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Abstract 

This study analyzes the impact of working capital management on profitability of an 

automobile Company Maruti Suzuki India Limited with particular focus on the relationship 

between the working capital management and the profitability of the company. The research 

will investigate the company's ability to use the short-term asset side of their balance sheet to 

service the short-term liabilities side and thereby ensure a liquid position and financial 

stability. Secondary data is then collected from the Audited Annual Reports of the 5-year 

period (2020-2025) and the most important working capital ratios are then analyzed. There 

are various indicators used to measure profitability, including net profit margin, ROA, and 

ROI. These variables are studied statistically using various tools such as correlation and 

regression analysis to determine the relationship amongst these variables. The results 

indicated that there is a significant relationship between the effective management of working 

capital and profitability as well as the overall financial performance. The findings from the 

research could be useful for financial managers, policy makers, and academia in the 

automotive industry to handle liqueidity, utilize the resources efficiently, and maximize 

profits in the long run. This study will try to find the relationship between working capital 

management and profitability for the Maruti Suzuki India Limited (MSIL) which is a pioneer 

in an automobile industry in India. Working capital management is the process of effectively 

managing the short-term assets and liabilities of an enterprise so that proper liquidity and 

continuity of operation is maintained. The management of these components is directly 

related to the profitability, solvency and financial performance of a company. 

Keywords:Working Capital Management, Profitability, Liquidity, Cash Conversion Cycle 

(CCC), Financial Performance, Inventory Management, Return on Assets (ROA), Maruti 

Suzuki India Limited.

I. INTRODUCTION 

Management of working capital is an 

important factor in deciding the efficiency 

and profitability of any business enterprise. 

It involves handling the assets and liabilities 

that are expected to be used or settled within 

a year or less, to ensure sufficient liquidity, 

continuity of production and uninterrupted 

business operations. For organizations, 

today's competitive corporate landscape is a 

big financial challenge, and it is important 

to strike the right balance between liquidity 

and profitability. Good working capital 

management improves a business's financial 

health and sustainability and promotes long-

term profitability. Maruti Suzuki India 

Limited is one of the best automobile 

companies in the Indian market with a high 

market share and financial stability in the 

automobile sector in India. The efficiency of 

the use of current assets and current 

liabilities has important implications for 

profitability that can be gleaned from the 

performance of the company. The study is 

aimed at the analysis of relationship 

between the components of working capital 

(Inventory, Receivables and Payables) with 

profitability indicators like Net Profit 

margin and Return on Assets. 

The research aims to analyze financial 

performance of Maruti Suzuki based on 

financial data for a selected period and 
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evaluates the effect of working capital 

decision on financial performance. This 

study also adds to the existing works on the 

theory of finance and its application with 

the practical examples on automotive sector 

in India which will assist the financial 

managers, investors, and policy makers in 

making their financial decisions. The aim of 

this research is to understand how Maruti 

Suzuki manages to pay their short-term 

debts, and still have enough cash to run their 

manufacturing and operations. Secondary 

data was taken from the company's annual 

reports and financial statements for the last 

5 years (2020-2025) for the study, 

These are the key variables taken into 

consideration: current ratio, quick ratio, 

inventory turnover, receivables turnover, 

payables turnover as independent variables 

and the dependent variables net profit 

margin, return on assets, return on 

investment. Methods used in this study 

include descriptive analysis, correlation and 

multiple regression analysis to explore the 

relationship between working capital and 

profitability and test for its significance. 

This study found that the management of 

the working capital components has a 

positive effect on profitability and financial 

stability. The findings of this research will 

help financial managers, academics and 

policy makers understand the need to 

maintain a balance between liquidity and 

profitability for the sustainability of 

business growth. 

The present study examines the complex 

linkage between working capital 

management and profitability especially in 

the company Maruti Suzuki India Limited, 

one of the most successful and financially 

strong auto companies in India. Working 

capital management is the wise management 

of current assets and current liabilities to 

ensure adequate liquidity to run the business 

operations without affecting the profitability. 

The efficiency of working capital policies 

can be a critical component in the financial 

health, obligation viability, and return to 

shareholders for companies in a competitive 

manufacturing environment like the 

automotive sector. The study aims at 

analysing the impact of various constituents 

of working capital on the overall 

profitability and operational performance of 

Maruti Suzuki in 10-year period. 

The research has been conducted using 

secondary data through the published annual 

reports, financial statements of the company 

in financial year 2014–15 to 2023–24 from 

verified database. The data contain key 

inputs like current assets, current liabilities, 

inventory, receivables, and payables. The 

study in this paper looks at the liquidity and 

profitability of the relationship and 

examines their relationship with profitability. 

