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CHAPTER ONE
INTRODUCTION

1.1 Background of the study

Inventory management is very essential for contrglland managing assets by
facilitating the appropriate data of receipts obd®, movements of goods from place to
place within the company, dispositions of goods] &m precisely know the status of
good remaining at the store in time. This resedr@s to indicate the problems of
inventory management system in Ethiopian Telecomaations Corporation central
warehouse. As Jon Schreibfed€008) mentions that inventory management system

have the following characteristics:

I. Each warehouse has to establish an approvedk $iki and assign and use bin
locations.

Il. Process paper work in timely manner and make that every employee is aware of
the cost of bad inventory management.

[ll. Ensure that stock balances are accurate afidemain accurate and the inventory
management consideration should be part of copatedtegic planning.

IV. Initiate an ongoing dead stock and excess itorgrcontrol program.

This shows that variety of items stored is so latigat a planned handling and

controlling system is necessary to keep them safetlyin order to know precisely the

status of goods remaining at the store in timethdre is inaccurate inventory

management system can bring out of stock itemsesuit incorrectly reported assets

ad also bring problem in carrying out the perforoeaaf the company.

1.2 Background of the Ethiopian Telecommunication€orporation
Ethiopian Telecommunications Corporation (ETC) isargést state-owned

telecommunication service provider in Ethiopia #aded in Addis Ababa.

The first telegraph line in Ethiopia was constrdcte the year 1897-1899 between the
cities of Harar and the capital Addis Ababa. thaswextended in 1904 by a line that run
from Addis Ababa through Tigray in to Eritrea amdMassawa; and the next year by a

line again from Addis Ababa to gore in the proviotdllubabor and Jimma in kaffa.



The first telephones were brought by Ras mekonran ftaly in 1890, and connected
between the palace and the imperial treasury; thend of disembodied voices
frightened the local priest, who through it was twerk of demons. The emperor
menelik 1l responded to their protest with disdand later used the telephone to give
orders to his provincial governors. Emperor Hagdassie had begun the process of
introducing radio transmitters to the country forilan and military use in the years

before the Italian invasion.

According to the Ethiopian telecommunication cogtimn (ETC), the average rural
inhabitant of Ethiopian has to walk 30 kilometecs the nearest phone. The ETC
announced 7 September 2006 a program to improvenaaicoverage, and reduce the

average distance to 5 kilometers.

The Ethiopian telecommunication corporation (ET@yves the whole country in
facilitating information. Hence, the corporationgiooulder its tasks has a central ware
house which is structured at division level in Agldibaba in the sub city of cherkos in
Keble 50 with a major duties and responsibilitiés o

I. Material procured from foreign markets and stfategic material procured by the
corporate procurement organ have to be held atatemarehouse till arrangement
made for dispatching to the respective areas.

II. Material procured by corporate procurement argsa distributed accordingly to
preplanned requirements to projects, regions, zengs

Thus, this study tries to asses; the inventory mameent system used in.

1.3 Statement of the problem

Good and systematic invitatory management will hilp corporation to effective and
efficient. However, Ethiopian Telecommunications r@wation does not give the
required level of attention, to the importance aglévance of inventory management.

Those purchased and donated assets in central ouselihave some problems. Thus,



this study assess how purchased and donate assetsaaaged and control by asking
the following basic questions.

1.4 Basic questions

I. What kind of inventory system is applied i tbentral warehouse?

[I. What kind of organizational manual follow andvih to manage inventory central
warehouse?

[ll. What techniques should be used to known annaasumptions?

IV. What is the attitude of employees on the eRrggtinventory costing or cost flow

assumptions?

1.5 Objectives of the Study
1.5.1 General Objective

Assessing how procured and donated assets in khiopelecommunications
Corporation (ETC) are managed and controlled amtdpose possible solution for the
problem.

1.5.2 Specific Objectives

The followings are specific objectives:-

1. Assess the kind and challenges of inventory gpamant system and recording.
2. Assess whether timely and appropriate manpasveraicticed to carry out tasks.

3. Bring the attention of the concerned body fatHer study.

1.6 Significance of the Study
Assessment of inventory management system in thteatevarehouse
¢ Give an insight to the corporation how the procuesdl donated assts are
managed, controlled and show clearly how maximuigh @mimum levels of
stocks are kept at their optimum.
¢ The study has its own part in reflecting the reakcpce of warehouse inventory

management.



¢ By finding out realities and suggesting feasiblatsigies it will contribute for
better inventory management system in the centaatmouse.

¢ It can also serve as stepping-stone for furthexanreh work.

1.7 Delimitation of the Study

Though the Ethiopian telecommunication corporatias stores for its equipment and
other office material all over the country; thisearch would focus on the inventory

management system of central warehouse locateddisAibaba.

1.8 Research Design and Methodology
1.8.1 Research design

The research method followed by quantitative apgrods part of research looking at
certain characteristics (variables) to show somethinteresting about how they are
distributed with in a certain population. A varialiieed to be measured for the purpose
of quantitative analysis.

A guantitative approach useful to assess the imvgmontrol in central warehouse, the

guestionnaires and interview checklist, develop.

1.8.2 Population and Sampling technique

Population of the study focus on employees in eéntvarehouse of Ethiopian
Telecommunications Corporation. The technique uledsampling is availability

(comprehensive) sampling technique to sample relpus. So, the paper use a

population of 20 individuals and 100% of them ample size.

