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Abstract 
This study aims to investigate whether there is a significant relationship 

between inventory management and the profitability of enterprises operating in 

the manufacturing sector. The primary purpose of businesses is to maximize 

firm value. For this purpose, they want to determine the most accurate method 

to increase profitability by using their assets efficiently. The practical and 

efficient use of asset stocks with the least liquidity among current assets is 

thought to affect their profitability positively. The financial ratios of companies 

in the manufacturing sector traded on the BIST between 2019-2021 have been 

taken as data, and multiple regression analysis is used as the analysis method. 

The findings show a significant negative relationship between the stock/current 

assets ratio and profitability for all three years. A positive relationship is found 

with the 2019 net sales growth rate and a negative relationship with stock 

holding time. A positive and significant relationship is found between 

profitability and net sales rate for 2020. In summary, it can be said that 

businesses can increase their profitability by reducing their stocks. 
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Öz 
Bu çalışmanın amacı imalat sektöründe faaliyet gösteren işletmelerin stok 

yönetimi ile karlılıkları arasında anlamlı bir ilişki olup olmadığının 

araştırılmasıdır. İşletmelerin temel amacı firma değerini maksimize etmektir. 

Bu hedefler doğrultusunda varlıklarını verimli şekilde kullanmak ve böylece 

karlılıklarını artırmak için en doğru yöntemi belirlemek isterler. Dönen varlıklar 

arasında en az likiditeye sahip olan stokların etkin ve verimli kullanımının firma 

karlılığı üzerinde olumlu yönde etkisi olduğu düşünülmektedir. BİST'te işlem 

gören imalat sektöründe faaliyet gösteren şirketlerin 2019-2021 yılları 

arasındaki finansal oranları veri olarak alınmış ve analiz yöntemi olarak çoklu 

regresyon analizi kullanılmıştır. Elde edilen bulgularda, stok/dönen varlıklar 

oranı ile karlılık arasında her üç yıl için anlamlı bir negatif ilişki bulunurken, 

2019 net satış büyüme oranı ile pozitif, stokta bekleme süresi ile negatif bir 

ilişki bulunmuştur. 2020 yılı için karlılık ile net satış oranı arasında pozitif ve 

anlamlı bir ilişki bulunmuştur. Özetle işletmelerin stoklarını azaltarak 

karlılıklarını artırabilecekleri söylenebilir. 
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1. Introduction 

With the intense competition conditions, the primary purpose of the enterprises is to 

maximize the firm’s value. One critical sub-component of the value concept is maximizing the 

firm’s profit. Many factors affect profitability in businesses. These factors are much more 

significant in manufacturing enterprises. From the past to the present, the effective use of the 

assets of the enterprises can be expressed as an essential factor affecting profitability. Since the 

current assets of a business can be converted into cash more quickly in the short term, many 

studies have examined the relationship between profitability and current asset account groups. 

In the current asset structure, inventories are minor liquid assets, which can be an essential 

expense item that can increase the cost, especially for the manufacturing sector. In these respects, 

the current state of stocks and their weight in current assets have been the subject of many studies 

affecting profitability. Many institutions and methods meticulously examine inventory 

management in enterprises have begun to be applied to ensure maximum profit with minimum 

cost. 

There are many cost items related to stocks. These items consist of holding costs, holding 

costs in stock, ordering costs in order-operated businesses, production costs in self-manufacturing 

businesses, and fixed costs related to primary storage. The cost of holding and the cost of holding 

in stock appear as alternative costs to each other. In this respect, the balance between the two cost 

items is crucial because the problems caused by the lack of a product in stock cause customer 

losses, while on the other hand, having more than enough products in stock increases the 

transportation costs, that is, the costs of waiting in stock. 

The most commonly used profitability ratio in businesses is the return on assets. The return 

on assets shows how much profit a business generates using its assets. When assets are classified 

as current and noncurrent assets, it is seen that current asset items are mostly considered 

concerning profitability. When we say current asset items, according to the liquidity order, liquid 

assets, securities, trade receivables, and inventories items and the weights of these items within 

the group are also heavily evaluated in financial analysis. While excess stocks, which are the least 

liquid current assets in a business, may increase profitability in the short term and cause long-

term liquidity problems. From these perspectives, it can be said that an asset item should be at an 

optimum level. 

This study aims to examine whether there is a relationship between the stock levels of 

manufacturing enterprises and their profitability, and if there is, what level of this relationship is. 

Considering the limited number of studies that test the relationship between inventory 

management and firm profitability for the manufacturing sector, this study contributes to the 

previous literature by developing policy recommendations. For this purpose, in the first part, the 

concept of stock and the methods used in stock management; in the second part, the ratios to be 

used are introduced; and in the third part, the findings of the research part of the study are given.  

 

2. The Concept of Stock and Stock Management 

Meeting customer demands is of great importance for continuity and profit maximization. 

They must have the materials they will use in production and the final products. These materials 

that businesses hold are called stocks (Atmaca, 2020). 
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All organizations hold stocks, and stocks differ according to the structure and types of 

organizations. According to Turkish Accounting Standards (TAS), the concept of stock is “held 

for sale in the normal course of business, produced for sale or in the form of first materials and 

materials to be used in the production process or service delivery” (Kilavuz, 2009). Any material 

kept until needed is called “stock” (Zorlu, 2018). 

A. Ertuğrul & G. Arı, Examination of the Relationship between Stock Management and Profitability in 

Businesses: An Application on Borsa Istanbul Manufacturing Companies 

The concept of stock can sometimes appear as a concrete and abstract element (Kurtlu and 

Gobi, 2020). For example, stocks are tangible in a supermarket or a warehouse with finished 

products and can be defined very easily. However, when we think of the service sector, the 

concept of stock appears as an intangible element. The stock of the trainer working in the 

education sector is information, an abstract concept that is difficult to classify and evaluate. 

Although the concepts of stock and inventory are often used interchangeably, there are 

fundamental differences between them (Aydin, 2018). The concept of inventory is used to 

describe all the materials in stock. Every inventory item within the business is defined as business 

inventory, but not every inventory is defined as stock. The reason for this is that in addition to all 

stocks, all equipment within the enterprise is included in the inventory lists (Yildirim, 2009). 

