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Abstract 

The aim and objective of this research are 

to study the inventory management 

techniques of Automobile and their impact 

on the company. It is applying analytical 

tools and techniques on the financial 

information of the company for a period of 

five years, from 2021 to 2025. It is using 

various tools and techniques, such as Trend 

Analysis, Common Size Statements, 

Economic Order Quantity, Working 

Capital Cycle, and DuPont Analysis, etc. 

The research found significant growth in 

sales, profitability, and liquidity, and 

efficient inventory management. The 

inventory conversion period of the 

company has also improved significantly. It 

shows the efficient utilization of resources. 

It also proves the point that inventory 

management plays an important part in 

reducing costs, customer satisfaction, and 

profitability. It also recommends the use of 

advanced technology like ERP and AI in 

inventory management for better decision-

making and controlling the business. 
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Introduction 

Inventory management is an extremely vital 

aspect in the profitability, efficiency, and 

sustainability of manufacturing 

organizations. The basic purpose of 

inventory management in any manufacturing 

organization is to ensure that a specific 

amount of inventory, i.e., raw materials, 

products, etc., is made available to the 

organization at the most appropriate time to 

support the production process in the 

organization.The availability of an 

appropriate quantity of inventory is critical to 

the manufacturing organization, as excess 

inventory would result in capital blockage, 

whereas insufficient inventory might cause 

disturbances in the production process, 
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which might affect the organization’s 

goodwill. Hence, inventory management is 

not just an operational activity, but its 

effective implementation has a critical 

influence on the competitiveness of an 

organization. 

 

 

In the automobile manufacturing industry, 

where the manufacturing process is highly 

intricate, inventory management becomes a 

critical function. Automobile manufacturing 

organizations require a constant flow of 

inventory from various suppliers located 

globally. If any problem or hindrance occurs 

in the smooth flow of inventory, the 

production process might come to a halt, 

which might cause a loss to the organization. 

Therefore, inventory management is required 

to support the production process. 

 

Poor inventory control, on the other hand, can 

have a number of cascading effects. For 

example, excess inventory can tie up working 

capital that could have been used for 

innovative strategies or expanding the 

business. Excess inventory can also increase 

costs for storing inventory and for 

depreciation, particularly for industries with 

high technological changes, as is the 

automobile industry. Conversely, poor 

inventory control can lead to production 

delays, missed deadlines, and ultimately 

customer dissatisfaction. All of these have a 

negative effect on profitability. Therefore, it 

is evident that inventory control is a 

significant link between performance and 

profitability. 

This study aims to investigate the influence of 

inventory control on both financial and 

operational performance for automobile 

manufacturing industries. The study will focus 

on a five-year period and will provide a 

significant insight into how inventory control can 

sustain profitability and customer satisfaction. 

The study is expected to provide significant 

insights into how traditional inventory control 

approaches compare with modern technology-

driven approaches  

Background Of The Study: 
 

Inventory management is an important 

aspect of a successful business strategy in 

any industry within the manufacturing 

sector. The concept of inventory 

management is defined as a systematic 

planning, controlling, and monitoring 

approach to ensure a smooth production 

process with minimum costs. The automobile 

industry is a highly competitive industry 

where production is a complex process. The 

automobile industry is a capital-intensive 

industry. The automobile industry is a global 

industry where production is a global 

process. The automobile industry involves 
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sourcing materials from different vendors. 

The production process is a global process 

where inventory management is an important 

aspect. Any imbalance in inventory levels 

can create a negative impact on customer 

satisfaction. 

 

Manufacturing industries traditionally used 

various inventory control approaches, 

including Economic Order Quantity and 

Working Capital Analysis. With the advent 

of new technologies and innovations in 

decision-making, modern inventory control 

approaches have adopted new technologies 

including Enterprise Resource Planning and 

Artificial Intelligence. 

 

The automobile industry, in particular, has 

its own challenges because of the just-in-

time production system and the high 

variability of demand. Moreover, the 

industry has to keep on innovating in order 

to keep pace with the changing 

environment. Therefore, the management of 

inventories is not only required to keep the 

production process going but is also 

important in maintaining the stability of the 

business in terms of finances and 

profitability. It has been observed that over 

the years, organizations have come to 

realize that the management of inventories 

is a key factor in the efficient management 

of the business as well as its profitability. 

 
This research is a further extension of the 

aforementioned context in the sense that the 

research aims at understanding the inventory 

management practices of an automobile 

manufacturing company over a period of five 

years from 2021 to 2025. The analytical tools 

used in the research would include trend 

analysis, common size statement analysis, 

EOQ model, working capital cycle, and Du 

Pont analysis in order to determine the effect of 

the company's inventory management practices 

on its sales growth, profitability, liquidity, and 

overall resource utilization 

Objectives of the Study: 

Primary Objective: 

• To study the inventory management 

practices in Automobile industry. 

Secondary Objectives: 

• To determine the financial position of 

the company. 

• To examine inventory movement and 

optimization. 

• To identify measures for improving 

inventory control efficiency. 

Review of Literature: 

Silver, E. A. (2023). “Operations research 

in inventory management” The objectives 

of inventory management, including the 

relevant related costs, are examined in this 

paper. 
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Mauldin, M. (2024). “Foundations of 

inventory management”. Inventory 

management can have a huge effect on the 

financial performance of your practice. 