1.8.3 Data collection Instrument
The following are the main methods used for dathecton. The study uses both

primary and secondary sources of data.

Questionnaires - Questionnaires are prepared and collected fdhiofian
telecommunications central warehouses, so thaant leelp to analyze the required
information from those concerned personals in ditee questionnaire is prepared in

Amharic for ware house employees for easy undetsignof points so as to get



appropriate feedback. This method of data collechielps to get relevant information
how the assets in the central warehouse are haadt&dontrolled.

Interviews: - presented for two or three, that is, from thenagers of the warehouse as
needed as possible, so that some missed and impanfarmation can be obtained,

other than the questionnaires.

Observations: - Observations of the central warehouse assets rmgodioding,
arrangement (handling and controlling) system beenled by preparing checkilist.

Finally the information be analyzed and interpreted

1.8.4 Document analysis
Document analysis is also part of this study. Tdhats from records, annual reports and

audit evaluation were assessed.

1.8.5 Data analysis method

The data collected would be analyzed qualitatieglg quantitatively, thus, observation
reflects the perception of the participants and tbsearcher. Hence, the feedback
organized and interpreted in qualitative terms.tl@ quantitative part questionnaires

collected analyzed in percentiles and correlatet thie qualitative repose.

1.9 Organization of the Study

This paper would have four chapters. The first trafocuses on the problem and its
approach of the inventory management system inralemtarehouse of Ethiopian
Telecommunication Corporation.

The second chapter presents the review of relditardture. The third chapter includes
presentations, analysis and discussion on thenfysdof the data. The summary of the

findings, conclusion and recommendations are ptedenn the forth chapter.



CHAPTER TWO
REVIEW OF RELATED LITERATURE

2.1 Meaning of Inventory

There is different kind of definitions, but as Papd1995) defines the term inventory
refers to current assts which will be used in pabidm or sold in the future in the normal

courses of business operations. Inventory is assecg current asset that permits the
production sale process to operate within minimumdsturbance, like accounts

receivable, inventory represents a significant rnooyiinvestment on the part of most

firms. Inventory management is concerned with keggnough inventories on hand to a
void running out of stock while at the same timeinteang a small enough inventory

balance to allow for a reasonable return on investm

2.2 Typesof Inventory

According to Smith (1997), there are three typesnekntories: raw material, work

process and finished goods inventories.

2.2.1Raw Material Inventory
Consists of items procured by the firms for uséhim manufacture of a finished product.
If a firm manufactures items that has been purchdsan another company or from

another division of the same firm it is called renaterial inventory.

2.2.2.Work in Processnventory

Consist of all items that are currently in prodactprocess. These are normally partially
finished good at some intermediate stage of comigeti An inventory of partially
completed units allows the separation of diffengiméses of the production process. The
amount of work in process inventory is in part adion of the type in product: the

measurement period, and the nature of the produptiocess“(Smith; 1977)”.



2.2.3.Finished GoodsInventory

Consists of items that have been produced contplete not yet sold. An inventory of
finished goods allows separation of production freelling. With a stock of finished
merchandized on hand, a firm can fill order as thieyreceived rather than depend up on

the completion of production to satisfy demands‘¢8ni1977)”".

2.3.Inventory System
The practice of inventory system enables the omgdioin or company to be efficient and
effective in it its manufacturing performance. Thas Simons, a (1977) states system of

inventory is either as a periodic system or pergetystems.

2.3.1.Periodic Inventory System
Relies on a physical count of the goods on hanthasasis of control, management
decisions, and financial accounting. Although friscedure may give accurate results on

a specific date, there is no continuing recorchefinventory“(Simons, 1977)".

2.3.2.Perpetual Inventory System

Requires a continuous record all receipts and watlel of each items of inventory. The
perpetual record some times is kept in terms ohtities only. This, procedure provides
a better basis for control than is obtained underpteriodic system. When the perpetual
system is used, a physical count of the goods oveydtie business enterprises must be
made periodically to verify the accuracy of thedantories reported in the accounting
record. Perpetual or book inventories can be kepélims of both quantities and costs.
Inmost manufacturing and trading companies, pegb@wentory system is adapted as it
enables continuous check and control over invesdoas well as immediate data
concerning inventory position. Thus, purchasing pratluction planning are facilitated,
supplies at hand are assured, and losses due tagdaamd/or theft are clearly known
“(Simons, 1977)".



2.4. Types of demand inventory
The inventory management activity is concerned wite planning and control of
inventories. There are two general types of invent(bteven A. : 1994:25)

1. Dependant demand inventory and

2. Independent demand inventory
Dependant demand inventory is made up of inveritergs that are consumed with in an
organization to produce a finished product.
Independent demand inventory comprises inventteyns consumed by customer’s

external to the organization.

2.5 Purposes of inventory

* Inventory exists for many purposes including:

* To provide and maintain good customer services.

* To smooth the flow of goods through the producprecess.

* To provide protection against the uncertaintiesugfply and demand.

* To obtain a reasonable utilization of people and@gent.

For every item carried in inventory, the cost ofihg it must be less than the cost of

not having it. Inventory exists for this reasonr&go(Donald W.Dobler 2002:202)

2.6 Cost allocation method (valuation of inventory)

According to international accounting standard, itheentories should be valued at the
lower of “historical cost” and “net realizable valu each inventory method have certain
advantage and shortcomings. in the final analybis,selection of inventory evaluation
method is a managerial decision. However, the nietised in financial statement always

should be disclosed in notes accompanying therstate

2.7 Importance of valuation of inventory

Valuation of inventory is important for various seas, which are mentioned as follows:-

» To know the value of each category in the warehouse



> To see the trend of value of different categorigg\entories in the warehouse.
» To know the quantity and the value of the inventwith out stocktaking.

