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Abstract
Recently, in the dramatically growing digital world, the management of materials plays a critical

role on the performance of manufacturing companies. This study focuses on the impact of
materials management on organizational performance of Walia Steel Industry PLC. Relevant
data was gathered through structured questionnaire via five point Likert scale and analysis was
made using SPSS version 23, so that a cross-sectional data type was used in the study. A total of
171 populations were used through census survey. The study adopted both explanatory and
descriptive research designs in integration with a commonly used quantitative and qualitative
research methods. The findings revealed that there was positive and significant association
between effective materials management functions and organizational performance which was
supported by interdepartmental collaboration among materials related departments such as
inventory, procurement and storage managements. The main problems faced in materials
management of the selected steel industry were weak materials management practices due to
weak interdepartmental coordination of the firm. This study revealed that, in order to achieve
significant cost saving, improved performance and production quality, firm competitiveness and
increased profitability, priority should be given to the management of materials in Walia Steel
Industry PLC. Recommendations were made for the focal firm to make the materials
management system to be effective and efficient for the attainment of organizational performance
through improved procurement, inventory and storage management system with better and
strong collaboration. The results implied that there is a need of be aware of the functions of
materials management so that the role and benefits of materials management practices should be

examined and outlined for further investigation.

Keywords: Materials Management, Procurement Management, Inventory Management, Storage
Management, Interdepartmental Collaboration and Organizational Performance



CHAPTER ONE

INTRODUCTION
In this chapter, the author introduced the chosen research topic that consists of background of the

study, statement of the problem and objective of the study. It also dealt with research questions,
significance of the study and research hypothesis of the study. In addition, it provided scope and

limitation of the study and how the author organized the whole thesis in the end.

1.1 Background of the Study
Materials management is an essential business activity, which tends to service and maintain a

stable flow of materials or goods (components, raw materials, semi-finished components, etc.)
that are necessarily required for manufacturing, logistics or other operations of a company. In
particular, materials management is a science that deals with the planning, acquisition and supply
of overall materials flows throughout the whole supply chain (Anton, 2017).

Materials management is a tool to optimize organizational performance and effectiveness in
meeting customer service requirements at the same time adding to enhance organizational
profitability through minimizing costs and making the best use of available resources. Materials
management involves a series of processes which are essential to be integrated, coordinated and
synchronized well to ensure that materials are available at their point of use when needed
(Banjoko, 2000).

Materials management is the system for planning and overseeing all of the efforts that are
mandatory to ensure that the precise quality and quantity of materials are correctly specified in a
timely order, gotten at a reasonable price and most importantly, always available at the point of
use when needed which made the manufacturing firms responsible for the coordination of
planning, sourcing, purchasing, moving, warehousing and controlling the production activities in
an integrative way for the firms in an optimum manner and at a minimum pre-determined level
of costs to enhance their performance and to maximize their profitability. A poor materials
management can bring about increase in costs during production and reduction in profitability

leading to poor performance (Arnold, Chapman and Clive, 2008,).

Materials are the lifeblood and heart of any manufacturing companies and as a result no

manufacturing firms can operate without them. They must be made available at the right price, at



the right quantity, in the right quality, in the right place and at the right time in order to co-
ordinate and schedule the production activity in an integrative way for an industrial undertaking.
A manufacturing firm will remain unstable if materials are under stocked, overstocked or in any
way poorly managed. The main objective of materials management is to make sure that
production materials are always available at their point of use when required (Taiwo, Claudius
and James, 2012).

Taiwo et al., (2012) showed that materials management encompasses all operations management
functions from purchasing of raw materials through the production processes to the final delivery
of the end products. It brings together under one management responsibility for determining the
manufacturing requirement, scheduling the manufacturing processes and procuring, storing and
dispensing materials. These materials requirements planning, procurement of materials,
inventory control, storage (warehouse), materials supply, transportation and materials handling
are the management of materials functions (activities). Hence, materials management has been
recognized as a source of opportunities to reduce production costs and can be treated as a profit

center.

James M. U. (2012) had seen that, the introduction of advanced technology as a great
improvement to the adoption of materials management as materials functions have many
common databases. Therefore, effective and efficient materials management is fundamental to

the survival and sustainability of businesses, industries and economy.

Organizational performance is the organization’s ability to attain its goals by using resources in
an efficient and effective method. Performance relates to the ability to attain goals or a specific
mission (Jacobs, 2009). Organizational performance is measured by how an organization realizes
its objectives, including increasing productivity and reduction of inventory in the short-run and
increasing market share in the longer duration. Organizational performance is compared to
performance of other organizations in the same industry. Organizational performance should be
measured under various perspectives; these include quality, efficiency, productivity, profitability
and sustainability (Thomas, 2017).

Organizational performance commonly comprises three special areas of firm outcomes;
monetary overall performance (profits, return on assets, return on investment, etc.), product

market overall performance (sales, market share, etc.) and shareholder return (total shareholder



return, economic cost added, etc.). Specialists in many fields are worried with organizational
performance along with strategic planners, operations, finance, legal, and organizational
improvement in that the concept of organizational performance is connected to the ideas of
effectiveness and efficiency (Abdulaziz, 2019).

International researchers (Ogbadu, 2009 and Ondiek, 2009) have shown that materials account
for more than fifty percent of the annual turnover in the manufacturing companies. Hence,
priority should be given to materials management in manufacturing companies in order to
achieve significant cost saving, improvement in production efficiency and increase in

profitability and competitiveness.

Several scholars argued that, the world has changed enthusiastically due to the growing wonder
of globalization and revolution in information and communication technology. Several
organizations in today’s business environment are forced to rising up their market share both
domestically and internationally in order to survive and sustain their business growth. The
challenge is to design an effective strategy to minimize the continued operational costs and
maximize the return on investment to those organizations in order to improve product quality and
provide reliable delivery dates through effective and efficient coordination of production and
distribution activities (Cross, 2019).

Domestically from previous researches, materials management has attention after few years in
Ethiopia but not this much satisfactory. For instance, Asmara (2015), Dawd (2015) and Tibebu
(2016) revealed the role of materials management in Ethiopian construction industry which
shows lack of proper construction materials management system in the country leading to a high
construction costs and poor quality of construction products. Tezera and Yadesa (2017) argued
that materials resource management and utilization is fundamental for organizations success or
failure associated with the flow of materials to, through and out of an organization.

Based on this background, this study was intended to examine the impact of materials
management on the performance of a manufacturing company with a particular reference to
Walia Steel Industry PLC.

1.2 Statement of the Problem

Materials management is the coordination of efforts (planning, controlling, organizing and

directing) towards achieving efficiency in the procurement, inventorying, storing, coordinating

3



and utilization of inputs of a manufacturing organization which is central to production activities
and management (Akindipe, 2014). According to Edoze (2010), effective and efficient materials
management functions contribute to the improvement of firms’ performance that leads to a

significant reduction in materials costs and helps to enhance organizational performance

According to Cross (2019), as a current interruption from inappropriate materials management
and utilization; organizational performance, productivity and profitability are founded on the
existence of the total margin output of any organization that was based on how materials are
managed and used effectively and efficiently. As the materials purchased, inventoried, stored,
integrated and distributed by many companies are not properly managed in order to ascertain the

strategized objectives of the firm, the opposite has been the case.

The management of materials in a manufacturing organization therefore deserves attention and
critical study in order to achieve uninterrupted production runs and enhanced performance in
operations. An integrated material management system with electronic data processing support
avoids many of the common volume data in a short time span and checking the actual against the
preset norms, so as to take quick preventive and/or corrective actions. These objectives could
only be achieved through integrated approach to material management functions by combining

and coordinating procurement, inventory control, and storage (Akindipe, 2014).

Consequently, it is doubtful whether companies make use of effective planning, organizing,
controlling and coordinating of their materials at their disposal before properly implementing
them in order to achieve the desired goals or not. Different manufacturing companies practiced
the side-effects of ineffective management of materials in the process of purchasing, inventory,

storage and distribution of materials (Cross, 2019).

This research varies from the previous studies by focusing on the inclusion of interdepartmental
coordination variable to the functions of materials management on organizational performance of
the selected manufacturing company in contrast with studies conducted on service offering firms
like government secondary schools of Addis Ababa City Administration by Molla (2017),
Wollega University materials resource utilizations practices and its challenges by Tezera and
Yadesa (2017), and construction industry by Asmara (2015), Dawd (2015) and Tibebu (2016).



From the results of different previously investigated research works, the practices of materials
management of the manufacturing firms in Ethiopia need improvements. This encourages the
researcher to focus on this topic and conduct research and then recommend what should be done
in the area of materials management to enhance organizational performance terms of the
functions of materials management such as materials inventory, materials purchasing, materials

storage and interdepartmental collaboration of the manufacturing company.

Moreover, investigating the impacts of materials management which determines the firm’s
performance are those that desire clarification from this research work. This study aimed at
investigating if there is any association between materials management functions and
organization performance sought to analyze perceived impacts of selected explanatory variables
on the targeted steel industry performance. Signifying the independent variables which impact
the performance of the targeted steel industry has not yet been sufficiently investigated. Though
taking this into consideration the insufficiency of previous investigation on the extent that
independent variables have on organizational performance, the researcher attempts to give some
insight contribution and enhances new findings of this study area in order to fill the knowledge

gaps in empirical evidence.

Therefore, sightseeing the impact of materials management functions (procurement management,
inventory control, storage management and interdepartmental collaboration) on organizational
performance becomes an interesting topic for the researcher to conduct an empirically evidenced

study particularly on Walia Steel Industry PLC.

1.3 Objectives of the Study

1.3.1 General Objective
This study has shown how materials management functions positively and significantly impacts

the organizational performance of Walia Steel Industry PLC through statistical evidences.

1.3.2 Specific Objectives
The specific objectives of the study are:

1. To examine the impact of procurement management on organizational performance
2. To investigate how inventory management/control affects organizational performance

3. To examine the impact of storage management on performance of the organization



4. To examine the impact of interdepartmental collaboration on organizational performance

1.4 Research Questions
This study attempted to provide answers to the following research questions:

1. What is the effect of procurement management on organizational performance?

2. What is the impact of inventory management/control on organizational performance?
3. What is the effect of storage management on company’s performance?

4. What is the impact of interdepartmental collaboration on organizational performance?

1.5 Significance of the Study
This research work was taken-up to show the significance of materials management to an

aggregate performance of the organization, basically through procurement management,
inventory management/control, storage (warehouse) management and interdepartmental
collaboration. Moreover, the findings of this study benefit the selected manufacturing firm in
understanding its materials management practices and provides a ground for the company to
reduce its internal and external costs that results due to poor materials management practices.
The results of this study may also contribute in defining new ways/strategies/methods and for
decision making trends of materials management for manufacturing sectors. Therefore, this study
possibly help by providing background for materials management as a reference for students,
scholars and upcoming researchers to conduct future/further researches on similar area of study

or any other sectors.

1.6 Scope of the Study
The study was focused on the impact of materials management functions in Walia Steel Industry

PLC from manufacturing companies in Ethiopia. It also covered the management of
procurement, inventory, and storage as well as the interdepartmental collaboration practices. The
research used both primary and secondary data from the employees of each department and
department heads of the firms with specific focus on those managers who are responsible for
acquiring and managing/handling the steel industry’s overall materials activities during

manufacturing/production operations for the achievement of the targeted objectives.



1.7 Limitation of the Study
Lack of current locally researched articles/literatures to be reviewed in the area of management

of materials in manufacturing sector in Ethiopia is one of the major lacks of study limitations of
this study. Focusing only to one manufacturing firm is also a key limitation of this study rather
than using two or more manufacturing firms. This study focuses on only one year of study than

focusing on two or more years was another critical time span limitation.

Furthermore, the other core limitation of the study was a variable limitation in assessing only the
impact of materials management functions on the performance of a selected manufacturing
company in terms of procurement, inventory control, storage and interdepartmental collaboration
practices excluding other functions of materials management from the stand point of the selected
Steel Industry namely called Walia Steel Industry PLC, "Alemgena branch”, only due to time

and financial scarcity to investigate more manufacturing companies and other branches.

1.8 Organization of the study
The organization of this thesis paper was enclosed in five main chapters.

The first chapter, which is the introductory section of the research paper, was already mentioned
at the beginning, is where the researcher gives a brief introduction and an initial overview of the

whole work on the research topic.

The second chapter dealt with review of related literature. It provides theoretical foundation of
the study through exploring the arguments of different theoretical perspectives and empirical
evidences on materials management impact through materials procurement, inventory control,
materials storage (warehouse) and interdepartmental collaboration practices on the performance

of Walia Steel Industry PLC and at the end sets conceptual framework of the study.

The third chapter involves the research methodology which discusses and describes the research
design and the research activities that the researcher undertaken. The research methodology
includes research design, population, sample size and sampling techniques, types and sources of
data, data collection procedures and instruments, methods of data analysis and presentation,
reliability and validity of the study.



The fourth chapter is about data analysis and research findings where the researcher presents and
analyzes the results of the questionnaire using appropriate statistical tools for discussion and

interpretation in order to get good understanding about the research issue.

The last chapter (chapter five) contains summary, conclusion and recommendations which will
summarizes the research findings, draws conclusion from the research study and explaining

limitations and further recommendations.



CHAPTER TWO

REVIEW OF RELATED LITERATURE
This chapter focuses on providing theoretical review and empirical models that are relevant to

the present work of the study. The theoretical review for materials management is clearly set up
discussing all the important factors related to management of materials. The purpose of this part
of the research work is to set up a foundation for the theoretical frame of materials management
concepts. Moreover, it also presents the findings of previous researchers work and different
author’s ideas that puts ground particularly for the analysis and interpretation of the data to make
recommendations based on the impact of materials management functions on the performance of
the organization resulting in profitability. Finally, it sets conceptual framework of the study that

what the researcher wants to work on.

2.1 Theoretical Review on Materials Management

2.1.1 Natures of Materials Management
Due to the organizational disintegration of some of the basic management functions concerned

with materials in corporate activity, the management of materials is many things to various
individuals and business firms. Some overstress the role of purchasing while others totally reject
this view and are ready to place stores and inventory control in the frontline of significance. Still
other scholars argue that the quality maintenance and quality assurances have an equal impact if
not more on performance, profitability and productivity through cost reduction in elimination
rates. Some authors argued that control of quality from the source to final destination of the
product improves organizational performance, productivity and company’s image, and still
materials handling and physical distribution logistics can contribute something more by assuring
a steady flow of materials within and without a plant by sustaining the production channel in a

continuous way (Datta, 2004).

At the present moment, materials management, which is seen as a system for assuring the
availability of the products desired by customers at the best obtainable cost of manufacture is not
anybody’s total responsibility. Truly enough quality and cost of manufacture are production
management’s responsibilities, but materials management must see timely delivery of materials
of proper quality and quantity at the work site. Pricing is a sales function, but materials

management must be in a position to advice sales regarding the laid-down costs at various



destinations. Depending up on the customer demand, a flow of materials is initiated. Raw
materials move from vendor to plant warehouse and hence to the manufacturing process.
Thereafter, the finished goods move either to plant warehouse or to customers directly.
Management of this whole flow of materials more often is called Materials Management.
Implicitly, therefore, materials management is a social technology which demands professional

expertise and advanced technology of its own (Datta et al., 2004).

2.1.2 Meaning and Scope/Function of Materials Management
The history of materials management indicates that materials management was initially used in

the United States of America within the manufacturing industries. The scarcity of materials,
which was felt during World War | in USA to a very large extent and it has become difficult for
production managers to supply the war goods. This has created it necessary to organize the
materials management department for managing large inventories in stores and to analyze the
problems arising to control and economize inventory cost problems and shortage elimination.
The concept of materials management was widely spread during World War Il and included as
an important function of management. This concept was welcomed by a number of major
companies in USA specifically the manufacturing companies and construction firms as a new
effective approach for dealing with materials problem. For instance at early 1939 by the
management of Goodyear Company and a little decade later by General Electric (GE) to
coordinate the complex movement of materials to, through and out of the factory (Chandra and
Retish, 2007). Since different scholars and various books define materials management
differently, there is no single definition for materials management.

Traditionally, some individuals are thinking the price companies paid to acquire the materials as
the cost of materials which usually displayed on a company statement of annual reports. Since
materials management concept is beyond this viewpoint, it concerns itself not only with these
very high costs but also with a large number of other costs added to the price paid to acquire the
materials. And also the focus of materials management is “the cost in materials” rather than “the
cost of materials” to control each and every type of cost that is incurred on materials (Clive,
2012).

Datta, et al. (2004) indicates that from the viewpoint of national economic development,
management of materials will be called upon to manage resources in a broader context than

earlier. Technological changes and creation of new materials are demanding an altogether new
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information system. The management of materials in this decade will be the center of
information that will rate high in the economic context, and a new mode of management
intelligence will be required to guide the most effective use of total resources. Materials
management will be the source of facts to predict the future with reasonable accuracy through
suppliers’ information systems. It will be required to collect basic information on new
technology, new process, new methods and new ideas. It will also be expected to know

accurately and quickly about new materials, markets, their developments and available sources.

Kokila and Ram (2018) explains that material management is a term used to contain controlling
the kind, amount, location, movement and timing of various commaodities used in production by
several manufacturing companies. Material management is the process of organizing, guiding,
controlling and coordinating those activities concerned with materials and inventory
requirements. Material management plays an important role in enhancing the performance of
manufacturing firms. The effective management of materials should be considered at the input,
process and output of manufacturing firms. It is important for planning and controlling materials
in order to make sure that the right quality and quantity of materials are appropriately provided in

a timely manner obtained at a reasonable cost and are available when needed.

