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ABSTRACT
Inventory can be one of the most expensive asdess @rganization. It may account for than 10% athk
revenue or 20% of total assets for some organizafMthough companies in the manufacturing sectally
carry more inventory than service firms, effectivewentory management is nonetheless important ttn bo
manufactures and service organization. The focughaf work is to show the integration of inventory
management as a key to organizational profitabdityl efficient delivery. The definitions of invenyjoas a
lifeblood of any business, the need for inventong ats control, determining safety stock and sortieeo
relevant issues on inventory management had beghasized in this work. Various authors, experts and
professionals work has been cited reviewed forebethderstanding. Among them are:- David Burt ef84)
edition: Supply management, A.K Dattd{2dition) Materials Management, Joel D. Wisner|gR¥ edition)
principles of supply chain and some relevant awtloor Inventory Management which has been citedeaback
of this work.
DEFINITION OF INVENTORIES
Inventories are stock materials of nay kind stdoeduture use, mainly in the production procedsug, today’s
inventory is tomorrow’s production. However, semighed goods awaiting release for sales are atdaded in
the board category of inventories, which are ngitint idle resources of any kind having some econealue,
either awaiting conversion or use in future.

Apart from these, there are also many indirectenmgs, such as, maintenance materials. Fuels and
lubricants, etc which are used in a manufacturimgoization they are also classified as inventasfamaterials
for future use. But they differ only in their usedaclassification from raw and other direct materiall of them
earn nothing, yet they are badly required to bekstd and to be used as when the needs arise.

INVENTORY MANAGEMENT

Inventory management can be defined as a processoabmically acquiring the material needed by an
organization, and effectively maintaining these emnats at the various levels of the organizatioopgrations,
while ensuring an efficient utilization o of the tmdals in a way that enhances the profitability tbé
organization.

Inventory control is the managerial activity penfed to ensure that materials sufficient for
uninterrupted organizational operations are avkldioth in quality and in quantity. The philosopbi this
concept is that the organization neither suffessoak-out situation nor ties down large capitaldmm of heavy
stock carrying.

THE NEED FOR INVENTORY AND ITSCONTROL

Inventories of materials are needed by all manufagg organization big or small. But Inventorieade
to becomes big without proper control. Materialgl amventories serve some social purpose in indasstrihich
stems form some economic motives. Broadly, they rbayclassified under three groups, viz speculation,
transaction and precaution. Typically, speculathative which affords ample scope for holding laageount in
Inventories is not important for purposes of indastactivity. The transaction motives are more arpnt here.
The transaction motive results from the desire ttcim inflow and outflow and materials under certai
controlled conditions. Precautionary motive ariees of the inability to predict future demands psety and
getting the materials ready in time, without indngr some extra costs. Thus, there also arises ¢lee 1o
maintain some safety or butter stock in order tantain the smooth flow of materials without pairing
production. But, as more and more stocks of mdsedee held, this not only entails greater investimbéut
carrying other associated costs increase in freguef buying the cost of ordering and processimgaase.
Also, the cost of stock-out poses economics problEmus, inventory control is a major MM functionhieh
requires the reduction in materials costs withoupairing operational efficiency and, therefore, deeareful
attention.

The analytical approach to Inventory control isdamentally based on cost-study. It is balancing of
some opposite costs which is well enunciated in BQ@ulation, but further refinements are necesshgy
situation dictates. Sometimes, there are sevesdcaed with inventory, but there is always oneoire
direction. The resolution of the problem generadlgjuires two basic questions to be answered: (d)dften to
order to order, and (2) how much and then detengittiese two basic question-answers precisely regjabst-
information, and the solution. Not, all inventorsoplems however, demand that these questions hecesd.
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Sometimes, the Inventory problem is so complex thahay not be possible to obtain all the inforroati
necessary. In either case, we may be satisfied avibb-optimal solution which seeks to improve gkisting
condition without concern for the optimal courseaation. In practice, we might effect large savimgthout
necessarily going through an optimal course obacfrhus, while inventory control is a major partmaterials
activity, reducing inventory does not always ensoperational efficiency. This is where we mustksiria
balance.
There is necessarily a basic conflict between estors and business objectives of any

undertaking, which are:

