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ABSTRACT

The purpose of this study was to assess the effectiveness of inventory control system

in Kilwa District Council. The sample for the study constituted fourty (40) members

of stuff from Kilwa District Council Headquarters. Those officials were interviewed

in order to get an imperical data on the current inventory control practice in the

public sector.

The study revealded that 65 percent of the respondents agreed that the council

received services or products at the right time, orders were received complete, were

damage free, were filled accurately, and were billed accurately. This implies that the

inventory control system has been successful.

Based on reliability of  inventory management system in Kilwa district council, the

results show that during 2011/2012 financial year, there was one old facility, one

balance and no new facility. During 2012/2013 financial year there were two new

facilities, no old facility, and two balance facilities. The study further found that,

during 2013/2014 finacial year there were two old facilities, were two new facilities,

and four balance facilities. This implies that inventory control system in Kilwa

district council  has become reliable.

The study further revealed that, Kilwa district council  has improved all inventory

control systems through operating activities at a minimum cost. The techniques used

in Kilwa District Council to reduce cost in inventory control system includes base

cycle stocks on economics, reduced order transaction costs, reduced acquisition lead

times, implemented joint procurement for purchased products, minimized purchase,

and maintained accurate inventory balances.

Recommendations and policy implications for this study includes allocation of of

sufficient fund to stores department, strengtherning and impleneting the procurement

training workshop and short courses to council staff and recruting more staff. Also,

Kilwa district council is advised to use computerized system to ensure proper

documentation of items.
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CHAPTER ONE

INTRODUCTION AND OVERVIEW

1.0 Introduction

This chapter presents the background of the study, research problem and the

objectives. It also underscores the definitions, significance of the study and research

questions. Finally, an outline of the dissertation is introduced.

1.1 Background to the Problem

Control of inventory take 45% to 90% of all cost associated with inventory control

system , is needed to ensure that the business has the right goods on hand to avoid

stock-outs, to prevent shrinkage (spoilage/theft), and to provide proper accounting.

Many businesses have too much of their limited resource, capital, tied up in their

major asset, inventory. Worse still they may have their capital tied up in the wrong

kind of inventory. Inventory may be old, worn out, shopworn, obsolete, or the

wrong sizes or colors, or there may be an imbalance among different product lines

that reduces the customer appeal of the total operation (www.ct-clic.com).

Inventory control systems range from eyeball systems to reserve stock systems to

perpetual computer-run systems. Valuation of inventory is normally stated at

original cost, market value, or current replacement costs, whichever is lowest. This

practice is used because it minimizes the possibility of overstating assets. Inventory

valuation and appropriate accounting practices are worth a book alone and so are

not dealt with here in depth.

The ideal inventory and proper merchandise turnover will vary from one market to

another. Average industry figures serve as a guide for comparison. Too large an

inventory may not be justified because the turnover does not warrant investment.

On the other hand, because products are not available to meet demand, too small an

inventory may minimize sales and profits as customers go somewhere else to buy

what they want where it is immediately available. Minimum inventories based on

reordering time need to become important aspects of buying activity. Carrying
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costs, material purchases, and storage costs are all expensive. However, stock-outs

are expensive also. All of those costs can be minimized by efficient inventory

policies (www.ct-clic.com).

Any stock that a firm keeps to meet its future requirement of production and sales is

called inventory. The basic reason for holding inventory is to keep up to the

production activities unhampered. It is neither physically possible nor economically

justifiable to wait for the stock to arrive at the time when they are actually required.

Therefore, keeping of inventory is a must for the efficient working of a business

unit.

Raw materials represent goods kept by a manufacturing firm prior to their being

utilized in the production process. Supplies generally include tools and

consumables which are consumed in the production of goods and services. Goods

in process represent the semi-finished goods; they include those materials that have

been committed to production process but have not yet been converted into finished

goods (Deveshwer and Modi, 2011).

According to Mpwanya (2005), the aim of inventory management is to hold

inventories at the lowest possible cost, given the objectives to ensure uninterrupted

supplies for ongoing operations. When making decision on inventory, management

has to find a compromise between the different cost components, such as the costs

of supplies inventory, inventory-holding costs and costs resulting from insufficient

inventories.

Inventory control is the activity which organizes the availability of item to the

customers. It coordinates the purchasing, manufacturing, and distribution function

to meet the marketing needs. This role includes the supply of current sales items,

new products, consumables; spare parts, obsolescent items and all other supplies.

The Inventory enables a company to support the customer service, logistic or

manufacturing activities in situation where purchasing or manufacturing of the

items is not able to satisfy the demand. Lack of the satisfaction could arise either
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because of the speed of purchasing or manufacturing is too protracted, or because

quantities cannot be provided without stock. Some years ago most of the

organizations did not know how to control their inventories which resulted to stock

out for particular products because replenishment orders of these items were not

issued at the right time. This led to failure to determine which characteristics of

product must be considered in making this decision (Wild, 2002).

Arnorld and Chapman (2008) argued that inventory must be considered at each of

the planning levels and is thus part of production planning, master production

scheduling, and material requirements planning. Production planning is concerned

with overall inventory, master planning with end items, and material requirements

planning with components parts and raw material. There is still a problem of

determining the replenishment quantity (how much of a product to order) and what

method can be used appropriately including Economic Order Quantity, dealing with

spare parts inventories, determining the proper purchasing when phased with

several discount options, and a checklist to present new stock items from becoming

dead stock (Bagby, 2004).

Companies do also put more emphasis on cash and less emphasis on managing

inventory. This may be due to the fact that management considers inventories be

composed of items which cannot be easily subjected to theft/ fraud (Dobbler, 1996).

In order for the organization to safeguard the company’s inventory, the clear

procedure and regulations have to be developed and established so as to prevent

any sort of fraud or theft of inventory. Effective inventory management enables the

organization to meet or exceed customer’s expectation of product availability,

maximizing net profit, or minimizing costs.

1.2 Statement of the problem

In Tanzania many organisations are faced up with the problems of ineffective

inventory control, which has existed for so long. This creates challenges to answer

the three basic questions in inventory control. These questions are what to order,

how much to order and when to order.These challenges may have arrived as a result
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increasing activities in connection with receiving, storage, movement of inventory

within the business, process or product of inventory and in due course shipping of

inventory (Saleemi 2007).

Although there has been a lot of research on control inventory, little has been done

on the effectiveness of inventory control system in the public sector in Tanzania

with the aim of promoting the national welfare (Rogers 2011). This study therefore,

will seek to assess the effectiveness of the inventory control system to the success

of the public by reducing cost on storage, handling, shortages, stockouts,

deterioration and obsolescence. Also, the study tries to find out whether inventories

are being executed in accordance with management policies, regulation and the

Public Procurement Act No.21 of 2004 (PPA).

1.3 Research Objective

1.3.1     General Objective

The general objective of this study was to assess the effectiveness of inventory

control system in Kilwa District Council.

1.3.2     Specific Objectives

This study sought to fulfill the following specific objectives:

i. To assess the inventory control systems used in Kilwa District Council.

ii. To analyse the effectiveness of inventory control systems in Kilwa District

Council.

iii. To identify the challenges facing inventory control systems in Kilwa Disrict

Council.

iv. To suggest measures that can enhance the effectiveness of inventory control

system in Kilwa District Council.

1.4 Research Questions

This study attempted to provide answers to the following research questions:

i. What are the inventory control systems used in Kilwa District Council?
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ii. What are factors affecting the effectiveness of inventory control systems in

Kilwa District Council?

iii. What are the challenges facing inventory control system in Kilwa District

Council?

iv. What are the measures that can enhance the effectiveness of inventory control

system in Kilwa District Council?

1.5 Significance of the Study

This study was conducted at Kilwa District Council. The study may be important to

the Government in general for making policies and taking the appropriate measures

towards designing strategies for improving efficiency and effectiveness of

inventory control system. Also, this study is a part of Masters of science in

Procurement and Supply Chain Managements and it may provide useful

contributions to the literature on the effectiveness of the inventory control system.

1.6 Scope of the Study

The study was carried out in Kilwa District Council, which is located in Lindi

Region, southern part of Tanzania. The study focused on the effectiveness of

inventory control in improving the inventory management system of the public

sector, particularly stores department unit in Kilwa District Council.

1.7 Organization of Dissertation

The dissertation is organized in six chapters. Chapter one provides the introduction,

which consists of background to the problem, research problem, research questions,

the purpose, objectives of the study and significance of the study. Chapter two

presents the review of related literature on effectiveness of inventory control

systems, covering such aspects as theoretical framework, empirical part and

conceptual framework. Chapter three describes the methodology employed in the

study. This chapter includes the description of the study area, research paradigm,

research design, area of the study, data collection methods, sampling techniques,

methods of data analysis. Chapter four presents and analyses the study findings
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using descriptive approach. Chapter five presents a discussion of the findings, while

chapter six presents a summary of the study and conclusions, recommendations and

policy implications.



7

CHAPTER TWO

LITERATURE REVIEW

1.2 Introduction

In this chapter, the views and discussions of other researchers on assessment of

effectiveness of inventory control system are presented. The literature review is

divided into three sections. Section one consists of theoretical part which discusses

the meaning of inventory, categories of inventories, inventory control techniques,

objective of inventory management and  reasons for holding inventory. Others are

the need for inventory control, types of costs involved in inventory control, and

relationship between inventory policy and credit policy and effectiveness. The

second section is the empirical part which provides the foreign countries and

Tanzania case studies on effectiveness of inventory control system. Section three

presents the conceptual framework.

2.1 Theoretical Literature Review

2.1.1 The Meaning of Inventory

Arnorld et al. (2008) define inventory as“ the materials and supplies that a business

or  institution carries either for sale or to provide inputs or supplies to the

production process. All businesses and institutions require inventories. Often they

are a substantial part of total assets. According to Render (2003) an inventory is any

stored resources that is used to satisfy a current or a future need.

2.1.1.1 Inventory Theory

Inventories are materials stored, waiting for processing, or experiencing processing.

They are ubiquitous throughout all sectors of the economy. Observation of almost

any company balance sheet, for example, reveals that a significant portion of its

assets comprises inventories of raw materials, components and subassemblies

within the production process, and finished goods. Most managers donot like

inventories because they are like money placed in a drawer, assets tied up in
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investments that are not producing any return and, in fact, incurring a borrowing

cost. They also incur costs for the care of the stored material and are subject to

spoilage and obsolescence. In the last two decades there have been a spate of

programs developed by industry, all aimed at reducing inventory levels and

increasing efficiency on the shop floor. Some of the most popular are conwip,

kanban, just-in-time manufacturing, lean manufacturing, and flexible

manufacturing (www.ime.unicamp.br).

