helps in 

understanding recent trends, especially in the post-pandemic period, and allows for a consistent 

evaluation of inventory management practices and their outcomes. The study primarily concentrates on 

key functional areas such as inventory management, working capital efficiency, cost reduction, revenue 

growth, and overall financial performance. It examines how inventory control contributes to operational 

efficiency and profitability. 

Limitations of the Study: 

This study is limited to Toyota Motor Corporation, so the findings may not apply to all companies or 

industries. It is based only on secondary data from annual reports and financial statements, and its 

accuracy depends on the reliability of these sources. The study covers a five-year period (2021–2025), 

which may not reflect long-term trends. It also focuses mainly on inventory and financial ratios, while 
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qualitative factors such as management policies, market conditions, and technological changes are not 

considered. In addition, the study does not include primary data from company officials or employees. 

External factors such as economic conditions, government policies, and global supply chain disruptions 

are also beyond the scope of the study. 

Research Design: 

The present study is based on a Descriptive Research Design. The study aims to analyze the impact of 

inventory management on the financial performance of Toyota Motor Corporation. It examines 

inventory efficiency, profitability, liquidity, and working capital management using financial ratios and 

statistical techniques. 

Data Collection Methods: 

Secondary Data: 

The secondary data required for the study were collected from: 

• Annual Reports of Toyota Motor Corporation  

• Financial Statements of Toyota Motors  

• Official Website of Toyota Motors  

• Financial Databases and Industry Reports  

Data Analysis and Interpretation: 

Analysis According to Inventory Turnover Ratio 
 

Year Inventory Turnover 

2021 7.05% 

2022 7.23% 

2023 7.21% 

2024 7.58% 

2025 7.72% 

 

 

 

Interpretation: The Inventory Turnover Ratio increased from 7.05 times in 2021 to 7.72 times in 2025, 

showing improved inventory management efficiency. Toyota was able to sell and replace its inventory 

more quickly, reducing holding costs and enhancing operational performance. 

Analysis According to Inventory Holding Period 

Year IHP  (Days) 

2020 53.1 

2021 51.8 

2022 50.49 

2023 50.6 

2024 48.13 
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Interpretation: The Inventory Holding Period decreased from 53.10 days in 2021 to 48.13 days in 

2025. This shows that Toyota Motors reduced the average time inventory remained in storage. Efficient 

inventory control helped the company improve stock movement and reduce holding costs.  

Analysis According to Net Profit Ratio 

Year NPR 

2021 8.25% 

2022 9.08% 

2023 6.60% 

2024 10.97% 

2025 9.92% 
 

 

 

 

Interpretation: The Net Profit Ratio increased from 8.25% in 2021 to 9.92% in 2025. Although 

profitability declined in 2023, Toyota recovered strongly in 2024 and maintained a high profit margin in 

2025. This indicates overall improvement in profitability and financial performance.  

 

Analysis According to Operating Profit Ratio 

Year OPR 

2021 8.08% 

2022 9.55% 

2023 7.33% 

2024 11.87% 

2025 9.96% 
 

 

 

 

Interpretation: The Operating Profit Ratio reached its highest level of 11.87% in 2024. The ratio 

indicates that Toyota improved its operational efficiency and controlled production and administrative 

expenses effectively.  

 

 

 

 

 

 

 

0.00%

2.00%

4.00%

6.00%

8.00%

10.00%

12.00%

2021 2022 2023 2024 2025
N

P
R

 (
%

)

years

Net Profit ratio (%)

Net Profit ratio
(%)

8.08%9.55%
7.33%

11.87%9.96%

0.00%

10.00%

20.00%

2021 2022 2023 2024 2025

O
P

R
(%

)

YEAR

Operating profit ratio

Operating Profit

Ratio

https://ijsmt.org/
mailto:editor@ijsmt.org


International Journal of Science, Strategic Management and Technology 
Volume 02 Issue 06 June-2026 | ISSN: 3108-1762 (Online) | Impact Factor: 3.8 