1. Larger sales turnover through better customer-seyvi

2. Lowering of production costs through smoother patigm-runs, keeping the above two in view.

3. Lowering of investment through a reduction in némdnventories keeping the above two in view.

Inventory control ensures that a working balancestnhe struck between them so as to obtain the
maximum overall costs and efficiency.

TYPESOF INVENTORIES

There are many types of inventories, such as ratenmals and production inventories,
components and service parts, as work-in-procesginished goods inventories. All of them do notessarily
require the same treatment and, therefore, politty mgard to each may also differ, according tirttypes and
need in different types of industries. They maydle functionally classified as; 1. Movement inegies, 2.
Lot-size inventories, 3. Anticipation inventories)d 4. Fluctuation inventories, etc. accordinght® functions
they are required to perform. However, in geneiajr treatment follows from their needs and castddit
analysis.

Thus broadly, inventories may be classified as ynde
Raw materials and production inventories: These are raw materials and other supplies, pagd€amponents
which enter into the production process and gelyefraim the product.

In-process inventories: These are semi-finished work-in-progress and pditlished products formed at
various stage of production.

MRO inventories: Maintenance repairs and operating supplies whiehcansumed during the production
process and generally do not form part of the pcodself (e.g oils and lubricants, machinery atahp spares,
tools and fixtures, etc) are referred to as MRimuries.

Finished goodsinventories: These are complete finished products ready fex. sal

Inventories may also be classified on the basthaif functions as under;

Movement or transit inventories: It arises because of the time necessary to maekstfrom one place to
another. The average amount can be determined matically thus;

Where, S represents the average rate of saleswsakly average ) and T, the transit time reqtore
move from one stage to another in a week, and irtbeement needed. As for examples, if it takesethveeks
to move materials to a warehouse from the plard, ibthe warehouse sells 110 per week, then theagee
inventory is 110 units x3 time= 330. In fact, whennit of finished stock is manufacturing and refatysale, it
must remain idle for movement to the warehouserdfbee, the plant stock on an average must be g¢quhatee
weeks, sale in movement.

Let-size inventories. In order to keep costs of buying, receiving, irdjma than are necessary and handling
low, larger quantities are bought than are necggeaimmediate need. It is a common practice tgp fome raw
materials in large quantities in order to avaitjafintity discounts.

Anticipation Inventories. Such inventories are carried to meet predictabienges in demand. In case of
seasonal variations in the availability of some maaterials, it is convenient and also economicabuidd up
stocks where consumption patterns may be reasonalftym, and predictable.

Of the types of inventories, discussed above/dhsize, fluctuation and anticipation inventori@sy
be said to be ‘organization inventories’. As mong anore of these basic types of inventories ardechinto
stock, less coordination and planning are requitdsb less clerical, administrative and other éfare needed
and greater economics can be obtained in handtiagufacturing and dispatching. But, the difficslthat gains
are not directly proportional to the size of theantories maintained. As the size increase, evehey are
efficiently maintained and properly located, gafream additional stocks become less and less pramiriéhe
cost of warehousing, large quantities grow at agnefaster rate than the inventories themselvessugh, the
basic problem is to strike a balance between tlgee@se in costs and the decline in return fromihgld
additional inventories. Striking a balance in a ptew business situation is not easy, simply throumghition
alone. Cost, and to be sure, the balancing of ampossts, lie at the heart of all inventory cohfsmoblems, for
which cost-analyses are necessary, to which glrallih this chapter.
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As has already been said, even a typically mediized industrial organization uses 10,000 to 50,000
of different items which are carried in inventohyitial planning and subsequent control of suckemmeries can
only be accomplished on the basis of knowledge abwem. Consequently, the starting point in invento
management and control is the development of a&stoatalogue, which is more or less comprehenside a
complete in all respects. All inventory items shibbk fully and carefully described and a code nunsheuld
be allotted. Similar items should be grouped togetind standard codification should be adopted.
INVENTORY CONTROL
Thetwo-bin System