This session will review common inventory 

terms and techniques to help you better 

manage your practice's inventory and 

improve your bottom line. 

Bonney, M. C. (2023). “Trends in 

inventory management” Modern 

inventory management emphasizes global 

sourcing, logistics integration, and digital 

tools like barcoding and electronic data 

exchange. 

Williams, B. D., & Tokar, T. (2021). “A 

review of inventory management research in 

major logistics journals” The purpose of this 

paper is to provide a review of inventory 

management articles published in major 

logistics outlets, identify themes from the 

literature and provide future direction for 

inventory management research to be 

published in logistics journals. 

Koumanakos, D. P. (2022). “The effect of 

inventory management on firm performance. 

International journal of productivity and 

performance management” Lean management is 

getting more and more attention in today's highly 

competitive environment. In this context, the aim 

of this study is to test the hypothesis that 

efficient (lean) inventory management leads to 

an improvement in a firm's financial 

performance  

Conceptual Framework 

The conceptual framework shows how 

tools like Economic Order Quantity, 

Common Size Balance Sheet, Trend 

Analysis, DuPont Analysis, and Working 

Capital Cycle Analysis support effective 

Inventory Valuation Techniques. These 

techniques help in achieving better 

Inventory Control and Cost Control, 

ensuring efficient resource use, reduced 

costs, and improved financial performance. 

Research Methodology 

The study on Inventory Control 

Management at Automobile industry uses 

an analytical research design based on five 

years of financial data (2021–2025). It 

relies on secondary data from annual 

reports and financial statements, analyzed 

using tools like ratio analysis, trend 

analysis, EOQ, working capital cycle, and 

DuPont analysis. This approach helps 

evaluate inventory efficiency, identify 

improvement areas, and link inventory 
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control with overall financial performance. 

Tools For Analysis Trend Analysis 

Trend Analysis is a financial technique 

used to study the movement or pattern of 

financial data over a specific period of time. 

It helps identify whether a company’s 

performance is improving, declining, or 

remaining stable by comparing figures such 

as sales, profits, expenses, or inventory 

levels across multiple years. In this method, 

one year is taken as the base year, and the 

values of subsequent years are expressed as 

a percentage of the base year, making it 

easy to observe growth or decline trends. 

Dupont Analysis 

DuPont Analysis is a financial performance 

evaluation method that breaks down a 

company’s Return on Equity (ROE) into three 

key components Net Profit Margin, Asset 

Turnover, and Equity Multiplier. This analysis 

helps identify the specific factors driving a 

company’s profitability and overall financial 

performance. The formula used is 

 

Data Analysis And Interpretation 

Trend Analysis 

Table 4.1.1 Table Shows The Growth 

And Performance Trend Over 5 Years 

 

 

Chart 4.0.1 Chart Showing Trend Summary 

 

Interpretation 

Over the five-year period, sales at the 

company rose consistently from ₹1,00,000 

lakhs to ₹1,33,294 lakhs, reflecting a strong 

33% growth. Gross profit also improved by 

₹9,988 lakhs, indicating effective pricing 

strategies and better cost management. 

Inventory levels remained steady at around 

₹11,000 lakhs, demonstrating efficient stock 

control and alignment with production and 

demand. Additionally, working capital showed 

a steady increase, signifying strong liquidity 

and sound financial health. Overall, the trend 

highlights consistent business expansion 

supported by well- managed inventory and 

financial stability 

2. Dupont Analysis: 

Break down Return on Equity (ROE) into 3 

components: 
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Chart Showing Reo Components 

 

 

Interpretation: 
The DuPont Analysis of Delphi–TVS from 

2021 to 2025 shows a steady improvement in 

Return on Equity (ROE) from 8.30% to 

13.20%, reflecting enhanced profitability and 

financial efficiency. The Net Profit Margin 

increased from 5% to 6.10%, indicating better 

cost control and profit generation. Asset 

Turnover rose from 1.1 to 1.2, showing 

improved utilization of assets to generate 

revenue. Additionally, the Equity Multiplier 

increased from 1.5 to 1.8, suggesting a 

moderate rise in financial leverage to support 

growth 

Summary Of Findings 

• Working capital improved year by 

year, confirming that current assets 

and liabilities are balanced efficiently 

to maintain smooth day-to-day 

operations. 

• The net profit margin increased 

steadily, driven by improved cost 

control, production efficiency, and 

proper inventory planning. 

• Implement Just-in-Time (JIT) 

Practices: Gradual adoption of JIT 

inventory systems can reduce storage 

costs and improve cash flow. 

Requires close coordination between 

production and procurement 

departments. 

 

Conclusion: 

The study on Inventory Control Management at 

Automobiles highlights that efficient inventory 

practices have strengthened both financial and 

operational performance. From 2021–2025, the 

company achieved steady growth in sales, 

profitability, and liquidity through optimal 

ordering, timely replenishment, and effective 

working capital management. The rise in EOQ 

and reduction in the cash conversion cycle 

reflect improved efficiency and demand 

alignment. Strong asset utilization and higher 

ROE show that inventory control drives 

profitability 
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