Nevertheless, in spite of the bad features associated with inventories, they do have

positive purposes. Raw material inventories provide a stable source of input

required for production. A large inventory requires less replenishment and may

reduce ordering costs because of economies of scale. In-process inventories reduce

the impacts of the variability of the production rates in a plant and protect against

failures in the processes. Final goods inventories provide for better customer

service.

The variety and easy availability of the product is an important marketing

consideration. There are other kinds of inventories, including spare parts

inventories for maintenance and excess capacity built into facilities to take

advantage of the economies of scale of construction. Because of their practical and

economic importance, the subject of inventory control is a major consideration in

many situations (www.ime.unicamp.br). Questions must be constantly answered as

to when and how much raw material should be ordered, when a production order

should be released to the plant, what level of safety stock should be maintained at a

retail outlet, or how in-process inventory is to be maintained in a production

process. These questions are amenable to quantitative analysis with the help of

inventory theory.

2.1.1.2.Categories of Inventory

Narasimhan, et al. (1995) categorise inventories into such types as raw material

inventory, work in progress inventory and finished goods inventory. Inventory
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control refers to a system which ensures the supply of required quantity and quality

of inventory at the required time and at the same time prevent unnecessary

investment in inventories. It is one of the most vital phases of material

management. Reducing inventories without impairing operating efficiencies frees

working capital that can be effectively employed elsewhere.Inventory control can

make or break a company.

2.1.1.3 Inventory Control Techniques

In inventory management, ABC inventory control technique is based on the

principle that a small portion of the items may typically represent the bulk of

money value of the total inventory used in the production process, while a relatively

large number of items may form a small part of the money value of stores. The

money value is ascertained by multiplying the quantity of material of each item by

its unit price (Mumbai, 2006). According to this approach to inventory control, high

value items are more closely controlled than low value items. Each item of

inventory is given either A, B or C denomination depending upon the amount spent

for that particular item. “A” or the highet value items should be under the tight

control and under responsibility of the most experienced personnel, while“ C” or

the lowest value may be under simple physical control.

It may also be clear with the help of the following examples:

“A” Category – 5% to 10% of the items represent 70% to 75% of the money value.

“B” Category – 15% to 20% of the items represent 15% to 20% of the money

value.

“C” Category – The remaining number of the items represent 5% to 10% of the

money value.

The Maximum Stock Level (MSL) is the sum total of the minimum quantity, and

Economy Cost Quantity (ECQ). The fixation of the maximum level depends upon a

number of factors, such as the storage space available, the nature of the material

example, chances of deterioration and obsolescence, capital outlay, the time
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necessary to obtain fresh supplies, the ECQ, the cost of storage and government

restriction (Tesha, 1998). The minimum level of inventories of their reorder point

may be determined on the bases such as consumption during lead-time,

consumption during lead-time plus safety stock, stock out costs and customers

irritation and loss of goodwill and production hold costs. According to Tesha

(1998), the upper limit beyond which the quantity of any item is not normally

allowed to rise is known as the “Maximum Level”.

Re-Order Level (ROL) is another inventory control technique. It is that level of

stock at which a purchase requisition is initiated by the storekeeper for replenishing

the stock. This level is set between the maximum and the minimum level in such a

way that before the material ordered for are received into the stores, there is

sufficient quantity on hand to cover both normal and abnormal circumstances. The

fixation of ordering level depends upon two important factors, namely the

maximum delivery period and the maximum rate of consumption.

The Economy Order Quantity (EOQ) refers to the order size that will result in the

lowest total of order and carrying costs for an item of inventory. If a firm place

unnecessary orders it will incur unneeded order costs. If a firm places too few

order, it must maintain large stocks of goods and will have excessive carrying cost.

By calculating an economic order quantity, the firm identifies the number of units

to order that result in the lowest total of these two cost (Gopalakrishan and

Sundaresan, 2004).

The Economic Order Quantity is that which can be secured at what is known as

“the least unit cost”. It is not necessarily correct to buy materials at the lowest price

obtainable. The object of effective store control is to purchase materials to the

amount which secures an uninterrupted supply of the commodity at the least

ultimate costs. It is the cost of the materials issued to the using department which is

of prime importance, not the actual cost of the goods when received from the

supplier (Yusuf ,2003).
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Accoring to Saleemi (2007), Economic Order Quantity is reffered to as the size of

the order that gives maximum economy in purchasing the materials. It is also

known as Optimum or Standard order Quantity. In fact, the Economic Order

Quantity or EOQ offers solution to inventory problems. It helps in finding

appropriate levels for holding inventories. It facilitates the fixation of ordering

sequence and the quantities so as to minimise the total materials coast. Before

taking a decision on economic order quantity, the ordering cost, inventory carrying

cost and inadequate inventory cost must be considered.

An Ordering cost is referred to as the cost of placing an order and securing the

supplies. It varies from time to time and also from industry to industry. Inventoty

Carrying cost refers to the cost of keeping the materials in the storehouse which

includes capital cost, cost of storage and handling, cost of deterioration and

absolescence, and other kinds of expenses and losses during storage. Inadequate

Inventory cost includes cost of expediting the purchases, cost of securing rush

deliveries, cost of follow-up action and cost of keeping the inventory at its

minimum irrespective of its larger requirements (Saleemi, 2007).

2.1.1.4 Objective of Inventory Management

According to Dobbler (1996), the main objective of inventory management and

control is to provide services to the customers at a very minimum cost. The

financial objective is the ability of funds to make the management’s requirement of

how much is needed in investing in inventory so that cash has not been tightened in

a stock  leaving other needs areas with no working capital.

Under property protection objective, inventory represents money. So this objective

gives the inventory controller the obligation to insure that inventories are

safeguarded and protected against all possible hazards, including theft, wastage,

and misappropriation of inventory, therefore there should be proper inventory

control of stock.
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The aim of operating objective is to find the point of compromise between

customer service level and economy of operations in terms of inventory levels to

the support of manufacturing process. To ensure that organization objectives are

achieved, policies should be established to make available materials and when

required with regard to ordering cost, holding cost, and working capital by

considering three questions: what to order, how much to order, and when to order.

2.1.3 Reasons for Holding Inventories

Lysons and Farrington (2006) analyze the reasons for keeping inventory as shown

below;

 To reduce the risk of supplier failure or uncertainty- safety and buffer stocks

are held to provide protection against such contingencies as strikes, transport

break-downs due to floods or snow, wars and similar factors.

 To protect against lead time uncertainties, such as where suppliers

replenishment and lead times are not known with certainty. In such cases an

investment in safety stock is necessary if customer services have been

maintained at acceptable levels.

 To meet unacceptable demands or demand for customization of products as

with agile production

 Smooth seasonal or cyclical demand

 To take advantage of lots or purchase quantities in excess of what is required

for immediate consumptions and to take advantage of price and quantity

discounts.

 Edge against anticipated shortage and price increases, especially in time of

high inflation or as deliberate policy speculation

 To ensure rapid replenishment of items in constant demand, such as

maintenance supplies and office stationeries
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2.1.4 Inventory or Stock Control

2.1.4.1 Material Control

Material control is said to be “the process of providing quantity and quality of

materials needed in the manufacturing process with  an eye on economy in storage

and ordering cost, purchasing price and working capital.” The material control

process involves the following activities: Assessment of stock to be held as per the

production schedule, decision of the extent of the stock to be held, procurement of

the stock from suppliers, storage facilities available for materials carried in to the

storehouse.

2.1.4.2 Inventory Control

According to Schonsleben (2000), inventory control refers to “the process whereby

the investment in material and parts carried in stock is regulated within

predetermined limits set in accordance with inventory policy established by the

management” (Gordon B. Carson). The activities of inventory control, thus, include

the following: determination of limits of inventories to be held, determination of

inventory policies, setting out of investments pattern and its regulation as per

individual and collective requirements and follow up to examine the working of the

inventory policy and effecting changes as and when needed.

It should be evidenet from the above analysis that materials control is the

operational process whereas inventory control is the management process and the

latter is the first step to be followed by the former. The inventory control, therefore,

forms the basis of material control without which the entire functioning of

storekeeping may be rendered either ineffective or aimsless to a certain extent. This

may prove to be suicidal to the organization. The inventory control, hence, gives

birth to the materials control. The materials control inhales in itself the entire

operational aspect of strorekeeping right from the receipt of materials to the issue of

materials and allied functions. On the other hand, inventory control precedes

storekeeping, which predetermines the scope of inventories and investments therein

(Saleemi, 2007).
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Invetories control refers to a planned method of purchasing and storing the

materials at the lowest possible cost without affecting the production and

distribution schedule. Inventories, which consist of raw materials, consumable

stores, machinery and equipment, general stores, working progress and finished

goods are to be parchased and stored. Iventory control, therefore, is a scientific

method of determining what, when and how much to purchase and how much to

have in stock for a given period (Schonsleben, 2000).

2.1.4.3 The Need for Inventory Control

Inventory control is a quantitative control technique with strong financial

implications. For many organizations, inventory control is perhaps the single most

important control technique having direct relationship with production, marketing,

purchasing and financial policies. Owler (1985) says that “stock control means that

materials of correct quantity are made available and when required, with due

regards to economy in storage and ordering cost, purchasing prices and working

capital’’.

Inventory control often constitute a major element of total working capital and

hence it has been correctly observed, “Good inventory control is a good financial

management’’. Effective controls requires primary attention to those point which

are critical to apprising performance, control requires organizational structure

which shows the various segregation of duties and responsibilities of each staff

members, “ Poor segregation of duties and responsibility has a major source of

ineffectiveness’’.

According to Saleemi (2007), industrialization has highlighted a number of

problems, one of which is the problem of cost reduction and cost control. In Kenya,

it has attained special importance because of abundance of human resources but

scarcity of capital resources “The cost of materials accounts for nearly two- thirds

of the total cost in both production and construction industries. The determining

factor is obviously the efficacy of materials management”, and apparently this

factor has given rise to the need for inventory control based on scientific methods.
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The increasing size of business establishment may be said to be the other factor. It

would have been possible  for an enterprises in the past to maintain a reasonable

margin of profit even if there had been a poor inventory control. But the increasing

business and industrial activities call for an effective inventory control system.

Moreover, the big size itself calls for advantages of large-scale business and

industrial operation.