One of the earliest systems of inventory contsothie two-bin system, which is a simple method of
control exercised by two simple rules. One is wktes order should be placed, and the other whattdgyan
should be covered. Figure 15.1 shows this simplhate Two bins contain, say, mild-steel bolts antsnThe
bolts and nuts are issued from the first bin astan required, and as soon as the first bin is gnmpbre bolts
and nuts are ordered. The replenishment arrivésijloen the second bin is empty. While deliveryvsa#ed the
buts and bolts from the second bin is empty. WiidEvery is awaited the nuts and bolts from theosddin are
issued. When the delivery arrives then both the hire again filled in. Such a method is only appate when
consumption rate is constant, that is to say, & teterministic system. We know from experienkbat amount
of nuts and bolls are necessary for a given pagodell as their rate depletion.

) —

MAX-MIN SYSTEM

Under this method, maximum level and minimum lear&l fixed Re-ordering | is done after a period of
review and order or re-order is placed when thentityatouches a certain level.

Suppose, you have an item in inventory for whioh thaximum is fixed as, 1,000 units and minimum
quantity to be held in stock is 250 units, previedperience shows that a safety stock of 250 i quifficient.
However, if during the preceding two mouths, congtiom rate increases to 300 units per mouth onvarage,
and, if the lead-time is taken to be two mouthgnthe stock will soon run out, either if the defivés not
received just after two mouths, or if during thdseguent mouths, consumption rate increase. Thkneea of
this system is;

1. Stock level are actually fixed at a lower, sincenagers have no time to study inventory levels of
individual items.

2. Re-order points are safety stock level once fixednat frequently change after study.

3. Delay in postings makes the records useless fqrgseron control, as often even a critical item lzan
held up for want of posting, which otherwise wohhive show tat the re-order point has been touched.

Thus, we may conclude that in any scientific ineeptmanagement and control system, control is és@alc
through the various levels, and the order quantity;

1. Maximum level,

2. Minimum level,

3. Order or re-order level or control point, and

4. Order quantity.

There are two basic inventory control system;
1. Periodic Review System, and
2. Fixed Order Quantity System

Periodic review system: This is a time —bound system which requires picioeviews of the stock-level of all
items. Here, period of review is fixed either, #h@nouths, or once in a year, when requirementdl ééms are
worked out afresh, and the quality is varied. Téystem works well for production of raw materialsda
components for which long lead-time are necessary.
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Fixed order quantity system: Under this system,dtder quantity is fixed but the time is varied.iTbystem
recognized the fact each item in the inventory gssss its own unique characteristics and optimutheror
guantity. Designing of this system requires consitien of many factors, such as, price, usage aateother
pertinent factors. Maximum and minimum levels aetednined for easy inventory items and an ordereer
order point is established in between two levels.
The order point in computed in such a manner tliahb time new supplier are received, the stoclrid will
fall to the minimum and then be replenished agaithé maximum. The major advantages of this are;

(1) Easy item can be procured at the most economie jrid quantity, and

(2)Purchasing and inventory control people autoradli pay attention to the items when they need it.
Thus, in order to devise a good inventory contystam, we have to consider the following;

1. What to order, and

2. When and how much.

The first involves planning with due regard to puotion and marketing requirements. The second Wwas t
aspects; (i) order point, and (ii) order quantity.

Order point will be discussed along with safetycktor buffer stock, since subtle influenced of timeransit on
total inventory are closely to the safety stockvyBimning to create an impact on inventory control.