 

2.1. Reasons for Keeping Stock in Business 

Businesses need to keep stock for several reasons. These reasons are tried to be explained 

below: 

Uncertainty factor: Unpredictability of demands in enterprises, possible worker problems, 

disruptions that may occur in production, delays in loading and transportation, extraordinary 

weather conditions, and all kinds of malfunctions that may occur in assembly machines. Due to 

the circumstances, the necessity of keeping stock in order not to disrupt the process in the 

enterprises arises (Ulker and Arslan, 2020). 

Adapting to changing market conditions: Business managers must take some measures to 

be prepared and cautious against the situational changes that may occur in market conditions 

(Kizilboga, 2013). For this purpose, businesses have to keep stocks in order not to experience any 

difficulties in the face of sudden fluctuations in the prices of the products they need. 

Desire to benefit from quantity discount: Suppliers often apply discounts to customers who 

purchase large quantities of products. Businesses that want to take advantage of this discount 

application can reduce the number of orders and ownership costs by increasing the number of 

orders. As a natural result of this situation, the number of stocks in the enterprise increased 

(Kizilboga, 2013). 

Firm Prestige: In case of stocks below a certain level in enterprises, customer losses may 

occur. In particular, the dissatisfaction of the customers, that is, the inability to respond to 

customer demands negatively affects the prestige of the companies. As a result, the profitability 

of the processing decreases. In order to avoid this situation, businesses keep a certain level of 

stock (Dadzie and Winston, 2007). 
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2.2. Inventory Costs  

One of the most critical objectives of enterprises is to minimize the costs of the stocks they 

hold while ensuring that the stock value is maximized (Jung et al., 2008). This issue has become 

even more critical for businesses, especially in recent years when competition is intense, because 

raw materials, semi-finished products, and finished goods stocks are among the essential cost 

items in businesses (Mutlu, 2015). For many years, businesses that have worked with high stocks 

do not experience any production disruption and meet customer demands on time. However, it is 

also supported by many studies that high stock amounts are an important factor that increases 

costs in businesses (Brennan and Copeland, 1988). Inventory costs in businesses are generally 

classified as follows in the literature: 

Purchasing Costs: The costs incurred for purchasing all kinds of raw materials, semi-

finished products and products ready for direct sale constitute the costs. Taxes, transportation 

costs, insurance, etc., incurred during the purchase of products are considered within the scope of 

purchasing costs (Abel et al., 2013). When it comes to benefiting from quantity discounts due to 

the increase in the order quantity, the purchasing costs decrease, but as a result, the holding cost 

increases. In this respect, the economic order quantity model, which will be briefly mentioned 

later, determines the optimum order quantities and tries to minimize the total costs in this way 

(Arrow et al., 1951). 

Ordering Costs: While some businesses can produce raw materials and semi-finished 

products themselves, some businesses procure products from their suppliers by ordering (Kazak, 

2016). For manufacturing enterprises, this cost can be expressed as preparation costs (Ulker and 

Iskender, 2005). In businesses, placing an order is a fixed cost, independent of the order quantity. 

From this point of view, when the number of orders placed at once increases, the number of orders 

decreases, and as a result, the ordering cost decreases. However, there is an increase in another 

cost item here. As the order quantity increases, there is an increase in the transportation cost, also 

known as the holding cost. When considering cost balance, it becomes clear that the order should 

be placed at the optimum level, ensuring the balance of the two expense items. 

Stock-Keeping (Transportation) Costs: The cost of keeping a unit of an item in stock for a 

certain period is called the holding cost (Wang et al., 2010). One of the highest costs we encounter 

here is the alternative cost. When every product waiting in stock is considered money tied to 

stock, the opportunity to use money in other rentable areas is missed (Park and Simpson, 2005). 

Apart from this, other costs encountered, such as storage, the cost of particular areas required for 

the transportation and storage of products, theft of inventory items, and tax expenses related to 

inventory items, are among the costs of holding. 

Stockout Cost: Stockout cost can be defined as the cost that occurs in the form of not 

meeting the current demand/demands, and that occurs in the time elapsed until it is supplied in 

the process (Kowalski, 1991). Stockout costs can be considered a decrease in revenues due to the 

loss of customer confidence and loss of customers. However, the numerical calculation of 

stockout costs is complicated and far from objective. Stockout situations result in customer losses 

and sales losses due to the inability to meet customer orders on time. On the other hand, in 

companies that produce themselves, the inability to meet the domestic demand on time causes the 

production process to be interrupted or stopped altogether, causing the production not to be made 

(Arreola‐Risa and Keblis, 2013). 
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3. Financial Analysis and Financial Ratios 

Businesses make financial analyses for many reasons. These reasons are explained by 

classifying them under headings. In this section, the ratios used to measure financial performance 

are examined. 

 

3.1. Reasons for Performing Financial Analysis 

Presenting a Report to the Management: Businesses perform financial analysis to see their 

place in the sector they operate and make plans for their future. Transactions use many ratios to 

see their profitability, whether they can use their assets effectively, leverage structure, and 

liquidity status. The ratios used are used to determine future provisions using past data, thus 

identifying and solving existing problems (Lee et al., 2009). For example, if the stock turnover 

rate of the enterprise is lower than other companies in the sector in previous years, solutions can 

be produced by changing the applied policies. The financial analysis made to present a report to 

the management of the enterprises can also be described as an internal analysis. Internal analysis 

can be defined as the analysis made by the people operating in the business (Arabaci and Cavdar, 

2009). 

For Investment Purpose: Investment analysis in enterprises can be expressed as an external 

analysis. External analysis is the analysis made by people or organizations outside the business 

to see the business’s financial status (Koseoglu, 2019). Investors who will invest in the business 

by purchasing stocks and/or corporate bonds or financing bills, mainly publicly traded businesses, 

subject the business to financial analysis. The points considered are the business’s growth 

potential, profitability, liquidity and indebtedness (Baydas, 2020). 

Credit Analysis: It can be defined as an external analysis made when businesses want to 

outsource (Altunkilic, 2019). Institutions that provide financing to enterprises subject said 

enterprises to detailed financial analysis to respond to the financing demand. In the credit analysis, 

which banks generally make, the financial leverage structures, interest coverage strength, liquidity 

status and operating efficiency ratios of the enterprises are examined in detail, and the loan 

demand is evaluated (Destereci, 2009). The purpose here is to examine whether the given debt 

can be paid on time with the help of data. 

