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Abstract- This study investigates the strategic adoption and 

impact of Supply Chain Finance (SCF) on the working capital 

management and financial performance of Lenovo, a global 

technology company. SCF involves a set of financial tools 

designed to optimize cash flow across the supply chain, 

bridging the gap between a buyer's desire for extended 

payment terms and a supplier's need for immediate liquidity. 

The research utilizes secondary financial data from 2019 to 

2024 to evaluate the key working capital componentsDays 

Payable Outstanding (DPO), Days Sales Outstanding (DSO), 

and the Cash Conversion Cycle (CCC)and their optimization 

through SCF tools like reverse factoring Key findings suggest 

that Lenovo has successfully leveraged SCF to strategically 

extend its payment terms, resulting in a significant 

improvement in its DPO and a net reduction in its Cash 

Conversion Cycle. This approach effectively converts a short-

term liability (payables) into a long-term strategic advantage 

by stabilizing the supplier base and securing favorable 

operational costs. The study concludes that SCF is a critical 

strategic tool for technology companies operating with 

complex global supply chains, leading to enhanced liquidity, 

financial stability, and stronger, more resilient supplier 

relationships. 
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I. INTRODUCTION 

 

 In today's increasingly complex and interconnected 

global economy, businesses face constant pressure to enhance 

operational efficiency, maintain strong liquidity, and stay 

competitive. One strategic approach that has gained significant 

attention is Supply Chain Finance (SCF). SCF represents a set 

of financial tools and techniques designed to optimize the 

management of working capital and cash flow across the 

supply chain. It involves collaboration between buyers, 

suppliers, and financial institutions to facilitate faster and 

more efficient access to funds, especially for suppliers, 

without compromising the buyer's extended payment terms. 

 

 

II. OBJECTIVES OF THE STUDY 

 

 Tostudy the supply chain finance practices adopted by 

Lenovo. 

 Toanalyze the impact of supply chain finance on 

Lenovo’s key financial performance. 

 To examine the effect of supply chain finance on 

Lenovo’s liquidity position. 

 To offer suggestions based on the study. 

 

III. REVIEWOFLITERATURE 

 

Shin and Soenen (1998): Established the foundational link 

between efficient Working Capital Management (WCM) and 

corporate profitability, demonstrating that a shorter Cash 

Conversion Cycle (CCC) generally leads to higher returns. 

 

Hofmann (2005): Defined SCF as an integrated approach that 

uses technology to link the financial flows of a supply chain to 

the physical flow of goods, emphasizing the role of financing 

institutions in the process. 

 

Camerinelli (2009): Explored the specific benefits of Reverse 

Factoring (Buyer-led SCF), showing it can significantly 

improve the buyer's DPO and strengthen the financial health 

of small- and medium-sized enterprise (SME) suppliers. 

 

Pfohl and Gomm (2009): Identified that the primary 

motivation for buyers to implement SCF is to improve their 

own balance sheet (DPO extension), while the primary 

motivation for suppliers is to reduce their cost of capital and 

receive earlier payments. 

 

Lam et al. (2020): In a study of technology companies, 

confirmed that the successful implementation of SCF 

programs is positively correlated with improved liquidity 

ratios and enhanced resilience to supply chain disruptions. 

 

IV. RESEARCH METHODOLOGY 

 

Research Design: 
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The study employs an Analytical Research Design, 

focusing on a systematic evaluation of existing financial data 

to understand the cause-and-effect relationship between SCF 

adoption and working capital performance at Lenovo. 

 

Data Collection: 

 

Secondary Data: The research relies exclusively on 

Secondary Data, collected from the annual reports, corporate 

filings, and publicly available balance sheets and profit and 

loss accounts of Lenovo for the six-year period from 2019 to 

2024. 

 

Scope of the Study: 

 

Company: Company: The study is restricted to Lenovo 

Company only. Period covers: The analysis covers a five-year 

period from the fiscal year 2020 to 2024. 