» To prepare accurate materials budget.

The most widely used method of valuation of inveynis:
a. firstin, first out method (FIFO)
b. Last in, first out method (LIFO)

c. Weighted average method.

2.7.1 Firstin, first out method (FIFO)

The distinguishing characteristics of the FIFO rodtlare that, the oldest purchase cost
are transferred to the cost of good sold, whilentlmst recent costs remain in inventory.

By assigning lower costs to the CGS, FIFO usuallyses a business to report some what
higher profit its then would be reported under titeer inventory valuation method.
Some companies fever the FIFOmethd for financipbriéng purposes, because their
goal is to report the highest not income possibler income tax purpose, however
reporting more income than necessary results isngaynore income taxes than

necessary.

Under this method it is assumed that the materiglomds first received are first to be
issued (sold). According to this method, the irteenon a particular data is presumed to

be composed of the items, which have been acquoicesd recently.

The FIFO method of valuation of inventory is partar suitable in the following
circumstances:

1. The material is perishable in nature.

2. The frequency of purchase is not large.

3. There are only moderate fluctuations enfghices of material or goods purchased.

4. Material is easily identifiable as belongingptrticular purchase.



2.7.2 Lastin, first out method (LIFO )
This method assumes a flow of inventory costs basethe assumption that the most
recently purchased good are sold first, becausemucosts are incurred to make current

sales and to maintain adequate inventories on hand.

Under this view, the latest costs are most cloaslociated with current revenue; thus
the matching principal of income measurement isi@@rout. This assumption is not in

accordance with the physical flow of merchandisenost business. Yet, there are strong
logical arguments in support of the LIFO methodddition to income tax consideration

supporters of this LIFO method contend that thesuesament of income should be based
on current market conditions. Thus current reveshumuld be off set by the current cost
of the merchandise sold by the LIFO method thescassigned to the cost of good sold

are relatively as the system form the most recerthase.

In the common situation of rising prices, these tmesent cost is also the highest costs.
By reporting a higher cost of goods sold than tefwm other inventory valuation
method, the LIFO method usual result in lower td&abcome. In short, inventory costs
rising, a company can reduce the amount of itsnmetax obligation by using the LIFO

method in its income tax return.

Advantages
= |t takes in to account the current market condgiarile valuing material issued
to different job or calculating the CGS.
» The method is used on cost and there fore, no limedgprofit of loss is made on
account use of this method.
» The method is most suitable for materials thataréulky and non-perishable

type.

2.7.3 Weightedaveragemethod



This assumption values all merchandise units soddumits remaining in inventory at the
average per unit cost. (IN effect, the average cwosthod assumes tat units are with

drawn from the inventory in random order).

Weighted average prices method is very popularwataof its being on the total quantity

and value of material purchased besides reducintheuof calculations.

2.7.4 Specifiddentification

This method is best suited to inventories of higicqa, low volume items. This is the
only method that exactly parallels the physicalflof the merchandise if each item in
the inventory is unique as in the case of valughliating, custom jewelry and most real
state. The specific identification method has duaitive appeal, because it assigns actual
purchase costs to the specific units of merchansbée or in inventory. However when
units in inventory are identical, the specific itBcation method may produce
misleading results by implying differences in vatbhat under current market conditions
do exist.(Edmonds,2003:189)

2.8 Inventory cost structure

The management of inventory is part to providertiles of inventory one the one hand,
and control the cost of inventory on the other. @ngortant perquisite to under take this
task understanding the make up and structure oh#iseciated costs of the inventory

investment. These are discusses below.

2.8.1.Costof an item

Concerned the cost of buying or producing the imigial item held in inventory. volume
often reflect on the cost of an item as quantitscdunt can be secured for purchased
items and services and also non variable cost ascbver heads which can be spread

over the great number of items produced.



2.8.2.0rdering and setup costs

Costs related to the ordering and provision ofv@igiquantity. Any costs associated with
arranging and providing products and servicesitiaib this category. They include order
preparation and placement, monitoring the ordesndport, receiving and invoice

reconciliation and payment.

2.8.3.Carrying costs

Concern the costs of holding inventor. these inedutthe cost of the investment itself, the
storage costs including space and insurance andot$teof deterioration, obsolescence,
and losses that occur during the period in whi@hitiventory is held awaiting its use in

the process or scale to a customer.

2.8.4. Stockout costs
Reflects the economic consequence of running ostaak. This concerns the lost profit
on a particular sale and any loss of customer geitidoccasioned by the later or no

delivery of a product or service (Terry Hill; 20Q05).

2.9. Inventory Control Techniques

There are number of techniques which play an ingmbrtole in the inventory control
program. These techniques are very helpful in mafieation of inventory control
approach and assists in formulation of inventorytad policies. Some of these
techniques forming part the inventory control perygrare:-

i.  Economic order quantity

ii.  ABC analysis

2.9.1 Economic order quantity(EOQ)
The economic order quantity “Q” is quantity, whigtinimize the sum of the acquisition
cost and the inventory currying cost that is reldtethe minimum “variable costs”. The

economic order quantity minimizes the total amaoHt.