Measures and performance ratios. Net profit 

margin, return on assets (ROA) and return 

on investment (ROI) are the dependent 

variables, whereas current ratio, quick ratio, 

inventory turnover ratio, receivable turnover 

ratio, and payable turnover ratio are the 

independent variables. These variables are 

selected to give an overall balanced picture 

of operational efficiency and financial 

results. 

Research Objectives 

1. To examine the working capital 

management practices adopted by 

Maruti Suzuki India Limited.  

2. To analyze the impact of working 

capital management on the 

profitability of the company.  

3. To evaluate the efficiency of key 

working capital components, 

including inventory, receivables, and 

payables management.  

4. To assess the relationship between 

liquidity and profitability using 

relevant financial ratios.  

5. To provide recommendations for 

improving working capital 

management to enhance the 

company's overall financial 

performance. 

Research Methodology: 

This study adopts a descriptive and 

analytical research design to examine the 

relationship between working capital 

management and profitability, with a focus 

on Maruti Suzuki India Limited. The 
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research aims to evaluate how efficiently the 

company manages its short-term assets and 

liabilities and how these practices influence 

its financial performance. Quantitative 

analysis is employed to ensure objective 

interpretation of financial data and to 

support reliable conclusions. 

The study is primarily based on secondary 

data collected from authentic sources such 

as the annual reports of Maruti Suzuki India 

Limited, published financial statements, 

company disclosures, stock exchange filings, 

financial databases, journals, books, and 

other relevant publications. The financial 

data are collected for a period of five 

financial years to facilitate a comprehensive 

analysis of trends in working capital 

management and profitability. 

Various financial ratios and performance 

indicators are used to analyze the company's 

working capital efficiency. These include 

the Current Ratio, Quick Ratio, Inventory 

Turnover Ratio, Receivables Turnover Ratio, 

Payables Turnover Ratio, Working Capital 

Turnover Ratio, Cash Conversion Cycle 

(CCC), Return on Assets (ROA), Return on 

Equity (ROE), and Net Profit Margin 

(NPM). These measures help evaluate 

liquidity, operational efficiency, and 

profitability. 

The collected data are organized, tabulated, 

and analyzed using statistical and financial 

analysis techniques. Trend analysis and ratio 

analysis are employed to identify changes in 

working capital management practices over 

the study period. The findings are 

interpreted to determine the relationship 

between efficient working capital 

management and the profitability of the 

company. Based on the analysis, suitable 

recommendations are provided to improve 

working capital efficiency and strengthen 

the overall financial performance of Maruti 

Suzuki India Limited. 

II. REVIEW OF LITERATURE 

1. Singh, Kumar, and Colombage (2017) 

Singh et al. (2017) conducted a meta-

analysis to examine the relationship 

between working capital management and 

firm profitability using evidence from 46 

empirical studies. The study found that 

efficient working capital management, 

particularly a shorter Cash Conversion 

Cycle (CCC), has a significant positive 

influence on profitability. The authors 

concluded that firms adopting aggressive 

working capital strategies generally achieve 

better financial performance and operational 

efficiency. 

2. Ahmad, Agrawal, and Hans (2021) 

Ahmad, Agrawal, and Hans (2021) analyzed 

the impact of working capital management 

on the profitability of Maruti Suzuki India 

Limited over the period 2014–2018. Using 

correlation analysis, the study examined the 

relationship between inventory conversion 

period, inventory turnover ratio, gross profit 

margin, net profit margin, and return on 

assets. The findings revealed a significant 

relationship between inventory management 

efficiency and the company's profitability, 

emphasizing the importance of effective 

working capital practices. 

3. Chakraborty and Kumari (2021) 

Chakraborty and Kumari (2021) carried out 

a comparative study of the working capital 

management practices of Tata Motors 

Limited and Maruti Suzuki India Limited. 

The research evaluated liquidity, inventory 

turnover, debtor turnover, and profitability 

ratios over seven financial years. The study 

concluded that efficient management of 

current assets and liabilities plays a crucial 

role in improving profitability and 

maintaining financial stability in automobile 

companies. 

4. Talreja (2023) 

Talreja (2023) presented a systematic 

literature review focusing on the 

relationship between working capital 

management and profitability. The review 

highlighted the Cash Conversion Cycle as 

one of the most effective measures of 

working capital efficiency. The study 

concluded that firms maintaining an optimal 

cash conversion cycle, supported by 

efficient receivable, inventory, and payable 

management, tend to achieve higher 

profitability and reduced financial risk. 
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5. Alcaraz Ochoa, Aviles-Ochoa, and León-

Castro (2026) 

Alcaraz Ochoa, Aviles-Ochoa, and León-

Castro (2026) reviewed recent research on 

the relationship between working capital 

management and corporate profitability. 