 

3.2. Financial Ratios used in Inventory Management and Profitability Relationship 

Analysis 

There are many ratios used for financial analysis in businesses. These rates are; liquidity 

ratios, activity efficiency ratios, financial situation ratios, and profitability ratios grouped under 

four headings (Iskenderoglu et al., 2015). The ratios analyzed in this study are briefly explained, 

and the ratios not used in the analysis are not included. Profitability and operating efficiency ratios 

to be used in examining the relationship between inventory management and profitability are 

defined below. 

The profitability ratios used in businesses are grouped into two categories: the profitability 

ratios obtained from the balance sheet and the profitability ratios created using the income 

statement data. In this study, the profitability ratio obtained from one balance sheet is used 

according to the data obtained from the literature study. 
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Return on Assets (ROA): It is a crucial ratio defined as businesses using their current and 

fixed assets effectively and efficiently and turning them into profits. The return on assets ratio, 

which is calculated as Net Profit/Total Assets, has been used as a profitability criterion in many 

studies in the literature (Ertugrul Ayranci, 2019). 

The operational efficiency ratios used in businesses can be analyzed by calculating 

receivables turnover, inventory turnover, average activity period, and current asset turnover 

(Saldanli, 2012). Since the rates used in the study are for the effective use of stocks, the expansions 

and definitions of the rates to be used are explained below. 

Stock Turnover Rate: As mentioned before, effective and efficient use of stocks is critical 

in businesses. The inventory turnover ratio is calculated as the Cost of Goods Sold / Average 

Stocks (Ozolgun, 2017). The higher the stock turnover rate in the enterprises, the higher the 

meltdown of stocks and their conversion into cash. Businesses increase their opportunity costs 

due to the decrease in inventory turnover. The money tied to the inventory is thought to be high. 

Average Waiting Time in Stock: Waiting time works inversely with the stock turnover rate. 

The higher the inventory turnover rate, the lower the waiting inventory time is. When the waiting 

period in stock is evaluated as 365 days in a year, it is calculated as 365 / Stock Turnover Rate 

(Dincergok, 2019). The longer the products are kept in stock, the longer the cash conversion cycle 

increases, so the low rate indicates that it increases liquidity in the studies. 

Stocks / Current Assets Ratio: The assets with the lowest liquidity among current assets are 

stocks. A low or high ratio can be interpreted as both good and bad. If the ratio is high, it indicates 

that the business holds more stock than necessary, and as a result of this, the holding cost 

decreases. In contrast, a low ratio indicates that the holding (carrying) costs decrease by increasing 

the liquidity (Kiraci, 2009). 

Net Sales Increase Rate: In enterprises, net sales revenues are significant for profit 

maximization. In this respect, the increase in sales in the enterprises reduces the costs by reducing 

the stocks and thus increases the profitability (Saygili and Sahin, 2018). The higher the increase 

rate of the net sales of the enterprises, the less the weight of the stocks in the current assets is 

expected to decrease. 

 

3.3. Literature Review 

Richard and Parrish (1986) analyze the relationship between the stock turnover rates of the 

US companies registered in the Chamber of Pharmacists and the gross return on investments and 

profitability. They use correlation and regression methods as analysis methods in their studies. 

Using net profit as an indicator of profitability, the authors find a significant positive relationship 

between the gross return on investments and net profit. Their study finds that stock turnover and 

gross return rate significantly affect profitability. 

Shin and Soenen (1998) examine the relationship between profitability and net working 

capital in their study and for this, they study US businesses between 1975-1994. While their 

studies use operating profitability and asset profitability ratios, current, leverage, and sales growth 

rates are also used as working capital indicators. The authors use correlation analysis to analyze 

whether profitability increases with the improvement of net working capital. 
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In their study, Kinney and Wempe (2002) analyze the financial performance of 201 

businesses using the Full-Time Production System. Return on assets is taken into account as a 

financial performance measurement criterion. In their findings, it has been determined that the 

profitability of the enterprises using the full-time production system has increased. 

In the study, Deloof (2003) examines the relationship between working capital and 

profitability of companies operating in sectors other than the financial system in 1009 Belgium. 

The study aims to conclude whether the profitability of enterprises with good working capital is 

positively affected or not. Variables such as receivable collection period, average waiting time in 

stock, stock policy, and commercial debt payment period are used as data. As the profitability 

variable, the return on assets is evaluated. As a result of the findings, it is found that profitability 

increases with the decrease in the receivable collection period and the waiting times in the stock. 

Sayaduzzaman (2006) examines the relationship between working capital management and 

profitability by using the financial ratios of a Bangladesh business operating from 1999-2003. 

While using the variables, such as receivable turnover, stock turnover, receivable collection 

period, etc., to test the efficiency of working capital, he takes into account the return on assets, 

gross profit margin, and net profit margin ratios in order to determine profitability. He finds that 

stock turnover has a negative relationship with profitability, but this is not statistically significant. 

In their study, Truel and Martinez (2007) use the financial data of 1996-2002 of 8872 

companies operating on the Spanish Stock Exchange to analyze profitability, receivables 

turnover, inventory turnover, and leverage ratio. They analyze the relations of the ratios by using 

the regression analysis method. Their findings show that return on assets, leverage ratio, and 

growth significantly affect working capital. 

Koumanakos (2008) examines the relationship between stock management and operating 

profitability. The author takes the financial data of the manufacturing enterprises operating in 

Greece from 2000-2002 and uses regression analysis. As a result of the analysis, the author finds 

that the increase in stocks affects sales revenues negatively. As a result, he concludes that good 

stock management positively affects business performance. 

In his study, Kiraci (2009) uses the financial data of the companies operating in the 

manufacturing sector registered in the BIST for 2002-2006 and applied regression and correlation 

analyses as the analysis method. According to the results, he finds a positive relationship between 

stock turnover and asset profitability, and net profit rates. In contrast, a negative relationship 

between stock turnover and gross profit ratio is found. At the same time, he determines a negative 

relationship between the ratios of stocks to total assets and current assets and profitability ratios. 