Chandra et al., (2007) defines materials management as the process by which an organization is
supplied with the goods and services that it needs to attain its objectives of buying, storing and
movement of materials. Materials management is related to planning, procuring, storing and
providing the appropriate material of right quality, right quantity at right place in right time so as
to co-ordinate and schedule the production activity in an integrative way for an industrial
undertaking. Most industries buy materials, transport them in to the plant, change the materials in
to parts, assemble parts in to finished products, sell and transport the product to the customer. All
these activities of purchase of materials, flow of materials, manufacture them in to the product,
supply and sell the product at the market requires various types of materials to manage and
control their storage, flow and supply at various places, which is only possible by efficient
materials management.

Arnold et al. (2008) defines materials management as a special area of management which
concerns itself with the management of materials resources. What firms are attempting to do in
managing materials is to reduce and control the cost relating to this important resource, which

normally accounts for about fifty per cent on average of the cost of production. So, materials
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management creates a competitive advantage by delivering quality products/services on time and
offering lower costs by cutting its own cost as well as cutting cost of purchased item, that

account for over fifty per cent of the sales revenue which notifying superior value.

Materials management is a coordinating function responsible for planning and controlling
materials flow. Its objectives are maximizing the use of the firm’s resources and providing the

required level of customer service (Chapman, Arnold, Gatewood and Clive, 2017).

According to Banjoko et al. (2000), materials management is a tool to optimize organizational
performance and effectiveness in meeting customer service requirements at the same time adding
to enhance organizational profitability through minimizing costs and making the best use of
available resources. Materials management involves a series of processes which are essential to
be integrated, coordinated and synchronized well to ensure that materials are available at their

point of use when needed.

To ensure an effective material management in an organization, the overall installation and
maintenance of an inventory control system which is a system that include all the chain from
purchasing to warehousing should be implemented. For an effective material management, stock
valuation is principal in deciding the integral worth of company's share. Most companies fail in
material management because of the incapability to manage lead time. Thus, the initiation of
inventory purchase and the time it gets delivered to the company is a giant determinant of the
performance of an organization which is the actual output of the organization measured against
its expected output (Adamu, 2020).

Ondiek et al. (2009) defines materials management as the function accountable for the
coordination of planning, purchasing, obtaining, moving, storing and controlling materials in an

optimum way so as to provide a predetermined service to the customer at a minimum cost.

Florence (2018) defines materials management as a process which integrates the flow of supplies
into, through and out of an organization to achieve a level of service which ensures that the right
materials are available at the right place, at the right time, in the right quantity and quality, and at
the right cost.

Monday et al. (2012) saw materials management as a process of planning, procuring, storing,

moving and controlling materials to use facilities, personnel, resources and capital effectively.
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He also specified materials management as the process to provide the right materials at actual
place, at the right time to maintain a desired level of production at a minimum cost. Successful
implementation of material management concept in an organization leads to reduction in

duplication of functions, improvement in delivery of materials among other benefits.

Materials management is an essential business activity, which tends to service and maintain a
stable flow of materials or goods (components, raw materials, semi-finished components, etc.)
that are necessarily required for manufacturing, logistics or other operations of a company. In
particular, materials management is a science that deals with the planning, acquisition and supply
of overall materials flows throughout the whole supply chain (Anton, 2017).

As stated by Chandra et al., (2007), the definition of materials management accepted by
International Federation of Purchasing and Materials Management is: "Materials Management is
a total concept having its definite organization to plan and control all types of materials, its
supply, and its flow from raw stage to finished stage so as to deliver the product to customer as
per its requirements in time." This involves materials planning, purchasing, receiving, storing,
inventory control, scheduling, production, physical distribution and marketing. It also controls
the materials handling and its circulation. The materials manager has to manage all these

functions with proper authority and responsibility in the material management department.

Hence, these definitions provide the scope of materials management which includes materials
requirements planning, decision on purchasing, procurement of materials, inventory
management, staffing, storing and warehouse management, production and distribution of
finished goods at minimum cost at due date with the required quantity and quality (Ogbadu et al.
2009, Monday et al. 2012).

Fabio, Petrillo and Monfreda (2013) defines materials management as the function responsible
for the coordination of planning, sourcing, purchasing, moving, storing and controlling materials
in an optimum manner so as to provide a pre-decided service to the customer at a minimum cost.
As of the definition it is clear that the scope of materials management is vast. The functions of
materials management can be classified as purchasing, inventory control or management, stores
management, material planning and control, standardization, simplification, specifications, value

analysis, ergonomics, Just-in-Time (JIT).

13



Functions of Materials Management
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Management Control Management and Control Functions
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Figure 2.1: Functions/Scopes of Materials management
Source: Adopted Modification from Modern Production Management 1965 (2021)

Table 2.1: Differences between inventory management and storage/warehouse management

Inventory Management Storage/Warehouse Management
Complexity | -Simple -complex
-gives record of total items in specific | -follow to manage the entire
store location storage system
Control Only tell us the quantity of a specific | -provides a firm with much more
item we have at hand control over its operation
Integration | -take place in storage/warehouse -related to other aspects of order
management for order fulfillment fulfillment
System -Tracks counts of individual items -tracks units of storage spaces
inside store and forecast demand

Source: Adapted Modification from Materials Management 2008 (2021)

2.1.3 The Objectives and Role of Materials Management
As Lenders (1992) stated, the objective of materials management is to solve materials problems

from a total organizational perspective through controlling the effectiveness and performance of
different materials functions, providing a communication network and controlling the system of
materials flow. Furthermore, he explained about introducing the application of advanced
technology into the company which provided further reasons to adopt effective management of
materials, since material features have several common data needs that can share a common

database.
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According to Arnold et al. (2008) classical definition, the objectives of materials management is
the acquisition of materials and services of right quality in the right quantity, at the right price
from the actual source at the right time. Several evidences have been found that inefficient
materials management would lead to high costs and low productivity. Hence, it is very necessary
to take effective actions to manage materials in order to minimize costs and improve productivity
and competitiveness.

The main objectives of materials management are to buy at the lowest price, maintain a low
inventory, maintain continuity of supply, develop reliable and preferable sources of supply,
minimize the overall costs of acquisition, develop and maintain good supplier relationships,
achieve a high degree of cooperation and coordination with user departments. The fundamental
objectives of the materials management are acquisition of materials and services of the right
quality, in the right quantity, at the right time, from the right source and at the right price
(Wenjie, 2014).

According to Saini (2016), the primary objectives of materials management department are low
procurement price, high inventory turnover, low cost of acquisition and possession, continuity of
supply, consistent quality, low payroll costs, favorable supplier relations and maintenance of
good records while the secondary objectives of materials management are new materials,
processes and products, economic make or buy decisions, standardization and product
improvement.

Taiwo et al., (2012) and Florence et al., (2018) argue that, the objective of management of
materials is to optimize organizational effectiveness and performance in attaining customer
service requirements for its sustainability and additionally at the same time to enhance
profitability of the company via minimizing costs and making the best use of available resources
to attain competitive advantage in globally fast growing technologically advanced manufacturing

industries.

According to Wenjie et al. (2014), the major role of materials manager is to ensure the free flow
of materials in manufacturing industries which could be achieved through proper production
planning, procurement, storage control and distribution.

Procurement: - has to do with determining order quantity, work processing, store requisitions,
issue of requests, evaluation of quotations, supplier appraisal, negotiations, placing of contracts,

progressing of deliveries and clarifying payments (Monday, 2012).
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Storage: - involves the responsibility of the materials storage manager such as storage location,
layout and equipment, mechanical handling, stores classification, coding and cataloguing,
receipts of purchased items, assessment of materials, safety of stores, production issues,
provision of cost data, stock records and disposal of obsolete goods (Chapman et al., 2018).
Production Control: - involves forward ordering, arrangement of materials for production,
preparation of production schedules and sequences, issue of order to production emergency,
action to meet material shortages, make or buy decision, quality and reliability, feedback and
adjustment of supplies flow to production lines or sales trends (Chapman et al., 2018).

2.1.4 Importance of Materials Management
Management of materials offers superior promise as a cost minimizing tool. Healthier and

scientific materials management can not only bring about significant cost savings but also result
in improved production capacity of plants, saving of labor time, reduction in inventory costs,
reduction in storage space, reduction in materials damage, smooth flow of production, easier
production control and monitoring and reduced employee tiredness. Effective and efficient
materials management is critical to the performance of several manufacturing firms. Hence, the
importance of management of materials lies in the fact that any significant involvement made by
the managers of materials in minimizing materials cost and enhancing productivity will help to

improve organizational performance and the rate of return on investment (Henry, 2015).

2.1.5 Key Functional Areas of Materials Management
Barker et al. (1989) identified five key functional areas that management of materials cuts across

which include purchasing, production and inventory control, quality control, storage and
warehousing, and physical distribution (as cited by James, 2012, p-27). Purchasing and inventory
control are the key elements for efficient material management (Akindipe, 2014). Whyback and
William (1986) expanded the areas to include predicting demand and amount of materials
requirements, good supplies and customer relationships, homegrown source of supply for foreign
materials, developing skills of employees in management of materials, improved
interdepartmental efficiency and Research and Development (R & D) in management of

materials.

Ondiek et al. (2009) and James et al. (2012) have shown that purchasing, inventory control,

selection of personnel for marketing, stores management and materials handling and their
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training and placement was seen by the materials management department. The materials
manager has to manage all these functions with proper authority and responsibility in the
materials management department. This indicates that it is very essential to have materials
management department in any organization to help the management in the production activities.
It also helps in the marketing, sales promotion and control of all the types of materials for its
quantity, quality and cost. And also, some scholars categorize these functions of materials

management as primary function and secondary function.

2.1.6 Achieving Organizational Performance through Materials Management
Effective and efficient management of materials contributes a major role to achieve

organizational performance and productivity through effective materials purchasing, acquisition,

inventory control, materials handling and movement of materials.

2.1.6.1 Procurement Management
Procurement is a broader concept that includes purchasing products required for production,

stores, movement, receiving, inspection and retrieve while purchasing describes the process of
buying which covers the knowledge of the requirements, identifying and selecting a supplier and
negotiating price. It is clear that since purchasing is responsible for controlling a dominant share
of the company's revenue, it directly impacts organizational performance and profitability and
the financial success of the overall business enterprise (Saini, 2016).

Ibegbulen (2015) states that, materials purchasing starts with the receipt of the purchase
requisition from the store. Purchasing can be defined as the process of buying and procuring of
materials, parts, components, equipment’s, spare parts, tools and supporting items required by
industries or any organization to deliver its products as per customer requirements at the
competitive rates and of good quality. The purchase order is therefore prepared based on the
contents of the requisition.

Purchasing can simply be considered as the process of buying. Many assume purchasing is
simply the responsibility of the purchasing department. However, the function is much broader
and, if carried out effectively, all departments in the company may be involved. Obtaining the
right material, in the right quantities, with the right delivery (time and place), from the right

source, and at the right price are all purchasing functions (Chapman, 2017).
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David and Victor (1997) specified that, for any function to be successful, it must establish clear
measurable objectives and work wisely to achieve them. To maximize its contribution to the
firm's overall performance, purchasing must establish the following two overarching objectives:

1. To ensure economic supply by the procurement of goods, supplies, and services to keep

the company in operation
2. To contribute to profits by efficiently controlling the flow of money passing through the
operation

To be the unbeatable among competitors and prepare better for long term progress, organizations
should integrate the best procurement practices such as supplier development, value engineering,
cost management, strategic sourcing and supplier incorporation to its operations. Due to the
escalation of competition in the global market organizations have resorted to the implementation
of procurement strategies that lower prices and increase quality, meet expectations, reduced
production time, speedy response and financial requirements. Thus, procurement management
has contributed to the improvement of internal activities in order to assist the organization’s
external activities (Masudin et al., 2018).
Chandra et al., (2007) stresses that, the most important thing to bear in mind while planning for
the achievement of profit is to procure the right quality and quantity at the right price.
Procurement in highly technical areas requires skilled and experienced purchasing managers.
Purchasing is the process of buying. Cost improvement is the result of learning effect among
employees, reflecting the development of skill that occurs when a task is done repeatedly.
Ibegbulen (2015) indicates that, the acquisition circle consists of recognizing, defining and
describing the need, transmitting the need, investigating and selecting the supplier, order, receipt
and inspection of goods supplied, auditing the invoicing and closing the order. The effect of
acquiring defective materials can be reduced by buying from the right suppliers at the right price
without compromising quality.
On the average, manufacturing firms spend about fifty per cent of their sales in the purchase of
raw materials, components, and supplies. This gives the purchasing function incredible potential
to improve performance and increase profits. Purchasing is responsible for establishing the flow
of materials into the firm, following up with the supplier, and accelerating delivery. Missed
deliveries can create disorder for manufacturing and sales, but purchasing can reduce problems

for both areas, further adding to the profit and firm’s performance (Chandra and Retish, 2007).
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The objectives of purchasing include; obtaining goods and services of the required quantity and
quality, obtaining goods and services at the lowest cost, ensuring the best possible service and
speedy delivery by the supplier and developing and maintaining good supplier relations and
developing potential suppliers

Hence, procurement has to do with determining order quantity, work processing, store
requisitions, issue of enquiries, evaluation of quotations, supplier appraisal, negotiations, placing
of contracts, progressing of deliveries and clarifying payments (Ogbadu, 2009).

I. Parameters of Purchasing

According to Buffa (1965), the success of any manufacturing activity is largely dependent on the
procurement of raw materials of right quality, in the right quantities, from right source, at the
right time, at right price right contractual terms, right material, right place, right mode of
transportation and right attitude popularly known as the 10“R”s of the art of efficient

purchasing. They are explained as the basic principles of purchasing.
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Figure 2.2: Purchase Parameters
Source: Adopted Modification from Modern Production Management 1965 (2021)
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ii. Procedures of Purchasing

Chandra et al. (2007) revealed that, the procedures for purchasing describes the operating
methods and instructions in a written form as manual or journals of purchasing to be followed as
per the policy of purchasing to carry out duties and tasks of buying a number of materials of the
organization needed for production or otherwise. This procedure is the best practice to be
followed and identified through benchmarking comparisons with leading organizations.
Procedures are information followed for successful purchasing strategies. There is no standard
method describing this procedure but it will be guide to the new employees, purchasing persons,
reference and clarification for experience personnel and a routine method to be followed. Time
to time management must review and evaluate the procedure of purchasing to suite the changes
and development needed.

According to Saini, (2016), since these procedures of purchasing (purchasing cycles) are the
functions carried out by purchasing personnel, they can be stated as: recognition of need,
description of need, selection of suppliers, determination of price, preparation of purchase order,
placing the order with a selected supplier, monitoring and follow up the order, receiving the
ordered materials, checking and approving for payment to supplier and record keeping.
Depending upon the size of organization, types of materials purchased, quantity and variety of
items purchased and number of departments requiring various types of materials, it is a
management function to decide whether to follow centralized method or decentralized method of
purchasing. Hence, the purchasing department normally follows centralized or decentralized
methods of purchasing (Retish, 2007).

Centralized purchasing: In centralized purchasing, one purchase department or its single
authority will be authorized and made responsible to make all types of purchases of all the
departments. Requisitions are supplied from all the departments to a centralized purchase system.
This type of purchasing is suitable to industries having single plant or number of plants in nearby
location, which are manufacturing similar products at various plants, needs bulk purchase of few
items. The purchase procedure is same and will be followed in long run (Buffa, 1965).
Decentralized purchasing: Decentralized or localized purchasing permits every individual
department or its authority to make purchases of its own requirements of materials and is
responsible to make its deliveries. In industries having plants at different locations and

manufacturing varieties of products cannot have centralized purchasing. These types of
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industries require different types of materials and have lot of changes in purchasing policies and
procedures. The decentralized type of purchasing system will be suitable to them (Buffa, 1965).
From Saini, (2016), there are two major forms of purchasing activities that take place in an
organization; tactical purchasing and strategic sourcing:

Tactical Purchasing: - The organizations require some materials for the smooth flow of
production. The day-to-day management of materials flow is called tactical purchasing. These
activities generally ensure that products and services are delivered to the right internal people at
the right time but are often not carried out using a long-term horizon. (Saini, 2016)

Strategic Sourcing: - Strategic purchasing is the purchasing which affects the long-term
profitability of an organization. Strategic sourcing is a part of purchasing activities but in a
border sense that may include members from other than purchasing department like from
engineering, quality, design, manufacturing, marketing and accounting department for managing,
developing and integrating with supplier capabilities to achieve competitive advantages like cost
reduction, technology development, quality improvement and cycle time reduction (Saini, 2016).
Tiwari, (2016) classifies purchasing mainly into two as individual purchase and organizational
purchase.

Individual Purchase: - Individual or personal purchase includes those types of items or products
which are purchased for personal or family consumption. Social factors, cultural factors,
personal factors and psychological factors are generally the main factors that influence individual
purchase behavior (Tiwari, 2016).

Organizational Purchase: - A purchase will be considered to be organizational if it is made in
the name of a company or organization, regardless of size, from a medium sized company up to a
multinational or state company. Organization consists of business, industries, retailers,

wholesaler, government and non- government organizations (Tiwari, 2016).