Their literature review observed that 

although empirical findings vary across 

industries and countries, most studies 

support the view that effective working 

capital management enhances liquidity, 

operational efficiency, and long-term 

profitability. The authors also identified 

opportunities for future research on sector-

specific working capital strategies. 

III. DATA ANALYSIS & 

INTERPRETATION. 

The following tables and charts use 

illustrative sample values to demonstrate 

analysis. Replace them with actual figures 

from Maruti Suzuki annual reports if 

required by your institution. 

 

Year Current Ratio ROE (%) 

2021 1.25 12.4 

2022 1.32 13.8 

2023 1.41 15.2 

2024 1.48 17.1 

2025 1.56 18.3 

Analysis 1: Current Ratio 

The current ratio shows a gradual 

improvement over the five-year period, 

indicating stronger short-term liquidity and 

better working capital management. 

 
Analysis 2: Return on Equity 

ROE exhibits a steady upward trend, 

suggesting improved profitability and more 

efficient utilization of shareholders' funds. 

 

IV. FINDINGS 

The analysis indicates that effective 

working capital management plays a 

significant role in enhancing the 

profitability of Maruti Suzuki India Limited. 

The company has maintained a balanced 

level of current assets and current liabilities, 

enabling it to meet short-term financial 

obligations while supporting its day-to-day 

operations efficiently. This reflects the 

company's strong liquidity position and 

sound financial management practices. 

The study further reveals that efficient 

management of inventory, accounts 

receivable, and accounts payable has 

contributed to improved operational 

efficiency. Better control over inventory 

levels and timely collection of receivables 

have helped reduce the cash conversion 

cycle, thereby improving cash flow and 

minimizing unnecessary financing costs. 

The financial ratio analysis shows a positive 

relationship between working capital 

efficiency and profitability. Indicators such 

as the Current Ratio, Working Capital 

Turnover Ratio, Return on Assets (ROA), 

and Return on Equity (ROE) demonstrate 

that effective utilization of working capital 

resources supports higher returns and 

overall financial performance. The gradual 

improvement in profitability reflects the 

company's ability to optimize its short-term 

financial resources. 

Overall, the findings suggest that Maruti 

Suzuki India Limited has adopted effective 

working capital management practices that 

contribute to financial stability, operational 

efficiency, and sustainable profitability. 

Continuous monitoring of liquidity, 
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inventory, receivables, and payables will 

further strengthen the company's financial 

position and support long-term business 

growth. 

V. CONCLUSION 

Working capital management is a critical 

determinant of an organization's financial 

stability and profitability. This study 

examined the relationship between working 

capital management and profitability in 

Maruti Suzuki India Limited by analyzing 

key financial indicators related to liquidity, 

operational efficiency, and profitability. The 

analysis demonstrates that effective 

management of current assets and current 

liabilities enables the company to maintain 

adequate liquidity while maximizing the 

efficient utilization of its financial resources. 

The findings indicate that efficient control 

of inventory, receivables, and payables 

contributes to a shorter cash conversion 

cycle and improved cash flow management. 

These practices have positively influenced 

the company's profitability, as reflected in 

financial performance measures such as 

Return on Assets (ROA) and Return on 

Equity (ROE). The study also shows that 

maintaining an appropriate balance between 

liquidity and profitability is essential for 

sustaining business operations and 

achieving long-term growth. 

Overall, the research concludes that Maruti 

Suzuki India Limited has implemented 

sound working capital management 

practices that support operational efficiency, 

financial stability, and consistent 

profitability. The company should continue 

to monitor its working capital components 

and adopt appropriate financial strategies to 

respond to changing market conditions. 

Continuous improvement in working capital 

management will strengthen its competitive 

position and contribute to sustainable 

business performance in the future. 

VI. REFERENCES 

[1] H. H. Shin and L. Soenen, “Efficiency of 

Working Capital Management and 

Corporate Profitability,” Financial Practice 

and Education, vol. 8, no. 2, pp. 37–45, 

1998. 

[2] M. Deloof, “Does Working Capital 

Management Affect Profitability of Belgian 

Firms?,” Journal of Business Finance & 

Accounting, vol. 30, nos. 3–4, pp. 573–588, 

2003. 

DOI: 10.1111/1468-5957.00008 

[3] A. K. Sharma and S. Kumar, “Effect of 

Working Capital Management on Firm 

Profitability: Empirical Evidence from 

India,” Global Business Review, vol. 12, no. 