Nobanee and Al Hajjar (2009) examine the relationship between working capital and 

profitability using the financial data of 2123 enterprises operating in Japan from 1990-2004. In 

their results, they found that profitability increases with the increase in the stock turnover and 

receivables turnover and the extension of the maturity of the debts. 

Gill et al. (2010) examine the relationship between working capital and profitability. They 

found that the gross profit margin decreases with the increase in the receivable collection period, 

and the profitability increases with the shortening of the cash conversion period. 

Alipour (2011) tests the relationship between working capital efficiency and profitability 

of 1063 enterprises traded on the Tehran Stock Exchange from 2001-2006 with regression and 

correlation analysis. As a result of his findings, although he finds a negative relationship between 
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stock turnover and profitability, he finds that the efficiency of working capital is an essential 

factor that increases profitability. 

Akbulut (2011) examines the relationship between working capital and operating profit. In 

this study, the manufacturing companies operating on Borsa İstanbul between 2000-2008 are 

taken as data. A negative relationship is found between the cash conversion cycle and the return 

on assets. 

Cakir and Kucukkaplan examine the relationship between working capital and profitability 

by using the financial ratios of 122 manufacturing enterprises traded in the BIST in 2012, for the 

years 2000-2009. The authors who preferred the panel regression method for analysis used many 

ratios. These rates are; the current ratio, acid test ratio, cash ratio, receivables turnover, asset 

turnover, and asset and equity profitability ratios. In the results obtained, they found that the acid 

test ratio, the liquidity ratio, the stock turnover ratio, and, the asset turnover ratio, the operating 

efficiency ratio, have a positive relationship with profitability. 

Agha (2014) tests the relationship between working capital and profitability of 

pharmaceutical companies traded on the Pakistan Stock Exchange between 1996 and 2011. He 

uses regression and correlation analysis to find a negative relationship between business 

profitability, receivables turnover, and stock turnover ratios. 

Enqvist et al. (2014) determine the relationship between profitability and working capital, 

and they conclude that there is a negative relationship between the variables of stock turnover, 

average receivables collection period, payment period of debts, and return on assets, and gross 

profit margin. 

Saglam and Karaca (2015) examine the relationship between working capital management 

and profitability using the financial data of 17 textile companies traded in BIST between 2000 

and 2012. Using stock turnover, asset turnover, cash ratio, acid test ratio, and current ratio as 

working capital data, the authors find that the variables that have a positive effect on profitability 

are stock turnover, asset turnover, receivables turnover, acid test ratio, and cash ratio. At the same 

time, the authors conclude that the increase in total debt negatively affects profitability. 

In his study, Ayub (2015) uses the data from 138 textile enterprises traded on the Karachi 

Stock Exchange from 1999-2007 and examines the relationship between working capital and 

profitability. The author, who used multiple regression analysis as an analysis method in his study, 

finds a significant positive relationship between net operating profit margin and gross working 

capital turnover. 

Yildiz and Akkoc try to determine the relationship between working capital and 

profitability by using the 2000-2013 financial ratios of 2312 observation data traded in BIST in 

2016. The neural fuzzy inference system method is used as the analysis method. Their findings 

conclude that there is no linear relationship between profitability and working capital. 

Aygun et al. (2018) examine the relationship between stock management and the financial 

performance of businesses by using the 2016 financial data of 249 businesses operating in 

different fields other than the financial sector traded in BIST. In the study, regression and 

correlation analysis are performed, and they conclude that the profitability decreased with the 

increase in the financial leverage ratio. However, there is a positive relationship between stocks 

and profitability. 
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In their study, Ulker and Arslan (2020) examine the relationship between stock 

management and profitability by using the data of 140 companies operating in the manufacturing 

sector in BIST for the years 2013-2018. Using correlation and regression as analysis methods, the 

authors conclude a positive relationship between stock turnover and return on assets and between 

return on equity and stock turnover. 

Kisakurek and Erdogan (2021) use the data of 101 companies in the manufacturing sector 

traded in BIST from 2005-2017. In their studies, the authors who wanted to determine the 

relationship between stock management and profitability used regression and correlation analysis. 

Considering the ratios they use, stock turnover ratio, stock to assets ratio, stock to net working 

capital ratio, net profit ratio, stock to current assets ratio, stock growth rates, and relative to 

profitability, gross profit margin, net profit margin, return on assets, return on equity rates are 

used. As a result of the study, they find that there is a negative relationship between stock turnover 

and gross sales profit rate. 

 

4. Research 

4.1. Purpose and Importance of the Research 

This research investigates whether there is a relationship between stock management and 

the profitability of enterprises. For this purpose, it is revealed whether the profitability of the 

enterprises is affected by the stock management policies and whether their profitability increases 

with the effective and efficient management of the stock management policies. Considering that 

the most fundamental purpose in enterprises is sustainability and value maximization, this aim 

can be supported by applying a valid management policy in stocks to increase profitability. In this 

respect, determining the relationship between stock management and profitability is vital in 

guiding businesses and new studies. 

 

4.2. Data Set and Method of the Research 

The research covers 194 manufacturing companies traded on the Borsa Istanbul (BIST) 

from 2019–2021. The sample period is intentionally short to observe the effect of the pandemic 

period. Firms whose data could not be reached in the mentioned years were not included in the 

analysis. Multiple regression analysis is applied as a research method; thus, the variables that 

affect the profitability the most and their degree of impact are determined. Due to the short data 

timeframe, the study preferred multiple linear regression analysis instead of panel regression 

analysis. The dependent and independent variables included in the study are indicated in Table 1. 

 

Table 1. Dependent and Independent Variables Related to Inventory Management and Their 

Codes 

Variables Calculation Method Code 

Dependent Variable   

Return on Asset Net incomet/Total assett ROA 

Independent Variables   

Stock Turnover Rate Cost of goods soldt/Average stockt STR 

Waiting Time in Stock  365/Stock turnover ratet WTIS 

Net Sales Increase Rate (Net salest-Net salest-1)/Net salest-1 NSIR 

Stock / Current Asset Rate Total stockt/Total Current Assett SCAR 
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The financial ratios in Table 1 are the ratios obtained from the literature review. The 

financial ratios of the enterprises are taken from FINNET, and the SPSS 24 package program is 

used in the analysis. 