The wide variety and complexity of modern requirements is the third factor which

has given rise to the need for inventory control. It is because the larger the range of

requirements, the greater the number of problems of inventory. The problem of

investment, procurement, storage, handling, accounting, shortages, shortages,

stockouts, deterioration, obsolescence, etc., are multiplied with the increase in the

varieties and complex inventories.

The urgency of modern requirement and the high idle time cost of machines and

men is the fourth factor requiring a specific system of inventory control. Speed is

the order of the day. ‘Time is money’ is the golden rule. Requirements cannot wait,

nor the machine and men can be kept in waiting since the cost of keeping them in

wait is more compared to the cost of materials in store.

The timely and right supply of materials, spares, etc., cutting down the investment

on inventories and their  carrying cost, achievement of economy in purchasing and

avoidance of loss during the storage process are subsequent major factors which

have given rise to the need for a scientific system of inventory control system

(Silver, Pyke and Peterson, 1999).

It should be clear from the above discussion that the rewards of inventory control

system cannot be overlooked particularly in Kenya. The ideas is of:

a) concerving valuable foreign exchange;

b) release of capital;

c) reduction in cost; and
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d) increasing competitiveness in the foreign market has further given rise to

the need for scientific system of inventory control in the wake of rapid

industrialization of the country.

2.1.4.4 The Importance of Inventory Control

The primary objective of an inventory control is:

a) to minimize idle time caused by shortage of inventory and non

availability of inventories as per requirement, and

b) to keep down capital investment in inventories, inventory carrying

cost and obsolescence losses.

Achieving of these objectives will result in more return on capital which is

materially the prime objective of an organization whether commercial or industrial.

Return on Capital is the ratio between Profit and Capital Investment.

In normal circumstances, profit margin depends on external factors like competition

over which the management has little control. Since the capital turnover rate is

maximum when the capital investment is minimum, the management may exercise

control over the competitive trends in the market to a certain extent. But here arises

a question: How can the management have a control over  competitiveness?.This is

possible through the control of inventories. Total capital in any organization is of

two types. Capital invested in fixed assets such as buildings, plant and machinery is

termed as fixed capital and a cut in this cannot be effected. But a reduction in what

is known as working capital, high percentage of which is locked up in inventories,

is possible and there is a definite scope of increasing the profit earning capacity of

the organization (Saleemi, 2007).

Thus efficient management of inventories may result in more profit margin since it

will reduce the operational and inventory cost resulting in reduction of production

cost, more competitive capacity, heavy turnover and increase in profitability.

Surpluses cause financial hardships because they tie up capital and shortages lead to

poor operational results, but satisfactory and scientific inventory control eliminates

these shortcomings thus proving its importance.
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2.1.4.5 Problems of Inventory Control

Brent and Travis (2008) argued that, the angle of each department in the enterprise

is generally different. Each department looks at inventories in a different manner.

The production department wants to keep the inventories at a sufficient level at all

time. Since production department is interested in producing at  minimum possible

cost and keep the workers- both skilled and unskilled- occupied all the time, it

wants a continuous production for which regular flow of inventories in sufficient

quantity and of required quality is a must. The production department wants to

maintain the tempo.

The sales department, on the other hand, is interested in ensuring a maximum

number of customer of for which it always wants a good stock of all the finished

products. The transport department is interested in keeping its fleet intact and all the

time in serviceable condition for which the department needs sufficient stock of

spare parts, and consumable items as its disposal.

The finance department, on the other hand, may all the time feel that inventories are

consuming capital and looking up the capital. If the capital is free from there, the

department may feel then the working capital so freed from inventories may start

earning a good return. The finance department, thus, looks at inventories in

isolation. It is usually unable to see inventories in relation to the overall objective of

the enterprise.

The individual department thinking poses a problem to the inventory control which

has to reconcile the conflicting claims of different departments within the

framework of the policies and programmes of the enterprise.

It is now being realised that inventory control problems have to be solved while

keeping in view the problems of every phase of operation purchase, production,

sales and finance. Therefore, an integrated approach is advocated. This approach

will help in solving the problems of inventory control keeping the costs at their

lowest. Proper planning of production, efficient and timely purchasing and close
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control of inventories will result from such an integrated approach to the problem

(Alade, Sharma, Dinesh and Hari (2004).

2.1.5 Types of Costs Involved in Inventory Control

Mclaney (2003)  point out that all businesses normally seek to balance the costs

and risks of holding stock with those of holding no or low level of stock. While the

costs of holding stocks tend to been fairly certain, if difficult to identify those of

failing to hold stocks may or may not occur; that is, there is a risk. Thus such costs

are in the nature of expected values, where costs are combined with their

probability of occurrence.

One of the types of costs involved in inventory control is  ordering costs. This is the

sum of the fixed costs that are incurred each time when an item is ordered. These

costs are not associated with the quantity ordered but primary with physical

activities required to process the order. For purchasing items, these would include

the cost to enter the purchasing orders and requisition, any approved steps, the cost

to process the receipt, incoming inspection, invoices, processing, and vendor

payment.

It is important to note that ordering costs are actually associated with the frequency

of the orders and not the quantity ordered. For example, in receiving department the

time spent checking in the receipt, intering the receipt and doing any other related

paper work would be included, while the time spent repacking materials, off

loading  trucks and delivery to other department normally include all time

associated with creating the purchasing order, approval steps, contacting the vendor

expediting and review order report, however the time spent reviewing, forecasting,

sourcing, getting quotes and setting up new items, should not be included unless

quotes are received each time.

In an organization the order costs would include the time to initiate the work order,

time associated with picking and issuing components, excluding time associated

with counting and handling specific quantities, all production scheduling time,
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machine set-up time and inspection time. Product in scrap directly associated with

machine set-up should also be included in order costs as would be in any tooling

that is discarded after each production run. For the most part, order cost is primarily

the labor associated with processing the order, but may also included the other costs

of phones calls, taxes, postage and envelopes.

Another cost involved in inventory control is holding cost. This is the cost that

accrued due to the actual holding of inventory over a period and it can vary

considerably from one situation to another. The key characteristic of holding cost is

that it varies with the amount of inventory being held and with the length of time

that the inventory is held. This cost has the following cost components;

i. Interest: If the money borrows to pay for inventory then the interest would

be part of carrying cost

ii. Insurance cost: These are cost directly related to the total value of the

inventory

iii. Taxes: Taxes are required to be paid on the value of inventory and should

they be included in carrying costs.

Stock - out costs are costs associated with running out of/inventory. The avoidance

of these costs is the basic reasons why stocks are held in the first instance. The cost

include, lost contribution through the lost sale caused by stock-out, loss of future

sales because customers go elsewhere, loss of customer goods , labor frustration

over stoppages, cost of production stoppages caused by stock-out of work progress

or raw materials, and emergence of procurement cost.

Under High-level inventory management, Rachamadugu (1989) says that there was

a change in manufacturing practice from companies with relatively homogeneous

lines of products to horizontally integrated companies with unprecedented diversity

in processes and products. Those companies (especially in metal working)

attempted to achieve success through economies of scope - the gains of jointly

producing two or more products in one facility. The managers now needed
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information on the effect of product-mix decisions on overall profits and therefore

needed accurate product-cost information.

A variety of attempts to achieve this were unsuccessful due to the huge overhead of

the information processing of the time. However, the burgeoning need for financial

reporting after 1900 created unavoidable pressure for financial accounting of stock

and the management need to cost manage products became overshadowed. In

particular, it was the need for audited accounts that sealed the fate of managerial

cost accounting. The dominance of financial reporting accounting over

management accounting remains to this day with few exceptions, and the financial

reporting definitions of 'cost' have distorted effective management 'cost' accounting

since that time. This is particularly true of inventory.

2.1.6 Relationship between Inventory Policy and Credit Policy

Haley and Higgins (1973) studied the relationship between inventory policy and

credit policy in the context of the classical lot size model. It is observed that in

general, optimality of the total cost of an inventory system requires order quantity

and payment time decisions simultaneously. They derived the conditions under

which the standard solution reduces to optimal solution.

Using Economic Order Quantity (EOQ) and trade credit, Chapman et al. (1984)

derived an economic order quantity model which considers possible credit periods

allowable by suppliers. This model is shown to be very sensitive to the length of the

permissible credit period and to the relationship between the credit period and

inventory level. It is also shown to be more sensitive to estimates of the demand for

inventory items and less sensitive to ordering cost than the classical economic order

quantity model. They gave a numerical example to show how inventory costs may

be considerably reduced by taking the advantage of a credit period into account.

Goyal (1985) pioneered in developing the mathematical model when a supplier

announces credit period in settling the account, so that no interest charges are

payable from the outstanding amount if the account is settled within the allowable
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delay period. The supplier will obviously charge higher interest if the account is not

settled by the end of the permissible delay period. In fact, this brings some

economic advantage to the system, as a retailer would try to earn some interest

from the revenue realized during the period of permissible delay.

Davis and Gaither (1985) developed optimal order quantities for firms that are

offered a one time opportunity to delay payment for an order of a commodity. Such

delayed payments result in a reduction of the effective purchase cost, which is a

function of the return available on alternative investments, the number of units of

commodity ordered and the length of the extended period. Optimal order quantities

are developed for extended payment privileges that occur at a reorder points. Six

suppliers’ extended payment scenarios are studied. The sensitivity of derived

models to the changes in the various input parameter is carried out. The simulation

with realistic parametric values revealed that the additional discounted order

quantity is insensitive to large changes in the ordering cost and unit price; sensitive

to changes in the inventory carrying cost and return rate of funds, but without

significantly affecting the total cost; and extremely sensitive to the annual demand.

They gave simple analytic decision rules to guide firms that are offered such

extended payment privileges.

Using principles of financial analysis, Dallenbach (1986, 1988), Ward and

Chapman (1987;1988), argued that if trade credit has the character of a renewable

source of capital, the usual assumptions as to the incidence and the value of the

inventory investment opportunity cost made by the traditional inventory theory are

correct, contrary to research articles on this subject. They also established that if

trade credit surplus is taken into account, the optimal ordering quantities decrease,

rather than increase, as argued in some papers.

The average cost approach under the  Discounted–Cash–Flows (DCF) and trade

credit has two main drawbacks, namely the time value of money is not explicitly

taken into account and there is no distinction between out-of-pocket holding costs

and opportunity costs due to inventory investments. To overcome these drawbacks
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of the average cost approach, a number of researchers suggested Present Value

(PV)) approach (Discounted-Cash-Flow (DCF)). The DCF approach allows proper

recognition of the financial implication of the opportunity cost and out-of-pocket

costs in the inventory analysis. It also permits an explicit recognition of the exact

timing of cash-flow associated with inventory system and it considers the time

value of money as well.