2.9.1.1Determining Economic Order Quantity (EOQ)
The economic order quantity “Q” is the quantity, igth minimize the sum of the
acquisition cost and inventory, currying cost tisathe quantity related to the minimum

“variable costs” the economic order quantity equatninimize the amount costs.

Variable Costs

Both acquisition costs and inventory carrying a@sly according to quantity ordered.
There are number of factor which influences theugtion cost and inventory carrying
cost.

Both these discusses in the following sections.

A) Acquisition cost

Inventory acquisition cost is the cost of procurimgventory procurement and
procurement policies. Issuing large number of aydevolves a lot of effect and adds to
cost. Consolidation of requirement results in lessber of orders and therefore reduces

acquisition cost.

The various elements of the acquisition cost calisbedl
Cost of building for the purchase department amdidintains cost
Cost of paperwork

Y V VY V

Cost of utilities such as computer terminals, typéers, photo copying

machines, etc.

B) Inventory-Carrying cost
Carrying cost of inventory is an important elemehtproduction activity, various
elements of inventory-carrying cost are:
> Interest on the inventory investment
Overhead wages for the storage space
Cost of handling in stores division
Obsolescence cost
Insurance cost for the material stored
Depreciation
Taxes (Saxena;2008:212-214)

YV V. V V V VY



2.9.2 ABC Analysis

The ABC approach is a simple approach to inventoapagement in the basis idea is to
divide in to three or more groups, a big organ@athas a very large number of items,
Sometimes 5,000 to 10,000. All items cannot bemjigqual attention. It is essential to
determine the items or group of items that des#rgenaximum control. One of the most
important considerations for control is the valdeaonual consumption of inventory

items. It has been observed that a small numbarvehtory items consume very large

number share consumption during the year. Furthditter larger share of inventory

items covers a moderate share of annual inventomguomption, going the year. This

brought out of the concept of ABC analysis. Varistisdies have shown that only 10%
of items have 70% of annual inventory consumptBaxgna, 2003:245-247).

2.10 Internal control

Internal control has different definition. Howevdgin, (2002) states as the efficiencies
of the organization to safeguard its assets; chibekaccuracy and reliability of its
accounting data. So, the further elaborates thatrial controls not only internal check
and internal audit, but the whole system of costrihancial and otherwise formed by
the management so as to carry on the businesgafotimpany, and search accuracy as
much as possible and reliability of records. Inrsttathis idea, AICPA (American
institutes for certificates of public accounts) saynternal control as a coordinated
method and measures with in accompany used tosaf@ssets, check the reliability
and accuracy of accounting data, facilitate openai efficiency and encourage
commitment to suggest managerial policy so, infecnatrol enables the organization to
check how activites, assets, and financial thetjposof performance of the organization.
This function provides basic information on whaéde to be purchased or ordered at any
given time. The use of EOQ (Economic Order Quantiyll be determined by the
inventory policy, which governs the investment imtcgy at any given period. An
inventory policy may be influenced by financialwasce of the firm, future plans, current
market conditions and lead-time in the purchasemafterials. (Donald W.Dobler,
2003:110)



COMPANY-WIDE IMPLICATION OF INVENTOR CONTROL
There is a general need for training, productiod parchasing department personnel
need to understand some of the fundamental inwetartrol techniques that have been
developed over the years.
These techniques help to answer questions like:-

- When do you place and order?

- How much should you order?

2.12 Provisioning of materials

The maintenance of material and spare parts coNekiral of supplies, which are
necessary to keep equipment operating satisfactmd to keep production at the desired
Quantity and quality levels.

+ Because of variation in the frequency and ratearfsamption of common use
items, tend to level over a number of consumingigoand more time can be
spent on the speculation of option ordering questitstock level for each
individual item.

¢ The role of replenish of items is to ensure thadyeand efficient functioning of
the operation needs.

+ There should not be a trial and error policy ineaghment of stock items

+ Probabilities of running out of stock with diffetlevel have to be taken into be
taken into account. The issued stock has to beacegl by fresh arrivals to
achieve the desired aim.

+ To act systematically, the stock control, fixes filowing different level:-

= Maximum level

= Minimum level

» Reorder level

» Hastening action level and buffer stock level



Maximum stock level
Maximum level represents the level, wich the statkand is not allowed to exceed the
guantity level. The maximum quantity to be heldstnck is not being more than three

years consumption.

Minimum stock level
Minimum level represents the level, which the statkand is not allowed to exceed the
set quantity level. The maximum quantity to be heldtock is not being more than three

years consumption.

Re-order level
The reorder level is fixed between the maximum amgimum level of stock. Re-order
level is usually a little higher than the minimum protect an abnormal usage of

materials.

Hastening action level
When the quantity is below the minimum, it is thege at which emergency and
immediate steps have to be taken for getting theksteplenished. The quantity may not

exceed three quarter of lead-time consumption.

Buffer stock level

It is additional stock kept on hand as reserveguvoid temporary out of stock situation.
The quantity on hand at this stage is to be isssskd on priority of emergency or
rationing. The quantity on hand is not more tham ¢cbnsumption of one quarter of the

lead-time.



CHAPTER-THREE
DATA PRESENTATION, ANALYSTS AND DISCUSSION

3.1 Background Information of store Keepers

These parts of the study present and discuss thecdlected on inventory management
system of the central ware house at Kirkos sub i@iddis Ababa. As mentioned in the
methodology part of this study different tools cdtal collection were used. Thus,
guestionnaire was prepared for storekeeper andviete for Head of the central
warehouse and store supervisor. On top of these,cémtral warehouse and audit
documents were observed.