At this point it would be better to draw a distioo between accounting cost and operational co$is.
former is based on historical cost-concept as fsefinancial reporting, and the latter is, by darhe, used for
day-to-day decision-making and is insensitive talmariations. Accounting system, typically digjirishes
there types of costs, viz direct costs and overhieAd against the principles and consistency obaating
costs, the definition of costs in an inventory systmay vary from time to time, depending upon gmegth of
time being planned and other circumstances. Howether objectives underlying inventory control is to
minimize the total cost of procurement, storagediiag,

INVENTORY COSTS

To bottom line of inventory management is to cdniroventory costs and minimize stock outs.
Inventory costs can be categorized in many waysetliand indirect costs, fixed and variable costs, arder
and carrying costs.

Direct costs: are those that are directly traceable to the praitluced, such as the amount of materials and labo
used to produced a unit of the finished goods.

Indirect costs are those that cannot be traced directly to thie pnoduced, and they are synonymous with
manufacturing overhead. Maintenance, repair, aretadimg supplies, heating lighting, buildings, guuéent,
and plant security are examples of indirect costs.

Fixed costs are independent of the output quantity katiable costs vary as a function of the output level.
Buildings, equipment, plant security, heating aigtiting are examples of fixed costs, whereas dinesterials
and labour costs are variable costs. A key focugaafble costs management is to control variabkscsince
fixed costs are generally considered sunk costs.

Order costs are the direct variable costs associated withipdaan order with the supplier, wherdadding or
carrying cost are the costs of incurred for holding variabletsas storage. Order costs include managerial and
clerical costs for preparing the purchase, as aglbther incidental expenses that can be tracedtljirto the
purchase. Examples of holding costs include hagdiiharges, warehousing expenses, insurance, pifera
shrinkage, taxes and the cots of capital. In a rfizewring context, setup costs are used in placFddr costs to
describe the costs associated with setting up mastand equipment to produce a batch of produateMer, in
inventory management discussions, order costsetng sre often used interchangeably.

Inventory investment

Inventory serves many important functions for mawctdring and service firms, however, excessive
inventory is detrimental to a firm’s financial htraland competitive edge. Whether inventory is asetthat
contributes to organizational objectivce or a liépidepends on its management. The chapter opefrityre,
supply chain management in action, demonstrates ében a huge retailer with sophisticated inforovati
technology such as Wal-Mart must diligently monitisr inventory investment to ensure that is notexgely
affecting the firm’s competitiveness.

Inventory is expensive and it ties up working talpiMoreover, inventory requires storage space and
incurs other carrying costs. Some products sucpesishable food items and hazardous materials (&B§zm
require special handling and storage that add e¢octist of holding inventory. Inventory can alsoedietrate
quickly while it is in storage. In addition, invemy can become obsolete very quickly as new masedad
technologies are being introduced. Most importéarge piles of inventory delay a firms ability tespond a
swiftly to production problems and changes in tedbgies and market conditions.

11
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Development of inventory catalog

Here inventory items are described, identified bgnofacturers part number, cross-indexed by users
identification number if necessary, and classifjederically for indexing purposes, coded and tHangal at the
disposal of all personnel. Catalogs of this typses as a medium of communication as to whethanamtory
items is available or and correct records throtnghréduction of duplicate records for identicaltpar
ABC inventory analysis

This is the division of inventories into categor@dotal annual usage, so that the more valuablas
can be recognized for special attention ‘A’ items the most valuable ‘B’ are intermediate and ‘@& the least-
value items. This is also called Pareto analysis.

ABC analysis aids the development of policies pratedure for handling A.B,C items. It also prowde
a sound basis for fund allocation on individualentory items. It also reduces possibility of mamaget error
in judgments. Inventory analysis is analogous tapoaver analysis in human resources management. d&eth
made up of description, as well category and fometi specifications.
Inventory control system

Inventory control is concerned with the controltbé physical quantities and the monetary values of
inventory items at predetermined levels or withéfeslimits. There are three types of inventory ooinsystem
viz.