Chung (1989) presented the DCF approach for the analysis of the optimal inventory

policy under the effect of trade credit. He studied the effect of the delayed payment

in determining the optimal order size. Rachamadugu (1989) established that the

best order quantity is an increasing function of allowable delay period.

Carlson et al. (1996) obtained economic order quantity under all units and

incremental – quantity discounts when purchase cost, ordering cost and inventory

holding cost are all incurred on date-terms supplier credit. Payment dates for the

three cost components need not be the same. Differences in the characteristics of

day-terms and date-terms solutions to the quantity discount case are studied.

2.1.7 Effectiveness

According to Myowela and Alemanta (2011), effectiveness can be referred to doing

more than before with the same resources as now (or less) which measures the

impact that has been achieved that can be expressed either quantitatively or

qualitatively. Examples are such question how many people were prevented from

participating in procurement process (quantitative) which is caused by biasness

criteria? And therefore, the outcomes should be equitable across communities. So

effectiveness measures should include aspects of equity, as well as quality ‟fair and

transparency.

Efeectiveness is the degree to which objectives are achieved and the extent to

which targeted problems are solved. In contrast to efficiency, effectiveness is

determined without reference to costs and, whereas efficiency means “doing the
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thing right”, effectiveness means “doing the right thing”

(www.businessdictionary.com).

2.2 Empirical Literature Review

In this section the researcher reviews the works done by other researchers which are

in one way or another related to the topic under discussion. It aims at relating the

theoretical literature reviews with the findings of the researchers.

2.2.1 Studies from Foreign Countries

Bagby (2004) on his research titled manage inventory to meet profit goals: A case

study of USA argued that, the closer they get to carry zero inventories- without

sacrificing customer demand the closer they get to reach that pinnacle of

organization efficiency. When the concept of just in time inventory management

evolved, for example it brought a fresh new look at the entire manufacturing cycle,

and how it could operate without interruption or non value- added time costs. Such

thinking combined with today’s available technology, has brought inventory control

system to a new level. Management can now meet their customers demand without

incurring the costs and burdens that come from stocking excess inventory. Features

such as effective forecasting, vendor management and data management control

make it possible for organizations to achieve a much higher rate of efficiency.

The study by Yusuf (2003) on inventory control and economic order quantity in

National Electric Power Authority (NEPA) in Nigeria revealed that  some of the

problems facing stores control systems were highlighted to include the death of

qualified stores personnel, overstocking and sometimes understocking, pilferages,

deterioration, obsolence and insufficient store materials. Stores control measures

started receiving attention in the advanced countries of America and Europe only

after the industrial Revolution of the 1930s, which resulted in the death of

materials.

Also, the study observed that the problem of stores control is not unconnected with

the failure of the top management of the organization to accord a high degree of



24

attention to the Stores function as well as their failures to employ a well qualified

stores officer to manage and control stock. There is also the problem of lack of

storage capacity. The National Electric Power Authority (NEPA) also shares in

these and many other problems.

Rajagopalan and Malhotra (2001) studied the trends of three types of inventories in

the U.S. manufacturing industry during the period 1961-1994 focusing on

materials, work-in-progress, and finished goods. Their analysis suggested that the

results from various inventory-reduction efforts are encouraging but also somewhat

mixed during this period. Several papers attempt to explain why farms differ in

their inventory levels or key performance measures such as inventory turnover.

Lai (2006) studied how the stock market affects farms' inventory decisions. He

identified strong statistical evidence that farms decrease inventory when the market

discounts high-inventory farms.

Rumyantsev and Netessine (2007b) used U.S. company data to test whether the

insights offered by classical inventory theory hold at farm levels. They show that

organization facing uncertain demand, long lead times, and high gross margin tend

to hold more inventories, and larger companies hold fewer inventories than smaller

ones because of the economies of scale effect.

Cachon and Olivares (2009) studied the effect of competition on retail stock levels

by using the data collected from General Motors' dealerships. The results suggest

that dealers carry more inventory when they face intense retail competition (i.e.,

competition drives the retailers to offer higher service levels). The paper establish

the link between high sales growth and the likelihood of inventory write-downs.

The area of inventory planning involves the day today follow-up and evaluation of

the key performance indicators in inventory management practice. Tersiane et al.

(1994) argued that measuring and monitoring the key performance indicators that

include inventory control costs and services level can ensure good inventory
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planning. An effective inventory monitoring system empowers management with

the right information to reduce inventory in times of dramatic sales decline. The

best system monitors the process rather than just a stock. This means that

monitoring and measurement takes place after cash action has occurred, and this

highlights error immediately. If errors are eliminated the idea of a periodic check

becomes superfluous Ballard (2000).

Brent D. Williams and Travis Tokar (2008) in their study “A review of inventory

management research in major logistics journals: Themes and future directions",

discussed that logistics researchers have focused considerable attention on

integrating traditional logistics decisions, such as transportation and warehousing,

with inventory management decisions, using traditional inventory control models.

Logistics researchers have more recently focused on examining inventory

management through collaborative models.

Watts Hahn and Sohn (1999) indicated that in order to minimize the occurrence and

impact of performance deviations caused by stem fitness problems, a manager must

ensure that the inventory management system is consistent with the operating

environment through monitoring. The system can be characterized by many

environmental variables, such as demand, costs, lead time, and management

policies. Decision rule may include order quantity, reorder point, and safety stock

level. They may also include performance measures like turnover rate, stock out

frequency and quality, inventory.

Goran (2003) in his research of inventory efficiency of turnover rate concluded that

there is partly an association between companies’ inventories and changes in

turnover rate. Occurrence in changes in turnover rate requires some knowledge to

be considered in corporate strategic planning of supply chain management.

Companies have to carefully consider the impact that their current policies of

inventory management have qualitative and quantitative changes in turnover. As a

result of increased changes, the financial benefits that may be achieved through
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being lean in the inventory management areas of one’s business might negatively

influence the financial costs incurred.

Kolias et al. (2011) conducted a study based on an econometric analysis of

inventory behaviour using an inventory turnover model. The empirical

implementation of the model was conducted on a sample of financial data for 566

Greek retail firms for the period 2000–2005. By employing panel data techniques

he found that inventory turnover ratio is negatively correlated with gross margin

and positively correlated with capital intensity and a measure of sales surprise.

Decomposing the variance into its components associated with year, firm and retail

segment effects, we found that a substantial amount of inventory turns variability is

due to segment-wise effects. Moreover, the inventory turnover reaction to different

sales changes was also studied. It was estimated that changes in sales bring on

bigger changes when firms operate in sales-declined region. These results are useful

in identifying methods and applications to improve inventory performance among

firms and over time.

Demeter and Matyusz (2011) assessed the impact of lean practices on inventory

turnover and suggested that firms that have widely applied lean practices have

higher inventory turnover than those that do not rely on manufacturing. However,

there may be significant differences in inventory turnover even among lean

manufactures depending on their contingencies. They investigate various

contingency factors, such as production systems, order types and product types

influence the inventory turnover of lean manufacturers by use of cluster and

correlation analysis to separate manufacturers based on the leanness.

Teresa, Saunders and Show (1998) argued that every time one sells an amount of a

product, product line, or other groups of items equal to the average amount of

money, one has invested in those items they are “turning” their inventory. It is

therefore the researcher’s opinion that if inventory does not turn rapidly, there is too

much money being tied up in unproductive or obsolete inventory.
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Jayakumar, Tom and Sijo (2013), in their study of analysing inventory control

techniques in Kochi, found that, there is a variation in the EOQ and number of unit

purchased. It is understood that the company is not following EOQ for purchasing

the materials. So, the inventory management is not satisfactory. From calculation of

safety stock, we can be able to determine how much the company can hold the

inventory in reserve stock per annum. From the classification, ‘A’ classes are those

whose unit value is more than Rs.100 and constitutes 45% of total components. ‘B’

classes are those whose unit value is between Rs.25-100 and constitutes 35% of

total components and ‘C’ classes are those whose unit value is less than Rs.25 and

constitutes 30% of total components. It is good that the company maintains its

inventories based on its value using controlling techniques. From the classification,

‘F’ items are those which move fastly and constitutes 43% of total components. ‘S’

items are those which move slowly and constitute 57% of total components and ‘N’

items are those which do not move (Non-moving items). According to the data

given, there are no Non-moving items. It is not good as the company maintains low

percentage in fast moving items compared to slow moving inventories based on

movements using controlling techniques.

2.2.2 Tanzania Cases

Pallangyo (2003) summarized that, the proper control and maintenance of inventory

to any company is needed in order to ensure that production continues without

interruption. He points out things to be considered for effectiveness of inventory

control to the organization.

 Training; accounting professional changes as time goes on due to improvement

of technology, hence there is the need for employees to attend different

seminar and workshops in order to couple with new changes in approach

 Computer application; all accounting activities should be computerized so as to

simplify the accounting tasks and attain the desired level of accuracy

 Improving security; it is worth to the public to introduce security system,

which enhances safeguarding the District Council’s inventory. This has

reduced pilferages and unauthorized users
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 Motivations: This plays an important role in monitoring and controlling

inventory. Therefore it is advisable for the company to introduce overtime

payments and bonus system in order to motivate employees.

Singhal (2005), Hendricks and Singhal (2009) documented the negative impact of

holding excessive inventories on stock price. They found that not all excess

inventory announcements are treated equally by the market: The market reaction is

less negative for excess inventory announcements made by larger farms, but is

more negative for farms with higher growth prospect and with higher debt-equity

ratios.

Chen et al. (2005) examined the trend of inventories held by American companies

and found that abnormal high stock levels are associated with poor long-term stock

returns. Rumyantsev and Netessine (2007a) studied whether a farm should use lean

or responsive inventory policies. They reported that mismatched changes in sales

and inventory are associated with lower profitability. Kesavan and Mani (2010)

tested the predictive power of abnormal inventory growth at retail farms. They

found that abnormal inventory growth is useful in forecasting retailers' future

earnings. However, both managers and analysts tend to overlook the information

conveyed by such a metric. Our paper contributes to this literature by investigating

the impact of inventory write-downs on farms' operating performance.

2.3 Conceptual Framework

A Conceptual framework is a description of a comprehensive conceptual model

framework which is relevant to the research problems. It indicates variables of

causes and effects.

Inventory management comprised of two major activities namely the control

inventory and the planning on inventory. Inventory planning involves determining

when to order items, how much to order, forecasting demand and stock

replenishment, identifying the most effective source of supply, inventory

information, management and inventory monitoring. Inventory control involves
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managing the inventory that is already in one’s warehouse, knowing that products

are in stock, as well as their quantities, cost and location. This study assumed that,

when we have good inventory management in Kilwa District Council, customers

(heads of department and section) will be satisfied with the services provided from

stores department.