The descriptive statistics for the variables are presented in Table 2, separately for each 

period. The average return on assets of the manufacturing companies included in the sample in 

2019 is 4.47. This value increased to an average of 10.99 in 2021. The average net sales rate has 

steadily increased throughout the research period. There is a decrease in average waiting time in 

stock as comes to 2021. The rate of stock to current assets has been around approximate values 

on average over the three years. In 2021, the average stock-to-current assets rate was 32.30, and 

the maximum value was 91.81. 

 

Table 2. Descriptive Statistics         

Variables   Obs. Mean Median Std. Dev. Min. Max. 

Panel A: 2019 

Return on Asset- ROA   194 4.475 3.355 10.562 -41.590 48.295 

Stock Turnover Rate - STR   194 8.183 4.114 32.783 0.000 450.481 

Waiting Time in Stock - WTIS   194 893.89 87.659 10,877.70 0.000 151,614.3 

Net Sales Increase Rate - NSIR   194 16.738 8.840 77.147 -86.859 995.667 

Stock/Current Asset Rate - SCAR   194 32.940 30.371 16.489 0.000 88.142 

Panel B: 2020 

Return on Asset- ROA   194 7.502 5.775 14.985 -77.519 136.481 

Stock Turnover Rate - STR   194 7.003 4.013 20.361 0.000 262.470 

Waiting Time in Stock - WTIS   194 127.148 88.227 195.362 0,000 2,157.945 

Net Sales Increase Rate - NSIR   194 41.489 21.900 166.361 -45.478 1,922.295 

Stock/Current Asset Rate - SCAR   194 30.160 28.340 15.126 0.000 81.030 

Panel C: 2021 

Return on Asset- ROA   194 10.998 10.054 16.489 -65.567 72.141 

Stock Turnover Rate - STR   194 15.973 4.250 102.746 0.000 1,140.164 

Waiting Time in Stock - WTIS   194 113.701 85.501 195.362 0.000 1,303.258 

Net Sales Increase Rate - NSIR   194 78.095 63.517 117.162 -46.926 1,582.131 

Stock/Current Asset Rate - SCAR   194 32.307 31.180 14.646 0.000 91.808 

 

4.3. Research Hypotheses, Findings, and Comments 

As mentioned before, multiple regression analyses are used in the study. The regression 

analysis assumptions are made separately for each model, and the findings obtained based on 

years are presented in a table for a clear explanation. For the regression application, every three 

years has been examined separately. In this way, it is possible to examine the relationship between 

stock management and profitability by years. 

The independent variables affecting the return on assets from the data of 194 companies in 

2019 are subjected to regression analysis. First, the basic assumptions of the regression analysis 

are tested, and the model equation is established after the assumption tests. 

H0: There is no significant relationship between ROA and stock management variables. 

H1: There is a significant relationship between ROA and stock management variables. 

Before performing the regression analysis, the Kolmogorov-Smirnov normality test is 

applied, and the H0 hypothesis is not rejected, which supports that the normality assumption is 

provided for the dependent variable return on assets for each independent variable. 
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Table 3. Results of Regression Analysis for the Dependent Variable of Return on Assets for 2019 

Constant 
Parameters p value 

VIF 
7.686 0.000 

Waiting Time in Stock- WTIS 0.122 0.036 1.096 

Stock Turnover-STO -0.026 0.646 1.061 

Net Sales Increase Rate- NSIR 0.255 0.000 1.026 

Stock / Current Asset Rate - SCAR -0.171 0.004 1.107 

F: 28.254 

p: 0.000 

R-square: 0.430 

Durbin Watson: 1.926 

   

 

Model equation: 

Return on Assets= 7.686+ 0.122*Waiting Time in Stock+ 0.255* Net Sales 

Increase Rate- 0.171*Stock/Current Assets 
(1) 

In order to interpret the model, first of all, assumptions must be provided. The assumption 

of normality, one of the assumptions, is provided, and then we test whether there is a 

multicollinearity problem. When the VIF values for the model are examined, it is seen that there 

is no multicollinearity problem, as the VIF values are below the critical value of 10. Another 

assumption is that there is no autocorrelation. When we look at the Durbin-Watson value, it can 

be said that the value of 1.926 indicates no autocorrelation problem (du≤1.926<4-du; du:1.81). 

Another assumption that must be provided for the model is the covariance assumption. In order 

to test the covariance, the spearman rank correlation test is applied, and the H0 hypothesis, which 

advocates the existence of covariance, is not rejected at the 5% significance level (pwtis = 0.405; 

psto =0.527; pnsir =0.629; psca =0.089). Thus, all assumptions are provided, and the model 

equation is established. When the significance of the model is tested, it is found to be significant 

at the 5% significance level (p=0.000< 0.05). The R-square value of the independent variables, 

which gives the explanatory power of the dependent variable, is found to be 43%, and it can be 

interpreted as low explanatory power. When the model equation is examined, while it is seen that 

there is a positive relationship between the stock holding time and the rate of increase in net sales 

and profitability, there is a negative relationship between the ratio of stocks to current assets. 

When the model is examined, it is seen that the variable that affects profitability the most is the 

increase rate in net sales. In contrast, the variable with the lowest impact power is the waiting 

time in the stock. 

 

Table 4. Results of Regression Analysis for the Dependent Variable of Return on Assets for 2020 

Constant 
Parameters p value 

VIF 
11.243 0.000 

Waiting Time in Stock- WTIS -0.012 0.862 1.405 

Stock Turnover-STO -0.082 0.170 1.079 

Net Sales Increase Rate- NSIR 0.572 0.000 1.045 

Stock / Current Asset Rate - SCAR -0.179 0.011 1.478 

F: 28.654 

p: 0.000 

R-square: 0.378 

Durbin Watson: 1.857 
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Model equation: 

Return on Assets=11.243 +0.572*Net Sales Increase Rate-

0.179*Stock/CurrentAssets 
(2) 

In Table 4, the regression analysis results of the enterprises for the year 2020 are written. 

When Table 4 is examined, it is seen that the coefficients of the variables of stock turnover and 

waiting time in stock are insignificant at the 5% significance level (pwtıs= 0.862>0.05; 

psto=0.170>0.05). Since the model assumptions have been explained in detail, they are stated 

more briefly here. Assumptions are tested for 2020 and all assumptions are found to be met (VIF 

values less than 10; du≤1.857<4-du; du:1.81; pnsir = 0.183; pscar =0.059). 

