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ABSTRACT

The research topic was the effect of inventory management and organizational profitability. The
objectives of the study were to establish the inventory management techniques used in SCOUL
and to find out the other factors that affect the organizational profitability; and the relationship

between inventory management techniques and organizational profitability.

A cross sectional research design was used by the researcher; this was due to the time constraint.
More so questionnaires were also used to collect primary data at SCOUL and secondary data
from various sources like text books, journals, and internet that the researcher used fo gather

relevant information to write this research report.

Frequency tables were used in the interpretation of the data. The findings were presented in both

qualitative and quantitative forms.

It was further discovered in the findings that the inventory management has an effect on the
organizational profitability. It was noted that there, more other factors that affect [profitability

like liquidity, taxation, management skills, and many others.

Recommendations were made where there was need for organizations to develop technological
techniques in its information inflows to facilitate just in time techniques and also to address more

factors that affect profitability other than inventory management like taxation and competition.




TABLE OF CONTENT

DIECTLATEA TTOMN . o wssions ssmsssson saossosisonsstin 5si0 5 06 s 5 433604 i S35 w4 st ot s a0 i
APPROVAL ... cooeemsieetesesesasose et sesssssessise s sees e sesseessss e ess sk ss s ssssssnns i
DEDICATION .eeitiiiitsiniesites i sss s sss s s saae e e sara s s sabae s s s esee s s s b b e e e s s seesaanssssbasesessabasssestasn iii
ACKNOWLEDGEMENT ......coiintiriiiiniisntmnemenemsessesseseessassasassesssessssessessassessssssessnssnsssssssssassesassassesenss iv
ABSTRACT .ottt st et sttt e s e s st s ne e e resa e st aesaereennss et annesansans v
CHAPTER ONE

| FaTa ol 11 o107 ¢ DO OO RO OO PO 1
1.1 Background of the STUAY .....cccciiiiiiiimiiiiiciiin s s s ssas s s s sessnenranns 1
1.2 ProbICT SBESTINSHIT - visucei i i tinsrmimssissmsnarmremesns s csnemsasaanss st A oA AR S AN AR BN AR SR RSB S BN 2
1.3 Pitpiose OF e ShdV oo meomsmsioisoonmimioam s i e imiss v ks smn sm e s m e A s A A R e ER PRI RSES 2
1.4 The objective Of the StUAY .....icieiiiiiiiiii ettt st e e s n e sassenenannens 2
1.5 RESEAICH QUESTIONS 1. vveuririererseriasiesseesanesseineseresnesaesessesuessessessesssssesresseessssssssssssessessesssssansessnssnsnss 3
1.6 SCOPE OF The STUAY ..eeeveieieriniiiirit i ireteere ettt senee e et sar s se s rre e teesseesesseesnsnesssansrseansennsanseasans 3
1.7 Significance 0f the STUAY ......cicieeririiriirree et ettt e es et e s e st e s e sae s n e e s asaenneeseesaeensensan 3
CHAPTER TWO

LITERATURE REWHE W'..cosvisvsessscvssssvrnmpess sy v s o s sise s s s s s s st 4
20 OO 0N ocusosuvmsmmmmsswvismsmssnessvess s s o SV S S S5 TSN R S S SSS FR S VA 35 4
2 3R Te) k03 0 00 SO PR —————— 4
o B T2 oL L ——— 4
2.2 Techniques of invenlory TaNaREIITETI x cosvrmssossssrsrs s v s T RS 5
R 1 111 5
2:212-The economiciorderquantifymodel (EQQ)..mnmammmmmnsmasmssiaasmmmiminnimadsing 6
2.2.3 Materigl requirsments plantin{MBP) s i s i e 7
2.2 The A B AN S TS s s s s R B A e T T R e s 7
2.2.3 Vendor mianaoed Iventory CF ML) s i i s s isisimonses 8
2.3 THE OTHER FACTORS THAT AFFECT THE PROFITABILITY .....ccccoceiserneerennnesreseessssnenenens 9
2l T O smemnss i o e R R R B e S A LA B AR AS memm e oD AR AT S S S ESARAS AR 9
2.3.2 Productivity of the Organization. .....c.....icieiiiieniiiiereereieesersresssesssesensessasssessssssessaessessessense 9

vi




2.3.3 MANagement SKIIIS .....ooerv ettt ce st s r et r st e s s aa s st e et e e e an e st e et e e at snean 9

2.3.4 COMPELION ..ot e b e e s a e e e s nesaenr e e an e e nbaraa e 10
2.3.5 LIQUIAILY «eevverernernesinmeseccnnnsneenessne s e s sr e s se e s e saeesn e b e b et sena et s ebeessebansnesansaans 10
2.3.6. Location of the BUSINESS .iivvi ettt eesan s sree e s nsa e aea e e sannares 10
2.3.7 information system (information floW) ... irrircrrs e e s rr s eesser e s e s essreaons i1
2.4 THE RELATIONSHIP BETWEEN INVENTORY MANAGEMENT TECHNIQUES AND
PROFITABILITY oottt siries s ieran i sases s san e s s st e s 4s 000040 4as s srssrnssnasasansnnseraresensassnnsasans 11
CHAPTER THREE