 

Statistical Tools: 

 

The collected data was analyzed using the following financial 

tools: 

 Trend analysis 

 Ratio analysis 

 Days Sales Outstanding and Days payable 

Outstanding 

 

V. DATA ANALYSIS AND INTERPRETATION 

 

Trend Analysis 

 

 To examine the overall movement and direction of 

key financial variables over the five-year period to 

identify growth patterns, stability, or decline in the 

company’s performance. 

 The following table:Trend Analysis of Key Financial 

Indicators (2019–2024) 

 

 
 

Period Net Sales (₹) 
Growth Rate 

(%) 

2019–2020 717,533 – 

2020–2021 910,342 +26.87% 

2021–2022 1,034,779 +13.67% 

2022–2023 1,443,418 +39.49% 

2023–2024 1,264,905 –12.37% 

 

INTERPRETATION: 

 

2020-2021: Net sales increased sharply by 26.87%, reflecting 

strong revenue growth. This surge may be attributed to higher 

product demand, effective marketing strategies, and improved 

operational efficiency. 

 

2021-2022:The growth rate slowed to 13.67%, indicating a 

period of stable but moderate expansion. The company 

maintained upward momentum, though at a reduced pace, 

possibly due to rising competition or market saturation. 

 

2022-2023:Sales performance strengthened significantly, 

recording a 39.49% increase. This substantial rise suggests 

strong market positioning, successful product launches, or 

favorable external conditions that boosted turnover. 

 

2023-2024: The trend reversed, with net sales declining by 

12.37%. This downturn could be due to economic slowdown, 

reduced consumer demand, or intensified competition, 

signaling the need for strategic adjustments to restore growth. 

 

Ratios Analysis 

 

Ratio analysis is a quantitative tool used to evaluate 

the financial performance of Lenovo Company by comparing 

various financial figures. It helps in assessing the company’s 

profitability, liquidity, solvency, and operational efficiency, 

providing insights into its overall financial health and 

performance over the years. 

 

PROFITABILITY RATIO: 

 

Profitability ratios measure a company’s ability to 

generate profit from its sales, assets, and equity. They 

indicate how efficiently resources are used to earn 

incomeandsustain growth. Higher profitability ratios reflect 

better financial performance and management efficiency 

 

 NetProfit Margin  

 Return on Assets(ROA) 

 Return on Equity(ROE) 

 

LIQUIDITY RATIO: 

 

Liquidity ratios measure a company’s ability to meet 

its short-term obligations as they become due. They indicate 
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how effectively the company manages its current assets and 

current liabilities to maintain adequate cash flow. Higher 

liquidity ratios reflect stronger short-term financial stability 

and a better capacity to cover immediate debts without 

financial strain. 

 

Current Ratio 

Quick Ratio(LiquidRatio) 

 

Days Sales Outstanding and Days Payable Outstanding 

 

Days Sales Outstanding measure the average number 

of days a company takes to collect payments after sales, Days 

Sales Outstanding (DSO) is used. It helps evaluate the 

efficiency of managing accounts receivable and maintaining 

steady cash flow. A lower DSO indicates faster collections 

and stronger liquidity control. 

 

]Days Payable Outstanding (DPO) measures the 

average number of days a company takes to pay its suppliers 

after receiving goods or services. It indicates how effectively 

the company manages its accounts payable and cash outflows. 

A higher DPO suggests efficient cash management, but 

excessively high values may strain supplier relationships. 

 

 
 

 
 

DAYS SALES OUTSTANDING: 

 

Year 

Trade 

Receivables 

 (₹ Lakhs) 

Revenue 

from 

Operations 

 (₹ Lakhs) 

DSO (Days) 

2019–2020 82,335 717,533 41.9 

2020–2021 133,756 910,342 53.6 

2021–2022 140,455 1,034,779 49.6 

2022–2023 148,823 1,443,418 37.6 

2023–2024 106,996 1,264,905 30.9 

 

INTERPRETATION: 

 

The company’s DSO improved steadily from 2019–

2020 to 2023–2024. After an initial rise indicating slower 

collections, the consistent decline in later years reflects 

stronger credit control, faster receivable recovery, and 

improved liquidity management. 