When the model equation is examined, it is seen that the dependent variable of return on 

assets in 2020 is affected by the net sales increase rate and the stock/current asset ratio. While it 

is seen that there is a positive relationship between profitability and net sales increase rate, it has 

been found that there is a negative relationship between total stock/current assets. It has been 

observed that the variable that affects profitability the most for 2020 is the rate of increase in net 

sales. At the same time, the net sales increase rate and the total stock/current assets explain 37.8% 

of the return on assets. The unexplained part arises from the variables not included in the other 

model. 

 

Table 5. Results of Regression Analysis for the Dependent Variable of Return on Assets for 2021 

Constant 
Parameters p value 

VIF 
18.914 0.000 

Waiting Time in Stock- WTIS -0.047 0.545 1.405 

Stock Turnover-STO 0.034 0.641 1.079 

Net Sales Increase Rate- NSIR 0.020 0.774 1.045 

Stock / Current Asset Rate - SCAR -0.206 0.010 1.478 

F: 2.935 

p: 0.022 

R-square: 0.058 

Durbin Watson: 1.993 

   

 

Model equation: 

Return on Assets=18.914-0.206*Stock/CurrentAssets (3) 

In Table 5, the regression analysis results of the companies for 2021 are written. When 

Table 5 is examined, it is seen that the coefficients of the variables of stock turnover, waiting time 

in stock, and increase in net sales are insignificant at the 5% significance level (pwtis= 

0.545>0.05; psto=0.641>0.05; pnsir=0.774>0.05). Assumptions are tested for 2021, and all 

assumptions are found to be satisfied (VIF values are less than 10; du≤1.993<4-du; du:1.81; pscar 

=0.871>0.05). 

When the model equation is examined, it is seen that the dependent variable of return on 

assets in 2021 is only affected by the stock/current assets ratio, and it has been found that there is 

a negative relationship between the total stock/current assets. The total stock/current assets 

explain 5.8% of the return on assets. Although the explanatory power is relatively low, it is seen 

that the model as a whole is significant (F=2.934; p= 0.022<0.05). 
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5. Conclusion, Comments and Suggestions 

In line with the goal of value maximization, a concrete concept, businesses may adopt 

maximizing their profits as a goal, in addition to all other goals, to increase the firm’s value. Since 

stocks are the asset group with the lowest liquidity among current assets in businesses, the high 

amount of money tied to stocks can be considered a factor that may reduce their profitability. In 

this respect, it is thought that good management of stocks could be an essential factor that would 

increase profitability. Within the scope of the study, the data of manufacturing enterprises traded 

in BIST for 2019-2021 are analyzed with the help of the regression analysis method. As 

mentioned before, the pre-pandemic period data are excluded from the analysis, and the last three 

years are evaluated. The results show that the return on assets is affected by the ratio of stocks to 

current assets in all three years. The result that the increase in the total stocks/current assets ratio 

decreases the profitability follows Kiraci (2009) ’s study. In the study conducted for the year 

2019, it was found that the variable that negatively affects the return on assets is the stock/current 

asset total variable, while the variables that affect it positively are the rate of increase in net sales 

and the waiting period in stock. Again in the same year, it is seen that the variable that affects 

profitability the most is the rate of increase in net sales. It is not surprising that with the increase 

in net sales of enterprises, profitability also increases. An important conclusion that can be drawn 

from this is that by increasing net sales, the products kept in stock decrease, and the money tied 

to the stock decreases. It has been observed that the variables affecting profitability in 2020 are 

the net sales rate and the waiting time in stock. While the relationship between the stock/current 

asset ratio and profitability is negative, similar to the studies of Shin and Soenen (1998), and 

Deloof (2003), it is seen that there is a positive and significant relationship between the rate of 

increase in net sales and profitability. 

Considering the pandemic conditions, it is typical for the study’s findings to give different 

results in 2019-2020 and 2021. The negative relationship between profitability and the increase 

in the share of stocks in current assets, which has a significant relationship for each period, was 

an expected result. Because the asset with the least liquidity in businesses is the stocks, when the 

money tied to the stocks has a high weight in the current asset, the liquidity will decrease, and the 

idle money in the hands of the enterprise cannot be converted into productive investments. For 

these reasons, it is seen that businesses can increase their profitability by reducing the money they 

attach to stocks. With an appropriate stock management policy, businesses can eliminate customer 

losses due to out-of-stock and transportation costs due to keeping too many products in stock and 

thus increase profitability. 

In the later stages of the study, analyses can be made by adding variables such as 

receivables turnover rate, liquid value ratio, current ratio, and acid test ratio from working capital 

variables to the model and taking the years before and after the pandemic separately. In this way, 

the model can be expanded by seeing the degree of influence and power of other variables that 

affect the inventory policies of the enterprises. 

Declaration of Research and Publication Ethics 

This study which does not require ethics committee approval and/or legal/specific permission complies 

with the research and publication ethics. 

Researcher’s Contribution Rate Statement 

The authors declare that they have contributed equally to the article. 

Declaration of Researcher’s Conflict of Interest 

There is no potential conflicts of interest in this study. 



“A. Ertuğrul & G. Arı, “Examination of the Relationship between Stock Management and Profitability in 

Businesses: An Application on Borsa Istanbul Manufacturing Companies” 

 
852 

 

References 

Abel, A.B., Eberly, J.C. and Panageas, S. (2013). Optimal inattention to the stock market with information 

costs and transactions costs. Econometrica, 81(4), 1455-1481. https://doi.org/10.3982/ECTA7624 

Agha, H. (2014). Impact of working capital management on profitability. European Scientific Journal, 

10(1), 374-381. Retrieved from https://core.ac.uk/ 

Akbulut, R. (2011). An application to measure impact of working capital management on profitability in 

firms in manufacture sector quoted on ISE. Journal of the School of Business Administration, 

Istanbul University, 40(2), 195-206. Retrieved from https://dergipark.org.tr/en/pub/iuisletme 

Alipour, M. (2011). Working capital management and corporate profitability: Evidence from Iran. World 

Applied Sciences Journal, 12(7), 1093-1099. Retrieved from http://idosi.org/ 

Altunkilic, F. (2019). Financial analysis techniques applied in banks and case study (Unpublished doctoral 

dissertation). Istanbul Bilgi University, Institute of Graduate Programs, Istanbul. 