METHODOLIOGY .ottt irassesvssassasiae s s 104 4ssernasee e sessssssssssssssssesass esssasessssesnsannones 13
3.0 INITOTUCHOT c.evuviieeissertissesesse st et r e e e a s s me e e e e ses et e s ma et e saseaasssresaseansnessasaansessnern 13
3.1 ReSearch DESiSI .o.vivric ettt et e sne s r s n e s s e nar s n e e ba e sn s banin 13
3.2 Population of the StUAY. ..o s e s e e sa e e sa s s e e n s 13
3.3 SaMPlE SIZE..cviiiiiiieitiic b e e e e 13
3.4 Sampling PrOCEAUIE .co.iviiiiciiiiret s bsra st e s aas e re e s e sa e st e ssa e eaeeanabesesansearsaensenes 14
3.5.0 DAtA SOUICES Liiiuiiiiiiiiiisiiriri skt bbb s b st n 4 e s e ssme e s ara e e e eneneomtasneeenssrsessasaessesssasnen 14
3.5.1 PrIITIATY SOUICE ..cuvreeereernarraeaesseraerssreesseasassessestesaasesassassessrnsssmnsesssssssassessessessrasessssssssensssensesenses 14
3.5.2 SECONAATY SOUICES...vereeeeeuerriresiseeucaserersenreassssanssrassassessesersasssntsssssassessssssssssessessansssssssensasssnessas 14
3.6 Data collection MethOdS .......ivviiiiciiiie e sre s e sa e e sas 14
QUESTIOMNNAITE .. vvvvicere i s s sttt s e e s st s e n e s e eres s br a2 s seeeeeanrsensaass sanessrsearanes 14
3.7 Measurements 0f variables ... 14
3.8 Data analysis, processing and presentalion. .........viirrimrrreesseiess s 15
3.9 Limitation Of the STUAY . cuveuieiieiiiiiasenicnierrsirsosesinsnmessesessrsssssssssesssessssssessssssssassesssssessssnsesnenns 15
CHAPTER FOUR

PRESENTATION ANALYSIS OF FINDINGS.......cocovvi i rinenicncsin e csnssessnsnessssenanes 16
4.0  INTRODUCTION ..ottt ssassaass s sse st sbs s 14 e e a e e ne e sessnesnasasans 16
4.1  DEMOGRAPHIC FEATURES ......ccotvtrirrirminrirnerinrisses e ssresssssninis seesssnsssssansessessesensesssssassas 16
42 FINDINGS ON THE INVENTORY MANAGEMENT TECHNIQUES........ccoovvivrrrierrecinnns 18
4.3 FINDINGS OF THE OTHER FACTORS THAT AFFECT THE PROFITABILITY OF THE
ORGANIZATION ..ottt et ess s st s corssas et st et s ss s aneaae s sasstsnessessbasnsnrsnerensnensrsans 25

vii




4.4  FINDINGS ON THE RELATIONSHIP BETWEEN THE INVENTORY MANAGEMENT

TECHNIQUES AND OTHER FACTORS THAT AFFECT PROFITABILITY ...ccccovmiicnnneancinnccnnnnas 27
CHAPTER FIVE
CONCLUSIONS AND RECOMMENDATION OF THE STUDY FINDINGS .......ccoonccomnincnnninen 29
5.0  INTRODUCTION ...ooiiiiiiiiiiiiii ittt stssss st st e bt s sne s e s e ssassessasersessssassnssasrane 29
5.1.0 SUMMARY OF THE FINDINGS.....ccicciiinnninneeiecemonenescssesssssssessss isssesnnniiens 29
5.2  CONCLUSION AS PER THE SUMMARIES........ccooiiteiiicinninecnienitsiiscissnisserssnstessaesesssnens 30
53 MANAGEMENT AND POLICY RECOMMENDATIONS.......ccccnmminicinnininesininncsnens 30
54  AREASFOR FURTHER RESEARCH .......ccooviiiiniiiiinisnnicsssissssssssssessnssessresssesensanns 31
REFERENCES ... oottt s b s bat 44w a4 e a s rmsae e e nae s et antasan 32
QUESTIONNAIRE ...t bbb s a4t s e saesse s rasne s s sas 33

viii




THE EFFECT OF INVENTORY MANAGEMENT ON PROFITABILITY IN SCOUL

CHAPTER ONE

Introduction
This chapter presents the background of the study, statement of the problem, purpose of the

study, research questions, research objectives, time scope, and significance of the study

1.1 Background of the study
Sugar corporation of Uganda limited (SCOUL) started was back in 1920s by the late Nnanja

Kalindas Mehta. It was formally known as Uganda sugar factory. It started as a chain of
ginneries and later developed into Uganda sugar factory. The Mehta group now has shares of
76% and government owns 24%. The corporation fully employees more than 6000 people and

also according to company records, it purchases items worthy ten million a week.

The company faces a problem of poor inventory management that had led to reduced profits of
the company. This has been mainly witnessed in the factory general stores, departmental stores,

store yard, sugar go down and in offices.