Thecyclical ordering system

This is a time based system involving scheduletdbgie reviews of the stock level of all inventory
items. Order quantities vary for different matesialime interval for ordering is constant. #@=+Q- but T1 =
T2+ Tn).

Stock levels can be monitored by physical inspectby a visual review of perpetual inventory cands
by automatic computer surveillance. The disadvatagf the system inefficient. The system may lead t
increase in inventory costs for each itemé@-+Q- but T1 = T2+ Tn)..
Fixed ordering quantity system

Replenishment is based on the order quantity factiher than on the time factor. Advantages ireclud
materials can be procured in the most economicahiify. Attention is only devoted to items that dee
replenishment. Also, positive control can easilyelserted to maintain total inventory investmenthat desired
level simply by manipulating the planned maximund amnimum values.
(Q-#=Q-+Q- but T1 = T2+ Tn).

The determination of inventory level is also sfgpaint in materials management. Various levels are
determined in this ways. Re-order level

(ROM) = Maximum usage x maximum lead time
Minimum level = ROL (Average usage x average lead)
Maximum level = ROL (Average usage x average l@ad)t
Maximum level = ROL (Minimum usage x minimum ledaé¢) + EOQ
Average stock level = Maximum level + minimum level
For example, calculate, the various inventory Ilevielr a manufacturing organization having the feileg
materials usage characteristics. Average usage isiés per day, minimum usage is 40 units per daximum
usage 90 units per day, lead time 11 — 15 year&81 equals 100 units.
Solution
a. Recorder level (ROL) =90 x 15 = 1350 units
b. Minimum level = 1359 — (60 x 13) = 570 units
c. Average stock level =570 + 1910 = 1240 units

2
Materials requirement planning (M RP) system

MRP is a computer based planning and control systesigned to handle large volumes of data so as to
produce more timely and accurate information focislen making purposes. MRP tackles the managewfent
production inventories in an intermittent manufaictg concern.

This computer based system challenges the traditieystem that production inventories need by
carried in inventory before actually required by throduction. Conclusively inventory control is wifal
importance in any business, large or small. Thejaaey of such control may be deciding factor irsiiscess,
inadequate inventory control might well lead tofésure.

The benefits of a sound system of inventory cdmticdude:

12
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Stock levels are maintained at a point calculatednake the most profitable use of firm's working
capital.

Perpetual balances are always readily availabledoh item of stock

Stores issued are charged to production on a umif@sis.

Pilferage and waste of stores are minimized.

Production is assured of continuity, as supplies aways available in the appropriate quantity and
quality, and at the time and place required.
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However, for inventory control to be more efficietiie warehouse of the stores must be suitablytdd¢ca
well planned and efficiently organized. Factorsbto considered when planning and organizing the hearse
must include: location, type of building, layout @fventory items, staff, inventory system, invegtor
classification, stores routine (purchase requisjti@ception, stores records, stores issues, tesatof surplus
materials after the completion of the job, transfematerials from job to job) and pricing of issue

Handling of materials must be done with care a& thception, warehousing, flow and conversion
stages. Handling equipment includes conveyorsksyealletisation and pipelines.
Inventory control techniques

i. Order cyclical approach (i.e cyclical ordering sys}

ii. Economic order quantity approach (EOQ)

iii. Materials Requirement Planning approach (MRP)

iv. Just-in-time (JIT) purchasing philosophy

v. Selective inventory control (SIC) system. Thathis ise of ABC or paretic stock analysis (80/20sule
That is, pay vigorous attention to 20% of itemg ttensume 80% of materials bill than to 80% of
items that consume 20% of material g
fund.

vi. Us of critical levels including recorder, minimumcamaximum levels. This is called the demand and
supply approach.

vii. Use of perpetual inventory control system. Thatdatinuous checking of stock records especially bin
cards and stores ledger records. Physical balamceisaially valued in terms of FIFO, LIFO or
moving average pricing.

viii. Use of periodic review system that is, periodickttaking. The internal audit often plays a vitalerin
this stock taking exercise.