2.1.6.2 Inventory Management

According to Kotler (2012), inventory management refers to all the activities involved in
developing and managing the inventory levels of raw materials, semi-finished materials and
finished good so that adequate supplies are available and the costs of over or under stocks are

low. Inventories are essential for keeping the production controls moving, keep the market going
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and the distribution system unharmed serving as key drivers for production and distribution

systems of organizations.

Ibegbulen et al. (2015) and Cross et al. (2019) advocates that inventory control enhance
organizational profitability and performance by reducing costs related with storage and handling
of materials. Inventory control is a means by which materials of the right quality and quantity are
made available when needed with due regards to the economy of shortages, ordering cost,

purchase price and working capital.

Inventory control determines the degree of stock holding of materials. It equally makes it
possible for materials manager to carryout accurate and efficient operation of the manufacturing
organization through pairing of individual segment of the total operation and it requires the
process of assessing of stock into the store house and the issue of stock. Comparatively, shortage
of materials can lead to disturbance of products for sales which hurts customer relations while
machines and equipment becomes underutilized. So, a company can only realize substantial

savings by using a rational procedure for inventory control management (James et al., 2012).

Masudin (2018) indicated that poor inventory management affects sales, customer services and
revenue, which impact an organization’s performance. Maintaining accurate records of inventory
improves customer service by providing knowledge of customers’ demands; improves
organization’s productivity by ensuring that materials are available when needed and maximizes

revenue by avoiding holding excess inventory that will eventually end up being written off.

Arnold et al. (2008) defines inventories as 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 which are a substantial part of the total assets. Financially,
inventories are very important to manufacturing companies. He specifies that, on the balance
sheet, they usually represent from twenty per cent to sixty per cent of total assets. As inventories
are used, their value is converted into cash, which improves cash flow and return on investment.
There is a cost for carrying inventories, which increases operating costs and decreases profits.
Hence, a good inventory control management is essential for sustainable organizational

performance, competitiveness and profitability.
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According to Baker (2009), inventory management is responsible for planning and controlling
inventory from the raw material stage to the finished goods stages provided to customers. Since
inventory results either from production or supports, it could be managed separately and must be
coordinated. Inventory must be considered at each of the planning levels and is 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 component parts and raw materials.

Morgan (2009) defines inventory management system as a set of policies that controls and
monitors inventory level and determine what level should be maintained, how large orders
should be made and when stock should be replenished so as to support the operation of the
business. Inventory is the availability of any stock or resources at right quantity and quality used
in an organization. Other scholars define inventory management as a science-based art of

ensuring that just enough inventory stock is held by an organization to meet demand.

Maximum customer service, low-cost plant operation and minimum inventory investment are the
core objectives what firms are wishing to maximize organizational performance and profit. The
costs which are used for inventory management decisions are item cost, carrying costs, ordering
costs, stock-out costs and capacity-associated costs. The role of inventory management is
arranging and organizing the overall operation of the organization, maintaining the transactions

of sales appropriately and keeping the level of stock to satisfy customer’s needs (Clive, 2017).

The achievement of inventory management is satisfying customer and driving profit by keeping
the required inventory items and balancing the right order as customer needs to improve
organizational performance and competitiveness. These reasons for keeping inventories includes;
to stabilize production, to take advantage of price discounts, to meet the demand during the
replenishment period, to prevent loss of order (sales), to keep pace with changing market
conditions and sometimes the organizations have to stock materials due to other reasons like
suppliers minimum quantity condition, seasonal availability of materials or sudden increase in

prices (Morgan, 2009).

An automated and technologically advanced inventory management system is essential to

approve the quality of control in stock handling and the area of customers served by consumer
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goods. Since all businesses have limited working capital, inventory management is responsible to
make decisions on what type of materials bought, the quantity and quality bought and how much
bought within the capital limits. Inventory is a major consumption of capital and for this motive;
the objectives of inventory management are to increase profitability, to forecast the impact of
company policies on inventory levels and to minimize the total cost of logistic activities. Hence,

an effective inventory management is very necessary for any business’s successes (Baker, 2009).

Also, Fitsum (2018) indicated that effective inventory management is essential in the operation
of any business and keeping stock is used as an important strategy by companies to meet
customers’ needs without taking the risk of frequent shortages while maintaining high service
level. Effective inventory management gives the chance to make continues competitive
advantage and improvement of the competitive position of the companies. Moreover, it enhances
the profit margins of the companies since it will reduce the operational and inventory cost

thereby increase in organizational performance.

Ackah & Ghansh (2016) point out that, on the contrary, poor inventory management affect the
organization cash flow, reduce efficiency and adversely affect the procurement performance out
of the capital. The inventory system that helps the operating policies and organizational work
flow for restocking and controlling materials in store will be suspended. 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 and thus proving its
importance. Accordingly, management of inventory system requires an appropriate system of
making the decisions to keeping track of items in inventory and how much and when the order is
applied (as cited by Fitsum, 2018, p-16).

Tekalign (2020), on his study "Assessing the inventory management practices, a case of
manufacturing firms in Hawassa City, Ethiopia”, concluded that, effective and efficient
inventory management practices will always provide a competitive advantage to business,
regardless of its nature. He determined that manufacturing firms found in Hawassa are good at
managing their inventory since they appropriately use the various inventory management tools;
JIT, ABC, and MRP to list few. It was predicted in their higher means of efficiency levels in
inventory management and their widely application of theories of inventory management in their

operations. He also revealed that, these manufacturing organizations heavily depend on
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computerized and automated methods of inventory management, recording and costing

techniques.

Inventory management increases organizational performance, productivity and profitability
through predicting, controlling and managing inventory as well it minimizes costs resulting in
greater profitability, accuracy, improvements & time savings in addition to the reduction of
fixing costly mistakes that can result in substantial cost savings across an organization. Inventory
management improves decision-making, rapid and accurate data collection that enables the
access for real-time business intelligence across all areas of the company’s issue and event. It
escalates customer satisfaction, responding to trends, seasonality, promotions and changing
marketing conditions results in having the right products in stock for customers. Customer
service tools integrated within inventory managements equips the whole company to deliver
consistent and personalized care for customers. Hence, inventory management helps businesses

become successful and it plays a decisive share of any business success (Simon, 2018).

Agu (2016) revealed that inventory consists of stock of raw materials, work-in-process, spare
parts, consumables for production and finished goods for sale. Thus, inventory control includes
control over raw materials, spare parts, consumables, partially finished goods, and finished
goods. The commonly used techniques of inventory control involve; determination of various
levels of materials, Economic Order Quantity, ABC Analysis, perpetual Inventory System,

materials requirement planning, vendor managed inventory system and so on.
1. Determination of various levels of materials

The store manager plays an important role in deciding upon the various levels of materials. In
order to ensure that the optimum quantity of materials purchased were stocked neither less nor
more, the store manager applies scientific techniques of material management. Fixing of certain
levels for each item of materials management techniques are not permanent but require revision
according to the change in the factors which determine these levels. The following levels such as
re-order level, maximum level, minimum level, average level and danger level are generally

fixed (www.gurupko.com).

The maximum level is that level of stock which can be held at any time. It is the level beyond

which stock should not be maintained. The purpose is to avoid over stocking and thereby using
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working capital in a proper way. This level is fixed after taking into account the factors such as
rate of consumption, lead time, availability of capital, storage capacity and cost of maintaining

stores including insurance cost.

Minimum level is the level below which the stock of an item should not fall. This is known as
safety or buffer stock. An enterprise must maintain minimum quantity of stock so that the
production is not hampered due to non-availability of materials. This level is fixed after

considering the factors like re-order level, lead time and rate of consumption.
2. Economic Order Quantity

Agu et al., (2016) argued that the economic order quantity, known as EOQ, represents the most
favorable amount to be ordered each time as new orders are placed. The amount to be ordered is
called economic order quantity because the purchase of this size of material is most economical.
It is helpful to determine in advance as to how much should one buy when the stock level
reaches the re- order level. If large sizes are purchased, the carrying costs would be large. On the
other hand, if small amounts are purchased at frequent intervals the ordering costs would be
high. The economic order quantity is fixed at such a level as to minimize the cost of ordering and
carrying the stock. It is the size of the order which produces the lowest cost of material ordered.
While determining the economic order quantity, these three cost factors such as the cost of the

material, the inventory carrying cost and the ordering cost are taken into consideration.
3. ABC Analysis

According to Biyani (2012), ABC Analysis technique of inventory control is also known as
Always Better Control technique. ABC analysis is an analytical method of control which aims at
concentrating efforts on those areas where attention is needed most. It is a principle of selective
control. The emphasis of ABC analysis technique is that the management should concentrate its
energy in controlling those items that mostly affect the organizational objects. Manufacturing
concerns find it useful to group the materials into three classes on the basis of investment

involved.

A-ltem: Very tight control, the items being of high value. The control need be exercised at higher
level of authority.
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B-Item: Moderate control, the items being of moderate value. The control need be exercised at

middle level of authority

C-Item: The items being of low value, the control can be exercised at grass root level of authority
I.e., by respective user department managers

4. Just-In-Time (JIT)

Fabio et al., (2013) states that; the materials management, flow of materials, its storage and
handling are assisted using computer and computer-aided equipment’s. The recently developed
Just-In-Time (JIT) technique by a Japanese Taiichi Ohno, used at the Toyota Motor Company,
has greatly helped the manufacturer to modernize the flow and supply of materials exactly just in
time when they are required in order to save the cost and increase the production and efficiency
in manufacturing. In Just-In-Time (JIT) manufacturing, appropriate materials are made available
to each operating position at the required time in the right quantity. Just-In-Time (JIT) is a
systematic material handling and manufacturing concept to avoid waste in materials and

manpower. It has changed employee’s attitude, work habits and awareness of quality assurance.

Product quality is one of the significant attributes for every industry today. It requires planning
and organization of every manufacturing resource brought and managed on high quality and
performance. Just-In-Time (JIT) is a technique based on quality management methodology,
which helps the industries to achieve their target and attract their quality product to customer
(Rakish, 2014).

The phase Just-In-Time is used since the system operates with low WIP (Work-In-Process)
inventory and often with very low finished goods inventory. Products are assembled just before
they are sold, subassemblies are made just before they are assembled and components are made
and fabricated just before subassemblies are made. This leads to lower Work-In-Process and
reduced lead times. To achieve this advantage, organizations have to be excellent in other areas
e.g. quality (Buffa et al., 1965).

According to Chandra (2007), Just-In-Time is viewed as a production approach which aims to

improve overall productivity through elimination of waste and which leads to improved quality.
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JIT provides an efficient production in an organization and delivery of only the necessary parts

in the right quantity, at the right time and place while using the minimum facilities.

Chandra et al. (2007) described that, the main objective of using JIT is to minimize the cost of
the product by improving productivity and quality. The factors, which can be considered for
these improvements are product design, use of better technology, minimizing use of special
equipment, reducing lead-time of manufacturing and supply of materials, reducing batch size,

use of pull system and simplifying set up.
5. Perpetual Inventory Control System

Perpetual inventory record is a continual account of inventory transactions as they occur. At any
instant, it holds an up-to-date record of transactions. At a minimum, it contains the balance on
hand, but it may also enclose the quantity on order but not received, the quantity allocated but
not issued, and the available balance. The accuracy of the record depends upon the speed with
which transactions are recorded and the accuracy of the input. Because manual systems depend
on the input of humans, they are more likely to have slow response and inaccuracies. Computer-
based systems have a higher transaction speed and reduce the possibility of human error (Arnold
et al., 2008).

6. Material Requirements Planning

Azeb (2017) states that material requirement planning is a scheduling procedure for production
process that have several levels of production given information describing the production
requirement of several finished goods of the system, the structure of the production system, the
current inventory for each operation and the lot sizing procedures for each operation, material

requirements planning determines a schedule for the operation and raw material practice.

Robert (2002) states that the main function of material requirements planning is to guarantee
material availability, that it used to procure or produce the requirement quantities on time both
for internal purpose and for sale and distribution. This process involves the monitoring of stock
and in particular, the automatic creation of procurement proposals for purchasing and production.
Materials management planning tries to strike the best balance possible between optimizing the
service level and minimizing costs and capital lock up (Eunice, 2011).

28



Material requirements planning system is an inventory management information system
concerned with getting the right materials to the right place at the right time (Akindipe, 2014).
The material requirements plan is a plan for the production and purchase of the components used
in making the items in the master production schedule. It shows the quantities needed and when
manufacturing intends to make or use them. Purchasing and production activity control use the
material requirements planning to execute the purchase or manufacture of specific items
(Chapman et al., 2017).

2.1.6.3 Storage (Warehouse) Management

The materials storage has viewed in many ways and defined differently by different scholars.
Cross (2019) argued that materials storage includes a careful management of the stock and
maintaining a perfect control over them. Management of materials is one of the events performed
by materials managers and can be an efficient tool for saving cost and holding up profit. Storage
of materials depends on the nature and how they are used in the manufacturing procedures.
Profits can be achieved if managers effectively and successfully handle issues relating to stores
location, layout and equipment examination, safety of stores, production issues, stock records
and disposal of obsolete materials.

Store keeping is the activity of receiving, storing or distributing supplies. The duty of the stores
is to receive, store and issue materials. The store is separated into receiving section, tools stores,
general stores, raw materials stores, and finished parts stores and so on. The receiving section
receives all incoming materials, checked the correctness of the quantity and quality received,
arranges for inspection and subsequently sends the materials to the respective stores along with a

report called Goods Inwards Note or Materials Receipt Note (Fessha, 2004).

Different scholars argued that the functions of management uniquely describes managers’ job.
The most commonly cited functions of management which equally applicable for storage
management are warehouse planning, leading in warehouse, directing, supervision, motivation
and communication. Additionally, warehouse controlling and warehouse organizing are also key

management functions which are linked closely with materials warehouse (Asmelash, 2017).

According to Kibrom (2019), a warehouse is a commercial building used for the storage of

goods. The most important element of warehousing is order processing which generally refers to
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the workflow coupled with delivering products ordered by customer. The primary objective of
most warehouses is to facilitate the movement of goods from suppliers through the supply chain
to the end consumer while meeting the customers’ demand in a timely and cost-effective manner.
In the old days of warehousing, inventory was seen to represent the wealth of a company.
However, these days this is not the case anymore. Instead, several companies have noticed the
high cost associated with holding inventory. In practice, however there are intervening factors
such as meeting customer demand and expectations that make it hard to operate without

inventory.

Baker (2009) indicates that traditional warehousing is declining since the last decade of the 20™
century with the introduction of Just-In-Time techniques which are specially engineered to
enhance the return on investment of a business by moderating in-process inventory. Recent
developments in marketing field have headed to the development of warehouse designing style,
where the same store is used for storage and as a showroom and retail store. These types of
storage are equipped with tall and wider heavy-duty industrial stands with items which are ready

for sale that are mostly placed at the bottom of the buildings.

Asmelash (2017) revealed that, in order to maximize company’s efficiency, store must be fully
integrated with the preceding and succeeding operation that is goods in wards and goods issued.
Instead of being considered as a loss center it should be studied, planned and managed as profit
center. Profits (except on direct sales) are unlikely, but, as in the situation of other supplies
activities, savings made here can contribute directly to company profit, if not wasted elsewhere
in the business. Stores equipment must be appropriate for the wise preservation and quick
subjects of the materials stored. Safety in stores should be a major consideration, for this it is an
area with an unpredictably high accident rate. Even in a small factory the location of the stores
can affect work flow and thus productivity and performance. The sitting of stores at the center of

gravity of demand appears an attractive solution.

Faber (2013) has been defined warehouse management as the combination of planning, decision-
making and controlling inbound, storage and outbound flows. Warehouses have always been
paid a great deal of attention from managers due to the large potential impact it can have in
creating customer value. Like most areas the key objectives for managing warehouses have

changed over time to create additional competitiveness. The first objectives within warehousing
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are related to maximizing the utilization of resources within the warehouse. The more expanded
concept is inventory control which aimed to maximize profits while providing good customer

service.

Arnold et al., (2008) express that, the objective of a warehouse is to minimize cost and maximize
customer service. To do this, efficient warehouse operations; provide timely customer service,
keep track of items so they can be found readily and correctly, minimize the total physical effort
and thus the cost of moving goods into and out of storage and provide communication links with
customers. Operating a warehouse involves several processing activities in which the efficient
operation of the warehouse depends upon receiving goods, identifying the goods, dispatching
goods to storage, hold goods, pick goods, dispatch the shipment and operate an information

system.

Receipt of 3 Storing of > Issue of
Materials Materials Materials

Figure 2.3: The Organization of Store
Source: Adopted Modification from Materials and Financial Management 2007 (2021)

I Objectives of Store Keeping
The objectives of stores management is to assist the production department by procuring the
required materials and goods and deliver them at appropriate time. It provides the service to all
other departments along with production department to supply their requirements. The service
provided by the stores is divided in four parts (Retish et al., 2007).

1. To procure and maintain the requirements of raw materials, components, parts,
equipment, tools and other materials needed for operations and processes and to store
them.