In the general stores, there is poor location of the items, those that are received in the receiving
bays, those to be inspected, those rejected and those that are just delivered. This has led to
mixing of such item leading to high rates of theft, loss of items and others hence increased costs

of stock outs, replacement ,loss of goodwill thus reduced company profits.

In the store yard, where they keep large and bulky items, there is rusting of materials registered,
bulky oils get spoilt. This is mainly because the yard is not roofed therefore there is exposure to

rains and sunshine. This has also been evident in the sugar go down where is packed right after




manufacturing there is poor packaging, auditing. Therefore such inefficiencies hence increased

costs like stock outs, replacements hence reduced profits.

The departmental shores and offices are located at the outlets of the factory. This has made them
vulnerable to thieves and other issue. That and many other costs like costs of replacement, shock
outs, loss of goodwill have always demanded the company to meet them as per the company

records its that that has reduced the company profits.

1.2 Problem statement
Inventory management is a crucial part of the organization performance since it contributes

directly to the level of profits through the procurement function as evidenced by sugar co-
operation of Uganda limited. This organization engages in mass production of sugar and other
products like industrial spirits, molasses but it has continued to earn basically average profits by
virtue of proper inventory management. However, despite the efforts by the organization there

has been a tremendous decline in the level of profits and returns on investment as per the

company records.

1.3 Purpose of the study

The purpose of the study was to examine the effect of inventory management on the
organizational profitability in SCOUL. The organization will also be able to best inventory
techniques to apply in different stores. The study will also benefit the organization to examine
the other factors that affect its profitability. As such it will also be able to relate the inventory
management techniques and profitability in order to achieve its organizational goals.

1.4 The objective of the study

i.  To establish inventory management techniques used in SCOUL.

ii.  To examine the other factors that affects the profitability of SCOUL.,




iii.  To determine the relationship between inventory management techniques and the factors

that affect profitability of SCOUL.

1.5 Research questions
i.  What is the inventory management techniques used in SCOUL?

ii.  What are the other factors that affect the profitability in SCOUL?
iii.  What is the relationship between the inventory management techniques and the other
factors that affects the profitability of SCOUL?
1.6 Scope of the study
The study will cover the effect of inventory management on the profitability in Uganda. It will
also mainly focus on SCOUL located along Kampala-jinja highway in Lugazi town 2Kms away
from the highway. The study covers data for five years that’s from 2005-2010

1.7 Significance of the study
The following are the significance of the study.

i.  The research will be able to benefit SCOUL to identify the relevant areas to improve on

inventory management.
ii.  The study will help SCOUL to identify the other areas that affect its level of profits.

iili.  The study will also act as a foundation for other researchers who may make relevant

references in such related areas.




CHAPTER TWO
LITERATURE REVIEW

2.0 Introduction
This chapter presents the work of other scholars which will be gathered through the use of

different methods loges that will help to come up with data about inventory management and

profitability of SCOUL.

2.1 Definitions of key terms
2.1.1 Inventory management, refers to the techniques used to ensure that stocks of raw materials

and other supplies, work in progress, consumable and finished goods are kept at levels which
provide maximum service at minimum costs. Inventory management covers a variety of
activities which may vary from firm to firm. It involves activities like demand management,
forecasting future demands requirements, stock taking, stock checking and developing cost-
effective systems and procedure. Efficient inventory management requires an inventory policy
that will promote efficiency and effectiveness or safeguard assets Taylor, (1999).

2.1.2 Profitability

The amount of money an individual earns for work activity from employment or self-
employment. Profitability is always assessed in conjunction with performance and productivity,

www.hrsde.ge.ca/eng/isp/cpp/ddjuframe/glossary.shtmil.profit is the end result of operation of

organization.

According to Boggess (1999), profitability is defined as an income desired state where the
returns are over and greater than input costs. Similarly Herm Arson (1998) describes portability
as a firm’s ability to earn income which is reflected only on income statement to certify the

income generated which is greater than input costs.




Robert and Cooper (2007), indicates that leading firms are using their enhanced cost system to
design product and services that meet both customer’s expectations and can be sold at a profit

and improved quality efficiency.

Profitability is the ability of a firm or an organization to earn returns on investment (Kakuru,
2001). According to Ssemakula, (2004), profitability is the quantitative measure of a business’s

success which is the excess of revenue over expenses

2.2 Techniques of inventory management

2.2.1 Just in time
According to stoner et al (2002}, describes the just in time technique as one in which production

quantities are ideally equally to the delivery quantities, with materials purchased and the goods
produced, just in time to be used also known as Kaban. This reduces on the carrying costs,

expenses of storing and moving inventory from storage to production unit

Jordan (1997) defines just in time as a system used to minimize inventory investment and is
characterized by a move towards zero inventories and aimed at elimination of non value added

activities on the emphases of perfect quality which calls from 100% on time delivery

According to Lucey (1995), this is technique that requires items that should be bought or
delivered only when they are needed. It is a Japanese technique or approach and its aim is to

reduce investment in inventory.