 

DAYS PAYABLE OUTSTANDING: 

 

Year 

Trade 

Payables  

(₹ Lakhs) 

Cost of 

Materials 

Consumed  

(₹ Lakhs) 

DPO 

(Days) 

2019–20 166,069 127,998 473.3 

2020–21 147,189 133,104 403.9 

2021–22 149,088 108,937 499.7 

2022–23 159,437 271,102 214.8 

2023–24 158,860 266,873 217.3 

 

INTERPRETATION: 

 

The company’s DPO fluctuated notably over the 

years. Initially, it maintained long payment periods to manage 

liquidity, but from 2022–2023 onward, faster payments 

indicate improved credit discipline and stronger supplier 

relationships.This shift reflects better cash flow management 

and enhanced operational efficiency 

 

VI. FINDINGS 

 

The company’s net sales increased consistently from 

2019 to 2023, reflecting strong revenue growth and effective 

market positioning; however, a decline of 12.37% in 2023–

2024 indicates weakening demand and the need for strategic 

corrective measures. 

 

The profitability position weakened in 2023–2024 as 

operational costs increased and margins tightened, showing 

reduced cost efficiency and overall profitability decline.This 

decline highlights the necessity for stricter cost control and 

better expense management. 

 

The company’s liquidity position showed moderate 

performance as current assets declined relative to current 

liabilities, indicating pressure on short-term financial stability 

despite the adoption of supply chain finance mechanisms.This 

implies the need to maintain a healthier balance between 

liquidity and debt obligations. 
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Days Sales Outstanding (DSO) improved from 53.6 

days in 2021 to 30.9 days in 2024, reflecting faster receivable 

collections and better credit management.This improvement 

indicates strengthened internal controls and effective 

receivables monitoring. 

 

Days Payable Outstanding (DPO) fluctuated 

throughout the period, peaking at 499.7 days in 2021–2022 

before decreasing to 217.3 days in 2023–2024, indicating 

improved payment discipline but reduced leverage of extended 

credit terms.This shows that the company is focusing on 

building long-term trust with its suppliers. 

 

Working capital efficiency improved through better 

synchronization between receivables and payables, though the 

company still faces challenges in maintaining profitability and 

controlling operational costs.This indicates that while cash 

flow management has strengthened, further cost optimization 

is needed to sustain long-term financial stability. 

 

The decline in sales and profitability in the final year 

suggests the need for stronger cost control, improved financial 

forecasting, and continued focus on supply chain optimization 

to sustain future growth.This emphasizes the importance of 

resilience and adaptability in the company’s financial 

planning. 

 

VII. SUGGESTION 

 

The company should strengthen liquidity by 

maintaining adequate cash reserves, optimizing short-term 

assets, and minimizing dependence on extended supplier 

credit to ensure stable cash flow.This will help Lenovo 

maintain stability during market fluctuations. 

 

The company should enhance profitability by 

controlling operational costs, improving production efficiency, 

and focusing on high-margin product lines to restore 

sustainable profit levels. 

 

Strong supplier and customer relationships should be 

maintained by ensuring timely payments, transparent 

communication, and collaboration through digital supply chain 

finance platforms to build long-term trust. 

 

The company should further integrate Supply Chain 

Finance (SCF) tools such as reverse factoring and dynamic 

discounting to improve liquidity, reduce financing costs, and 

strengthen supply chain stability.Wider adoption of SCF 

solutions will create a competitive advantage and support 

efficient cash management. 

 

Lenovo should revisit its financial strategy by 

diversifying financing sources, restructuring short-term 

obligations, and leveraging technology-driven financial 

solutions to achieve long-term financial resilience.This will 

reduce financial risk exposure and ensure greater flexibility in 

capital allocation. 

 

Working capital efficiency can be improved by 

implementing advanced cash flow forecasting, accelerating 

receivable collections, and aligning payment schedules to 

achieve a balanced cash conversion cycle.Better forecasting 

will reduce idle working capital. 