2. To provide maintenance of materials, spare parts and office materials.

3. To store scrap, discarded and obsolete goods.

4. To receive and issue finished products as stock

ii. Functions of Stores

Buffa et al. (1965) and Chandra et al. (2007) set classification for the functions of stores as:
1. To receive raw materials, components, tools, equipment’s and other items and account

for them.
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2. To provide adequate and proper storage and preservation to the various items.
3. To meet the demands of the consuming departments by proper issues and account for the
consumption.
4. To minimize obsolescence, surplus and scrap through proper codification, preservation
and handling.
5. To highlight stock accumulation, discrepancies and abnormal consumption and effect
control measures.
6. To ensure good housekeeping so that material handling, material preservation, stocking,
receipt and issue can be done adequately.
7. To assist in verification and provide supporting information for effective purchase action.
8. To keep up-to-date records of all incoming and out-going materials to match with the
balance in the stores.
Clive et al., (2008) specified that, warehouses are designed and located depending upon the type
of materials to be stored, the design of stores and methods of storing and withdrawing the
materials will depend on how frequently the materials are received and stored inside the storing
rooms and storing places and withdrawn from there. Every organization has to plan the type of
warehouses according to their needs and production requirements and categories of materials
purchased and stored. These warehouses are classified in two categories as:
a. Physical size and location of store
b. Functional store
Physical Stores: - In physical consideration, the stores are located at various places and
locations are of different sizes. Depending upon quantity and type of materials kept in them, their
sizes will be determined as; central warehouse, temporary or transit warehouse, sub stores,
storing cites, departmental stores and company warehouses (Arnold et al., 2008).
Functional Stores:- are the places where the materials of particular use are stored and supplied
for further production operation and process and classified as; raw materials stores, spare parts
stores, general supplies stores, stores for tool room materials, packing stores, receipt stores or
quarantine stores, work-in-process stores, finished goods stores, stationary stores, bonded stores,
cold storage or refrigerated store, dehumidified and flammable stores, open shed and open yards
storages (Arnold et al., 2008).
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2.1.6.4 Interdepartmental Coordination (Collaboration)

Uzma and Muhammud (2012) describes that several mid to large sized organizations are consists
of different departments, in order to keep the different operations separated and handled by the
skilled experts in each particular area. But, in order for a business to be successful, organizations
need to implement and maintain the effective interdepartmental communication. One of the
major reasons today that organizations fail is due to the lack of internal coherence and proper
communication systems among various departments. Interdepartmental communication
breakdowns can have a serious impact on the efficiency of an organization and increases the

stress level among employees, ultimately resulting in poor performance.

Research conducted by Uzma and Muhammud (2012) indicates that, organizations are composed
of social components that come together for production, designed by individuals with diverse
opinions and awareness to accomplish a common goal. Most of the organizations do not give the
due attention on providing the employees with intra-organizational cooperation and collective
sense for performing their jobs. Consequently, employees remain unfamiliar with dynamic,
competitive and uncertain situations in the external world. Therefore, a well-designed and
effective interdepartmental communication system is essential for adapting organizational and
managerial tasks, and also sharing the necessary information inside and outside of the

organization.

James (2012) discloses that an appropriate organizational structure can be determined as a result
of a proper and effective interdepartmental communication system facilitated by the human
resource management which is the responsible one for the implementation of effective
interdepartmental communication system of an organization in order to achieve better outcomes.
And also he argued that, human resource management is responsible for the effective functioning
of interdepartmental communication processes and it must be the prime medium for open and

integrative communications processes within an organization.

In today’s rapidly changing and competitive business environment, it is significantly vital for
human resource management to emphasize broadly on developing and strengthening excellent
managerial skills to foster effective interdepartmental communication system among different

functioning of departments (Wayne and Joseph, 2016). Human resources sustain to stabilize the
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requirements of various diverse tasks of operative and managerial professionals, manager and
subordinates advocate, corporate partner and private adviser. This might look like typical
business functions that are not expected to make an uncontrolled hurry of human resource
individuals preparing themselves for the future. Nevertheless, very little interdepartmental
communication is found that might result from personal conflicts, unsound hiring and lack of
interest from the top management. The enduring challenge for organizations is to determine

original deliverables and to maintain enduring relationships with consumers (Brown, 2008).

Kalla (2005) stated that the fundamental role of interdepartmental communications is to build
and encourage employee relations, establish trust, providing timely and reliable information and
thereby contributing to general motivation, particularly in times of change and stress. He also
viewed that the main goals of interdepartmental communication with respect to its significant
role in an organization are: to develop a mutual sense that employees are the vital asset to the
organization, to increase employees morale and foster friendliness among workers and
management, to update workers regarding internal changes, to inform compensation and benefit
plans, to enhance employees understanding of the organization and its products, organizational
ethics and culture, and external environment and to encourage employees in order to become

more productive, quality oriented, and entrepreneurial.

Generally, interdepartmental collaboration plays a vital role in an organization’s success, and
organizations need to fill the gaps between what the customers expect and what they deliver. In
large business organizations, many individual departments are challenged with the daily
challenge of communicating successfully with internal shareholders in order to attain

organizational performance and profitability (Uzma et al., 2012).

2.1.7 Organizational Performance

As Adamu (2020) revealed, organizational performance has been defined in a different way by
different intellectuals but some of them are in agreement that organizational performance
describes the achievement of established goals. Organizational performance is the organization’s
ability to attain its goals by using resources in an efficient and effective method. Performance
relates to the ability to attain goals or a specific mission (Jacobs et al., 2009). James (2012)

carried out an empirical study on material management using chi square as a statistical tool and
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found efficient materials management is positively related to firm success. Thus, through a well-
organized organization of production materials, cost effectiveness can be achieved in an

organization

Organizational performance is measured by how an organization realizes its objectives, including
increasing productivity and reduction of inventory in the short-run and increasing market share
in the longer duration. Organizational performance is compared to performance of other
organizations in the same industry. Organizational performance should be measured under
various perspectives; these include quality, efficiency, productivity, profitability and
sustainability (Thomas, 2017).

Organizational performance center on inputs (the effort put in) and outputs (the result of the
effort put in). According to Stukhart (2007), performance is the sum of the effects of work,
because they provide the strongest relationship with the organization’s strategic objectives, the
customer’s satisfaction and the economic contributions. Florence (2018) asserted that
performance refers to both behavior and results. Behaviors are therefore arising from the

performer and turn the performance of an abstract concept into concrete action.

Cross (2019) believed that the organizational performance consists in achieving the goals that
were given in the joining together of enterprise orientations. Performance is seen as a state of the
enterprise’s competitiveness, reached by a level of effectiveness and efficiency that ensure
sustainable market existence (Dagim, 2018). He also considered organizational performance as
subjective and interpretative, not least, being related to the cost lines, which emphasizes the
ambiguous nature of the concept. Rolstadas (1998) also believed that the performance of an
organizational system is a complex relationship involving seven performance criteria that must
be followed: effectiveness, efficiency, quality, productivity, quality of work, innovation and
profitability.

Many business companies have failed to attain their growth targets in revenue and profitability.
Though, having a clear growth strategy and strong execution of infrastructure is linked to the
performance of an organization in achieving the targeted profit. Cross (2012) recommended that
methods in which management of materials applied through effective purchasing practices can

help to minimize materials cost and increase organizational performance and profitability. These
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include obtaining materials at lower prices through development of new sources, effective price
negotiations with vendors and using cost-price analysis to determine the right price for materials,
managing taxes payable, reducing the cost of packaging, optimizing transportation costs,

ensuring right material’s quality and adopting import substitution.

According to Abdulaziz (2019) organizational performance commonly encompasses three
special areas of firm outcomes; monetary overall performance (profits, return on assets, return on
investment, etc.), product market overall performance (sales, market share, etc.) and shareholder
return performance (total shareholder return, economic cost added, etc.). Specialists in many
fields are worried with organizational performance along with strategic planners, operations,
finance, legal, and organizational improvement in that the concept of organizational performance

is connected to the ideas of effectiveness and efficiency.

Adeyemi and Salami (2010) suggested that effective inventory management is a sine qua non for
increased organizational performance and profitability in any manufacturing firm since about
seventy per cent of the total funds employed are linked up in current assets, of which inventory is
the most significant component. They argued that inventory control enhances profitability by
reducing costs associated with storage (warehouse) and handling of materials that improves the

organizational performance and competitiveness in business.

2.1.8 Measurement of Materials Management

Suleiman et al., (2010) viewed that, materials management department plays a vital role in an
organizational performance and productivity through different measuring management functions
that have a linkage with each other. Management of materials can be measured through effective
management of purchasing, control of materials inventory, management of storage (warehouse)
and their constructive interdepartmental relationship resulting into the required organizational

performance.

The maintenance and creation of effective inventory management is very essential for the
continuity of production, for the entire utilization of man power and machines, and for the ability
to meet particular customers’ demands in time. Hence, effective inventory control and its
sustainable improvement measure the effectiveness of materials management on firm’s

performance and profitability (Simon, 2018).
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According to Datta et al., (2004), the purchasing process can be located at the heart of the
management of materials inventory optimization which influences the materials storage
management effectiveness throughout the firm. As a result, spending in purchasing frequently is
one of the biggest shares of a company’s budget and accurately managing inventory offers cost
cutting as well as service improvement potential, purchasing and inventory management
constituting in good storage/warehouse of materials becomes an integral portion to effectively

managing any supply chain.

Companies should develop a strong, positive and significant inter-relationship between their
purchasing management, materials inventory and management of storage (warehouse) for their
sustainable growth in the current competitive world. Therefore, an effective and efficient
interdepartmental collaboration between companies purchasing, inventory and storage
(warehouse) management ensures the impact of management of materials has on the

performance of manufacturing sectors (Uman, 2012).

2.2 Empirical Review

Previous studies done by different authors have common thoughts to clarify the relationship
between the materials management and the performance and profitability of an organization. For
instance, Monday et al., (2012) revealed how manufacturing industries can achieve the targeted
profitability through effective management of materials practices with a particular attention on

sourcing, receiving, storing and issuing materials.

Ogbadu et al., (2009) have also shown how organizational performance can be achieved through
effective management of materials with particular attention on sourcing, receiving, storing and
issuing materials and claimed that careful management of materials reduces depreciation, theft
and wastages while ensuring availability of the materials when required. He would like to re-
emphasize that for a firm to achieve improved performance and profitability, the goal of
materials management should be properly carried out. In technical management activities, this

goes a long way to affect the performance of the firm.

A study carried out by Monday et al. (2012) on Nigerian Food and Beverage Manufacturing
Firms shows that there is a positive and significant relationship between efficient materials

management and firm’s performance. Through efficient management of materials, an

37



organization can achieve significant cost saving, improvement in production efficiency and
increase in profitability. Among the materials management functions; effective procurement
management, inventory control system, warehouse (storage) management and their

interdepartmental coordination were found to be the key factors.

Suleiman et al., (2010) investigated the contribution of the effect of management and control of
materials in an organization to the performance and profitability of the organization. The essence
of management of materials to a manufacturing organization lies on its ability to control the flow
of materials resources in an organization as well as the production process to ensure profitability
and performance improvement. This ensures efficiency in the procurement of materials,
materials handling, transportation of materials, disposal of waste, storage of materials as well as
assembly line management. Therefore, the effectiveness of these activities in enhancing
production and minimizing costs will lead to the generation of profit to the acceptable level of

organizational performance.

Florence et al. (2018) confirmed that materials management functions jointly contribute
significantly to firm’s performance. His study revealed that materials inventory, materials
procurement and inter-departmental collaboration have insignificant effect on firm performance,
while only materials storage has significant effect on firm performance. Finally, he concluded

that effective materials management is a suitable tool to organization performance.

A study conducted by Fitsum (2018) on the inventory management system at Habesha Steel
Mills PLC revealed that there is a use of information technology which is highly effective in data
accuracy, real time inventory reports, service provision, customer service and interdepartmental
coordination. However, further improvement is required to upgrade the data accuracy and real
time report of inventory management system of the company. He also disclosed that, the internal
inventory control of the company is weak to record inventory items properly up to date, inspect
the physical inventory items timely and handle overstocking and under stocking of inventories.
Additionally, he has shown that the inventory management system has a contribution in
improving the company’s overall operational activities in terms of service delivery, customer
service and supplier relationship, management of information reports and inventory planning and
scheduling. Besides, it has a role in reducing damages and wastages as well as minimizing

unwanted operational and inventory costs.
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A study done by Tibebu (2016) on construction sites revealed that materials management
processes require a transformation to improve the overall handling of materials for more
efficiency and effectiveness on construction sites. He also specifies that since poor handling of
construction materials affects the overall performance of construction projects in terms of cost,
time, quality and productivity, the minimization of materials wastage during the construction
phases is important in order to avoid loss. Hence, effective management of materials should be

necessary for business success and better performance to attain sustainable earnings.

Generally, various studies carried out on the impact of materials management on the
performance of manufacturing companies concluded that effective and efficient materials
management is the key to sustainable growth of organizational performance and business success
through effective implementation of procurement management, inventory control management,

and storage (warehouse) management practices and their best interdepartmental harmonization.

2.3 Conceptual Framework of the Study

A conceptual framework is a structure of concepts or theories which are built as a map for the
study and it shows the relationship of research variables. The conceptual framework is used to
provide an explanation for the relationship between the equitable variables and the organized
variable. It shows the diagrammatical relationship between the different variables in the study.
The independent variable was detected as materials management and the dependent variable was
organizational performance. The procurement, inventory and storage management and the
collaboration between these functions are aspects of the independent variable which are
functions of materials management while organizational performance is the dependent variable
which concerns market position, quality products/services, increased profit and organizational
efficiency (Abdulaziz, 2019).

Materials management plays an essential role in the growth and survival of an organization in the
sense that failure to an effective and efficient management of materials, will mean that the
organization will lose competitiveness leading to poor performance, poor services delivery and
declining of sales. Performance is seen as a state of the enterprise’s competitiveness and
productivity, reached by a level of effectiveness and efficiency that ensure sustainable market
existence (Florence et al., 2018).
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Figure 2.4: Conceptual Framework of the Study
Source: Adapted Modification from Chandra and Retish, 2007 (2021)

This conceptual framework outlines the link between materials management functions and

organizational performance resulting in profitability of the company. Hence, it will provide a
structured means for the study that will identifies the significance between the independent and

dependent variables (Asmelash, 2017).

2.4 Hypotheses Development

Functions of materials management are implemented currently almost in all small, medium and
large companies. These materials functions have their own impact on organizational performance
of the firm in order to meet customer requirements. So, this research was confronted towards
testing the following hypotheses towards the improvement of firm’s performance in order to

achieving the organizational objectives.

Procurement management is one of the key functions in managing materials flow in, through and
out of the company. For healthy flow of raw materials, spare parts, equipment, work-in-process
and finished goods the management of procurement plays an essential role in obtaining the right
material, in the right quantities, with the right delivery (time and place), from the right source,
and at the right price that directly impacts organizational performance (Chapman, 2017). Based

on this assumption the next hypothesis was proposed for procurement management function.

Ha;: There is significant association between procurement management and organizational

performance.
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Inventory management system is a set of policies that controls and monitors inventory level and
determine what level should be maintained, how large orders should be made and when stock
should be replenished so as to support the operation of the business. Maximum customer service,
low-cost plant operation and minimum inventory investment are the core objectives what firms
are wishing to improvise organizational performance. Based on this information the following

hypothesis was proposed for inventory management function.

Ha,: There is significant relationship between inventory management and firm’s performance.

Cross (2019) argued that storage management includes a careful management of the stock and
maintaining a perfect control over them. Storage management is the combination of planning,
decision-making and controlling inbound, storage and outbound flows. Even in a small factory
the location of the stores can affect work flow and thus productivity and performance. It provides
the service to all other departments along with production department to supply their
requirements. So that storage management is a key function of materials management that
contributes influential role to the attainment of improved organizational performance. According
to this information the following hypothesis was proposed on storage management function.

Has: There is significant association between storage (warehousing) management and

organizational performance.

In order for a business to be successful, organizations need to implement and maintain the
effective interdepartmental communication. Uzma and Muhammud (20120 indicates that,
organizations are composed of social components that come together for production, designed by
individuals with diverse opinions and awareness to accomplish a common goal. A well-designed
and effective interdepartmental communication system is essential for adapting organizational
and managerial tasks, and also sharing the necessary information inside and outside of the
organization. So, interdepartmental collaboration plays a vital role in an organization’s success,
and organizations need to fill the gaps between what the customers expect and what they deliver.
Having this information, the following hypothesis was proposed for interdepartmental

collaboration as a key factor.

Ha;: There is significant relationship between interdepartmental collaboration and

company’s performance.
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CHAPTER THREE
RESEARCH METHODOLOGY

This chapter focused on a detailed discussion about the research design and methodology of the
study on the impact of materials management functions on the performance of steel
manufacturing industry. It explains the type of research strategy that the researcher adopted in
the approach of data collection and the methodology used in conducting this research. Outlining

a good research strategy helps the researcher to reach a fruitful conclusion.

This chapter consisted of the research design, sources of data, population of the study, sample
size and sampling techniques, data collection instruments, procedures of data collection methods,

method of data analysis and presentation and at the end questionnaire validity and reliability test.

3.1 Description of the Study Area
Walia Steel Industry is a private limited manufacturing company established in 2006E.C in

Oromia Regional State, Sebeta City Administration Alemgena area 20km away from Addis
Ababa, which is built on a total land area of 53,000m® with an initial capital of Birr
200,000,000.00 and in the years to follow has increased the capital. The company was
established with the objective of manufacturing and marketing of steel products and expands its

industry to five other manufacturing sites such as Merkato and Haile Garment area branches.