However, for this technique to work appropriately, both flow of information and delivering
systems should be done at the exact time they are required by buyers (pandey, 1998 and

macharia, 2004)




2.2.2 The economic order quantify model (ECQ)
Economic order quantity is the optimal ordering quantity of an item of stock that minimizes costs

while maximizing the benefits of holding inventory. At this point total holding cost is equal to

total ordering cost, total costs is at minimum

Below is the graphical illustration of the EOQ model

Total cost

Total A .
costs ¥ Holding costs

Ordering cost

Order guantity

EOQ
Source, Kakuru (2000)
Below are the underlying assumptions of EOQ

That demand is uniform that’s certain, constant and continuous overtime.

The lead-time is constant and certain.

Meir (1999} indicates that it is important to determine the optimum level of inventory that will
minimize costs. The optimum quantity is what he called the “economic order quantity”. This is

not always effective with most organizations hence the expected profitability is not attained




2.2.3 Material requirements planning (MRP)
It is a product-oriented computerized technique aimed at minimizing inventory and maintaining

delivery schedules. It relates the dependent requirements for the materials and components
comprising an end product to time periods known as buckets’ over a planned horizon (typically

one year) on the basis of forecasts provided by marketing or sales and other input information

NK. Nair (1996)

2.2.4 The ABC analysis
In any inventory which contains more than one stocked item, some items will be more important

to the organization than others. Some items might have a very high usage rate so if they ran out
many customers would be disappointed. Other items might be of a particular high value. So
excessively high inventory levels would be particularly expensive. One common way of
discriminating different stock items is to rank them by the value of their usage. Items with a
particular high value of usage are deemed to warrant careful control for example sugar canes,
lime whereas those with low usage values need to be controlled quite so religiously like oils,
spirits. The ABC analysis is one appropriate way to control the inventory effectively. ABC

analysis is based on the pareto principle (also called the 80:20 rule, as the 20% of the population

is owned by 80% of the wealth).

The ABC analysis as an inventory control technique (system) suggests that there are a few items
which contribute most of the inventory costs and a large number of items whose cost are

relatively low. Accordingly using the ABC analysis, the inventory items are classified as A, B

and C items.
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Below is a table that shows the comparison of A, B and C classes.

Class | Degree  of | Types of | Lotsize | Frequency of | Size of safety
control records review stock levels
A Tight Accurate Low continuous small
and
complete
B Moderate Good Medium | occasional moderate
C L.oose Simple Large frequent large

Source: a Tanwine, A.Q.lakhari.

The ABC analysis concentrates on important items and known as control by important and

exception (CIE) Stonner et al, 2002).

According to Drury (1995), affirms inventory usually requires a large number of items ranging
from relatively cheap items to more expensive items. Since inventory items represent idle
money, it is rational that more control be exercised on more expensive items.

2.2.5 Vendor managed inventory (VMI]}

This approach presupposes transfer of responsibility of managing and controlling inventory from
the purchasing organization (who is the owner there of) to the supplier (seller) upon agreed
terms. The purchasing organization has the legal ownership of the goods, but the goods after
purchase will keep with the supplier and delivered to the buyers premises on the basis or order
quantity and time (how frequently } of replenishment. Modern developments have been seen the
emergence of a new practice Vendor owned inventory (VOI) where the inventory is kept at the

buyer’s premises (on consignment) and the buyer pays for what has been used/sold.




2.3 THE OTHER FACTORS THAT AFFECT THE PROFITABILITY
There are a number of other factors that affect the profitability of SCOUL other than inventory

management as identified below;

2.3.1 Taxation
This is referred to a process of administering and collecting tax. Tax is a compulsory levy

imposed by government upon assets of various categories. Imposing high taxes on raw materials
leads to prices of finished products which lower the sales turnover hence lower profits. This has
much affected the finished sugar and methlylated spirit and this has indeed lowered the profits as
per company records. On the contrary, levying lower taxes on raw materials yields high profits
for the organization in the long run (Mancisseh, 2000).

2.3.2 Productivity of the organization.

Productivity is Avery important in that, it measures the effectiveness of the firm in attaining its
economic goals. The higher the productivity of the firm, the better placed it is in reducing costs
of production produce good quality goods and services and offer them a dependable and flexible
manner to the market (Kakuru, 2004).He further explains that superior quality can be used as a
means of capturing market share thereby improving the revenue base of the firm. These will
ultimately improve the profit level of the firm.

2.3.3 Management skills

This is other factors that affect the profitability of SCOUL. Much of the people that are
employed in various positions are dingily employed for example procurement manager of
SCOUL has minimal skills as regards procurement since he was trained as human resource
manager. Such poor managerial skills can be indirect expenses. According to Lyson (2003), high

indirect expenses lead to low profitability as a result of low operating efficiency in the firm.




However, managers are to properly organize, control and coordinate the organizational

resources, highly contribute to good financial performance of the firm.

2.3.4 Competition
The level of competition in sugar industry has had a great effect on the level of profits in

SCOUL. Competition leads to over expenditure on inventory, increases costs of advertisement
which reduces on the expected profits because of increase in costs to meet the stiff competition.
SCOUL faces many competitors whom they all produce sugar with like Kakira which is
considered to be the leader in the market, Kinyara, Gim and many others. These and others have
placed a very stiff competition on SCOUL and as such it has got to meet extra cost which
eventually reduces on its profits. However competition also increases on the quality of product
and also consumer satisfaction which eventually increases on the return on investment.