Arabaci, H. and Cavdar, F. (2018). The importance of basic financial statements analysis in effective tax 

auditing. Social Sciences Research Journal, 7(4), 172-182. Retrieved from 

https://dergipark.org.tr/en/pub/ssrj 

Arreola‐Risa, A. and Keblis, M.F. (2013). Design of stockless production systems. Production and 

Operations Management, 22(1), 203-215. https://doi.org/10.1111/j.1937-5956.2012.01343.x 

Arrow, K.J., Harris, T. and Marschak, J. (1951). Optimal inventory policy. Econometrica: Journal of the 

Econometric Society, 19(3), 250-272. https://doi.org/10.2307/1906813 

Atmaca, A.D. (2020). Inventory management in logistics and supply chain: Application in a steel business 

company (Unpublished doctoral dissertation). Maltepe University, Graduate School, Istanbul. 

Aydin, D. (2018). Investigation of the coordination effect on the business performance among the units of 

logistics, marketing and production: A practice in Malatya (Unpublished doctoral dissertation). 

İnönü University Institute of Social Sciences, Malatya. 

Aygun, M., Onal, E., Kilicli, Y. and Kipcak, E. (2018). The effect of stock management on firm 

performance: Evidence from Borsa Istanbul. Van Yuzuncu Yıl University Journal of Economics and 

Administrative Sciences, 3(6), 167-183. Retrieved from https://dergipark.org.tr/en/pub/vanyyuiibfd 

Ayub, M.Y. (2015). Impact of working capital management on profitability of textile sector of Pakistan. 

International Journal of Information, Business and Management, 7(1), 174-192. Retrieved from 

https://ijibm.elitehall.com/ 

Baydas, M. (2020). Analysis of the relationship between financial performance and stock return: A 

comparison on Borsa Istanbul manufacturing firms (Unpublished doctoral dissertation). Necmettin 

Erbakan University, Institute of Social Sciences, Konya. 

Brennan, M.J. and Copeland, T.E. (1988). Stock splits, stock prices, and transaction costs. Journal of 

Financial Economics, 22(1), 83-101. https://doi.org/10.1016/0304-405X(88)90023-2 

Cakir, H.M. and Kucukkkaplan, I. (2012). Analyzing effects of working capital component on profitability 

and valuation at manufacturing firm in ISE for 2000 – 2009 period. The Journal of Accounting and 

Finance, (53), 69-86. Retrieved from https://dergipark.org.tr/en/pub/mufad 

Colakoğlu, N. (2012). Software usage in inventory management: A company application in automotive 

supply industry sector (Unpublished doctoral dissertation). Aksaray University, Institute of Social 

Sciences, Aksaray. 

Dadzie, K.Q. and Winston, E. (2007). Consumer response to stock‐out in the online supply chain. 

International Journal of Physical Distribution & Logistics Management, 37(1), 19-42. 

https://doi.org/10.1108/09600030710723309 

Deloof, M. (2003). Does working capital management affect profitability of Belgian firms? Journal of 

Business Finance & Accounting, 30(3‐4), 573-588. https://doi.org/10.1111/1468-5957.00008 

https://doi.org/10.3982/ECTA7624


Ekonomi, Politika & Finans Araştırmaları Dergisi, 2022, 7(4): 839-854 

Journal of Research in Economics, Politics & Finance, 2022, 7(4): 839-854 

 
853 

 

Destereci, P. (2009). The financial analysis methods employed regarding loans and credit rating in Turkish 

banking system (Unpublished doctoral dissertation). Namık Kemal University, Institute of Natural 

and Applied Sciences, Tekirdag 

Dincergok, B. (2019). The relationship between working capital management and profitability: Testing the 

nonlinear relationship in Istanbul Stock Exchange chemical, petrolium, rubber and plastic products 

sector. Journal of Accounting and Finance, 82, 161-176. https://doi.org/10.25095/mufad.536037 

Enqvist, J., Graham, M. and Nikkinen, J. (2014). The impact of working capital management on firm 

profitability in different business cycles: Evidence from Finland. Research in International Business 

and Finance, 32, 36-49. https://doi.org/10.1016/j.ribaf.2014.03.005 

Ertugrul Ayranci, A. (2019). The effectiveness of Williams method in determination of factors affecting 

financial failure: the example of ISE industrial businesses. Eurasian Academy of Sciences Eurasian 

Econometrics, Statistics & Emprical Economics Journal, 14(3), 1-14. Retrieved from 

https://econstat.eurasianacademy.org 

Gill, A., Biger, N. and Mathur, N. (2010). The relationship between working capital management and 

profitability: Evidence from The United States. Business and Economics Journal, 10, 1-9. Retrieved 

from https://citeseerx.ist.psu.edu 

Iskenderoglu, O., Karadeniz, E. and Ayyildiz, N. (2015). Financial analysis of the energy sector: Turkey 

and European energy sector comparison. Journal of Business and Economics Studies, 3(3), 86-97. 

Retrieved from https://dergipark.org.tr/en/pub/iicder 

Jung, J.Y., Blau, G., Pekny, J.F., Reklaitis, G.V. and Eversdyk, D. (2008). Integrated safety stock 

management for multi-stage supply chains under production capacity constraints. Computers & 

Chemical Engineering, 32(11), 2570-2581. https://doi.org/10.1016/j.compchemeng.2008.04.003 

Kazak, H. (2016). Strategic supplier assessment in retail market: A (An application) model for supplier 

assessment decision making process in supermarket industry (Unpublished doctoral dissertation). 

KTO Karatay University, Institute of Social Sciences, Konya 

Kilavuz, R. (2009). Stock and cost auditing at industrial companies and an implementation (Unpublished 

doctoral dissertation). Marmara University, Institute of Social Sciences, Istanbul 

Kisakurek, M. and Erdogan, S. (2021). Examining the relationship between inventories management and 

profitability: A research in ISE. Kahramanmaraş Sütçü İmam University Journal of Social 

Sciences, 18(3), 2065-2089. https://doi.org/10.33437/ksusbd.943302 

Kizilboga, A. (2013). Inventory control methods and application (Unpublished doctoral dissertation). 