The questionnaires are presented and analyzeohgthdm storekeeper’s background.

Primary data

Table I: Store Keepers Profile

Background Information Total number | Percentage (%)
Female 6 33.33
Sex
Male 12 66.66
Total 18 100
12 complete 6 33.33
Quialification Diploma 6 33.33
1% Degree 6 33.33
Total 18 100
) 3-6 Year s 12 66.66
Experience
6-20 Years 6 33.33
Total 18 100
20-23 Years 8 44.44
Age
25-50 Years 10 55.55
Total 18 100

Source: from ETC Human resource Department



Since the size of the workers are manageable quesire were distributed to all of
them, which are 18 in number. Among the total papoh female respondent accounts
6(33.33%) and 12 (66.66%) are males. And, regarthegy educational back ground
6(33.33%) have first degree, 6(33.33%) have diploam 6(33.33%) secondary
education complete (Department of HRM in centraleN@ouse).

The other point of discussion, which has impactamying inventory management in the
warehouse, is the experience of workers in the. &teace, 15(83.33%) of them have a
total service of 3-6 years while one of them hasvab20 years. Meanwhile, the other
guestion asked was to know their stay in the cent@aaehouse. They all replied that they
have a service of 4-6 years.

Thus, the background of the respondents showedhbgthave enough experience and
good academic qualification to actualized good imegy system in the central

warehouse.

Table II: Inventory system used in the corporation

Description Periodic Perpetual Any other
Over all inventory system 18 - -
Total 18 - -
Percentage (%) 100 - -

Theoretically, as it stated in the literature pdttere are two types of inventory
accounting systems; periodic and perpetual. Oftwteinventory systems, 18(100%) of
the respondents replied that Ethiopia TelecommtioicaCorporation in the central
warehouse uses the periodic inventory system termdte the amount of ending

inventory and inventory sold during the period.

To make the supplies available the corporation gnepschedule of shortage and overage
at the end of each year. Each store may show #isagrt different between the physical
count and the store record in a bin card, becausanger of reasons stated by the
finance department as follows:




\ Poor internal control system.
\ Absence of sufficient employee each store

\ Poor storage it self

For instance, based on the observation made bsetearcher in the telephone store, the
warehouse has a total physical inventory for reppt@ephone that show 8432 units but

the bin card balance shows 8418 high shortage aedage difference on the same

inventory items observed.

Table Ill. Coding system

Descriptions No. of Percentage
respondents (%)
How is the coding Excellent 6 33.33
system of inventory in Good - -
the central warehouse?| To some extent good 9 50
Fair 3 16.67
Bad - -
Total 18 100

As it is shown in the table 1ll, 9(50%) of the resplents that the over all coding system
of the central warehouse is to some extent go@8.88%) said that the coding system is
excellent and 3(16.66%) replied that it is fairughit can be said that the coding system
in the central warehouse of the corporation isafiitient.

On top of closed end questions, open were prepareas the respondents can say their
free idea on the issue of inventory managemenesystf the central warehouse. Thus,
their feedbacks are summarized as follows.

Regarding whether there is a maximum budget limitamnual basis for purchase of
goods and equipment: 15 (83.33%) of them saidttiegt do not know and added that it
is not their duty and responsibility.



The second question forwarded was who is respanitdsk for purchase of goods? The
majority of participants 12(66.66%) revealed thhe tquestion is forwarded from

different sections and department of the corponat®ince, their question is not cross
check with the stock there is a possibility of giase of over number of goods. In
addition, since the employees of the central warsalo not participate at the time of
budget allocation unnecessary and additional butiggtbe allocated and on the contrary

shortage of budget (goods) may also happen.

The third open end question was whether therevisidn of responsibility and duty
among them on inventory management system and vilhbamdle the control that will
do what. All the respondents responded that theneoi any division of labor among
them. And they did not mention who will control sg@ersons activities. How ever, there
is a store supervisor and that of head, sub divisidhe central warehouse. It seems that
there should be division of labor to efficiently darffectively utilizes the central
warehouse goods and minimize duplication of effartd employees to be accountable to

their work.

The fifth open-end issue was whether there indadtionew employees about their duties
and responsibilities or nor. All participants refied that there such tradition. On the
other hand, 12(66.66%) of them said that therenigob training to practice modern
inventory management system in the central warehodsis indicates that except
informing new corners how to carry their duties @gio attention is not given to practice

modern store management in the warehouse.

The last two open-end questions were to forwardhthbst challenging things to shoulder

their responsibility properly and the solutions tleem.

As to the most challenging problems in their ptiororder, 15(83.33%) of them
responded that, there is a problem of space anchtmt collection of (used) goods. And,
suggested that there should be additional stord@dascard the used goods by forming

task force. The second problem they mentionedas tthe inventory management does



not take the price of goods in to consideration stmattage of workers to properly handle
the inventory activity. This indicates that modementory system is not applied and also
the numbers of workers are not enough. The othabl@ms forwarded are: no timely
inventory system and it will not be completed; ehex a damage of goods due to rain and
rust; and no new inventory management mechanismthéoabove-mentioned problem
participants replied that for shortage of space arahpower searching for additional
space and workers. In addition, they suggested thate should be modem
(computerized) Store inventory management systeon. did and used goods their
respected place is also suggested to solve stqnadj@em central warehouse and for

timely usage of goods.