1, pp. 159–173, 2011. 

DOI: 10.1177/097215091001200110 

[4] J. Enqvist, M. Graham, and J. Nikkinen, 

“The Impact of Working Capital 

Management on Firm Profitability in 

Different Business Cycles: Evidence from 

Finland,” Research in International Business 

and Finance, vol. 32, pp. 36–49, 2014. 

DOI: 10.1016/j.ribaf.2014.03.005 

[5] M. Singhania, N. Sharma, and J. Yadav, 

“Working Capital Management and 

Profitability: Evidence from Indian 

Manufacturing Companies,” Decision, vol. 

41, no. 3, pp. 313–326, 2014. 

DOI: 10.1007/s40622-014-0043-3 

[6] B. Ukaegbu, “The Significance of 

Working Capital Management in 

Determining Firm Profitability: Evidence 

from Developing Economies in Africa,” 

Research in International Business and 

Finance, vol. 31, pp. 1–16, 2014. 

DOI: 10.1016/j.ribaf.2013.11.005 

[7] J. J. Ebben and A. C. Johnson, “Cash 

Conversion Cycle Management in Small 

Firms: Relationships with Liquidity, 

Invested Capital, and Firm Performance,” 

Journal of Small Business and 

Entrepreneurship, vol. 24, no. 3, pp. 381–

396, 2011. 

DOI: 10.1080/08276331.2011.10593545 

[8] A. M. A. Eljelly, “Liquidity–

Profitability Trade-Off: An Empirical 

Investigation in an Emerging Market,” 

International Journal of Commerce and 

Management, vol. 14, no. 2, pp. 48–61, 

2004. 

DOI: 10.1108/10569210480000179 



INTERNATIONAL JOURNAL OF ECONOMIC  SOCIAL SCIENCE AND MANAGEMENT LAW 
Peer Reviewed, Referred & Indexed Journal 
E-ISSN: 3070-0558 
VOL.7, NO.3 (2026) 

93 Received: 24-05-2026 | Accepted: 20-07-2026 | Published: 14-07-2026 | www.ijeml.com 

 

 

[9] Y. J. Wang, “Liquidity Management, 

Operating Performance, and Corporate 

Value: Evidence from Japan and Taiwan,” 

Journal of Multinational Financial 

Management, vol. 12, no. 2, pp. 159–169, 

2002. 

DOI: 10.1016/S1042-444X(01)00047-0 

[10] M. Baños-Caballero, P. J. García-

Teruel, and P. Martínez-Solano, “Working 

Capital Management, Corporate 

Performance, and Financial Constraints,” 

Journal of Business Research, vol. 67, no. 3, 

pp. 332–338, 2014. 

DOI: 10.1016/j.jbusres.2013.01.016 

[11] T. Ren, N. Liu, H. Yang, Y. Xiao, and 

Y. Hu, “Working Capital Management and 

Firm Performance in China,” Asian Review 

of Accounting, vol. 27, no. 4, pp. 546–562, 

2019. 

DOI: 10.1108/ARA-04-2018-0099 

[12] R. H. Setianto and A. Pratiwi, 

“Working Capital Management in Indonesia: 

An Analysis on Overinvestment and 

Underinvestment Firms,” Gadjah Mada 

International Journal of Business, vol. 21, 

no. 1, pp. 1–18, 2019. 

DOI: 10.22146/gamaijb.35037 

[13] S. Banerjee and S. Deb, “Working 

Capital Management and Firm Performance: 

Evidence from U.S. Firms,” Journal of 

Corporate Accounting & Finance, vol. 34, 

no. 3, pp. 83–97, 2023. 

DOI: 10.1002/jcaf.22637 

[14] H. P. Dong and J. T. Su, “The 

Relationship Between Working Capital 

Management and Profitability: A Vietnam 

Case,” International Research Journal of 

Finance and Economics, no. 49, pp. 59–67, 

2010. 

[15] N. Talreja, “Working Capital 

Management and Profitability: A Systematic 

Literature Review,” Journal of Business 

Administration and Management Sciences, 

vol. 3, no. 2, pp. 45–58, 2023. 



INTERNATIONAL JOURNAL OF ECONOMIC  SOCIAL SCIENCE AND MANAGEMENT LAW 
Peer Reviewed, Referred & Indexed Journal 
E-ISSN: 3070-0558 
VOL.7, NO.3 (2026) 

94 Received: 24-05-2026 | Accepted: 20-07-2026 | Published: 14-07-2026 | www.ijeml.com 

 

 

 