Marmara University, Institute of Pure and Applied Sciences, Istanbul. 

Kinney, M.R. and Wempe, W.F. (2002). Further evidence on the extent and origins of JIT's profitability 

effects. The Accounting Review, 77(1), 203-225. https://doi.org/10.2308/accr.2002.77.1.203 

Kiraci, M. (2009). An analysis of the relationship between inventory management and profitability through 

financial ratios: A research on ISE manufacturing industries. METU Studies in Development, 36, 

161-195. Retrieved from https://open.metu.edu.tr 

Koseoglu, S. (2019). Financial tables analysis in establishments and an application on real estate 

investment trust (Unpublished doctoral dissertation). Istanbul Okan University, Institute of Social 

Sciences, Istanbul.  

Koumanakos, D.P. (2008). The effect of inventory management on firm performance. International Journal 

of Productivity and Performance Management, 57(5), 355-369. 

https://doi.org/10.1108/17410400810881827 

Kowalski, J.C. (1991). Inventory to go: Can stockless deliver efficiency? Healthcare Financial 

Management: Journal of the Healthcare Financial Management Association, 45(11), 21-2. 

Retrieved from https://europepmc.org 

Kurtlu, A. and Gobi, K. (2020). Investigation of uncompleted service production costs in accommodation 

enterprises in terms of TAS 2. Journal of Humanities and Tourism Research, 10(2), 313-325. 

http://dx.doi.org/10.14230/johut834 

https://doi.org/10.25095/mufad.536037
http://dx.doi.org/10.14230/johut834


“A. Ertuğrul & G. Arı, “Examination of the Relationship between Stock Management and Profitability in 

Businesses: An Application on Borsa Istanbul Manufacturing Companies” 

 
854 

 

Lee, A.C., Lee, J.C. and Lee, C.F. (2009). Financial analysis, planning and forecasting: Theory and 

application (2nd ed.). Singapore: World Scientific Publishing Company. 

Mutlu, D. (2015). Production model and an application in the planning of stocks (Unpublished doctoral 

dissertation). Anadolu University, Institute of Social Sciences, Eskisehir 

Nobanee, H. and Al Hajjar, M. (2009). A note on working capital management and corporate profitability 

of Japanese firms (SSRN Working Paper No. 1433243).  http://dx.doi.org/10.2139/ssrn.1433243 

Ozolgun, H. (2017). Operating ratio analysis of companies. Turan Center for Strategic Research, 9(35), 

94-100. http://dx.doi.org/10.15189/1308-8041 

Park, J. and Simpson, T.W. (2005). Development of a production cost estimation framework to support 

product family design. International Journal of Production Research, 43(4), 731-772. 

https://doi.org/10.1080/00207540512331311903 

Richard, H. and Parrish, M.S. (1986). The relationships between profitability, inventory efficiency, and 

gross margin return on investment in Alabama community pharmacies. Journal of Pharmaceutical 

Marketing & Management, 1(1), 203-225. https://doi.org/10.3109/J058v01n01_03 

Saglam, M. and Karaca, S.S. (2015). The effect on firm profitability of component of working capital: An 

application over Istanbul Stock Exchange firms. Gaziosmanpasa University The Journal of Social 

Sciences Research (JSSR), 10(1), 119-132. Retrieved from https://dergipark.org.tr/en/pub/gopsbad 

Saldanli, A. (2012). The relationship between liquidity and profitability-an empirical study on the ISE- 100 

manufacturing sector. Journal of Suleyman Demirel University Institute of Social Sciences, 16, 167-

176. Retrieved from https://dergipark.org.tr/en/pub/sbe 

Sayaduzzaman, M.D. (2006). Working capital management: A study on British American Tobacco 

Bangladesh Company Ltd. Journal of Nepalese Business Studies, 3(1), 78-84. 

https://doi.org/10.3126/jnbs.v3i1.484 

Saygili, E.E. and Sahin, Y. (2018). The relationship between financial performance and investors’ 

decisions: TOPSIS application in ISE cement industry. Izmir Democracy University Social Sciences 

Journal, 1(1), 16-45. Retrieved from https://dergipark.org.tr/en/pub/idusos 

Shin, H.H. and Soenen, H.L. (1998). Efficiency of working capital management and corparate profitability. 

Financial Practice & Education, 8(2), 37-45. Retrieved from https://www.semanticscholar.org 

Truel, P.G. and Martinez, S.P. (2007). Effects of working capital management on SME profitability. 

International Journal of Managerial Finance, 3(2), 164-177. 

https://doi.org/10.1108/17439130710738718 

Ulker, Y. and Arslan, O. (2020). Investigation of the relationship between stock management and 

profitability by using financial ratios: An application in manufacturing sector. Anemon Mus 

Alparslan University Journal of Social Sciences, 8(4), 1153-1163. 

https://doi.org/10.18506/anemon.668756 

Ulker, Y. and Iskender, H. (2005). A reliable system in calculating true cost: Activity based costing and the 

case of John Deere. Balıkesir University The Journal of Social Sciences Institute, 8(13), 189-217. 

Retrieved from https://dergipark.org.tr/en/pub/baunsobed 

Wang, Q., McIntosh, R. and Brain, M. (2010). A new-generation automated warehousing 

capability. International Journal of Computer Integrated Manufacturing, 23(6), 565-573. 

https://doi.org/10.1080/09511921003706215 

Yildirim, A. (2009). Business growth dtrategies based on logistics management (Unpublished doctoral 

dissertation). Marmara University, Institute of Social Sciences, Istanbul.  

Yildiz, B. and Akkoc, S. (2016). Explore working capital-profitability relation with a non-linear tool 

(ANFIS). Eskişehir Osmangazi University Journal of Economics and Administrative Sciences, 

11(1), 285- 308. Retrieved from https://dergipark.org.tr/en/pub/oguiibf 

Zorlu, G.H. (2018). Efficiency in stock control systems supported by industry 4.0 in logistics enterprises 

(Unpublished doctoral dissertation). Istanbul Okan University, Institute of Social Sciences, Istanbul. 