Table IV: Inventory cost assumption

Description FIFO LIFO Other

Inventory cost method (< J R ————— N
Total (I N —
Percentage (%) 100 | e | e

As table V shows all 18(100%) of storekeepers eepthat the central warehouse uses
only the FIFO method. This response was also aoefir by the document analysis and

interview discussion that the ETC user's firstirstfout method to assign values to

finished products of the corporation by mentioniing reasons why they use as follows:

* Itis simple to employees

* Itis comparatively inexpensive

» It approximates the current replacement cost oérnimery on the balance sheet,
particularly when inventory turnover is rapid ambst of the costs assigned by
ending inventory are very recent.

* A system of FIFO is followed where deterioration yn@sult from holding

materials for an extensive period



» To determine the value of finished products asctirporation normally attempts

to sale the oldest goods first.

Table V. Availability of Resources

Enough Partially Total
Not Enough

Descriptions Enough

Total | % Total % Total % Total %

1. Space for Storage of good 33|33 12 6.666| 18 100

1°2}
1
()]

2. Man power - - 3 16.671 15 83.33 18 10

As shown in the tables V the responses of 12(66)66étcate that there is a problem of
space in the central warehouse to store goods 8133%) said that the problem of
space partially enough. Hence, if there is no eh@ace for storage it is also difficult to

smoothly and efficiently perform the inventory mgament.

As to the second question of availability manpowléi(83.33%) of participants reveal
there are shortage workers and 3(16.66%) replied piartially enough. So, in the
absence of enough manpower and space it will decwltif to carry out efficient and

effective controlling mechanism in the central wemese of the corporation.

Table VI. Controlling System of inventory

o On Daily On ) | do n’t
Description ) Occasionally | As need Be
Basis Program know
Total | % Total | % Total | % Total | % Total | %
a. Over all control activity in
- - 15 |83.33 - - 3 16.67 - -

the ware house

b. Control system of incoming
3 |1667| 6 |3333| 6 33.33 3 |16.67| - -

and out going of inventory

c. Reporting of check up and
- - 6 |3333 3 16.67 9 50 -

storage system

d. How frequent the inventony
- - 18 | 100 | - - - - -

of goods done?




Table VI indicates that 15(83.33%) of the responslereplied that there is a
programmed control mechanism in the central warsdoBut, the question of how
the inventory management is actualized for inconaind out going goods, 6(33.33%)
it is done as need comes. It can be said from llogeatable that incoming and out
going goods rather than nearly half of the respotsd®d suggest occasionally. As to
the frequency of the inventory system all partioiggasaid that it is done on program
i.e. on annual basis. However, will it be managedblfinalize the control and check
up activity on manual bases is the issue to bedais

Among the objectives of the study one is to Askesittventory management system
that currently exists in the corporation. Howewle corporation doesn't have any
method that is adapted. Thus, all those inventagagement techniques stated in the
literature including the economic order quantitysteyn, and ABC system are not
applied at all by the corporation. But what is picGed in the store management
initiates the question of order of goods. Becausie beginning of every physical
year there is a budget plan for this departmenttt&y only try to use that budget for
the inventory management. It can be said that tAeelouse management systems
has no clear inventory mechanisms except the yglesthted procedures for
purchasing goods and supplies.

The other tool of data collection was interview sfigns, which is discussed with store
supervisor and material inventories managementcamdrol in the central warehouse.
The supervisor answered that though there is gpat#em there is material control gave
a different idea to this question. S/he repliedt tihacan be generalized there is no
systematic and appropriate material control pradticcentral warehouse. And added that
there are situations where by the purchased godd®evforgotten to be taken by the
requested people, divisions, and sections. On fofhese, there are time where by
purchased goods from abroad will be damaged anseahb/he also added that there are
situations where by they write letters and phores dbncerned body to take purchased
goods from the warehouse. However, there is natrataken.



System of stores they also added that there is sighttage of manpower since the

workload is too much.

In their response to the question whether is prograd inventory management system
in the central ware house, store supervisor paidsthere is once in a year and it will
take from two — three months to finalize the taSkhe also added that there is no
systematic way of checking goods rather the st@edes start from one end to the other.
As to the question asked whether there is cheakiaghanism that the requested goods
will be given to the right centers, divisions, o, etc. the store supervisor states that
particularly they do not know whether the projeobds are sent to the project area or

not.

With regard to material control, local purchase dpwill be observed and inspected by
the concerned body and if they want it they wik utsif not it will be stored. On the other
hand, foreign purchase will be checked by profesdiand if the goods are damaged, not
the appropriate type of goods, and it their numisenot full we will report to the
concerned body. On top of this, if foreign purclthgeods are damaged, this claim report
to be filled and feedback is expected from commnighich sold the goods. However,
except filling the claim report, there is no followp and reaction taken based on the
feedback.

3.2 Functions of Warehousing
a) The materials received by stores shall be clieftkeproper quantity
b) The safety of all stored materials from damegiesl be ensured.
c¢) Storing aid delivering the materials shall béhe most economic manner.
d) Issues and receipt shall be made on the bhdigtyauthorized documents.
e) Complete records of receipts, issues and $talgnce shall be maintained.
f) List of disposable materials shall be prepaasgber the stores management

policy and government regulation.



3.3 Receiving Materials

(@)

(b)

(€)

(d)

(e)

Receiving shall include all those activities invadvin accepting materials to
be stored, whether materials come from suppliexsuthh inspection office
or other sources within the corporation.

Prompt and accurate processing of receipts shdhderimary objective of
the receiving function.