Inventory costs

Inventory costs could be categorized into threeomelpsses they include:
Holding/carrying costs

They include costs of storage, depreciation, @ss@nce, pilferage, evaporation, theft, insuramce a
vermin damage. Other items of costs in this categmiude interest on capital invested in stockstage charge
(rent, refrigeration, air conditioning, heating alighting) material handling cost, and stores staffuipment,
maintenance and running costs.

The holding cost in positively related to the aniif inventory carried. Thus represents a positivel
sloping cure.

Cost H

Inventory (Units)

Set-up ordering cost

This includes the cost of preparing the othendpart/delivery cost, clerical and administrativestcof
purchasing, accounting and goods reception. Wheoglgare produced internally, it includes the getand
tooling costs associated with each production plus the planning and production control costs eiased with
the internal order.

13
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The ordering cost in negatively related to thengeof inventory ordered. This represents a nedstive
slopping curve.

Cost

Units of inventory

Stock out cost

This is the cost of being without stock. It incdsdthe lost contribution through the lost sale edusy
the stock out, cost of production stoppages cabgextock out of work-in-progress and raw materikss
of future sales because customers may go elsevergteextra cost associated with urgent, often small
quantity replenishment order.
Inventory control purpose

The key objective of inventory control is to caroptimal level of inventory units so as not to
unnecessarily tie down capital on the one handchase production inefficiency for want of materiatsthe
other hand. Other purpose of inventory controludet

» To meet variation in demand with reference to fiei$ products over a period of time e.g seasonal

products

> To decouple successive stages of production so mske possible smooth and efficient operation
of a manufacturing organization
To contribute to the firm's profit through approge inventory level at which money invested in
inventory produces a higher rate or return
To buffer against uncertainty,
We also keep inventory for precautionary, anti@patand speculative purpose
To ensure production continuity, take advantageprime changes and reduce material handling
costs.

Y

Y VV

Inventory modeling

Inventory modeling could arise out of two situagon
Deterministic and stochastic (probabilistic) sitoas. The first one is considered here.
Deterministic situation

This could produce the simple lot size economiceorquantity and economic production quantity
model in an environment of certainty. Assumptioaslgad us include: stock out cost is not incurreaick
ordering is not allowed, annual demand (D) is camsand know, purchase cost per unit (P) is fixkdre is a
constant rate of usage, there is zero inventoeaeh replenishment point, cots of procurement fardst) (S) is
known and does not vary, cost of storage of madténzlding cost) (H) is known with certainty andetonot
vary, lead-time is constant, replenishment of stchknstantaneous, optimal quantity of stock isdhat the
pointy where holding costs is just equal to setogt.
Optimal inventory = holding cost + set up cost
Total inventory cost = holding cost + set up cost
TIC = H (Q/2) + HB +SD/Q
TIC/ 8QH/2 SD/IQ =0

H/2 = SDIG
HQ? = 2DS
Q° = 2DS/H

Q =Vv2DS/H EOQ= DEMAND SITUATION

14
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dering Cost

Economic production quantity: supply situation

We assumed so far that we order goods, now if ypeesent the supplier/producer, what economic
quantity shall we produce. We shall assume thatateiis know with certainty for both daily and anhua
demand (d, D). production begins immediately aétach supply, the rate of production is also knowith w
certainty (P), average inventory at time.
tp = (_—;I) tp
and the average time to produce a lot (tp = Q/Bkapwn with certainty, the number of productiong{D/Q)
is also known, the optimal quantity shall be pragtliat the point where set up cost is equal to hgldosts.