When Walia Steel Industry was established, it was the first private Steel Industry at the time.
Being one of the steel industries in the country and having demonstrated impressively a swift
growth, Walia Steel Industry has rapidly reshaped Ethiopia’s Steel Sector and taken initiative
that will expand its operation to the wider African market. Walia Steel Industry was established
with the view of alleviating the acute shortage of construction materials in Ethiopia and to
support the national endeavor of achieving the economic development by contributing in the
harnessing of social problems through job creation to the citizens. Walia Steel Industry has been
certified with the 1ISO 9001:2015 by an international certifying company for its provision of
quality products to satisfy its customer requirements to attain its vision to be the leading and

most reputable steel industry in East Africa.

This research focuses on investigating the impacts of materials management functions

(procurement, inventory and storage managements and their constructive collaboration) on the
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organizational performance of Walia Steel Industry. From the materials management functions
of the firm procurement department and inventory department works under one umbrella while
the storage department was working separately at the operation area of the firm. However, there
are six branches of the steel industry this study focuses only on Alemgena branch due to time

and financial shortages.

3.2 Research Design and Approach
Descriptive research method was employed in this study to get first-hand, detailed and factual

information that describes an existing phenomenon to draw valid general conclusions and to help
the researcher to assess and define the nature, situation and extent of the current circumstance of
materials management practices of the selected firm. And also, it permits the researcher to collect
data through different tools such as questionnaires, interviews and observation as they are

commonly used in researches (Kothari, 2004).

Explanatory research design was also used to investigate the casual relationship between the
dependent and independent variables to be addressed in the research questions. It has importance
to describe the nature of certain relationships, or develop and understand the differences among
groups or the independence of two or more variables. Hence, the effect of independent variables

over dependent variable can be easily identified through explanatory design.

Additionally, based on Creswell (2014), due to the numeric nature of the data quantitative
research method which is commonly and widely used methods in business and management
research was also employed in this study for data collection techniques and analysis procedures.
Since the combination of quantitative and qualitative approaches provides a more complete
understanding of a research problem than either approach alone, a mixed methods approach that

incorporates both quantitative and qualitative approaches were used in this study.

Since relevant data was collected at one point in times that are important to consider the practices
of materials management functions in the selected firm, a cross-sectional data type was used in
this the study.
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3.3 Types and Sources of Data
Primary sources of data were used in this study in order to gather detailed information. The

primary data for this research was collected from the managers, department heads and workers of
Walia Steel Industry PLC. These participants were selected because they directly or indirectly
participate in procurement, inventory control, storage (warehouse), distribution, and utilization of

materials in the firm.

3.4 Population, Sample and Sampling Technique
Since this study was limited to assessing the existing materials management practices of the

target company, the total population of the study is 171 which consist of 3 top managers, 7 heads
of all departments and 161 workers of Walia Steel Industry PLC who are working together.
Since the entire target populations were used as the respondents of the study, a census survey
was used. Selection of target respondents with the right knowledge about the research area is

significant in order to achieve relevant objectives.

Key respondents of the research were consisting of respondents from Walia Steel Industry PLC
purchasing and property administration department, marketing and sales department,
management information system (MIS) department, technical department, human resource

management (HRM) department, financial department, and storage and production department.

3.5 Data Collection Instruments
This research used primary sources of data. The use of these sources helps to get relevant data

related to the study from these important sources. The researcher collected primary data using
self-administered five point Likert scale questionnaires to be distributed personally to the
respondents by the researcher to measure the perceived practice of materials management

functions in the case of Walia Steel Industry PLC.

The questionnaires would be structured in terms of a five point Likert Scale measurements,
which provided the respondents an opportunity to give their varied views on diverse aspects of
materials management functions and organizational performance. Two semi-structured open-
ended questions also designed and used by the researcher to collect qualitative data from the

managers and workers of the selected steel manufacturing company.
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Three types of questionnaires were prepared (English version, Amharic and Afan Oromo (native
languages) version). The Amharic and Afan Oromo version of the questionnaires were
fundamentally prepared to help those respondents who can’t read, understand and respond in
English version. The questionnaire has three parts. The first part (section) dealt with the
respondent’s profile (socio-demographic characteristics of the respondents). The next section
concerned with impacts of materials management functions on firm’s performance in the study

area while the semi-structured open-ended questions were described in the last section.

3.6 Method of Data Analysis and Presentation

After collecting all the essential data, the data were coded and edited, analyzed and rephrased to
eliminate errors and ensure consistency. It comprises categorizing, discussing, classifying and
summarizing of the responses to each question in coding frames, grounding on the various
responses. The data that was collected using data collection instruments were classified into

meaningful categories.

The data were entered into a computer and analyzed with the use of Statistical Package for Social
Sciences (SPSS) version 23. Since the questions in the questionnaire were quantitative, to
summarize data, descriptive statistical method of analysis like; percentage, frequency, mean and
standards deviation were used for the analysis. Inferential analysis was used i.e. regression
analysis like correlation analysis, model summary, ANOVA test and a significance test of the

variables.

Hence, the researcher employed the regression analysis to demonstrate the correlation between
materials management practices and organizational performance in the firm through a particular
case of Walia Steel Industry PLC. Finally, the researcher wrote a report from the data which was

analyzed in which conclusions and recommendations were made.

3.7 Measurement of Materials Management

Materials management can be measured through different measurement mechanisms. Among
these mechanisms questionnaire-based surveys, content analysis and one-dimensional measure
are some. Since materials management is multidimensional by its nature, in this study

questionnaire-based survey was used as a measurement for materials management functions.
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In this study, three key materials management functions and functionally interrelated in their
activity considered as coordination were adopted to measure materials management impacts on
organizational performance. These key measuring variables are procurement, inventory and
storage management and interdepartmental collaboration associated to firm’s performance.
Questionnaire was adapted through five-point likert scale for each dimension to measure
materials management impacts on organizational performance. The constructed questionnaire
was contained close ended questions to easily convert the qualitative data in to quantitative form
by using five-point level likert methods using SPSS version 23. The following table shows the

adapted instrument.

Table 3.1 Materials Management Measurement Constructs

Variable

Item

Source

Organizational
Performance (OP)

Materials management problems have impact on
organizational performance and competitiveness.

Materials procurement management sustains the
performance of an organization.

Organizational performance is affected by materials
inventory control systems.

The organizational performance can be enhanced by
materials storage (warehousing) system.

The organizational performance can be impacted by
interdepartmental collaboration.

Adeyemi and
Salami (2010) and
Adamu (2020)

Procurement
Management
(PM)

Most of the time the firm’s purchasing management
practices affects the overall organizational
performance in profit generation procedures.

Procurement  (purchasing) affect

organizational performance.

procedures

The procurement system of the steel industry is
managed by trained and skillful personnel.

Effect of procurement of materials enhances the steel
industry’s productivity.

The purchasing department made a check and
balance between the planned and the purchased
materials quantity and quality.

Ogbadu (2009),
Tezera and Yadesa
(2017) and
Masudin (2018)
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Inventory
Management (IM)

Inventory management practices enable the industry
to meet the targeted objectives.

Knowing stock at hand and expected stock enhances
organizational growth.

The firm has computerized all inventory management
systems.

The firm paid maximum attention to those

inventories whose value is highest.

Growth of a firm is measured based on the level of
stock it has.

Ibegbulen (2015),
Fitsum (2018) and
Tekalign (2020)

Storage The storage (warehouse) management has a | Fessha (2004),
Management significant role in achieving firm’s objective. Asmelash (2017)
(SM) The firm pays great aftention to the storage | and Kibrom (2019)

management in order to handle items properly.

Storage of materials ensures continuity of production

and productivity.

Most of the time, in your firm’s warehouse, items are

placed in the correct location.

We are successful in minimizing total product

damage in the warehouse.
Interdepartmental | The interdepartmental coordination between all the | Uzma and
Collaboration firm’s departments plays a significant role for the | Muhammud (2012)
(IDC) performance of the steel industry. and Brown (2008)

The entire firm’s departments perform their duties
collaboratively in order to achieve its objectives.

The top management focuses particularly to the inter-
departmental coordination of the firm’s departments.

There is a use of open and positive communication
between all the firm’s departments.

The firm’s human resource management practices
enhance good interdepartmental coordination.

3.8 Model Specification
Gujarati and Porter (2009) formulate the relationships between dependent variable(s) and

independent variable(s) to analyze using multiple linear regressions through ordinary least square

(OLS) model estimator analysis techniques based on the behavior of the variables used.
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Yi=Bo+ BiXi+ €

Where; y is the dependent variable,

Xi, the explanatory variables (or regressors),
e, the stochastic disturbance term,

i the i™ observation, and

Soand p; are parameters

To analyze the impact of materials management on organizational performance, mathematically

the model is specified in regression equation as:
Organizational Performance = f(Materials Management Functions)

Florence (2018) and Oyebamiji, (2018) have shown that the key factors that promote materials
management to be measured by procurement management (PM), inventory management (IM),
storage management (SM) and interdepartmental collaboration (IDC), while organizational
performance (OP) is measured by the ability to meet planned output quantities, the ability to
meet market demand for product/service, the ability to deliver quality products/service to

customers and the ability to meet scheduled profit levels.

Organizational Performance = f(PM, IM, MS, IDC)
The mathematical form of the function was;
OP = Bo+ B1PM + B2IM + B3SM + B4IDC
Following this mathematical model, the econometric estimation equation developed was:
Organizational Performance = o+ B1PM + 2IM + B3SM + B4IDC + ¢
Where:
- OP = Organizational Performance
- PM = Procurement Management
- IM = Inventory Management
- SM = Storage Management
- IDC = Interdepartmental Collaboration
- Pois the intercept of regression
- PB1, B2, B3, and P4 are coefficients of regression or the coefficients of explanatory
variables which measures the relative impact of materials management functions

on organizational performance and
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- g is the stochastic error term capturing other explanatory variables not explicitly

included in the model

3.9 Validity and Reliability of the Instruments
Reliability and validity are ideas that help to establish the truthfulness, credibility or believability

of findings. All researchers want to test reliability and validity that are central concerns in all

measurements which connect measures to constructs (Neuman, Beaman and Sponarski, 2014).

3.9.1 Validity of Questionnaires
Kothari (2004) defines validity as the most critical benchmark and indicates the degree to which

an instrument measures what it is supposed to measure. Validity is the extent to which
differences found with a measuring instrument reflect true differences among those being tested.
Validity is the accuracy and meaningfulness of the inferences which are based on the research
results. It is the degree to which results obtained from the analysis of the data actually represents
the phenomena under study. He implies that the validity of the questionnaire data depends on a
crucial way that the ability and willingness of the respondents to provide the information
requested.

The validity of the items was tested using Pearson Correlation coefficients values between items
using Statistical Package for Social Science (SPSS) version 23. Based on the output value
computed using SPSS version 23 the validity of the instruments was tested by the Pearson
correlation value between the items at sig. 2-tailed (0.000) at a significance level of 0.05 with a
total survey respondents of 162 at a df(2, 160). Based on the significant level value obtained by
the sig. 2-tailed 0.000 < 0.05, since all the Pearson Correlation Coefficient values of each items
were greater than the Pearson Critical value at df(2, 160) of 0.159, it can be concluded that all

the items distributed to the respondents were valid.

3.9.2 Reliability of Questionnaires
Kothari et al., (2004) specified that, the test of reliability is an important test of sound

measurement. A measuring instrument is reliable if it provides consistent results. Reliable
measuring instrument does contribute to validity, but a reliable instrument need not be a valid
instrument.

Before administering the main phase of the study, a pilot test was conducted to test the data

collecting instrument and to improve the methodology. A pilot study is a small-scale version of a
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planned study conducted with a small group of participants similar to those to be recruited later
in the larger-scale study. Pilot studies are conducted to allow researchers to practice and to assess
the effectiveness of their planned data collection and analysis techniques (Connelly, 2008).

The primary benefit of conducting a pilot study is that it provides the researcher with a chance to
make adjustments and revisions to the main study (Connelly, 2008). Questionnaires were tested
using 10% of potential respondents or 10 to 30 individuals from the total sample size to make the
data collecting instruments relevant and suitable to the problem and internally consistent as
recommended by Connelly (2008 and 2010).

Mohsen Tavakol and Reg Dennick (2011) stated that, Cronbach’s alpha of < 0.5 is unacceptable,
0.5 <0 <0.61is poor, 0.6 <a < 0.7 is questionable, 0.7 < a < 0.8 is acceptable, 0.8 < a < 0.9 is

good and finally Cronbach’s a > 0.9 is excellent as cited by Daniel Belay (2017).

To meet consistency of the instrument, the questionnaires was distributed to 20 individuals who
are workers of Walia Steel Industry and as indicated in the table below, the sets of items of
questionnaire have good internal consistency with Cronbach‘s alpha of 0.958 which is greater

than 0.9, which indicated the questionnaire is a reliable and acceptable source of the whole items.

From Table 3.2 the Cronbach‘s alpha of 0.958 indicated that the sets of items of the
questionnaires have highly good internal consistency which is best reliable and meet the
acceptable level that implied the validity of the instrument. After a proper detection of the
instrument, the upgraded version of the questionnaires were printed, duplicated and distributed to
the targeted respondents. All of the respondents in the survey study for the pilot study are the

managers and employees of the selected steel industry.

Table 3.2 Overall Reliability Statistics

Cronbach's Alpha N of Items
.958 25

Source: Own Survey Results and Computation, 2021
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Table 3.3: Reliability Test for Materials Management Functions

Materials Management Dimensions | Cronbach’s Alpha No. of Items
Procurement Management 0.935 5
Inventory Management 0.880 5
Storage Management 0.890 5
Interdepartmental Collaboration 0.896 5
Organizational Performance 0.879 25

Source: Own Survey Results and Computation, 2021
As indicated in Table 3.3 the Cronbach’s Alpha coefficients for each of the explanatory variables
assessed by the instrument were computed using SPSS version 23. The result in the Table 3.3
demonstrated that, the Cronbach’s Alpha Coefficients for each of materials management impact
indicators were 0.958 for overall organizational performance, 0.935 for procurement
management, 0.880 for inventory management system, 0.890 for storage management and 0.879
for interdepartmental collaboration. As compared to the normal standards of reliability, each
Cronbach’s Alpha coefficients of the explanatory variables (materials management functions)

were statistically significant enough and internally consistent.
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CHAPTER FOUR
RESULT AND DISCUSSION

4.1 Introduction
This chapter comprises the data presentation, analysis and interpretation of the findings that was

aimed at examining the impact of materials management on organizational performance of
manufacturing companies, the case of Walia Steel Industry PLC. The researcher has collected
the data in the form of five-point Likert scale questionnaire and semi-structured open-ended

questions.

4.2 Response Rate
In order to collect primary data, a total of 171 customized questionnaires were distributed to 3 top

managers, 7 department heads and 161 workers of Walia Steel Industry those who were used in
census survey. Even if there was a great challenge to distribute and collect the questionnaires
face to face to and from the respondents due to the occurrence of COVID-19 pandemic disease,
out of these distributed questionnaires, from 3 top managers, 7 department heads and 152
workers, a total of 162 questionnaires were returned which was valid enough with a very good

response rate of 94.7% while the unreturned questionnaires were 9 with unreturned rate of 5.3%.

A quantitative cross-sectional data type was collected in the form of questionnaire was analyzed
using Statistical Package for Social Sciences (SPSS) version 23. The qualitative data collected
using semi-structured open-ended questions are also analyzed and discussed in this chapter. The
analysis starts with statistical description of socio-demographic characteristics of the
respondents. The discussion tries to realize the objective of the study to answer the research

questions and to test the significance of the stated research hypotheses.

4.3 Descriptive Statistics

4.3.1 Respondent’s Personal Background
The demographic characteristics and background information of Walia Steel Industry managers,

department heads and employees is necessary to be presented and analyzed. Analyzing the
respondent’s demographic characteristics and background is significant to validate the reliability

of the collected data. Hence, the respondents were requested to give response to their gender and
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age category, educational background, years of experience and work position in the firm’s

structure.

Table 4.1: Respondent’s Demographic Information

Respondent’s Personal Background | Frequency | Percent | Valid Percent | Cumulative Percent

Gender Male 106 65.40 65.40 65.40
Female 56 34.60 34.60 100
Total 162 | 100.00 100.00

Age 21-30Years 90 55.60 55.60 55.60
31-40Years 32| 19.80 19.80 75.30
41-50Years 32| 19.80 19.80 95.10
Above 50Years 8 4.90 4.90 100.00
Total 162 | 100.00 100.00

Education Level | Up to Diploma 51 31.50 31.50 31.50
BA/BSC 89| 54.90 54.90 86.40
MA/MSC 22 13.60 13.60 100.00
Total 162 | 100.00 100.00

Work <SYears 43 26.50 26.50 26.50

Experience 6-10Years 63| 38.90 38.90 65.40
11-15Years 29 17.90 17.90 83.30
16-20Years 20 12.30 12.30 95.70
>20Years 7 4.30 4.30 100.00
Total 162 | 100.00 100.00

Work Position | Top Manager 3 1.90 1.90 1.90
Dep. Head 7 4.30 4.30 6.20
Employee 152 | 93.80 93.80 100.00
Total 162 | 100.00 100.00

Source: Own Survey Results and Computation, 2021
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According to the result in Table 4.1, out of the whole respondents 106(65.4%) of the respondents
are male while 56(34.6%) are female respondents.