Due cares shall he given at the stage of the necpactivity that the whole
operation warehousing service begins.

It shall be ensured that it is at the receivinghpthat the purchase order or
other relevant document shoulders meet the physiagrials themselves.
Receiving personnel shall be capable of handlirgréteipts and issues as

well.

3.4. Receiving Voucher Preparation

A. Receiving voucher shall he prepared in four copies.

B. The preparation of the receiving voucher in the emause shall be done by

C

D

G

typewriter.

. The preparation of the receiving voucher shall faleee promptly after

receipt of the materials.

. Receiving voucher shall be prepared for any mdseréceived by the

storehouse.

. The preparation of the receiving voucher shall treedserially pre-numbered

and order until automation is fullyeted.

Every information required on the receiving voucsieall be filled accordingly.

. Copy of the receiving voucher shall not be circetbdmong the storehouses.

Authorization

Receiving voucher shall be authorized as per thegdéon of authority stipulated in the

"Delegation of Authority Manual”

% By concerned Team Leader in the central warehouse



+« By human resource and supply deputy division maniagease of SBU
¢ By respective deputy division manager incase oezmd region.

¢ By senior area manager in case of senior areas.

Distribution
a. Foreign Purchase
» Original and second copy of receiving voucher shalpromptly handled over to
materials accounts upon dispatcher book.
» Third copy shall be forwarded to follow and trariegm.

» Last copy retained by the storehouse.

b. Local purchase
» Original of the receiving voucher shall be forwatde local purchase to enable
timely payment to the supplier.
» Third copy, which is blue in color, shall be semthie concerned employee in the
warehouse who approved the receiving voucher

» Last copy retained by the storehouse.

Issue of Materials

a) For receipts of materials receiving voudieuld be prepared.

b) Materials shall be issued against theagig® of the recipient on the issuing
voucher form.

c) The same quantity, description and daissafe shall be posted on materials
card and the requestor signs for them.

d) The issued quantity should be deducteah fitee respective bin card and be
posted.

3.5 Issuing Voucher Preparation
a. All issues of materials shall be made against pmaered issuing voucher, duly
completed by the storekeeper and approved by &ozed signatory.
b. The issuing voucher shall be filled properly andnediately giving full data



taken from the materials requisition.

c. The recipient and the storekeeper shall sign orfitiee prepared issuing
voucher.

d. If all requisitioned materials are issued accagtlirihe team leader shall
approves the issuing voucher, and retoatk to the storehouse.

e. The receiver of the materials, when on issuing heucshells indicate his name

and the date of issue at the place pealid

Authorization
Issuing voucher shall be authorized as per thegdatan of authority stipulated in the
"Delegation of Authority Manual”

« By concerned Team Leader in the central warehouse

+«+ By human resource and supply deputy division maniagease of SBU.

« By respective deputy division manger incase of zomeregion.

% By-Senior area manager in case senior areas.

Distribution

a) The issuing voucher forms shall be consecutive rarmb

b) Prepared in four copies with different color.

c) Original shall be forwarded to the accounts in nuoa¢ and in date order and
without delay,

d) Second copy shall be sent to the employee, whamappithe vouchers.

e) Third copy shall be retained by the storehouse.

f) If in any case the issuing voucher needs to beatkmal; the cancelled voucher
must be forwarded promptly to the concerned office.

g) The authorization of issuing voucher shall be adicgy to the delegation of

authority manual.

3.6 Existing Provisioning Activities — Stock Items

1. Stock Control Team (SCT) initiates the purchaseesgfor stock items when the

stock reaches are-order level.



2. The purchase request is routed to the stock andrialat control deputy division
manager for completeness and verification of thevalequest.

3. The purchase request is routed to the Budget asdusement Deputy (BDD)
for budget clearance.

4. Once the confirmation is secured from BDD, thei®®rwarded to the materials
management division (MDD) for approval.

5. The approved PR is sent back to SCT where it rethia third copy and sends the
original and the second copy to the Local/Foreigscprement Deputy Division
(L/FPDD).

6. SCT gets a copy of PO from L/FPDD as means of yintif that appropriate
action has been taken. Accordingly the SCT makgslae follow-up to know the
status of the ordered items until they are delid¢oethe Central warehouse.

7. SCT adjusts its stock balance on the basis of tbee slocuments (in card,
Receiving, and issuing report).

8. Material Control Activity

% Materials delivered to materials control team

« The Team Leader (FL) assigns materials control team

+ Material controller checks materials by signing e PO (Domestic
purchase) or Invoice (Foreign purchase) for physaaunt with out
unpacking the shipment and recorded on' matenedid book'.

« The TL forwards notification for the requesting turfor technical
inspection when necessary.

¢ Inspected and accepted materials with the signediP@voice + other
relevant documents (Temporary Delivery Note) amvérded to central

warehouse by the controller or technical assistant.

3.7 Central Warehouse Activities
+« Central Warehouse receives inspected Materialgtiegavith relevant documents
from Materials Control Team.
+«» Draft receiving report will be prepared by centra@rehouse learn Leader.

+ Proofread, signed, and forwarded to the Centralefause Team Leader.



¢+ TL counter signs the receiving report and forwdaddispatch clerk
¢ Receiving report dispatched to Materials Accounarie Follow-up and transit
Team, and Banking and documentation Team. OpesdiiRnoject Material

Team.