An International, Peer-Reviewed, Open Access Scholarly Journal Indexed in recognized academic databases 

 
© Author(s). This work is peer-reviewed, openly published, and permanently archived 
This article is openly accessible and reusable with proper attribution.     
https://ijsmt.org/ , Email: editor@ijsmt.org                                                                                                                                                                                                 6 

Analysis According to Return on Assets (ROA) 

 

 

Year ROA 

2021 3.61% 

2022 4.21% 

2023 3.30% 

2024 5.49% 

2025 5.09% 

 

 

 

Interpretation: ROA improved from 3.61% in 2021 to 5.09% in 2025. This indicates that Toyota 

utilized its assets more efficiently to generate profits. Higher asset utilization reflects better financial 

performance.  

 

Analysis According to Return on Equity (ROE) 

Year ROE (%) 

2021 9.59% 

2022 10.86% 

2023 8.65% 

2024 14.45% 

2025 13.26% 
 

 

 

 

Interpretation: ROE increased from 9.59% to 13.26% during the study period. The improvement 

indicates that Toyota generated higher returns for shareholders through effective utilization of equity 

capital.  

Statistical Tool Analysis (Correlation): 

Hypothesis H1: Inventory Turnover Ratio and ROA 

H₀: There is no significant relationship between Inventory Turnover Ratio and ROA. 

H₁: There is a significant relationship between Inventory Turnover Ratio and ROA. 

Statistical Parameter Value 

Correlation Coefficient (r) 0.878 
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Interpretation: The correlation coefficient value of 0.878 indicates a strong positive relationship 

between Inventory Turnover Ratio and ROA. Therefore, efficient inventory management positively 

influences the profitability of Toyota Motors.  

Statistical Tool Analysis (Chi-Square Test) 

Hypothesis H2: Inventory Management and Financial Performance 

H₀: There is no significant relationship between inventory management and financial performance. 

H₁: There is a significant relationship between inventory management and financial performance. 

 

Statistical Parameter Value 

Chi-Square 

Calculated Value 
5.69 

Table Value 3.84 

Degree of Freedom 1 

Decision Reject H₀ 

Interpretation: Since the calculated value (5.69) is greater than the table value (3.84), the null 

hypothesis is rejected. Therefore, inventory management has a significant impact on the financial 

performance of Toyota Motors.  

Findings: 

⚫ The inventory turnover ratio of Toyota showed a steady improvement from 7.05 times in 2021 to 

7.72 times in 2025, indicating better inventory efficiency.  

⚫ The inventory holding period decreased from 53.1 days to 48.13 days, showing faster movement 

of stock and improved inventory control.  

⚫ Overall profitability improved during the study period, with the net profit ratio increasing from 

8.25% to 9.92%, despite some fluctuations.  

⚫ The operating profit ratio reached its highest level in 2024 at 11.87%, indicating strong 

operational performance during that year.  

⚫ Return on Assets (ROA) increased from 3.61% to 5.09%, showing improved efficiency in the use of 

total assets.  

Conclusion: 

The study on “Inventory Management and Its Influence on Financial Performance of Toyota 

Motors” concludes that effective inventory management has a positive impact on the company's 

financial performance. The improvement in inventory turnover ratio and reduction in inventory holding 

period indicate better inventory control and faster stock movement. Financial indicators such as Net 

Profit Ratio, Operating Profit Ratio, Return on Assets (ROA), and Return on Equity (ROE) also showed 

overall improvement during the study period. Statistical analysis further confirmed a strong and 

significant relationship between inventory management and financial performance. Therefore, efficient 

inventory management contributes to higher profitability, improved asset utilization, and better 

operational efficiency. Overall, the study highlights that strong inventory management practices are 

essential for sustaining financial growth and maintaining a competitive advantage. 
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