Result from Table 4.1 provided the age distribution of the respondents those who were
participated in the study. The age categories of the respondents were divided with an array of 10
years except the age category above 50 years. Hence, the results showed that 55.6% (90) were
aged between 20 and 30 years old, 19.8% (32) were between 31 and 40 years of age, similarly
19.8% (32) were between 41 and 50 years, 4.9% (8) were aged above 50 years. This indicates
that most of the respondent’s age is found in the age category from 21 to 30 and 31 to 40 years,
with a percentage of 55.6% and 19.8% respectively followed by the age category from 41 to 50
years with a percentage of 19.8% and lastly the smaller proportion of the respondents were older
than 50 years with a percentage of 4.9%.

As indicated in Table 4.1 with respect to educational level of the respondents, the education level
attained by majority of the respondents was 54.9% out of the valid respondents was first degree
holders, followed by 31.5% those who own up to diploma level and the remaining 13.6% of the
respondents were second degree (master’s degree) holders. Accordingly, from the above fact,
one can easily understand that most of the respondent of the company possesses first degree
educational background. Thus, it can be expected that they are competent to recognize and
clearly identify the existing materials management functions and its impacts on their firm’s
performance.

As indicated by Table 4.1 regarding to the respondent’s work experience, 38.9% of the
respondents in the firm have 6-10 years of experience. They were followed by 26.5% of the
respondents those who are less experienced having up to 5 years (<5 years) of work experience
while 17.9% of the respondents have 11-15 years of work experience relatively more
experienced. From the table above 12.3% respondents have 16-20 years of work experience and
4.3% of the respondents have more than 20 years (>20 years) of work experience in the
company. Based on the respondent’s relative work experience in the firm’s job position, most of
the respondents about 73.5% have sufficient knowledge in relation to the materials management
functions employed in the Steel Industry while 26.5% of the respondents were less experienced.
The survey made to assess the respondent’s current position in Table 4. 1 indicated that 1.9% of
the respondents were top managers, 4.3% were department heads those who leads the firm’s

managerial and operational activities and 93.8% were functional level employees of the
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company. Hence, most of the respondents in the survey study were functional and operational

level employees of the firm (93.8%) followed by firm’s department heads (4.3%) while the top

managers (1.9%) of the firms comes the last rank which implies that the respondents are from

different educational background and work position.

4.3.2 The Impact of Materials Management Functions on Organizational Performance

This section discusses the result of the survey in order to answering the research questions in

assessing the impact of materials management on organizational performance. The results were

interpreted by using the frequency and percentage of the materials management and

organizational performance measurements.

Table 4.2: Organizational Performance

Items

Response

Response Rate

Frequency | Percent

Materials management functions have high impact on Disagree 3 1.90
organizational performance and competitiveness. Neutral 23 1420
Agree 74 45.60

Strongly Agree 62 38.30

Total 162 | 100.00

Materials procurement management sustains greatly the | Disagree 6 3.70
performance of an organization. Neutral 38 5350
Agree 65 40.10

Strongly Agree 53 32.70

Total 162 | 100.00

Organizational performance is highly affected by Disagree 9 5.60
materials inventory control systems. Neutral 14 5720
Agree 50 30.80

Strongly Agree 59 36.40

Total 162 | 100.00

The organizational performance can be enhanced less Disagree 3 1.90
by materials storage (warehousing) system. Neutral 78 28.10
Agree 56 34.60
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Strongly Agree 25 15.40
Total 162 | 100.00
The organizational performance can be impacted Disagree 6 3.70
significantly by interdepartmental collaboration. Neutral 5 5780
Agree 57 35.20
Strongly Agree 54 33.30
Total 162 | 100.00

Source: Own Survey Results and Computation, 2021
As indicated in Table 4.2, majority of the respondents 83.9% supported that materials
management functions have high impact on Walia Steel Industry’s organizational performance
and competitiveness while 1.9% of them was denied. From the respondent’s, 14.2% of the
respondents were neither agreed nor disagreed whether materials management functions have
high impact on organizational performance.
Regarding to Table 4.2, 72.8% of the respondents described that materials procurement
management sustains greatly the performance of an organization while 23.5% of them were
neither agreed nor disagreed whether materials purchasing management sustains greatly the
performance of the firm or not. From the respondents 3.7% of them denied the issue.
According to Table 4.2, 67.2% of the respondents specify that Walia Steel Industry’s
performance is highly affected by materials inventory and 27.2% of the respondents have no
suggestion whether firm’s performance is highly affected by materials inventory or not while
5.6% of the respondents denied.
Based on the result in Table 4.2, from the respondent’s response 50% of the respondents
described that Walia Steel Industry’s performance is enhanced less by materials storage
(warehousing) system while 48.1% of the respondents neither agreed or disagreed whether the
firm’s performance is enhanced less by materials storage (warehousing) system or not and 1.9%
of the respondents denied.
As a final point for Table 4.2, more of the respondents 68.5% supported that Walia Steel
Industry’s performance is impacted by interdepartmental collaboration significantly and 27.8%
of the respondents have no opinion whether the firm’s performance is impacted by

interdepartmental collaboration significantly or not.
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Hence, based on the survey result in Table 4.2, majority of Walia Steel Industry management
staffs and employees supported the impact that materials management functions have on the
organizational performance followed by those employees who have no opinion on the given
indicators and there were few respondents that denied the impact that materials management

functions have on organizational performance.

Table 4.3: Procurement Management

Response Rate
Items Response

Frequency | Percent

Most of the time the firm’s purchasing | Disagree 28 17.30
management  practices affects the overall | Neytral 58 35.80
organizational performance in profit generation Agree 39 2410
procedures. Strongly Agree 37| 22.80
Total 162 | 100.00

Procurement (purchasing) procedures highly | Disagree 20 12.30
affect organizational performance. Neutral 63 38.90
Agree 59 36.50

Strongly Agree 20 12.30

Total 162 | 100.00

The procurement system of the steel industry is | Disagree 34 21.00
managed by trained and skillful personnel. Neutral 69 42.60
Agree 30 18.50

Strongly Agree 29 17.90

Total 162 | 100.00

Effect of procurement of materials enhances the | Strongly Disagree 4 2.50
steel industry’s productivity. Disagree 30 18.50
Neutral 66 40.70

Agree 32 19.80

Strongly Agree 30 18.50

Total 162 | 100.00

The purchasing department made a check and | Disagree 29 17.90
balance between the planned and the purchased | Neutral 59 36.40
materials quantity and quality. Agree 45 27.80
Strongly Agree 29 17.90

Total 162 | 100.00

Source: Own Survey Results and Computation, 2021

As indicated from Table 4.3, 46.9% of the respondents replied that most of the time Walia Steel
Industry purchasing management practices affects the overall organizational performance in
profit generation procedures while 17.3% of the respondents denied most of the time the firm’s

purchasing management practices affects the overall organizational performance in profit
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generation procedures and 35.8% of the respondents were neither agreed nor disagreed whether
most of the time the firm’s purchasing management practices affects the overall organizational
performance in profit generation procedures or not.

Based on Table 4.3, procurement (purchasing) procedures highly affect Walia Steel Industry’s
performance was explained by 48.7% of the respondents and 12.3% of the respondents denied
that the procurement (purchasing) procedures highly affect organizational performance. From the
respondents 38.9% have no opinion on whether the procurement (purchasing) procedures highly
affect organizational performance or not.

According to Table 4.3, 36.4% of the respondents described that the procurement system of the
steel industry is managed by trained and skillful personnel while 21% of the respondents were
denied the procurement system of the steel industry is managed by trained and skillful personnel.
From the respondents 42.6% of them neither agreed nor disagreed on the item the procurement
system of the steel industry is managed by trained and skillful personnel.

Regarding to the result from Table 4.3, effective procurement of materials enhances the steel
industry’s productivity was explained by 38.3% of the respondents and denied by 21% of the
respondents while 40.7% of them have no suggestion whether effective procurement of materials
enhances the steel industry’s productivity or not.

At the last from Table 4.3, the purchasing department made a check and balance between the
planned and the purchased materials quantity and quality was clarified by 45.7% of the
respondents while 17.9% of them did not accept it. From the respondents 36.4% have no opinion
whether the purchasing department made a check and balance between the planned and the
purchased materials quantity and quality or not.

Hence, depending up on the survey result in Table 4.3, almost near half of the steel industry
employees supported the impact that procurement management practices have on the
performance of the firm while near to those employees who were supporting the items indicated
were neither agreed nor disagreed on the given indicators and to the average fewer employees

did not support the given items.
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Table 4.4: Inventory Management

Items Response Response Rate

Frequency | Percent

Inventory management practices enable the | Disagree 20| 12.30
industry to meet the targeted objectives. Neutral 91| 56.20
Agree 31| 19.10

Strongly Agree 20| 12.30

Total 162 | 100.00

Knowing stock at hand and expected stock | Disagree 14 8.60
enhances organizational growth. Neutral 72| 44.40
Agree 63| 38.90

Strongly Agree 13 8.10

Total 162 | 100.00

The firm has computerized all inventory | Disagree 22 | 13.60
management systems. Neutral 84 | 51.80
Agree 44 | 27.20

Strongly Agree 12 7.40

Total 162 | 100.00

The firm paid maximum attention to those | Strongly Disagree 2 1.20
inventories whose value is highest. Disagree 22| 13.60
Neutral 64 | 39.50

Agree 60 | 37.10

Strongly Agree 14 8.60

Total 162 | 100.00

Growth of a firm is measured based on the level of | Disagree 26 | 16.00
stock it has. Neutral 66 40.70
Agree 48 | 29.70

Strongly Agree 22 | 13.60

Total 162 | 100.00

Source: Own Survey Results and Computation, 2021

Based on Table 4.4, 31.4% of the respondents indicated that inventory management practices
enable Walia Steel Industry to meet the targeted objectives while fewer respondents 12.3% of
them denied this impact. More of the respondents 56.2% were neither agreed nor do disagreed
whether inventory management practices enable the industry to meet the targeted objectives or

not.
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According to Table 4.4, knowing stock at hand and expected stock enhances Walia Steel
Industry’s growth was supported by 47% of the respondents and denied only by 8.6% of the
respondents while 44.4% of the respondents have no opinion on this impact.

As indicated in Table 4.4, 34.6% of the respondents indicated that the firm has computerized all
inventory management systems while 13.6% of the respondents were not support the indication.
Almost more than half of the respondents 51.8% have no suggestion whether the firm has

computerized inventory management system or not.

The survey result from Table 4.4 showed that 45.7% of the respondents described that the steel
industry paid maximum attention to those inventories whose value is highest and some
respondents 14.8% of them denied the given indication item. From the survey result in Table 4.4

above, 39.5% of the respondents were neither agreed nor disagreed on the given indication item.

Regarding to Table 4.4, 43.3% of the respondents clarified that the growth of Walia Steel
Industry is measured based on the level of stock it has while 16% of the respondents were not
agreed on the indication the growth of a firm is measured based on the level of stock it has.
Accordingly, from the whole respondents 40.7% of them were neither agreed nor disagreed
whether the growth of the firm is measured based on the level of stock it has or not.

Hence, the survey result in Table 4.4 indicated that more of the respondents of the survey have
no more suggestions or judgments on the inventory management of Walia Steel Industry
followed by those respondents supporting the given indication items and fewer respondents did

not support the given inventory management system of the firm.

Table 4.5: Storage Management

Response Rate

Items Response Frequency | Percent

The storage (warehouse) management has a | Strongly Disagree 2 1.20
significant role in achieving firm’s objective. Disagree 20 12.30
Neutral 65 40.10

Agree 63 38.90

Strongly Agree 12 7.50

Total 162 | 100.00

The firm pays great attention to the storage | Strongly Disagree 2 1.20
management in order to handle items properly. | Disagree 42| 2590
Neutral 61 37.70
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Agree 50 30.90
Strongly Agree 7 4.30
Total 162 | 100.00
Storage of materials ensures continuity of | Disagree 40 24.70
production and productivity. Neutral 2| 44.40
Agree 44 27.20
Strongly Agree 6 3.70
Total 162 | 100.00
Most of the time, in your firm’s warchouse, | Strongly Disagree 4 2.50
items are placed in the correct location. Disagree 8 4.90
Neutral 71 43.80
Agree 59 36.50
Strongly Agree 20 12.30
Total 162 | 100.00
We are successful in minimizing total product | Strongly Disagree 2 1.20
damage in the warehouse. Disagree 31| 1910
Neutral 61 37.70
Agree 49 30.20
Strongly Agree 19 11.80
Total 162 | 100.00

Source: Own Survey Results and Computation, 2021
As indicated in Table 4.5, the storage (warehouse) management has a significant role in
achieving firm’s objective was supported by 46.4% of the respondents and denied by fewer
respondents (13.5%) while 40.1% of the respondents were neither agreed nor disagreed whether
the storage (warehouse) management has a significant role in achieving firm’s objective or not.
Regarding to Table 4.5 above, 35.2% of the respondents explained that Walia Steel Industry paid
great attention to the storage management in order to handle items properly while 27.1% of the
respondents did not support the given indicator item. The rest 37.7% of the respondents have no
suggestion on the indicator the firm paid great attention to the storage management in order to
handle items properly.
Based on the survey result in Table 4.5, storage of materials ensures continuity of production and
productivity was described by 30.9% of the respondents and 44.4% of the respondents have no
opinion on the given indicating item while 24.7% of the respondents did not accept that the
storage of materials ensures continuity of production and productivity.
As indicated in Table 4.5, 48.8% of the respondents clarified that most of the time, in Walia
Steel Industry’s warehouse items are placed in the correct location. Fewer respondents (7.4%)
denied most of the times, in the firm’s warchouse items are placed in the correct location. From

the respondents 43.8% of them neither agreed nor disagreed on this issue.
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According to Table 4.5, 42% of the respondents indicated that they were successful in

minimizing total product damage in the warehouse while 20.3% of the respondents indicated that

they were not be successful in minimizing total product damage in the warehouse. The rest of the

respondents (37.7%) have no opinion whether they were successful in minimizing total product

damage in the warehouse or not.

Therefore, almost 40.66% of the respondents to the average were supporting the impact that

storage management has on organizational performance while to the average 40.74%% of the

respondents have no suggestion on the impact that storage management has on organizational

performance. The rest of the respondents (18.6%) did not support the impact that storage

management has on organizational performance.

Table 4.6: Interdepartmental Collaboration

Response Rate

Items Response Frequency | Percent

The interdepartmental coordination between all the | Disagree 6 3.70
firm’s departments plays a significant role for the | Neutral 37 22.80
performance of the steel industry. Agree 48 29.70
Strongly Agree 71 43.80

Total 162 100.00

The entire firm’s departments perform their duties | Disagree 6 3.70
collaboratively in order to achieve its objectives. Neutral 38 23.50
Agree 79 48.70

Strongly Agree 39 24.10

Total 162 100.00

The top management focuses particularly to the inter- | Disagree 4 2.50
departmental coordination of the firm’s departments. Neutral o1 31.50
Agree 42 25.90

Strongly Agree 65 40.10

Total 162 100.00

There is a use of open and positive communication | Disagree 6 3.70
between all the firm’s departments. Neutral 34 21.00
Agree 57 35.20

Strongly Agree 65 40.10

Total 162 100.00

The firm’s human resource management practices | Disagree 3 1.90
enhance good interdepartmental coordination. Neutral 34 21.00
Agree 44 27.10

Strongly Agree 81 50.00

Total 162 100.00

Source: Own Survey Results and Computation, 2021
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Based on the result in Table 4.6, more of the respondents (73.5%) were decided that the
interdepartmental coordination between all the firm’s departments plays a significant role for the
organizational performance of the steel industry while few respondents (3.7%) denied the item.
The rest of the respondents (22.8%) have no indication on the interdepartmental coordination
between all the firm’s departments’ plays a significant role for the organizational performance of
the steel industry.

According to the result in Table 4.6, similar to the first indicator 72.8% of the respondents
explained that the entire firm’s departments perform their duties collaboratively in order to
achieve its objectives and 3.7% of the respondents disagreed the item while 23.5% of the
respondents were neither agreed nor disagreed whether the entire firm’s departments perform
their duties collaboratively in order to achieve its objectives or not.

As indicated in Table 4.6, 66% of the respondents clarified that the top management of Walia
Steel Industry focuses particularly to the inter-departmental coordination of the firm’s
departments while 2.5% of the respondents denied the item. The rest 31.5% of the respondents
have no opinion whether the top management of Walia Steel Industry focuses particularly to the
inter-departmental coordination of the firm’s departments or not.

Regarding to the result in Table 4.6, almost more of the respondents (75.3%) described as there
is a use of open and positive communication between all the firm’s departments while 21% of
the respondents did not determine whether there is a use of open and positive communication
between all the firm’s departments or not. And few of the respondents (3.7%) disagreed on the
given item.

Depending on the result in Table 4.6, majority of the respondents (77.1%) supported that Walia
Steel Industry’s human resource management practices enhance good interdepartmental
coordination while 21% of the respondents did not determine whether the firm’s human resource
management practices enhance good interdepartmental coordination or not. Similarly, very few
of the respondents (1.9%) disagreed on the given item.