When damaged or faulty or short materials found:

+ Materials Controller reports to Materials Controkam Leader (MCTL) the
occurrence of damaged or faulty or short materials

+ Team Leader signs claim report and sends to thdoPldamaged or faulty or
short materials. MCTL follows up settlement of olauntil the case is finalized.
When replacement is in order the processes undderiala control and

warehouse follow.



CHAPTER -FOUR
SUMMARY, CONCLUSIONS, AND RECOMMENDATIONS
In this chapter a summary of senior essay is givenmain result of this paper are

explained and measure conclusion of senior esgagravided.

4.1 Summary of Findings
The major purpose of this study is to bring lighttbe practice of inventory management
system of ETC warehouses’ [Thus, it is geared &ewofe and reflect how goods and

supplies are managed in the ware house.

In order to achieve the objectives of the study tmasic issues were treated to assess the
practice. Hence, in the study all workers wereipigdted due to their manageable size

and documents were analyzed. Thus, questionnatezyiew question were developed.

The study raveled that:

» 83.33% of the respondents are males while thepegitipants are females.

» 83.33% of the workers have three and above yegeriexces in the ware house.

* Regarding the inventory system of the central waush, it was found that 100%
of them said it is periodic.

* 66.66% of the participants reflected that the cgdsgstem of the central ware
house is good and some what good.

» As to the availability of enough space, 66.66% iegpthat there is no enough
space for storage. They also added that, 83.33%enh suggested that there is
shortage of man power to shoulder the duties phpper

* Inventory management system is one point on thdystand found that it has no
any method that is adapted.

* Regarding human resource development, except idicthere is no any
training given to workers.

» Both coordinators and store keepers replied tHais idifficult to properly
inventory management manually.



4.2 Conclusions

Proper inventory management plays a great roleffectevely and efficiently utilize
goods and supplies in the central warehouse. Hdrased on the findings of this study
and the summary given, it can be concluded that:

The inventory system of the central warehousetallyoperiodic and the coding system
of the central warehouse is not excellent, ratlo@dgo some extent. Mean while a great
majority of participants replied that there is aldgem of enough space and shortage of

man power.

The study also revealed that the warehouse usgstmlFIFO method for all inventory
management. Thus, the interview feed back, quesdiom response and document
analysis confirms that there is not so much efficend effective inventory management
system in the central warehouses.

4.3 Recommendations
On the basis of the findings obtained and the ecmmohs reached, the following
suggestions forwarded:

* The inventory system of the warehouse should bpepeal so as to know the
status of goods and supplies and act accordingly.t@ of this, periodic
inventory system can be used to clearly know theiahstatus of the warehouse.

* |t is found that old and used goods are storechéndentral warehouse, which
created shortage of space and proper managem@uaodé and supplies. Thus,
old and used materials have to be disposed byrasgitask force.

* The corporation is handling big tasks. So, instehdthanual store management,
modern (computerized) store management should lectiged for best
performance of inventory management.

Store-keepers and coordinators did not get the ssacg training. So, on the job
appropriate training and experience sharing shdagdgiven which enables them to
properly handle their duties.
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Appendix A
St. Mary’s University College

Management department

Inventory management System questionnaires

The guestionnaire is prepared by study of St. Mamwersity College as a requirement

of partial fulfilment of the Bachelor of Arts Degg in management. Hence the data for
enquiring will be used to prepare senior essayhgaritory management system, which is

Ethiopian Telecommunications Corporations.

1. Sex

Male[ |  Female[ |
2. Educational background

12" complete] |  Advance Certifical ] Diplo[ ] Degred ]
3. Service Year

Less than one yea] | 1-3Yeqd ] above three [ r
4. What type of inventory system used in centralelvause?

Perpetual systenD Periodic syst{ |

If any other specify

5. Does the physical count and store record ircam the same?

Yes [ ] No [ ]
6. How is the coding system of inventory in thetcanvarehouse?
Excellent[ ] Good | To some extent gd__| H ]

7. How is responsible to ask for purchase of goods.
8. Is there a maximum budget limit on annual basipurchase of goods and equipment.
9. Is there cross check for purchase of goods?
Yes [ ] No []
10. Is a division of responsibility and duty amotigem on inventory management
system?
11. Is there an introduction to new employees abimit duty and responsibilities or not?

12. Is there training to practice modern inventmanagement system on old employees?



Yes [ ] No [ ]

13. Is there enough space to put used material?
Yes [] No []
14. Is there enough manpower in central warehouse?
Partiality enough[_| Not enou__|
15. Is there timely inventory system.
On prograni ] Occasiond__| Asnee( p
16. What kind of organization manual has?
Computerized (moderi] ] Paper bal__]
17. What kind of inventory cost assumption usedentral where house
FIFo [] LIFO [] WAM [ ]
18. The inventory management system in central wearge is:-
Programmed__| As need [_|



Appendix B

Interview
The aim of this interview is to gather data and information for research
work on inventory management of Ethiopian Telecommunications

Corporation.

1. Do you have enough space for goods?

2. Is there systematical and appropriate material control in central
warehouse?

3. Is there a responsible body for purchased goods?

4. Is there enough man power in central warehouse?

5. Is there a programmed inventory management system?

6. Is there systematical way of checking goods?



Appendix C

Observation
Observation use to gather data about Inventory management system for

central warehouse of Ethiopian Telecommunications Corporation.

. Function of warehousing
. Receiving material
. Receiving of prepared voucher

. Issuing of prepared voucher

aa W N =

. Provision existing activities- stock items
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