Based on the dependent variable, this study assumed that the efficient inventory

monitoring system, information management system, improved  inventory and

stores management practices will directly have a positive effective on the Kilwa

district council’s turnover performance and growth.

Intervining variable includes customer service level, demand projections and

inventory control costs. Customer service level indicates how often items must be

in stock when customers (heads of section and department) require them. This

study assumed that customer service level monitored frequently in order to

maintain turnover performance. Demand forecasting estimates the future needs of

stocks and when to order. This will ensure that the right items are purchased at the

right time, for right customer in the right quality and delivered in right qualities.
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Moderating/Control Variables

Independent variable Intervening variable Dependent variable

Figure 2.1:  A conceptual framework of inventory control system in Kilwa
district.
Source: Adopted from Rogers (2011)

Moderating or control variables such as inventory monitoring and inventory

information system were included in the conceptual framework. Inventory

monitoring involves the day to day follow up and evalution of the key performance

indicators in inventory management practice. This study assumed that measuring

and monitoring the key performance indicators that includes inventory costs and

service level can ensure good inventory planning. An effective inventory

monitoring system empowers management with the right information to reduce

inventory in time hence improving the effectivess of inventory control system.

Monitoring and measument takes place after cash action has occurred, and this

highlights error immediately. If errors are eliminated the idea of periodic check

becomes superflows.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.0 Introduction

This chapter presents the research methodology and explains the primary data

collection procedures. Different sections are explained such as study area, research

paradigm, research design, area of the study, data collection methods, sampling

techniques, sampling procedure, and data analysis.

3.1 Description of the Study Area
Kilwa district is located in Lindi Region in southern Tanzania. It lays on latitude

8020 to 9056 and longitude 38036 to 39050 east of Greenwich. To the north it

borders with Rufiji district, Coast region. To the south it is bordered by Lindi and

Ruangwa districts. To the west it is bordered by Liwale district, and to the east, it

borders with Indian Ocean (Figure 3.1). The total district area is 13, 347.50 square

Kilometers (1,334,750 ha) of which 12, 125.9 square kilometers is surface land and

1,221.52 square kilometers is the ocean (www.lindi.go.tz)

Kilwa district has a coastal climate which is hot and humid with the average

temperature ranging between 220C and 300C. Humidity is high, nearly 98-100%

during the long rains. The district receives a total rainfall of 800-1400 mm/year and

its distribution varies according to locality. The land north of Kilwa Masoko

receives 1000-1400 mm, while that to the south receives less, about 800-1400

mm/year. The period of rainfall coincide with the onset of each monsoon; the long

rains (Masika), from about Mid-march to May, and the short rains (Vuli) from

about late October to December (District Executive Director, 2011).

The total population in 2002 census was 171, 057 living in 36,549 households.

Annual population growth rate is 0.9%, which is lower than the national average

growth rate of 2.9% per annum.  It is administratively divided into 6 divisions, 21

wards and 97 registered villages (Masoko and Kivinje urban areas inclusive).

The economy of Kilwa district hinges on crop production, livestock keeping,

fishing, trade and to a very limited extent on industrial activities. Like in most
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districts in Tanzania, Kilwa residents and their District Council draw a substantial

amount of income and food from small holder cultivators.

Figure 3.1: A Map of Kilwa District
Source: DED, Kilwa District Council, 2012

Agriculture is the main economic activity in the district which is practiced by 81%

of the total labour force. Major crops grown are coconuts, cashew nuts and sesame,
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as the main cash crops, and sorghum, cassava, maize, paddy, sweet potatoes and

cowpeas as main food crops. Other crops grown include pulses, mangoes, citrus

and vegetables. Intercropping is widespread and often results in complicated

cropping patterns.

3.2 Research Paradigm (Philosophy)

Paradigm comes from a Greek word paradeiknyai - to show side by side – and is a

pattern or example of something.  The word connotes the ideas of a mental picture

or pattern of thought. It was viewed as a set of basic beliefs that deals with ultimate

or first principles.  It represents a worldview that defines for its holder, the nature of

the “world”, the individual’s place in it, and the range of possible relationships to

that world and its parts. (Guba and Lincoln, 1994). The researcher of this study

realized the need to make use of multiple research methods to optimize the data

collection process and increase both the breadth and width of data collection

especially using interview, documentation and questionnaire methods.

3.3 Research Design

According to Kothari (2007), a research design is the arrangement of conditions for

collection and analysis of data in a manner that aims to combine relevance to the

research purpose with economy in procedure. The research design is the conceptual

structure within which research is conducted; it constitutes the blueprint for

collection, measument and analysis of data. As such, the design includes an outline

of what the researcher will do from writing hypothesis and its operational

implications to the final analysis of data. This study employed case study design.

The researcher considered a single case of Kilwa District Council and conducted a

detail and intensive analysis of the research.

3.4 Area of the Study

The population for this research constituted the Councils’ employees including

Storekeepers, head of departments and sections. The aim was to get an empirical
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data on the current inventory control practice in the public sector on improving the

whole system of control inventories.

3.5 Data Collection Methods

The data collected were both primary and secondary data. Primary data are those

which the researcher collected through interviews and direct practical participation.

Secondary data include the data which were used by the researcher but had been

collected by other researchers (Kothari, 2006). Secondary data were collected

through documentation, user guides, online tutorials, books, newspapers, journal,

manuals, training multimedia Cds, and internet searching information made

available at the organization website and at Procurement PPRA and Supplies

Professionals and Technician Board (PSPTB) library.

Literature search was very important in obtaining secondary data. Gash (2000)

defines literature search as a systematic and thorough search of all types of

published literature in order to identify as many items as possible that are relevant

to a particular topic.  It helps to develop a good understanding of and insight into

previous research.  Briefly, the literature search helps to point out questions,

anomalies or gaps in existing knowledge that could justify the necessity and extent

of research. It also helps to unearth information that was used in research project

itself such as in discussion, theories, opinion, comment, speculations etc.

Furthermore literature search keeps up-to-date the researcher, to update the work

according to the publication during the course of research project.

Saunders et al. (2003) categorize literature search sources into three groups, which

are primary literature sources, secondary literature sources and tertiary literature

sources. Primary literature sources include published sources such as reports,

theses,  papers and planning documents, and unpublished manuscript such as

letters, emails, memos and committee minutes. These primary sources of literature



35

(sometimes referred to as grey literature) are relatively difficult to locate when

compared to secondary literature sources.

Secondary literature sources are subsequent publications of primary literature such

as books, journals, newspapers, internet and some government publications. As

Saunders et al. (2003) point out, these literature sources are mostly used along with

primary literature sources in the literature review (for the case of research).  These

publications are also aimed at a wider audience.  They are easier to locate than

primary literature.

Tertiary literature sources are designed to help locate primary and secondary

literature, such as indexes, abstracts, catalogues, encyclopedias, dictionaries,

bibliographies, and citations. According to Saunders et al. (2003) the tertiary

literature sources are frequently updated and less costly. They are also called search

tools. Primary and secondary data were collected using instruments such as

questionnaires and interviews.

i) Questionnaire

Questionnaire is a general term including all collection techniques in which each

person is asked to respond to the same set of questions in a pre-determined order.

So, this method allows significant amount of data to be collected in a standardized

form. Questionnaires as a method of data collection are advantageous in that they

are inexpensive to administer, can be completed anonymously, easy to compare and

analyze (because each person (respondent) is asked to respond to the same set of

questions) can be administered to many people, allow collection of a lot of data,

and many sample questionnaires already exist.

ii) Interviews

This was used in order to understand respondents’ impressions, experiences, or

learn more about their answers to questionnaires. The interview were of three types:

structured interviews, semi-structured interviews, and unstructured interviews. Due

to time limitation and because of various pressing duties and other activities, the
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Chief- Executives Officer of the Kilwa District Council were interviewed using a

scheduled interview guide. However, other respondents who were reluctant to

respond to the questionnaires were also interviewed.

3.6 Sampling Techniques

3.6.1 Sampling Frame (population) and Sample Size

The staff population in Kilwa District Council headquarters was seventy five (75),

and fourty (40) of them were interviewed. Respondents included District Executive

Director, heads of departments and heads of sections (Table 3.1).

Table 3:1 Sample Size

Respondents Sample Size (Number Of Respondents)
District Executive Director 1
Procurement officers 2
Storekeepers 3
Heads of Departments 15
Tender Board Commettee Members 8
Other staffs (user departments) 11

Total 40
Source: Study Findings, March 2013

3.6.3 Sampling Procedure

The sampling procedures employed for the data collection during the study was non

probability-sampling method (purposive sampling). This method was used to obtain

the list at unit of enquiry to be interviewed, choosing the source of data to use as

only those related to entity, choosing documents and books to use and all items to

select deliberately according to their suitability in relation to the study. This method

was reasonable for the purpose of the study as it consisted of specific people with

specific information.

3.7 Methods of Data Analysis

Data were analysed using descriptive statistics which include frequencies, cross

tabulations and percentages. Finally, the analyzed data were presented by using

tables, pie charts, and words.
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CHAPTER FOUR

PRESENTATION OF FINDINGS

4.0 Introduction

This chapter presents the findings of the study. It also covers the descriptive

analysis. Descriptive analysis is based on the primary data collected through face to

face structured and unstructured interviews, and the secondary data obtained from

the offices of the Store department, Finance department and Human Resource

department. Section 4.1 presents  types of inventory control system used in Kilwa

district council; 4.2 presents challenges faced by Kilwa distrct council on inventory

control system; section 4.3 presents measures that can enhance the effectiveness of

inventory control system in Kilwa district council; and section 4.4 presents

storekeepers (stock controllers), achievement of the purposes for which they were

established.

Furthermore section 4.5 presents independence performance of storekeepers in

performing their daily duties; section 4.6 presents usefulness of stock document for

decision making; section 4.7 presents competence of storekeepers in performing

their duties; and section 4.8 presents contribution or improvement of inventory

control system to the development of Kilwa District Council.

4.1 Inventory Control Systems Used in Kilwa District Council

All respondents (100 percent) showed that Kilwa District Council use manual

system to control their inventories, and all activities related to material management

are done through manually. Kilwa District Council employs manual system to

provide a means of processing and storing information generated by the day to day

activities in the council. The records used to receive items are bin-cards, stock

record cards and stores ledger which provides more information about the

availability of the purchased item.
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4.2 Effectiveness of Inventory Control System in Kilwa District Council

4.2.1 The Success of Inventory Control System in Providing High Levels of
Customer Services
About 65 percent of the respondents agreed that the council received services or

products at the right time, orders received complete, orders received damage free,

and orders were filled and billed accurately. All these may create a sign that

inventory control system has been successful.