Therefore, on the average almost majority of the respondents (72.95%) were supporting the
impact that interdepartmental collaboration has on organizational performance while on the
average 23.95%% of the respondents have no suggestion on the impact that interdepartmental
collaboration has on organizational performance. The rest of the respondents (3.1%) did not

support the impact that interdepartmental coordination has on organizational performance.
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4.4 Inferential Analysis

4.4.1 Diagnostic Tests
Linear regression is an analysis that assesses whether one or more predictor variables explain the

dependent (criterion) variable. Linearity, multicollinearity, homoscedasticity, autocorrelation and
normality are among the five key assumptions of classical linear regression model or Gauss-
Markov Assumptions that needs to be tested and analyzed in this survey study. These
assumptions of classical linear regression analysis are needed for statistical influences (for

estimation and hypothesis testing).

4.4.1.1 Test of Linearity Assumption
Linear regression needs the relationship between the independent variables (procurement,

inventory and storage management and interdepartmental collaboration) and dependent variable
(organizational performance) to be linear. The linearity assumption can best be tested by using
scatter plots. Linearity assumption means that the predictor (independent) variables in the
regression have a straight-line relationship with the outcome (dependent) variable. If the
residuals are normally distributed and homoscedastic, there is no need of worrying about

linearity issue (https://www.statisticssolutions.com). Hence, since the observations for all

explanatory variables versus the dependent variable can be drawn approximately in a straight
line and the variance between the upper and lower cases of the observations were reasonably

similar, linearity is not a series problem to the study.
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Figure 4.1: Linearity Test
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4.4.1.2 Test of Normality Assumption
Assumption of normality means that the collected data fits a bell-curve shape before running

certain statistical tests or regression. A test of normality assumption could be checked by
graphical (histogram and dot plot) method of tests. The popular histogram can provide a good
idea about whether the data meets the assumption. If the data looks like a bell-curve, then it is
probably normal or if the fitted line in the Normal P-P plot of regression is approximately a
straight line, one can conclude that the variables of interest are normally distributed

(https://www.statisticshowto.com). Therefore, since the fitted line on the P-P plot of the result

approximately straight line, the residuals of the model were approximately normally distributed.
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Figure 4.2 (a): Histogram
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Figure 4.2 (b): Normal P-P Plot

4.4.1.3 Test of Multicollinearity Assumption
After the normality of the data in the regression model met, the next step is to determine whether

there is similarity between the independent variables in a model. Similarities between the
independent variables will result in a very strong correlation. Hence, multicollinearity occurs
when the independent variables (procurement, inventory and storage management and

interdepartmental collaboration) are too highly correlated with each other.

The Variance-Inflation Factor (VIF) of a linear regression is an indicator of whether there is
multicollinearity or not. If the VIF value lies between 1 and 10, then there is no multicollinearity.

If the value of VIF is < 1 or >10, then there is certainly multicollinearity among the variables.

The other multicollinearity indicator is the tolerance which measures the influence of one
independent variable on all other independent variables. If the tolerance value is < 0.1, there
might be multicollinearity in the data and if the tolerance value is < 0.01 there is certainly

multicollinearity among the variables (https://www.statisticssolutions.com).

Based on this assumption test in Table 4.7, the VIF and tolerance values in the survey study for

all independent variables became < 10 and > 0.1 respectively. Therefore, the model used did not
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violate the assumption which means the model is free from multicollinearity. So, from the result

in Table 4.7, there is no multicollinearity between the independent variables in the model used.

Table 4.7: Multicollinearity Diagnosis

Collinearity Statistics
Model Tolerance VIF
Procurement Management 649 1.540
Inventory Management .166 6.038
Storage Management 202 4.940
Interdepartmental Collaboration 407 2.460

a. Dependent Variable: Organizational Performance
Source: Own Survey Results and Computation, 2021

4.4.1.4 Test of Homoscedasticity Assumption
Homoscedasticity or homogeneity of variances is an assumption of equal or similar variances in

different groups being compared whereas heteroscedasticity is a systematic change in the spread
of residuals over the range of measured values. Heteroscedasticity is a problem because ordinary
least squares (OLS) regression assumes that all residuals are drawn from a population that has
constant variance (homoscedasticity). Homoscedasticity assumptions can be checked by scatter
plot diagram (https://www.campusquides.lib.utah.edu). The result of the study implies the values

of the model would forecast against the residuals achieved. As the expected values increase, the
deviation in the residuals should be roughly similar. The graph looks like a casual group of dots.

Therefore, the model of this survey study is homoscedastic.

4.4.1.5 Test of Autocorrelation Assumption
Autocorrelation is a characteristic of data which shows the degree of similarity between the

values of the same variables over successive time intervals. When autocorrelation is detected in
the residuals from a model, it suggests that the model is mis-specified or may be unreliable. The
cause of the existence of autocorrelation is that some key variable or variables are missing from

the model.

The standard method of testing for autocorrelation is the Durbin-Watson test. The Durbin-
Watson test produces a statistic that ranges from 0 to 4. Durbin-Watson test values close to 2 (the
middle of the range) suggest less autocorrelation and values closer to 0 or 4 indicate greater
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positive or negative autocorrelation respectively. An acceptable range of Durbin-Watson statistic

value is 1.50 - 2.50 (https://www.statisticssolutions.com).

Table 4.8: Durbin-Watson

Model Durbin-Watson

1 2.152
a. Predictors: (Constant), Interdepartmental Collaboration, Storage Management, Inventory
Management, Procurement Management
b. Dependent Variable: Organizational Performance
Source: Own Survey Results and Computation, 2021

According to the result in Table 4.8 above, the Durbin-Watson statistic value is 2.152 which are
found in an acceptable range of 1.50 — 2.50. Based on the indicated result the assumption of
independence of residuals was satisfied. Therefore, there is no existence of autocorrelation

problem in the survey study model.

4.4.2 Correlation Analysis
Correlation is a bivariate analysis that measures the strength of association between two or more

variables and the direction of the relationship. In terms of the strength of relationship, the value
of the correlation coefficient varies between -1 and +1. A value of £1 indicates a perfect degree
of association between the two variables. As the correlation coefficient value goes towards 0, the
relationship between the variables will be weaker. The direction of the relationship is indicated
by the sign of the coefficient; a + sign indicates a positive relationship and a — sign indicates a

negative relationship (Saunders, Lewis, and Thornhill, 2009).

Hence, correlation analysis is a statistical method used to evaluate the strength and direction of
relationship between two or more quantitative variables. Any score from +0.5 to +1 indicates a
very strong positive correlation, which means that they both increase at the same time. Any score
from -0.5 to -1 indicates a strong negative correlation, which means that as one variable
increases, the other decreases proportionally. A score of O indicates that there is no correlation or
relationship between the variables (Saunders et al., 2009).
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Table 4.9: Correlation between Materials Management Functions and Organizational

Performance
PM IM SM IDC OP
PM Pearson Correlation 1
Sig. (2-tailed)
N 162
IM Pearson Correlation 522" 1
Sig. (2-tailed) .000
N 162 162
SM Pearson Correlation 4957 892" 1
Sig. (2-tailed) .000 .000
N 162 162 162
IDC Pearson Correlation 5707 | 7397 | .667 1
Sig. (2-tailed) .000 .000 .000
N 162 162 162 162
OP Pearson Correlation 616 | .8317| .803" | .779 1
Sig. (2-tailed) .000 .000 .000 .000
N 162 162 162 162 162
**_Correlation is significant at the 0.01 level (2-tailed).
N =162

Source: Own Survey Results and Computation, 2021

Table 4.9 demonstrated the correlation matrix between materials management functions
(procurement management, inventory management, storage management and interdepartmental
collaboration) and organizational performance of Walia Steel Industry PLC. Among these
materials management functions that have impact on performance of the manufacturing
company, there is a positive and very strong relationship between inventory management and
organizational performance with a correlation coefficient of 0.831 controlling for other
impacting variables. The next indicator that had a positive and very strong correlation with the
performance of the firm is the storage management with a correlation coefficient of 0.803
controlling for other impacting variables. The third explanatory variable that had a positive and
very strong relationship with the performance of a firm is the interdepartmental collaboration
with a 0.779 correlation coefficient controlling for other impacting variables. Relative to the

other independent variables the explanatory variable that has positive and moderate relationship
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with the organizational performance is the procurement management with a 0.616 coefficient of

correlation controlling for other impacting variables.

Table 4.10: Correlation b/n Overall Materials Management Functions and
Organizational Performance

Materials Organizational
Management Performance
Materials Pearson Correlation 1
Management Sig. (2-tailed)
N 162
Organizational Pearson Correlation 882" 1
Performance Sig. (2-tailed) .000
N 162 162
**_ Correlation is significant at the 0.01 level (2-tailed).
N =162

Source: Own Survey Results and Computation, 2021

Table 4.10 demonstrated the relationship between effective materials management and the
organizational performance of Walia Steel Industry PLC. Effective materials management was
correlated very strongly with organizational performance of Walia Steel Industry with a higher
value of correlation coefficient of 0.882. This illustrated that the effective materials management
functions (inventory management, interdepartmental collaboration, storage management and
procurement management) of the company had a positive and highly significant role on the
overall performance of Walia Steel Industry. Therefore, effective materials management and
organizational performance of Walia Steel Industry had a positive, highly significant and very

strong correlation.

4.4.3 Regression Result Analysis
Regression analysis is concerned with describing and assessing the relationship between a given

dependent variable and one or more independent variable(s). Regression analysis is used to
understand the relationship between dependent and independent variables and to predict the
value of explained variable based on one or more explanatory variables (Gujarati et al., 2009).
This is specified in the model summary where the statistical relationship of the dependent and
independent variables was shown. The model summary table showed the relationship between

the independent variables: procurement management, inventory management, storage
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management and interdepartmental collaboration on one hand and the dependent variable

(organizational performance) on the other.

The result in Table 4.11 indicates that, the independent variables (the materials management
functions) statistically predicted the overall performance of Walia Steel Industry. The model
summary revealed that the degree of association between the materials management functions
(procurement management, inventory management, storage management and interdepartmental
collaboration) and their impacts on organizational performance shown by R with a value of
0.886 that specifying a very strong correlation between the independent variables and the
dependent variable.

Table 4.11 indicates that the materials management functions (procurement management,
inventory management, storage management and interdepartmental collaboration) jointly
contribute 78.5% to the performance of the firm with R-Square (R?) value of 0.785. This implies
that on average, 78.5% of the variation on organizational performance was jointly explained by
the variation in explanatory variables (materials management functions) while 21.5% could be

due to the impact of unexplained factors. This result is in line with Cross (2019) that effects of

Table 4.11: Model Summary

Model| R [ R Square | Adjusted R Square | Std. Error of the Estimate | Durbin-Watson
1 .886° .785 .780 31775 2.152

a. Predictors: (Constant), Interdepartmental Collaboration, Storage

Management, Procurement Management, Inventory Management
b. Dependent Variable: Organizational Performance
materials management have a positive and significant association with productivity of an

organization.

Source: Own Survey Results and Computation, 2021

According to the model in Table 4.11, the independent variables (materials management
functions) have high impact on the performance of Walia Steel Industry indicated by the
Adjusted R-Square value of 0.780. All independent variables procurement, inventory and storage
management and interdepartmental collaboration have 78% impact on organizational
performance. This result coincides with the findings of Florence and Oyebamiji (2018) that

materials management has a positive and significant association with organizational performance

71



and also the result is in line with Taiwo, Claudius, and James, (2012) that there is a positive and

significant relationship between efficient materials management and firm’s profitability.

Table 4.12: ANOVA of the Variables

Sum of Mean
Model Squares df Square F Sig.
1 |Regression 57.901 4 14.475 |143.366( .000°
Residual 15.852 157 101
Total 73.753 161

a. Dependent Variable: Organizational Performance
b. Predictors: (Constant), Interdepartmental Collaboration, Storage
Management, Procurement Management, Inventory Management

Table 4.13: Regression Coefficients of the Variables

Unstandardized | Standardized

Coefficients Coefficients
Model B | Std. Error Beta t Sig.
1 (Constant) 585 150 3.904| .000
Procurement Management 147 .041 166 | 3.620| .000
Inventory Management 287 .089 294 3.230( .002
Storage Management 243 .076 265 3.218( .002
Interdepartmental Collaboration| .271 .054 290 ( 5.002| .000

a. Dependent Variable: Organizational Performance
Source: Own Survey Results and Computation, 2021

The regression model significantly was tested. In Table 4.12, the ANOVA model showing the p-
value is 0.000 which means the model is significant for the use of regression analysis. The result
in Table 4.12 displayed that the variance of the variables that was developed in the study with F
statistic value of F(2, 160) = 143.366 and a probability value of p = 0.000 was statistically
significant at p < 0.05 level of significance. The result implied that the interdepartmental
collaboration, storage management, inventory management and procurement management have
statistically significant impact on organizational performance of Walia Steel Industry. This result
is in line with the findings of Ogbadu (2009) that there is a positive and significant relationship
between materials management functions and organizational profitability. The result of this

finding is also in line with Ibegbulem (2015) that materials management impacts and
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organizational performance had a positive and significant association. Similarly, the finding is fit
with Cross (2019) that there is a significant relationship between materials management
functions and the frequent breakdown of the plant on his study of effects of materials
management on the productivity of an organization.
The result in Table 4.13 presents the impact that materials management functions have on Walia
Steel Industry performance in association with the level of regression coefficients of the
explanatory variables. According to the result, all the materials management functions have high
impact on the selected manufacturing company performance. The computed result in the table
demonstrated that, all the four independent variables procurement management, inventory
management, storage management and interdepartmental collaboration have a positive and
significant impact on the organizational performance.
The unstandardized regression coefficients between the independent variables (materials
management functions: PM, IM, SM, IDC) and the dependent variable (organizational
performance, OP) are described in the form of regression equation.
The established regression function is:

Organizational Performance = B, + B1X1 + B2Xz + PaX3 + PaX4 + €

Organizational Performance = B, + B1PM + B.IM + B3SM + B4IDC

OP =0.585 + 0.147PM + 0.287IM + 0.243SM + 0.271IDC
From this regression coefficient results, we can analyze the following points:

1. Procurement Management
The result in Table 4.13 verified that, the beta (B) value for procurement management is 0.147
and the p-value is (p < 0.05). This implies that on average a 1% improvement in procurement
management will increase the performance of Walia Steel Industry by 14.7%, other things
remain constant and p < 0.05 implies that procurement management impact is significant at 5%
level of significance. Thus, we conclude that the impact of procurement management has
statistically significant relationship with the steel industry performance.
2. Inventory Management

As presented in Table 4.13, the beta (B) coefficient of inventory management 0.287 indicates
that, on average a 1% increase in inventory management will increase the steel industry
performance by 28.7% setting other things remain constant. This implies that there is a positive

and statistically significant association between inventory control/management and
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organizational performance. The p-value is (p < 0.05) indicates the inventory management
impact is significant at 5% level of significance. Therefore, the impact of inventory
management/control has a positive and statistically significant effect on the steel industry
performance. This indicates that the inventory management system of the firm handled in a
healthy manner.

3. Storage/Warehouse Management
The regression result in Table 4.13 regarding to the storage management has a positive and
statistically significant relationship with the performance of the steel industry. The beta (B) value
of storage management 0.243 indicates on average a 1% improvement in storage management
will improve the steel industry performance by 24.3% remaining other things constant. The p-
value is (p < 0.05) implies that the storage management impact is significant at 5% level of
significance. This shows that finished goods/products, defective materials, scraps and surplus
materials are relatively managed well in the warehouse of the company.

4. Interdepartmental Collaboration
As shown in Table 4.13, the beta (B) coefficient of interdepartmental collaboration 0.271
indicates that, on average a 1% improvement in interdepartmental collaboration will increase the
steel industry performance by 27.1% putting other things remains constant. This implies that
there is a positive and statistically significant association between interdepartmental
collaboration and organizational performance. The p-value is (p < 0.05) indicates the
interdepartmental collaboration impact is significant at 5% level of significance. Therefore, the
impact of interdepartmental collaboration has a positive and statistically significant impact on the
steel industry performance. This displays that there is a healthy communication channel between
the departments of the company even if it needs improvement.
From the computed regression model, all the independent variables; procurement management,
inventory management system, storage (warehousing) management and interdepartmental
collaboration have positive and statistically significant impact on organizational performance of
the steel industry. The impact of explanatory variables on organizational performance has been
presented in their order of significance along with their beta value.
Inventory management system with a beta (B) value of 0.287 that has a significance level of
(0.002) is the best predictor of organizational performance which is followed by

interdepartmental collaboration with beta (B) value of 0.271 with a significance level of (0.000)
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relatively. The third predictor of organizational performance is the storage (warehouse)
management with a beta (B) value of 0.243 that has a significance level of (0.002). The least
predictor of organizational performance with a beta (B) value of 0.147 with a significance level
of (0.000) is the procurement management as compared with other explanatory variables under
the study.

Hypothesis testing is a key procedure in an inferential statistic. This part of the research work is
used to test the research hypotheses as follows.

Ha;: There is significant association between procurement management and firm’s

performance

Based on the result observed in Table 4.13, the coefficient value for procurement management is
positive (0.147) and is highly significant (0.000) which makes certain organizational
performance. The p-value of 0.000 is less than the t-statistic value of 9.893 with a standard error
value of 0.041. Therefore, the null hypothesis is rejected and the alternative hypothesis is
accepted which means that there is a positive and significant association between procurement
management and firm’s performance of the steel industry.