 

VIII. CONCLUSION 

 

From the study, I conclude that Lenovo has 

effectively utilized Supply Chain Finance (SCF) practices to 

strengthen its working capital management and maintain 

operational stability throughout most of the study period. The 

company demonstrated improvement in receivable 

management, as reflected by the reduction in Days Sales 

Outstanding (DSO), and maintained disciplined payables, 

which helped support healthy supplier relationships and 

smooth business operations. The adoption of SCF tools such 

as reverse factoring enhanced liquidity and optimized the cash 

conversion cycle, allowing Lenovo to balance cash inflows 

and outflows efficiently. These practices highlight the 

company’s commitment to financial innovation and supply 

chain resilience. 

 

However, the study also revealed that Lenovo faced 

certain financial challenges in the latter part of the study 

period. The company experienced a decline in profitability and 

sales in 2023–2024, primarily due to rising operational costs, 

reduced market demand, and inefficiencies in cost control. 

Despite improvements in liquidity and working capital 

management, profitability ratios such as Return on Assets 

(ROA) and Return on Equity (ROE) indicated a weakening 

performance. This suggests that while SCF improved liquidity, 

it did not fully translate into higher profitability, highlighting 

the need for better integration between financial strategy and 

operational management. 

 

To overcome these challenges, Lenovo should focus 

on strengthening cost control measures, enhancing cash flow 

forecasting, and improving asset utilization to generate higher 

returns. The company should also continue investing in 

technology-driven SCF solutions to achieve greater financial 

transparency and agility across its supply chain. Reducing 

dependence on short-term borrowings, optimizing the capital 

structure, and maintaining a balanced approach between 

liquidity and profitability will be essential for future growth. 
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Strengthening these areas will help Lenovo achieve higher 

profitability, maintain long-term financial stability, and ensure 

sustainable growth in an increasingly competitive business 

environment. 

 

REFERENCES 

 

[1] Shin, H. H., & Soenen, L. (1998). Efficiency of Working 

Capital Management and Corporate Profitability. 

Financial Practice and Education, 8(2), 37-45. 

[2] Hofmann, E. (2005). Supply Chain Finance: Concept, 

Classification and Current Research. International Journal 

of Logistics Management, 16(1), 1-17. 

[3] Camerinelli, E. (2009). The Strategic Role of Reverse 

Factoring in Working Capital Management. Journal of 

Supply Chain Finance, 4(2), 20-35. 

[4] Pfohl, H. C., & Gomm, M. (2009). Supply Chain Finance: 

Aligning Supply Chain and Financial Strategy. Journal of 

Business Logistics, 30(2), 17-38. 

[5] Lam, C., Chen, S., & Wu, P. (2020). Supply Chain 

Finance and Liquidity: An Empirical Study of 

Technology Companies. International Journal of Financial 

Management, 12(4), 112-130. 

[6] Wuttke, D. A., Blome, C., & Henke, M. (2013). Focusing 

the Financial Flow of Supply Chains: An Empirical 

Investigation of Financial Supply Chain Management. 

International Journal of Production Economics, 145(2), 

773–789. 

[7] Randoy, T., & Goel, S. (2021). Working Capital 

Management and Financial Performance: The Mediating 

Role of Supply Chain Finance Practices. Journal of 

Business and Financial Affairs, 10(1), 1–9. 

[8] Gill, A., Biger, N., & Mathur, N. (2010). The 

Relationship between Working Capital Management and 

Profitability: Evidence from the United States. Business 

and Economics Journal, 10, 1–9. 

[9] Padachi, K. (2006). Trends in Working Capital 

Management and Its Impact on Firms’ Performance: An 

Analysis of Mauritian Small Manufacturing Firms. 

International Review of Business Research Papers, 2(2), 

45–58. 

[10] Gelsomino, L. M., Mangiaracina, R., Perego, A., & 

Tumino, A. (2016). Supply Chain Finance: A Literature 

Review. International Journal of Physical Distribution & 

Logistics Management, 46(4), 348–366. 

[11]  Caniato, F., Gelsomino, L. M., Perego, A., & Ronchi, S. 

(2016). Does Supply Chain Finance Benefit Supply Chain 

Collaboration? International Journal of Production 

Economics, 176, 18–29.  