4.2.2 Reliability of  Inventory Management System in Kilwa District Council

Table 4.1 shows the reliability of inventory control system in Kilwa district council

from 2011 to 2014. The results show that during 2011/2012 financial year there was

one old facility, one balance, and no new facility. During 2012/2013 financial year

there were two new facilities, two balance facilities and no old facilities. The study

further found that, during the 2013/2014 finacial year the old facilities were two,

new facilities were two and balance facilities were four.

This study realized that inventory control system in Kilwa district council  has

become reliable. Inventory management in Kilwa district council included

everything from accurate record-keeping to shipping and receiving of products on

time. Hence an Inventory management was properly maintained, which kept a

Council’s supply chain running smoothly and efficiently.

Table 4.1: Reliability of Inventory Control Systems in Kilwa District Council

Year Old facilities New facilities Balance
2011-2012 1 - 1
2012-2013 2 - 2
2013-2014 2 2 4

Source: Stores Department Unit (2013)

4.2.3 Costs of Operating Inventory Control in Kilwa District Council

Kilwa District Council  has improved all inventory control systems through

operating activities at a minimum cost. The techniques used in Kilwa District

Council to reduce cost in inventory control system include base cycle stocks on
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economics, reduced order transaction costs, reduced acquisition lead times,

implemented joint procurement for purchased products, minimized purchase, and

maintained accurate inventory balances.

Figure 4.1 shows that 75 percent of respondents strongly agree  that storekeepers or

stock controllers achieved the purposes for which they were established. About 12

percent of respondents agree that stores department unit performed all plans, 5

percent were neutral, 5 percent of respondents disagree and none of the respondents

strongly disagree.

Figure 4.1 Respondents Statistics
Source: Study Findings, March 2013
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disagreed based on the performance of the storekeepers in their daily duties (Table

4.2).

Table 4.2: Respondents Statistics

Frequency Percent Valid Percent Cumulative Percent

Valid Strongly agree 5 12.5 12.5 12.5

Agree 17 42.5 42.5 55.0

Neutral 5 12.5 12.5 67.5

Disagree 8 20.0 20.0 87.5

Strongly disagree 5 12.5 12.5 100.0

Total 40 100.0 100.0

Source: Study Findings, March 2013

4.3 Usefulness of Stock Document for Decision Making

The findings of this study show that 75 percent of the respondents agree that stock

document was usefull for decision making, 15 percent were neutral and 10 percent

of respondents disagreed that stock document was usefiul for decision making

(Figure 4.2).

Figure 4.2 Respondents Statistics
Source: Study Findings, March 2013
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4.4 Competence of Storekeepers in Performing their Duties

The study revealed that 62.5 percent of respondents disagreed that the stores

department unit in Kilwa district council has no competent storekeepers while 37.5

percent agreed that stores department has competent storekeepers (Table 4.3).

Table 4.3:   Respondents Statistics

Frequency Percent Valid Percent Cumulative Percent

Valid Strongly
agree

Agree

10

5

25

12.5

25

12.5

25

37.5

Neutral
Disagree

0
15

0
37.5

0
37.5

37.5
75

Strongly
disagree

10 25 25 100.0

Total 40 100.0 100.0

Source: Study Findings, March 2013

4.5 Challenges Faced by Kilwa Distrct Council on Inventory Control System

4.5.1 Low Working Morally among Staff

The findings of this study showed that 72 percent of the respondents do believe

that, the existing salary scale is not sufficient to attract new talent, and retain the

most talented, skilled and experienced staffs. Also, low working morale among

Kilwa district council staff was due to inadequate motivation for good performance.

One respondent explained that, as stock controllers get experienced and reach

senior levels they are usually transfered to other stations.

4.5.2 Shortage of Storekeepers Undertaking Inventory Control

Table 4.4 shows that, in Kilwa District Council there is a problem of human

resources. The staff required for inventory control activities for the whole year were

three, and the manpower assigned was only one staff, indicating that two staff

members were required for the activity to be well implemented in the district.
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Table 4.4: Staff Participating in Control Inventory
Control assignment Manpower required Manpower assigned Reasons
Inventory control
Activities for the
Whole year

3 1
The government
fails to employ more
staff

Souce: Inventory Control, KDC (2013)

4.5.3 Lack of Skills

Table 4.5 shows Storekeepers Education Profile in Kilwa District Council. The

study revealed that the number of procurement staff and storekeepers required with

degree holders was three staff, the actual staff employed with degree qualifications

were two and hence having deficit of one staff. Also, the study showed that there

was no store department staff certified by Procurement and Suppliers Professional

and Technician Boarad (PSPTB).

Table 4.5:  Storekeepers Education Profile
Number of
Procurement  staff
and Storekeepers

Degree holders CPSP – holders (certified
Procurement and Supplies
Professional and Technician Board)

Required 3 3 3
Actual 2 2 -
Deficit 1 1 3

Source: Procurement and Stores department, KDC (2013)

4.5.4 Lack of Facilities

Table 4.6 shows the analysis of available facilities in procurement and stores

department at Kilwa District Council. The Stores department unit lacks important

working tools to facilitate their work such as computers, motor vehicles, tables,

photocopy machines, fax machines and office chairs. Most of their assignments

involve traveling to remote areas where infrastructure is very poor and office

transport is needed for convenience.

Table 4.6:   Procurement and Stores Department Unit Facilities
Facilities Required Available Shortage

Laptop computers 2 1 1
Motor vehicles 1 - 1
Desktops 1 - 1
Tables 4 2 2
Photocopiers 1 - 1
Fax Machines 1 - 1
Chairs 4 2 2

Source: Stores Department, KDC (2013)
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CHAPTER FIVE

DISCUSSION

5.0 Introduction

This chapter discusses the findings of the study by putting into account the research

questions and objectives addressed in chapter one. Discussion of descriptive results

is presented in tables, figures, and charts based on secondary and primary data

collected.

5.1 Discussion of Inventory Control Systems Used in Kilwa District Council

The findings from the study revealed that Kilwa District Council use manual

system to control their inventories. One of the tools used to receive items is a bin

card which records the Good Received Note (GRN) number as the reference for the

goods received, and issues a note number (combined requisition and issue notes) as

reference from the goods issued out and their quantities respectively. This enable

stock controllers in Kilwa District to know whether the items are in store or not by

checking bin-card.

Use of stock control cards (or stock record cards) was another method used. This

method was used to keep records on how many units have been used and how many

are on order. With this system, then, analyses were made of fast- vs. Slow moving

items. The method was also used to record information on the movement of goods

in and out of the storage area. Kilwa District Council use this method to monitor

inventory levels and to facilitate order initiation.

The study also revealed that a Store ledger was used to record the items held and

issuied within the store. Kilwa District Council use this ledger to know if goods are

available on store or not. On reviewing the item stocked there are two periods

which are used in Kilwa District Council to review or count such items which have

been held.  These are perpetual system and annual system.

Perpetual System was the most elaborate and accurate basic inventory control

system in the study area because inventory is monitored at all times. In this way, it
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was possible to determine at a moment’s notice how many units of each item were

in stock. This system was used mostly to review medicines and it helped to know if

they are below the required amont in order to make the reorder and best opportunity

to control both the number of units and if those  medicines are outdated or not. The

purpose of this review was to check if all information was accurate and to make any

updates and changes as necessary. Similar to the initial inventory data collection

process, the study revealed that a team of people visits every department and

checks the details of every piece of equipment to ensure they are accurate. Any

changes are recorded and then transferred to the main inventory record for the

pieces of equipment that are the most expensive to maintain. Furthermore, they

generate inordinate amounts of data – far more than one is likely to use. Some

pharmacies become overwhelmed by the mass of data that they tend to ignore the

data altogether.

Another inventory control system used in Kilwa district council was annual system.

With this inventory control process, as its name suggests, stock on hand was

counted at one per year and compared to the minimum desired levels. If the stock

was below the minimum desired, an order was placed. The most serious limitation

of annual system in the study area, is their measurement at a single point in time.

Thus, one could have significant variations in inventory levels which would not be

evident from a periodic audit. Additionally, the timing of review may affect

inventory levels, depending on how much usage fluctuates on a seasonal basis.

In Kilwa District Council, all the stocked items are purchased through tender and

non stocked items negotiated through quotation and practiced from different

potential suppliers. Most of the materials purchased are within the country and the

modes of purchases are through issuing the Local Purchase Order.

5.3 Effectiveness of Inventory Control System in Kilwa District Council

The success of inventory control system in providing high levels of customer

services shows that 65 percent of the respondents agreed that the council received

services or products at the right time, orders received were complete, damage free,
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and were accurately filled and billed. All these suggest that inventory control

system has been successful.

Based on the reliability of  inventory management system in Kilwa District

Council, this study realized that inventory control system has become reliable.

Inventory management in Kilwa District Council included everything from accurate

record-keeping to shipping and receiving of products on time. Hence an Inventory

management was properly maintained,s which kept a Council’s supply chain

running smoothly and efficiently.

Kilwa District Council  has improved all inventory control system through

operating activities at a minimum cost. The techniques used in Kilwa District

Council to reduce cost in inventory control system include base cycle stocks on

economics, reduced order transaction costs, reduced acquisition lead times,

implemented joint procurement for purchased products, minimized purchase and

maintained accurate inventory balances.

The findings of base cycle stocks on economics revealed that for purchased

products, getting a handle on the truly variable acquisition transaction costs and

inventory holding costs reduce average inventory through more and  smaller

purchases. Forthermore, this technique reduces purchasing, receiving and

accounting labor through fewer, and larger purchases. For manufactured products,

understanding the relationships between changeover costs and inventory holding

costs actually reduces average inventory through more frequent and shorter

production runs. Also, it reduces changeover labor through fewer, but longer runs.

Based on reduced order transaction costs, Kilwa District Council has now

improved on the use of computer to generate purchase orders (POs), Elecronic Data

Interchange (EDI) for Purchase Order (PO) transmission, Advanced Shipping

Notices (ASNs) to reduce expediting, and historical vendor performance to

prioritize expediting to lower purchasing costs. Table 4.5 shows that the time of

processing order has decreased depending on the number of days and weeks, hence

the cost of ordering becomes low because of short periods involved.
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Table 5.1 Order Cycle Time
Periods Processing order 1 Processing order 2 Total

Daily 2 3 5

Weekly 4 5 9

Source: Store Department Unit, KDC (2013)

Reduced acquisition lead times was another method used in Kilwa District Council.