TC=DS + (P=d) QH
Q 2p

gTIC=DS+(P-d)H=0
5Q @ 2p

DS + (P-d) H
2

Q@ 2p

Q? (1 —d/p) H=2Ds
Q2=2DS
(1-dip)H
Q=2DS
(1-d/p)H
Example

Given that the annual demand for a medicated s04P00 units, set up cost is 5.0, daily demarbiz

units, the production rate is 500 and the holdiost are 15% per associated costs for the supplier

EPQ =1 _ 1505004 0.15

= 730.3 units
TIC = DS + (P-d) QH
Q 2p
= (4000 x 5) + (500 — 250) (730.3) (0.15
730.3 (2 x 500)

=27.39 + 27.37 =N 54.78 Ans
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(EOQ) Economic order quantity is an inventory reteéquation that determines the optimum order dgyahat

a company should hold in its inventory given acgett of production inventory costs.

250
Formula EOQ = o1

Where: S = Set up costs
D = Demand rate
P = Production cost
| = Interest rate
LIMITATION OF ECONOMIC ORDER QUANTITY

1. The assumption of constant usage and the instasualyeor immediate replenishment of inventories
are not allowed practically.

2. Safety cost is always required because deliveri@s fsupplier may be an unexpected demand for
stocks.

3. EOQ assumes that the demand is constant and knatlincertainty which always is not the case.
Demand may rise and fall depending upon varioutbfadeaving certain degree of uncertainty behind
it.

4. Computational problems may arise and hence the eumborders to be placed may not be always

100% accurate if fractions or decimals are invdlve

The cost of the ordering remain constant.

The demand rate for the year is known and everadgieoughout the year.

The lead time is not fluctuating ( lead time is Bency time it takes a process to initiate anthgete)

Noo

Need for data bank to enhanceinventory analysis

In Nigeria, if inventory analysis is to be effegtly enhanced, the data collection, storage andeusa
must be encouraged and institutionalized. Datast@rbe collected, stored and utilized include gephcosts,
actual annual demand/supply, usage rate of pradsetsices, average inventories for each unit géiory,
daily production runs, types of storage facilitiesed, inventory administrative expenses and a tiosther
related data both at the macro and micros levels.

There is no doubt that such a databank will aid ansure proper analysis of inventory models,
guantities and costs at all level. Management oheaganization will benefit from inventory infortian, plan
and control their operations more realistically éimere and then realize intended inventory objestias well as
objectives.
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CONCLUSION

Production planning and industry management assitor the past ten years or so have been inrdfisant
state of change. New and involving systems havevised new and increasingly sophisticated planning an
control capabilities. In some cases the more @it inventory control systems have been repldoedertain
types of application.

It is becoming increasingly difficult for mostffirs to control inventories effectively.
One major reason for this is the expansion of pcbdlnes and models, a second key reason is that @yaed
more components going into the typical forms prasiace being purchased as fabricated parts, rtthrrbeing
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produced from basic materials in the firm own shtpgs means in many forms, that the number of iromgnt
items to be managed in constantly growing. And bseaf the increasingly technical nature of malketiaday,
the number of naira that may be invested in inugnitbgrowing at an even faster rate than the nurobggems.

In its daily operations, inventory control shoble largely a series of clerical or computerizedvais,
carried on within a carefully detained and cong&dllframework. The routinization of the daily op&as
however often camouflages the important of soundagament in this area.

At this point in the conclusion, there should ke doubt that the basic responsibility for inventory
control should be with top management. The effdcpa@or inventory management, unfortunately, are not
directly visible on the operating statement as mpusite cost of inventory management. Neverthelassiost
organizations these indirect lost, dispersed addér throughout the operating statement, can haigniicant
impact on profit.

For this reaction, top management should carefalisnulate and periodically review the basic p@ti
and operating plans that constitute the framewatkimwwhich the daily inventory control operatiaumictions.
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