2.3.5 Liguidity

It is the firm’s ability to meet the current obligations; this means that there will be high
investment in cash and other current assets (Kakuru, 1995), Pandey (1998), states that a larger
investment in current assets under certainty would mean a low rate of return of investment for
the firm, as excess investment in current asset will not earn enough return. A low investment in
current asset on the other hand would mean interrupted production and sales because of frequent
stock outs this will consequently affect the sales revenues which either reduce or increase
profitability.

2.3.6. Location of the business

Poor location may greatly affect the performance of the business while strategically located

business targets the right market which increases the organizational profitability.
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2.3.7 Information system (information flow)
There is need for good inventory control system between inventory management. This therefore

calls for an information system to supplement the other activities like planning and linking the
various departments to the procurements or stores department (Mugisha, 2000). Without the
above, there will be interruptions due to lack of feedback, low productivity, low sales that will
affect profitability.

2.4 THE RELATIONSHIP BETWEEN INVENTORY MANAGEMENT TECHNIQUES

AND PROFITABILITY
Many previous studies conducted in various industries have revealed tangible benefits generated

from efficient inventory management systems, Harrington (1999), Albar and Walker (1997) and
Brand (1996). These benefits are such as financial benefits due to reduction in cost tied with high
level of inventory, shipping and operating costs which later lead to increased profits margin.
Increased customer satisfaction in terms of reliable delivery and increased responsiveness to
changes and lastly closer coordination among channel members are other benefits recorded.
These benefits result in an improvement in the quality of products and information and an

increase in the sharing of expertise and risks which create a competitive advantage and greater

profitability.

Primary objective of traditional logistics management was the minimization of the total cost of
transport, warehousing, inventory and order processing, information systems, stock and Lambert
(1987). Progressive supply chain management encompasses the planning, directing and
controlling of the flow of products, services and information from a firm’s supplier’s suppliers to
its customers customer through intermediaries such as distributors and retailers, Anderson et al
(1997) the purpose is to coordinate activities “across the supply chain to create value for

customers which increases the profitability of a every link in the chain”

i1




A good inventory management system has always been important in the working of an effective
supply chain. New technologies and collaborative methods of working with trading partners are
set to revolutionaries this practice. Those who embrace implement lead and master those new
technologies and inventory management system methods will develop significant key
competitive edge over rival firms in the market place. In order to effectively manage products
within the supply chain requires that the inventory management system used for supply chain

management has accurate product information in the, Jeff, (2004)

12




CHAPTER THREE

METHODOLOGY

3.0 Introduction
This chapter presents the methodology that was used for the study. It states the research design,

data collecting methods, study area, study population, sample selection, data processing and

analysis. It also includes the limitations encountered in process of carrying out the study.

3.1 Research Design
The study will be in cross sectional design, the being quantitative data that was secondary in

nature and analytical design according to the research objectives. According to the research
objectives, across sectional design will be used because respondents will not be selected from

one department. The study will be longitudinal covering data from 2005 to 2010.

3.2 Population of the study.

The population to be surveyed comprises more than 1000 employs, 60 of whom belong to

procurement, others to accounts, administration, plantation, stores, human resource, and others

3.3 Sample size
A sample size of 50 respondents will be picked and interviewed by use of close sectional/

departmental questionnaires at various levels. The sample population will be divided into five (4)
and it will include (10) respondents from the procurement department, (10) representative from
the administration, 5 managers and the remaining respondents will be from the user department

and suppliers

13




The population that will be selected.

Targeted population Number of respondents
management 5

procurement 10

User department 25

Administration 10

TOTALS 50

Source; company data

3.4 Sampling procedure
The sampling procedure to be used is clustered random sampling method where employees of

the procurement and other departments at SCOUL will be chosen to answer certain questions.

3.5.0 Data sources
The study is to be based on primary and secondary sources.

3.5.1 Primary source
The primary data sources will be responses from the respondents, who will be employees from

the procurement department, administration, suppliers found at SCOUL by means of interview

guides and use of self administrate red questionnaires.

3.5.2 Secondary sources
Data will be collected from existing and relevant literature, consisting of documents, books

journals, and internet reports

3.6 Data collection methods

Questionnaire

The respondents will be asked to answer the questions set in the closed ended questionnaire for
confidentiality, accuracy and honesty as they could. Questionnaires will be administered to 10

respondents; this method is chosen because it is convenient, fast and easy way of capturing data,

3.7 Measurements of variables
Inventory management was the researcher’s independent variable; it was studied in terms of the

inventory management techniques or systems used in SCOUL such as just in time, ABC
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analysis, EOQ techniques and others. Profitability was the researcher’s dependent variable which

was studied in terms of the other factors that affect profitability such as taxation, liquidity and

competition among others.

3.8 Data analysis, processing and presentation.
The research was done by specifically making inference to available literature in order to

compare and contrast the different opinions represented by different authors. The analysis mainly

focused on identification of the differences and similarities between the available literatures.