The advantages of this method to the council is that, for either manufactured or

purchased product, any reduction in lead time, whether supplier lead time,

transportation time or receiving cycle time, provides a one-time, permanent

reduction in cycle stock inventory proportional to the throughput level of the Stock

Keeping Units (SKUs) and the degree of lead time reduction. In a similar manner,

reducing lead time variability and increasing inbound unit-, SKU-, or order-fill

rates both increase supply reliability and reduce safety stock inventory for a given

customer service level.

In order to reduce cost in inventory control system, Kilwa District Council

implements joint procurement for purchased products. Under this method, joint

procurement of multiple SKUs from a common supplier serves to effectively

reduce unit purchase transaction costs and thereby reduces both cycle stock

inventory and annual purchase transaction expenses. In a similar manner, joint

procurement of multiple SKUs from different suppliers located in close physical

proximity and Less Than Truckload (LTL) volume to form full Truckloads (TLs)

serves to reduce the incremental transportation cost portion of purchase transaction

costs and reduce cycle stock inventory.

This study found that Kilwa District Council used to minimize purchase in order to

determine if the reduced prices really provide savings.  This method compares the

total cost of ownership, including inventory holding costs, that is,  not just landed

costs for purchased products’ quoted prices with no order quantity limitations with

reduced prices requiring Minimum Order Quantities (MOQs).
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The findings of this study show that Kilwa District Council maintains accurate

inventory balances because inaccurate inventory balances undermine the very best

forecasting and safety stock management processes. Stores department unit is

always addressed with effective cycle counting and issuing root cause identification

efforts.

Figure 4.1 shows that majority of respondents (75 percent) strongly agree  that

storekeepers or stock controllers achieved the purposes for which they were

established. This implies that all activities were implemented based on the annual

procurement plan. Furthermore, the study observed that store department unit plays

the vital role in advising management regarding how to reduce cost and improving

efficiency and effectiveness. However, the department has fewer roles to advice

management regarding assessing existence of good governance structure,

enhancing accountability and ethical practices, effective risk assessment and

management, designing and implementing inventory control system, and designing

sound store control procedures and Project management and evaluation.

5.4 Independent Performance of Storekeepers in Performing their Daily Duties

The study revealed that 65 percent of respondends agree that stores department

staffs perform their work independently while 32.5 percent of the respondents

disagreed on the performance of the storekeepers in their daily duties (Table 4.5).

In addition to that, respondents feel that the current organizational structure does

not allow them to provide any information when officials in the organization abuse

their power against public interest (equity is in danger), lose their intergrity and

honesty and when officials withhold key information. Some storekeepers pointed

out that in the current situation there is no any law that protects them from job

displacement due to their finding against management. As a result, storekeepers

continue to be manipulated by management.

According to this definition, store control function could be viewed as a “first line

defense” against inadequate organizational governance. With appropriate support

from the store Committee, the stores staff is in the best position to gather
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intelligence on inappropriate inventory practices, inadequate inventory controls,

and ineffective store procedures. However, the respondents believe that  the

effectiveness of the inventory control function at Kilwa District Council is too weak

to contribute towards the government’s effort in the process of improving the

performance of the financial management system.

5.6 Usefulness of Stock Document in Decision Making

Majority of respondents in  this study (75 percent) agree that stock document was

usefull for decision making. About 10 percent of respondents disagree that stock

document was not usefull for decision making (Figure 4.2), implying that there

were no corrective action taken based on stores findings identified by the stores

department unit. On the other hand, respondents added that controlling was done

and findings were recorded just for the pupose of formality. However, stock

controller still tries to follow up the implementation of stores findings based on

rectification during controlling process of the following year.

Furthermore, management has a problem of implementing recommendations even

though the government assists and advises managements to take prompt and

responsive action on all findings and recommandations made by the stores

deprtment unit. This implies that, the unit’s function of advising management is not

done appropriately. The performance is supposed to be effective for the unit to

achieve its targets and advise the management accordingly. Poor advice may lead to

mismanagement of funds like fraud, misappropriation and other forms of misuses.

5.7 Competence of Storekeepers in Performing their Duties

The study showed that 62.5 percent of respondents disagree that stores department

unit in Kilwa District Council has no competent storekeepers in performing their

duties. Competency is measured in terms of academic levels, experience, skill and

the effort of staff members to upgrade their professions.

The respondents in the study area also suggested that, the council has to consider a

budget for continuing educating both procurement and stores department staffs, by
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providing them with seminars and workshops on how to order and control their

inventories. Competency of storekeepers determines the quality of inventory

procedures followed in holding inventory more accurately.

5.8 Challenges Faced by Kilwa Distrct Council on Inventory Control System

The findings of low working morally among staff in the Council showed that 72

percent of the respondents believe that, the existing salary scale is not sufficient

enough to attract new talent, and retain the most talented, skilled and experienced

staffs. Morale can be the fuel that drives an organization forward or the fuel that

feeds the fires of employees discontent, poor performance, and absenteeism

(www.roberts.edu). Also, low working morale among Kilwa District Council staff

was due to inadequate motivation for good performance. One respondent explained

that, as stock controllers get experienced and reach senior levels they are usually

transfered to other stations. This causes the stores department unit to remain the

least preferred area by talented, skilled and senior individuals despite the

demanding nature of the work for such type of manpower. Leaders who fail to

address morale issues in the work place face decreased productivity, increased rates

of absenteeism and associated costs, increased conflicts in the work environment,

increased customer complaints and dissatisfied consumers, and increased employee

turnover rates and costs associated with hiring and training replacement staff

(www.roberts.edu).

The study further revealed that shortage of storekeepers was the major problem

hindering the efforts of strengthening the stores department in Kilwa District

Council. The human resource is certainly the most important factor of production

because it is capable of transforming all the other factors for the betterment of

human life and human welfare. Developing and utilising this resource effectively

increases its productivity and its capital value. Thus, human resources development

must be one of the leading objectives on the nation’s development agenda

(www.tanzania.go.tz).

With the regard to the lack of skills, the study showed that store department staffs

in Kilwa District Council  lack various professional skills such as  report writing
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skills, knowledge on how to use procedures of stores for their control assignments,

and  how to document their stocks records for evidence purpose. This leads to low

performance of the unit. Storekeepers really need to be trained in order to become

competent as required by the profession. Storekeepers must be encouraged to

possess required  by the Board in order to perform and achieve the unit’s role. The

Procurement and Supplies Professional and Technician Board requires all

Procurement stock controller members to possess a ‘CPSP’ (Certified Procurement

and Supplies Profession) in orde to be accepted as qualified members Worldwide.

The respondents suggested that, the Council has to allocate enough budget for

training store department staffs by giving them seminars and workshops on

Material Management. Also, they said that without proper inventory control

system, nothing of good quality can be obtained, and for that reason a proper

practice of inventory control system should be developed and implemented for the

betterment of our country.

The quality of leadership for store department unit is also found to be less

satisfactory. The statistical summary of the response result indicates that, there are

no sufficient and highly skilled staffs (88 percent ), and no effort is made to

integrate and coordinate stores evolution activities (60 percent) and to develop and

implement appropriate framework to measure inventory control performance (84

percent). On the other hand, even though Kilwa District Council has a store

committee, respondents still do not believe that the store committee has right mix of

knowledge, experience and representation of major holders of inventories.

Modern storekeeping demands the use of appropriate technology and adoptions of

keeping inventory to the technology itself as store area, developing staffs’ skills

through several cost effective  like trainings and other forms. However, this study

noted that in Kilwa District Council technology as a tool for storing is almost not

used (96 percent ), budget for stores department unit is also not allocated (80

percent ), and it is also not common to seek expertise assistance (76 percent ) when

staff lacks knowledge in the store area.
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Considering the situation of store department in Kilwa District Council, the role of

stores department is important to the organization because it provides value and it

improves an organization’s operations. It also helps an organization to accomplish

its objectives by bringing a systematic disciplined approach, educating and

coaching the organization staffs in key principles, as well as effective use of

organizational economic resources performance. Finally responsibilities, authority

and independence should be considered.

Based on the stores department facilities, the study showed that the department

lacks important working tools to facilitate their works such as computers, motor

vehicles, tables, photocopy machines, fax machines and office chairs. Therefore,

storekeepers used other departments motorcycles in order to reach some of the

areas and failed to access some of the offices located in remote areas. The reasons

is that, council cars were owned by other departments hence stores department have

to wait until other department officers finished their tasks. This resulted into failure

to accomplish their stocktaking work as planned and consequently led to failure of

the unit to meet its targets.

Lack of funds to facilitate procurement of stores department unit facilities has been

the major cause of ineffective performance of the unit, despite the fact that the unit

is there to help the management. Sometimes the unit has to depend on fund

assistance from other sections or departments which, is a great threat to the

autonomy of the unit.

All these sources indicate the existence of less satisfactory development towards

improving management system through inventory control of Kilwa District

Council. One reason for this macro problem is poor management control system

that has sustained in the local authorities for many years. The qualitative data

discussed above supports this argument.
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CHAPTER SIX

SUMMARY, CONCLUSIONS AND POLICY IMPLICATIONS

6.0 Introduction

This chapter presents the summary, conclusion and policy implications of the study.

The summary of the dissertation provides a brief description of the whole

dissertation while the conclusion of the study presents some concluding remarks of

the findings. The section on recommendations gives a way forward based on the

study findings. The chapter ends by providing some recommendations for further

study.

6.1 Summary of the Dissertation

The general purpose of the study was to assess the effectiveness of inventory

control system in Kilwa District Council. Specifically, the study aimed at assessing

the inventory control systems used in the council, effectiveness of inventory

control systems, identifying the challenges facing inventory control systems and

policy measures to enhance the effectiveness of inventory control system in Kilwa

District Council.

This study employed a case study design. The researcher considered a single case

of Kilwa District Council and conducted a detailed and intensive analysis of the

research. The population for this research is the Councils’ employees, including

storekeepers, and head of departments and sections.
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The sample was selected from the officers of the council. The aim was to get an

empirical data on the current inventory control practice in the public sector on

improving the whole system of control inventories. The staff population in Kilwa

district council headquarters  was seventy five (75), in which fourty (40) of them

were interviewed. Respondents included the District Executive Director, heads of

departments and heads of sections.

