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An empirical study on the relationship between inventory leanness and firm
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Although there is rich literature reﬁorting the positive relationship
between inventory leanness and firm financial performance, these studies have reported mixed
evidence about functional form of the relationship. According to the previous research, three types
of functional form, including linear, inverted-U, and interaction, have been examined and all of
these functional forms have been supported by empirical analyses, regardless of whether the research
context was manufacturing or retailing. To address this gap, secondary data from the Basic Survey
of Japanese Business Structure and Activities is used to explore the relationship between inventory
leanness and firm profitability. The results show that inventory leanness is positively associated
with retail frm profitability. Furthermore, the results support hypothesis regarding the positive
moderating effect of information technology use on the relationship between inventory slack on firm
profitability.
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