3.9 Limitation of the study
The researcher faced a problem of language barrier; most of the employees in SCOUL are more

conversant with Swahili or Indian which was not in favor of the researcher and to overcome this

he befriended some of those who knew Swahili and English to interpret for him some cases.
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CHAPTER FOUR
PRESENTATION ANALYSIS OF FINDINGS

4.0 INTRODUCTION
This chapter contains findings relating to the personal data of respondents, inventory

management techniques, the relationship between the inventory management techniques

and the profitability of the organization, and other factors that affect profitability.

This chapter has two sections. The first section presents the demographic features of the
samples in the samples, while the second the section contains the findings on inventory

management techniques and the other factors that affect the profitability.

4.1 DEMOGRAPHIC FEATURES
The demographic characteristics are presented showing the respondents characteristics

including; sex of the respondents, level of education, departments they belong and

experience of workers in the organization.

Table 1 shows the gender of the respondents

Gender Frequency Percentage (%)
Male 20 40

Female 30 60

Total 50 100
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Table one shows that 60% of the respondents were females and 40% were male respondents This

means that the company is dominated by the females.

Table 2 shows the departments respondents they belong

Departments Frequency Percentage (%)
Administration 10 20
Procurement 35 70

Others 5 10

Total 50 100

Table 2 shows that 20 % belonged to the administration department, 70% of the respondents
were from procurement and only 10% from the others. Therefore the procurement department

had most respondents, then administration and then others.

Table 3 shows the experience of workers

Period Frequency Percentage (%)
Below 2 years 10 20

2-4 years 15 30

4-6 years 5 10

Above 6 years 20 40

Total 50 100
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Table three shows that 20% are under 2 years, 30% for 2-4 years,10% for 4-6 years and 40% for

above 6 years. Most employees have worked for over 6 years

Table 4 shows the educational level

Education level Frequency Percentage (%)
Certificate 5 10

Diploma 15 30

First degree 25 50

Masters 5 10

Total 50 100

Table four shows that 50% hold first degree, 30% of the respondents hold diplomas and those that
hold certificates and masters were 10% each. This means that most employees hold degrees in the
company.
4.2 FINDINGS ON THE INVENTORY MANAGEMENT TECHNIQUES

The followings tables show the findings on the inventory management techniques as used

in SCOUL.
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Table 1 shows ABC analysis concentrates on the important items of each inventory

Extent Frequency Percentage (%)
Strongly agree 20 40

Agree 18 36

Disagree 2 4

Strongly disagree 1 2

Uncertain 9 18

Total 50 100

The shows the ABC analysis concentrates on the important items of each inventory
because 40% strongly agreed and36% agreed, 2% strongly disagreed and only 18% were
uncertain. This result therefore shows that it concentrates on important items. This is

further seen by Dury (1995), affirms that it put more control on the more important items

and expensive items of the organization.
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Table 2 showing whether just in time technique minimizes inventory holding costs

Extent Frequency Percentage (%)
Strongly agree 25 50

Agree 15 30

Disagree 5 10

Strongly disagree 4 8

Uncertain 1 2

Total 50 100

Table two shows that just in time technique minimize inventory holding costs because
50% of the respondents strongly agreed and 30% agreed. Only 10% and 8% disagreed
and strongly disagreed and 2% were uncertain. Most respondents strongly agreed that just

in time minimizes inventory holding costs. This is evidenced by Stonner et al (2002),

who describe JIT as one that reduces carrying costs and other expenses.
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Table 3 showing whether EOQ shows the optimum inventory te hold

Extent Frequency Percentage (%)
Strongly agree 22 44

Agree 15 30

Disagree 3 6

Strongly disagree 5 10

Uncertain 5 10

Total 50 100

Table three shows the EOQ shows the optimum inventory to hold because 44% strongly
disagreed and 30% agreed. Only 10% strongly disagreed and 6% disagreed while 10%
were uncertain. Respondents strongly agreed that EOQ shows the optimum inventory to
hold and indeed this is more seen in Meir (1999) that indicates that EOQ determines the

optimum level of inventory to hold that minimizes costs.
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Table 4 shows whether VMI does not take off the responsibility from the buyer to manage

inventory

Extent Frequency Percentage (%)
Strongly agree 5 10

Agree 3 6

Disagree 15 30

Strongly disagree 22 44

Uncertain 5 10

Total 50 100

Table four shows that VMI does allow responsibility off from the buyer since only 10%

strongly agreed and 6% agreed while 30% disagreed and 44% strongly disagreed that

VMI does not take off that responsibility the buyer to manage inventory. Therefore VMI

takes off the responsibility to manage inventory by the buyer and this is further seen in

stores and inventory management by BALUNYA that defines it as actually transfer of

responsibility to manage inventory and control from purchasing organization to the

suppliers upon agreed terms.