Data were analysed using descriptive statistics which included frequencies, cross

tabulations and percentages. Finally, the analyzed data were presented by using

tables, pie charts and word text.

The study revealed that Kilwa District Council use manual system to control their

inventories, and all activities related to material management are done manually.

Kilwa District Council employs a manual system to provide a means of processing

and storing information generated by the day to day activities in the council. The

records used to receive items are bin-cards, stock record cards and stores ledger

which provide more information about the availability items purchased.

Based on the effectiveness of inventory control system in Kilwa District Council,

the study shows that 65 percent of the respondents agreed that the council received

services or products at the right time, and that orders received were complete,

damage free, and accurately filled and billed. This implies that inventory control

system has been successful.
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With regard to the reliability of  inventory management system in Kilwa District

Council, this study realized that inventory control system has become reliable.

Inventory management in Kilwa District Council included everything from accurate

record-keeping to shipping and receiving of products on time. Hence an inventory

management was properly maintained, which kept a Council’s supply chain

running smoothly and efficiently.

Furthermore, the study revealed that 65 percent of respondends agrees that stores

department staffs perform their work independently while 32.5 percent of the

respondents disagree on the performance of the storekeepers in their daily duties .

In addition to that, respondents feel that the current organizational structure does

not allow them to provide any information when officials in the organization abuse

their power against public interest (equity is in danger), lose their intergrity, and

honesty and when officials withhold key information.

Based on the usefulness of stock document for decision making, majority of

respondents in  this study (75 percent) agree that stock document was usefull for

decision making. About 10 percent of respondents disagree that stock document

was usefull for decision making (Figure 4.2), implying that there were no corrective

action taken based on stores findings identified by the stores department unit.

Results on the competence of storekeepers in performing their duties, showed that

62.5 percent of respondents disagree that stores department unit has no competent

storekeepers in performing their duties in Kilwa district council. Competency is

measured in terms of academic levels, experience, skills and the effort of staffs to
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develop their professions. The respondents in the study area also suggested that, the

council has to consider a budget for continuing educating both procurement and

stores department staffs, by providing them with seminars and workshops on how

to order and control their inventories.

The findings of low working morally to staff in council  showed that 72 percent of

the respondents  do believe that, the existing salary scale is not sufficient to attract

new talent, and retain the most talented, skilled and experienced staffs. Also, low

working morale among Kilwa District Council staff was caused by inadequate

motivation for good performance.

The study further revealed that shortage of storekeepers was the major problem

hindering the efforts to strengthen the stores department in Kilwa District Council.

The human resource is certainly the most important factor of production because it

is capable of transforming all the other factors for the betterment of human life and

human welfare.

6.2 Conclusion

This study assessed the effectiveness of inventory control systems in Kilwa District

Council. The study was conducted in Kilwa district where a District Executive

Director, heads of departments, and heads of sections were interviewed.

The study revealded that 65 percent of the respondents agreed that the council

received services or products at the right time, and orders received were complete,
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damage free, and were accurately filled and billed. This implies that inventory

control system has been successful.

Based on reliability of  inventory management system in Kilwa district council, the

results shows that during 2011/2012 financial year there was one old facility,one

balkance facility, and no new facility. During 2012/2013 financial year there were

two new facilities, two balance facilities, and no balance facility. The study further

found that, during the 2013/2014 finacial year the old facilities were two, new

facilities were two, and balance facilities were four. This implies that inventory

control system in Kilwa District Council  has become reliable.

The study further revealed that, Kilwa District Council  has improved all inventory

control systems through operating activities at a minimum cost. The techniques

used in Kilwa District Council to reduce cost in inventory control system include

base cycle stocks on economics, reduced order transaction costs, reduced

acquisition lead times, implemented joint procurement for purchased products,

minimized purchase and maintained accurate inventory balances. Also, about 75

percent of respondents strongly agree  that storekeepers or stock controllers

achieved the purposes for which they were established.

6.3 Recommendations and Policy Implications

To improve the effectiveness of the inventory control systems in Kilwa district

council, the following points are recommended
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i. The council should allocate sufficient fund to stores department. The

inventory control activity must have sufficient funding relative to the size of

its store’s responsibilities.

ii. Kilwa District Council should strengthen and implement the procurement

training workshop and short courses to its staff especially those working in

supplies section. The council shoul also coordinate and ensure quality of

procurement training and insist on the issue of transparency and

effectiveness to its officers. The inventory control activity should be

managed by a suitably qualified and experienced individual of a caliber to

reflect the responsibilities arising from the need to regularly liaise with and

advise executive and non-executive directors. The head of procurement unit

should have a high status within the organization and should be able to

operate effectively at Board level. Effectiveness may be enhanced by the

use of specialist staff, particularly in the inventory control activities of a

technical nature.

iii. The Kilwa District Executive Director should recruit, direct, control and

motivate the human resources available to ensure that the requirements of

the agreed stores coverage are met in accordance with standards. The

inventory control service should employ staff with varying types and levels

of skills, qualifications and experience in order to satisfy the requirements

of each storekeeping task.
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iv. The government should improve and increase professional roles to stores

department staffs. It should also improve responsibilities and approaches in

evaluating risk management, as well as control and governance procedures

in council environments. This is because, the current “procurement

planning” view of the Concil’s purchased items is not only limiting the

storekeepers scope of work, but also has major effects on stores

relationship.

v. Kilwa District Council should put in a special consideration on the issue of

unrestricted access. Stores activity should be conducted with complete and

unrestricted access to all forms of stock document for evidences like

property and records within the council.

vi. The management is advised to use modern inventory control systems which

include bar codes and radio frequence identification. So as to provide

automatic identification of inventories, reduce out of stock and collect

additional information from other departments.

vii. Kilwa District Council is advised to use a computerized system which may

be used to automate an order fulfilment process as a system which contains

a list of orders to be received. This will ensure proper documentation of

items to facilitate Kilwa ditrict council on adopting an inventory model in

the future. Although this is a demanding task, it can result in proper

management of stores activities.
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viii. Kilwa District Council should validate task performance to attain the

highest efficiencies in inventory processes through task monitoring,

measurement and validation,and to put the right people in the right jobs.

6.4 Recommendations for Further Studies

This study only focused on the effectiveness of the inventory control systems in

Kilwa District Council. This calls for further researches on inventory management

as a determinant for improvement of customer services and inventory management

delivering profits through stock management.

Inventory management will be used to assess how inventory management can be a

determinant to improve customer (heads of department and section) services in

Kilwa District Council. On the other hand, inventory management delivering profits

through stock management will study the awereness level of inventory management

fundamentals in various departments and sections in Kilwa District Council. This

information will help the policy makers in Kilwa district and the nation as a whole,

to improve stock control  systems.

6.5 Limitations of the Study

One of the limitations encounted was the non availability of data. This was due to

reluctance of respondents in giving data which were required by the researcher.

Sometimes the response to questionnaires were negative and some data were

accessed by authorized persons only.
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Another limitation of this study was the lack of enough literature based in Tanzania

focusing the assessment of effectiveness of inventory control system in the public

sector.
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APPENDIX

Appendix I: Questionnaire

I MWAJUMA KAUDUNDE, am doing the research on the topic “THE

ASSESMENT OF THE EFFECTIVENESS OF THE INVENTORY

CONTROL SYSTEM IN THE PUBLIC SECTOR”, A CASE STUDY OF

KILWA DISTRICT COUNCIL. I would like you to participate in my research

and to assist me by filling in the Questionnaire bellow. I will be grateful if you

could complete at your earliest convenience.

1.What are the of inventory conrol systems used in Kilwa District Council?

......................................................................................................................................

......................................................................................................................................

......................................................................................................................................

2.Who are the members involved on control those inventories?

Number. Tittle/Position

3. During Stock review we can tell good or poor performance by comparing the

actual situation to the government established and documented standards and

regulations?

(1)  Strongly Agree  (2)    Agree    (3) Neutral (4)     Disagree         (5) Strong

Disagree

Any additional comments …………………………………………………………...

4.  Have the storekeeper or (stock controller) achieved the purposes for which they

were established?

(1)  Strongly Agree  (2)    Agree    (3) Neutral (4)     Disagree         (5) Strong

Disagree

Any additional comments ……….........................................................................
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5.  Do the Storekeepers have full independence in performing their daily duties?

(1)  Strongly Agree (2)    Agree    (3) Neutral (4)     Disagree         (5)

Strongly Disagree

Any Additional comments …………………………………………………..........

6. Does the system creates challenges to the organisation?

(1)  Strongly Agree (2)    Agree    (3) Neutral (4)     Disagree         (5)

Strongly Disagree

Any Additional comments ………………………………………………….....

7.  Do the Storekeepers have a power to advice the Councils Management and

contribution concerned with stock matters so as the result in positive change in

Stock Management discipline?

(1)  Strongly Agree  (2)    Agree    (3) Neutral (4)     Disagree         (5)

Strongly Disagree

Any Additional comments …………………………………………………...........

8.  Does physical inventory vary from the system stock at stocktaking in the last 3

years?

(1)  Strongly Agree  (2)    Agree    (3) Neutral (4)     Disagree         (5)

Strongly Disagree

Any Additional comments ……………………………………………….............

9.  Through control of stock, Storekeepers can help the client to diagnose problems

and come up with practical/workable solution?

(1)  Strongly Agree  (2)    Agree    (3) Neutral (4)Disagree  (5) Strongly

Disagree

Any Additional comments …………………………………………………...............

10. Does the Councils use accurate, reliable, timely and useful stock document for

decision making?

(1)  Strongly Agree  (2)    Agree    (3) Neutral (4)     Disagree         (5)

Strongly Disagree

Any Additional comments ………………………………………………………

11.  Do the Storekeepers have the required competence in performing their duties ?

(1)  Strongly Agree  (2)    Agree    (3) Neutral (4)     Disagree         (5)

Strongly Disagree
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Any Additional comments …………………………….....…..........…………………

………………………………………………………………………………………

…..................................................................................................................................

..

12. On how inventory control system can lead the performance of Kilwa District

Council?...............................................................................................................

13.What are the challenges facing inventory control system based in Kilwa DC ?

a. ......................................................................................................................

b. .......................................................................................................................

c. .......................................................................................................................

d. ..........................................................................................................................

e. ..........................................................................................................................

14.What measures/ solutions the inventory control system can take solve problems

in Kilwa District Council?............................................................................................

......................................................................................................................................

......................................................................................................................................

......................................................................................................................................

......................................................................................................................................

Your job title/position ……………………………..................................................

Office/section …………………………….......................………………….............

THANK YOU FOR YOUR COOPERATION