22




Table 5 shows whether material requirement planning operates on forecasts

Extent Frequency Percentage (%)
Strongly agree 30 60

Agree 10 20

Disagree 5 10

Strongly disagree 3 6

Uncertain 2 4

Total 50 100

Table five shows that MRP operates more on forecasts since 60% strongly agreed and 20%
agreed while only 10% disagreed and 6% strongly disagreed. Therefore the MRP operates on
forecasts and this is emphasized in Nk.Nair (1996), indicates that it rates to the dependent
requirements for the materials and components comprising an end product on time periods on the

basis of the forecasts provided by marketing and sales and other input information.
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Table 6 shows whether just in time technique emphasizes zero inventories

Extent Frequency Percentage (%)
Strongly agree 10 20

Agree 30 60

Disagree 2 4

Strongly disagree 5 10

Uncertain 3 6

Total 50 100

Table six confirms it that just in time emphasizes zero inventories because 20% strongly agreed
and 60% agreed while only 4% agreed and 10% strongly disagreed and 6% were uncertain. IT
emphasizes zero inventories since respondents agreed so and this true in Jordan (1997), defines
JIT as one that is characterized with a move to minimize towards zero inventories aimed to

minimize non value added activities.
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4.3 FINDINGS OF THE OTHER FACTORS THAT AFFECT THE PROFITABILITY

OF THE ORGANIZATION
The table below shows the findings on the other factors that affect profitability

Question SAl% |A |% (D |% |SDi% |U | % | Total

Taxation reduces the profitability 25 (49 (10|20 |5 |10 |5 |9 (2 |3 |100

Quality production increases |30 |60 (15 |30 (3 |5 (1 |2 (2 [3 |100

profitability

Inefficiency of the employees reduces | 15 |20 (20 {40 |5 |10 |5 10|10 (20| 100

returns

Competition leads to incurring |28 [55 [10 [20 |5 ({10 |3 {5 [S |10} 100

unplanned costs

Information flows do not affect|3 5 |5 10 |18 |35 120 14015 110|100

profitability

The table shows taxation reduces the profitability of the organization since 49% strongly
agreed and 20% agreed while only 10% and 9% while 12% were uncertain. Taxation
majorly reduces the profitability because respondents strongly agreed and indeed this is
as per the company records of 2010 shows how various taxes on spirit and sugar have

reduced the daily returns.

The table shows that quality production increases the profitability of the organization
since 60% of strongly agreed and 30% agreed while only 10% disagreed and 10% also

strongly disagreed and 20% were uncertain .Quality production indeed increases the
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profitability because respondents strongly agreed and this is further seen by (Kakuru,
2004) explains that superior quality production can be a means of acquiring a market
share they by improving their venue base of the firm. This will definitely improve the

profit levels of the company.

The table shows that competition leads to incurring unplanned costs because 20% strongly
agreed and 40% agreed while only 10% disagreed and 10% strongly disagreed, though 20% were
unsure. Competition leads to incurring of unplanned costs that reduce profits since they agreed to
it and it’s true with the company records that it incurs costs like advertising and other expenses

due to their competitors like KAKIRA and GIM sugar companies.

The table shows that inefficiency of employees reduces returns this is very true because
55% strongly agreed and20% agreed to it while only 10% disagrees and 5% strongly
disagreed and 10%were uncertain. Indeed inefficiency of employees strongly reduces the
returns of the employees and this is seen with Lyson (2003), those high an indirect

expense that arises due to inefficiency of employees reduces profits.

The table above shows that information flow affects profitability since 40% strongly
disagreed and 35% disagreed that information flow doesn’t affect profitability. Only 5%
and 10% strongly agreed and agreed respectively that information flow doesn’t affect the
profitability. This is further studied by (Mugisha, 20060} who calls for an effective

information flow that supplement the activities and link it to other departments hence

profitability.
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4.4 FINDINGS ON THE RELATIONSHIP BETWEEN THE INVENTORY
MANAGEMENT TECHNIQUES AND OTHER FACTORS THAT AFFECT

PROFITABILITY
The table below shows the findings on the relationship between the inventory management

techniques and other factors that affect profitability of the organization

Question SA|% |A |% |[D |% [SD|% | U |% | Total
There are other factors that affect 30 |60 |10 (20 |5 (10 |_ |0 |5 |10 |100
profitability other than inventory

management

New technologies in inventory 10 120 |2 |4 |18 |36 (20 |40|_ |0 |100

management affect profitability

EOQ has reduced profitability of 0 0 |20 |40 [30 |60 0 |100
organization

Just in time affects profitability 0 0 (20 |40 (30 |60| |0 |100

The table above shows that there are other factors that affect profitability other than
inventory management because 60% strongly agreed and 20% agreed while only
10%disagreed and others were uncertain. According to those results there more other
factors other than inventory management and this is further evidenced with effect of

factors like competition, taxation, liquidity and others
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The table above goes on to show that new technologies in inventory does not affect
profitability since 40% of respondents strongly disagreed and 36% disagreed and only
20% strongly agreed and 4% agreed .So according to those results its true they instead
increase the profits on adoption. This is true also with Jeff (2004), who embraces them to

various companies in order to gain competitive edge over their competitors.

The table shows also that the EOQ technique rather increases profits than reducing it
because respondents strongly disagreed by 60% and 40% disagreed that the EOQ dose
reduces the profitability of the organization. This is very true since even Meir (1999),
indicates that it’s important to apply it in order to minimize costs since it shows the

optimum inventory to hold to maximize profits

The table above shows the that JIT doesn’t affect the profitability of the organization
since 60% of the respondents strongly disagreed and 40% disagreed that JIT affects the
profitability of the organization. This is further evidenced by Lucey (1995), defines JIT

as a Japanese technique that aims to reduce investment in inventory.
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5.0

CHAPTER FIVE
CONCLUSIONS AND RECOMMENDATION OF THE STUDY FINDINGS

INTRODUCTION
This chapter contains the summary, conclusion, recommendations of study and areas of

further studies. The summary focuses on the findings and conclusions based on the
findings on the study. The recommendations are aimed at improving on the inventory
management techniques at Sugar Corporation of Uganda limited (SCOUL) and other

organizations and how to overcome other factors that affect profitability.

5.1.0 SUMMARY OF THE FINDINGS

5.1.1 Summary on inventory management techniques

The researcher found out that Sugar Corporation of Uganda limited (SCOUL) mainly
uses EOQ technique other than any other system at over 60% .This has helped to show
which optimum inventory to hold at time.ABC analysis also helps to concentrate on more
important item. It has been found out that JIT minimizes the inventory holding costs and
emphasizes at zero inventories and also that MRP also operates on forecasts at this is

done at 15% m SCOUL.

5.1.2 Summary on the other factors that affect profitability in the organization.

The researcher found that there factors that affect profitability in SCOUL such as
taxation, employee skills and many other. Taxation reduces the profitability at 49% and
also it was found out that competition has led the company incur unplanned costs like
advertising costs. The inefficiency of the employees due to poor skills has also reduced
the profitability of the company at 55%.1t was found out that information flows do affect

the profitability at 40% in case its not effective.
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5.1.3 Summary on the relationship between inventory management and
profitability.

5.2

5.3

The researcher found out that there many other factors that affect the profitability other
than inventory management techniques. These factors include taxation, liquidity,
information flow, management skills, location and many other factors. It was also found
out it the EOQ increases the profitability at about 60% and also JIT dose not affect much

the profitability. The new technology in inventory management affects profitability.

CONCLUSION AS PER THE SUMMARIES
From the above summaries, the researcher draws the following conclusions;

The study concluded that the techniques of managing inventory are material requirement

planning, vendor managed inventory, just in time, economic order quantity and ABC.

Inventory management has the greatest influence on profitability of an organization,
However, the study concludes there other factors that have an impact on organization

profitability like taxation, competition, unskilled labour and others.

MANAGEMENT AND POLICY RECOMMENDATIONS
Basing on the study the researcher suggests the following policies to SCOUL’s

management and other researchers to adopt the following inventory management

techniques

i.  Information systems should be installed for effective monitoring of inventory
since techniques like just in time can only be effective under the inventory

management information system.
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ii.

iil.

iv.

Sugar corporation of Uganda limited (SCOUL) should ensure that workers attend
seminars that impart proper knowledge of their operations for efficiency and
improve their skills.

The government should sensitize its citizens against the company’s properties like
the distant plantations and offices.

Proper storage equipment that is efficient should be procured by Sugar
corporation of Uganda limited (SCOUL) so as to keep their surplus sugar, spirits

and other products.

5.4 AREASFOR FURTHER RESEARCH

1.

ii.

jii.

How profitable can a company be without proper inventory management?

Has inventory management been a success for big companies and is that the
reason for their profitability and growth.

What skills are required by a procurement manager to effectively manage

inventory of an organization for profitability?
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KAMPALA INTERNATIONAL UNIVERSITY BUSINESS SCHOOL

QUESTIONNAIRE

Dear respondents,

I am, Nanyonga phionah Lukens a third year student of Kampala International University

Business School undertaking a research study under a topic “the effect of inventory management

on profitability”. The study is for academic purpose only and to fulfill the partial requirements

for the award of a Bachelors degree in procurement and supply chain management.

Questions have been designed either ticking a response in space or appending or otherwise.

SECTION A: PERSONAL DATA

1. Gender

Male

Female

2. In what department do you belong?

Administration

3. How long have you been

Procurement

with the company?

Under 2 years

2-4yrs

4, Education level

Certificate

Diploma

4-6yrs

First degree
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Other (specify) ooovveneiiiiiininnin.

over 6yrs

Masters




Please indicate the following statements the extent to which you agree or disagree by ticking;

SA=strongly agree, A=agree, D=disagree, SD=strongly disagree, U=Uncertain.
SECTION B: INVENTORY MANAGEMENT TECHNIQUES IN COMPANIES

SAGS)

A[d)

D(3)

SD(2)

oD

ABC analysis usually concentrates on important items of each

inventory in the company

Applying Just in time always minimize inventory holding

costs in the company

If EOQ is used it can show the optimum inventory to hold

in the company

Sometimes the company uses Just in time technique which

emphasizes zero inventories in the company.

VMI does not take off the responsibility from the company
to manage stock to the suppliers.

Applying MRP means operating on forecasts in the
company
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SECTION C: THE OTHER FACTORS THAT AFFECT PROFITABILITY

SA(5) | A@) | D3) | SD@)|U(l)

Taxation has always reduced the profitability of the

company

Quality production has been the main reason to the

increase of profitability of the company.

Inefficiency of the company employees has reduced has

led to the reduction of profits

Competition in the industry has caused the company to

incur unplanned costs

Information flows in the company do not affect its

profitability
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