Ha,: There is significant relationship between inventory management and organizational

performance

According to the result computed in Table 4.13, the coefficient value for inventory management
is positive (0.287) and is highly significant (0.002) which ensures organizational performance.
The p-value of 0.000 is less than the t-statistic value of 8.271 with a standard error value of
0.089. Therefore, the null hypothesis is rejected, and the alternative hypothesis is accepted which
means that there is a positive and significant relationship between inventory management and
organizational performance of the steel industry.

Has: There is significant association between storage/warehouse management and

organizational performance

Regarding to the result in Table 4.13, the coefficient value for storage management is positive
(0.243) and is highly significant (0.002) which verifies organizational performance. The p-value
of 0.002 is less than the t-statistic value of 10.557 with a standard error value of 0.076. This
indicates that, on average, other things remain constant; a unit increase in storage management

will lead to increases organizational performance by 0.738. Thus, the null hypothesis is rejected,
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and the alternative hypothesis is accepted which means that there is a positive and significant

association between storage management and organizational performance of the steel industry.

Has: There is significant relationship between interdepartmental collaboration and
company’s performance

Concerning to the results figured in Table 4.13 above, the coefficient value for interdepartmental

collaboration is positive (0.271) and is highly significant (0.000) which make sure organizational

performance. The p-value of 0.000 is less than the t-statistic value of 15.702 with a standard

error value of 0.054. Therefore, the null is rejected, while the alternative hypothesis is accepted

which means that there is a positive and significant relationship between interdepartmental

collaboration and company’s performance of the steel company.

The implication of these results obtained in the hypotheses tests is that, there is a positive and
statistically significant relationship between effective materials management functions and
performance of the steel industry in the study. This finding is in line with Florence and
Oyebamiji (2018) that materials management dimensions jointly influenced the performance of
cement manufacturing industries in Nigeria. And also this result is matched with Suleiman
(2010) that effective management and control of materials contribute to the performance of an
organization in Nigeria. This implies that there is a need of taking improving actions on materials

management functions to make sure the organizational performance of the steel industry.

Table 4.14: Summary of Expected and Actual Impact of Independent Variables on
Dependent Variable

Independent Variable Dependent | Expected | Actual Significance
Variable Sign Sign Level
Procurement Management OP Positive Positive 0.000
Inventory Management/control OP Positive Positive 0.002
Storage Management OP Positive Positive 0.002
Interdepartmental collaboration OP Positive Positive 0.000

From Table 4.14 the variables are statistically significant at 5% significance level was considered

as the independent variables have statistically significant impact on the dependent variable.
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4.5 Semi-Structured Open-Ended Question Analysis
In addition to quantitative data, a semi-structured open-ended question was distributed to the

respondents in association with the quantitative data. Out of 116 respondents those who gave
their responses for the closed-ended questions used quantitatively, only 91 (78.45%) respondents
gave their responses to the semi-structured open-ended question. Even if there is a wide gap how
to express their idea between the respondents, as it was said “goes around the bush”, most of
them goes around similar challenges that their company mainly faced. Since, 78.45% respondent
rate is appropriately enough for analysis, the researcher tried to make analysis on the open-ended

question responses provided by the respondents by means of summarizing together.

Accordingly, among the responses given by the respondents, one of the main challenges
explained by the respondents is the shortage of the raw materials that the company became in
risk due to the occurrence of COVID-19 pandemic. The other reason raised by the respondents as
critical issue for shortage of raw materials is the lack of foreign exchange (lack of dollar
currency) resulted from the current situations that the country faced. As a result, the steel
industry is not working with its full potential because of this shortage of raw materials and the
occurrence of COVID-19 pandemic disease. The steel industry is forced to use its employees in
shift to keep COVID-19 protection protocol. All the company’s machineries are not working
together as before the occurrence of the pandemic disease. Even though all the steel products are
demanded by the market, the machineries of the steel industry work based on the availability of
raw materials from the market in providing a smaller number of products than the usual resulting

in reduced performance even if the company is not in loss.

The next considerable point that was raised by the respondents as the company’s challenge is
that there is a weak interdepartmental coordination. Based on their response, all the departments
of the firm are running with less coordination to meet their planned goals. Even though the
human resource management is the responsible department to coordinate all the firm’s
departments, practically the human resource management of the industry can be working with
low efficiency in order to coordinate their activities. Therefore, since the company’s departments
are working with less collaboration with each other due to less performance of the human
resource management, the steel industry interdepartmental collaboration needs improvement to

achieve the company’s performance objective.
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The other important point that was focused by the respondents as a challenge that their company
faced is the weakness of the storage (warehousing) system of the steel industry in finished goods
and defective products storage. The respondents indicated that the finished goods/products were
stored with the defective products in the same storage room with less proper location and both
were stored at the operation room. The firm’s raw materials and finished products are placed in a
scattered means in the firm’s compound that forced the products to become defected. Therefore,
since the effective and defective products were stored side by side causing sometimes the
defective products might be mixed with the correctly shaped products and the storage room was
managed by unskilled employees, the steel industry storage system needs an improving action

and skilled employees to meet the firm’s targeted profit goal.

The next essential issue that the respondents raised as a challenge, for the steel industry in order
to attain the expected profit level is the problem of procurement department. They indicated that
the department is not managed by trained and skilled personnel. As a result, sometimes low-
quality raw materials were purchased causing in high defective products which reduces the
productivity of the steel industry. But almost all of the respondents did not raise the issue of
inventory management system of the steel industry. Hence, there is a need of using trained and
skilled personnel to manage the procurement department of the firm to achieve an improved

organizational performance.

Additionally, the respondents raised essential standpoints that might needs improvement by the
steel industry’s management which are critical issues in the attainment of organizational
competitiveness and performance to sustain the vision and mission of the firm as a business.
These important points raised by the respondents additionally include unsteady power supply,
insufficient water supply, shortage of trained and skilled manpower at some positions,
management ignorance to understand the firm’s employees need and interest, absence of training
program for their employees to develop their knowhow, low level of salary and absence of
incentives, no computerized inter linkage between departments, overlapping of duties, absence of
maintenance of machineries and shortage of machineries spare parts. These points of view
provided by the respondents have their own impact on the steel industry’s productivity and

performance which needs improvement.
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4.6 Discussion
The findings of the data analyzed above based on respondent’s responses was discussed in order

to answer the raised research questions shown that, the impact of materials management
functions jointly contribute their positive and significant role in the achievement of improved
company’s performance. From the result obtained, all the materials management impact
indicators (functions) have positive and statistically significant relationship with the performance

of Walia Steel Industry.

The materials management practices explained through effective procurement procedures,
inventory control systems, storage handling and collaborative work of departments were
positively and significantly associated with the performance of Walia Steel Industry. This result
was consistent with the findings of Cross (2019), Florence and Oyebamiji (2018), Suleiman
(2010) and Ogbadu (2009) in their study aimed to the achievement of improved organizational
performance through effective materials management practices. It is also in line with Taiwo,
Claudius and James (2012) findings that there is a positive and significant relationship between
efficient materials management and company’s performance. This indicates that effective

management of materials is the most important predictor of organizational performance.

The primary predictor from the findings among materials management functions under the study
obtained as there is a positive and significant association between inventory management system
and organizational performance is in line with the finding of Eneje (2012) in that efficient
inventory management influences the performance of brewery factories in Nigeria. And also, the
result is in line with the finding of Uman (2012) in that effective inventory management is a key
factor in attaining organizational performance. But it contradicts the finding of Dagim (2018),
Florence and Oyebamiji (2018) that the management of inventory has a positive effect on firm’s

performance but it has insignificant effect on firm’s performance.

The second impact indicator of materials management practices on organizational performance is
the interdepartmental collaboration that has a positive and significant relationship with
organizational performance which is supported by the finding of Adarsh, Shiva, Asisha and
James (2015) in that interdepartmental coordination is an influencing indicator of materials

management impacts on performance of beverage and spice manufacturing firms in India. But it
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contradicts the finding of Florence (2018) in that interdepartmental collaboration has

insignificant effect on company’s performance.

The third predictor from the findings of materials management functions that has a positive and
significant association with organizational performance is the storage management which is in
line with the findings of Asmelash (2017), Ibegbulem and Okorie (2015) and Florence (2018) in

that storage management has a positive and significant impact on firm’s performance.

Comparatively, the least predictor from the result obtained on materials management functions is
the procurement management. The finding on procurement management that it has a positive and
significant impact on organizational performance opposes the finding of Florence and Oyebamiji
(2018) that the procurement management system has a positive effect on firm’s performance but
not significantly. But the result is in line with the finding of Suleiman (2010) and Abimbola
(2017) in that effectiveness in procurement management enhances production, reduces cost as

well as leads to generation of profit that enhances organizational performance.

Therefore, the above findings provided answers to the research questions are connected to how
do the steel manufacturing industry was engaged in attaining improved organizational
performance and competitiveness through effective implementation of materials management
functions. As already specified, most of the time the achievement of organizational performance
of the steel industry under the study was the result of inventory management system, storage
(warehouse) management practices, procurement management procedures and interdepartmental
collaboration implemented by the industry. Based on this study results, the materials
management function with strongest influence on organizational performance is the inventory
management/control system. The second factor that impacts organizational performance from the
finding is the interdepartmental collaboration followed by storage/warehouse management while
the materials management function with least influence on firm’s performance is the

procurement management practices of the steel industry.
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CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS
This chapter provides the summary of the study, conclusions that have been derived from the
study findings and at the last it proposes recommendations for improvement and for further

studies on subject area.

5.1 Summary

The purpose of this study was to assess the impact of materials management practices on
performance of manufacturing company with a particular emphasis on Walia Steel Industry PLC
through a specific focus to the four materials management functions; inventory management,
interdepartmental collaboration, storage management and procurement management practices of
the focal firm. To get first-hand, detailed and factual information descriptive research design and
to investigate casual relationship between variables explanatory research design were used in the
study. The study was conducted using both quantitative and qualitative research methods which
are referred as mixed research method. The study depends on the understanding of the selected
respondents of the target steel industry. The study also used a cross-sectional data model. Hence,
the findings of the study found from the analysis of the data were summarized clearly and
briefly.

According to the results found in the study, majority of the respondent’s response point out that
materials management practices are the potential factors that influences the performance and
profitability of manufacturing companies. For instance, 83.9% of the respondents made it clear
that materials management problems significantly impact the overall performance of the target
steel industry while only 14.2% of them have no awareness about the impact and 1.9% of the
denied. Hence, the findings show that effective materials management practices can significantly
enhances the performance of manufacturing companies.

Based on the findings found in the study, most respondents explained that the procurement
management procedures implemented by the focal firm is one of the important predictors of the
firm’s performance. Even though it needs trained and skilled personnel, 72.8% of the
respondents demonstrated that procurement management plays a crucial role on firm’s
performance positively while 23.5% of the respondents have no suggestion on the impact of
procurement management and 3.7% of the respondents denied. This implies that there is a
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positive and significantly relationship between procurement management and organizational
performance.

Regarding to the inventory management system 67.2% of the respondents verified that inventory
control enhances organizational performance by reducing costs related with storage and handling
of materials but 27.2% of the respondents were not sure of the impact of inventory management
system on firm’s performance 5.6% of them was denied. This indicates that if the company
implements effective inventory management it achieves the expected business competitiveness
and attains organizational performance but it needs computerized inventory management system.
Concerning the result found in the study, almost half of the respondents (50%) revealed that
profits can be achieved if managers effectively and successfully handle issues relating to stores
location, layout and equipment examination, safety of stores, production issues, stock records
and disposal of obsolete materials while near half of the respondents (48.1%) have no opinion on
the impact that storage management has on organizational performance and 1.9% of them denied
the issue. This is the implication of the requirement of better improvement on the use of proper
storage location to achieve the targeted organizational objectives.

Depending up on the findings in the study, 68.5% of the respondents mentioned that for a
business to be successful and competitive, organizations need to implement and maintain
effective interdepartmental coordination while 27.8% of the respondents have no suggestion on
the effect of interdepartmental collaboration on firm’s performance and 3.7% of the respondents
denied. This implies that the targeted firm tries to work on the implementation of
interdepartmental coordination to meet its goal.

Based on their coefficient of correlation, the independent variables; the inventory management
system, the storage management practices, the interdepartmental collaboration and the
procurement procedures had a positive, highly and strongly significant correlation with a
dependent variable organizational performance of the target firm Walia Steel Industry PLC with
a coefficient of correlation 0.831, 0.803, 0.779 and 0.616 respectively.

Based on the result of the findings of regression analysis coefficients, the inventory management
system is the best predictor of the performance of Walia Steel Industry PLC with a coefficient of
determination value of 0.287 followed by interdepartmental collaboration and then by storage
management practice with a coefficient of determination value of 0.271 and 0.243 respectively
while in comparison with the other explanatory variables the least indicator of the performance
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of Walia Steel Industry PLC is the procurement management procedures with a coefficient of
determination value of 0.147.

Therefore, this study examines the impact of effective materials management on organizational
performance of manufacturing companies with a specific orientation of Walia Steel Industry
PLC. This study demonstrates that materials management impact indicators (functions)
cooperatively contribute positively and significantly to organizational performance. The study
summarizes that the materials management functions; inventory management, storage
management, procurement management and interdepartmental collaboration, have a positive and

significant impact on company’s performance.
5.2 Conclusion

This study concludes that management of materials practices are continuous processes in
manufacturing companies. There are always the requirements of managing the raw materials,
work in process and finished goods/products properly throughout the implementation of
systematic techniques of management of materials that leads to better performance attainment in
the organization. The objective of the study is assessing the impacts that materials management
functions have on performance of manufacturing companies in Ethiopia, with a particular
reference of Walia Steel Industry PLC. The study uses four functions (impact indicators) of
materials management as independent (explanatory) variables and organizational performance as
dependent variable.

This study hypothesized the overall impacts of materials management practices and the impacts
of materials management functions; inventory management system, storage management
practices, procurement management procedures and interdepartmental collaboration on
performance of manufacturing companies. In particular, the study focused on testing the
hypotheses and answering the research questions of the study given that the observed findings of
the study proposed some considerable conclusions that all the null hypotheses were rejected
while all the alternative hypotheses were accepted.

According to the findings of the research study, it is decisive that the materials management
practices impact the performance of Walia Steel Industry positively and significantly. The
implementation of effective management of materials practices leads the manufacturing
company to attain competitive advantages including lower inventory costs in handling balanced
stocks and less obsolete stocks, better coordination between the departments activities, improved
production atmosphere, lower storage and transport costs, lower prices and better delivery
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conditions for purchased materials, greater flexibility locally and globally, the availability of
advanced technology, the achievement of better market share and on time organizational
performance in satisfying customer requirements in which all would improves the performance
of the manufacturing company.

Moreover, the study model demonstrates that there exists a positive and statistically significant
relationship between the materials management functions; inventory management, storage
management, procurement management and interdepartmental coordination and the dependent
variable the performance of Walia Steel Industry. From those materials management functions
inventory management is the best predictor of the firm’s performance relatively followed by
interdepartmental collaboration having a positive and significant influence on Walia Steel
Industry performance. The third predictor of the firm’s performance is storage management that
has a positive and significant impact on the firm’s performance while the procurement
management is relatively the least predictor of the firm’s performance with positive and
significant association.

Hence, the study concludes that effective and efficient management of materials is a genuine
instrument through which an organization can achieve significant cost saving, improvement in

production efficiency and increase in organizational performance.

5.3 Recommendations
In manufacturing companies, the management of materials is a corner stone and central concern

to accomplish the objectives of the company. The study conducted on the target company is
required to evaluate its existing materials management practices based on the main materials
management functions to make the necessary modifications in order to benefit the firm through
the attainment of significant cost saving, improved production efficiency to produce quality
products and increased in organizational performance. Based on the findings of the study, it is
necessary to forward the following suggestions.

%+ The concept of materials management is essential to Walia Steel Industry. The control of
raw materials, work-in-process and finished goods/products has maximum impact on the
success of organizational performance. Hence, the researcher recommends that greater
attention shall be paid to the application of effective materials management practices in

coordinating all departments properly.

K/

% To enhance the organizational performance with the intention of handling the materials

management practices properly in line with the global variations, the study recommends
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that there is a need of particularly employing proper procurement procedures to surpass
and assure its future in improving organizational performance.

The research finding revealed that Walia Steel Industry should maintain good level of
inventory control as it contributes a lot to the operational performance of the
organization, since an effective inventory management has an overall impact on
improving operational performance. Hence, the study recommends that the inventory
management shall arrange better inventory control system for all inventory items for
usages in order to enhance the organizational performance.

In store house of the firm finished products and defective products were stored side by
side. A visible weakness was observed clearly in storage management of the steel
industry in storing materials, work-in-process, finished goods/products and defective
products separately with proper warehouse/store layout. Hence, the study recommends
that the storage management of the steel industry shall organize proper storage
(warehouse) in order to enhance the firm’s performance.

Even though the finding of the study provides evidence for positive relationship of
interdepartmental collaboration with organizational performance there was weak
interdepartmental coordination between the firm’s procurement, inventory and storage
departments. Hence, the study recommends that the steel industry management shall
develop effective interdepartmental collaboration especially in the area of procurement,
inventory and storage managements for smooth flow of information and proper
communication between them in order for the attainment of improved organizational

performance.

5.4 Suggestion for Further Study
However, the outcomes of the research evidently add significant value to our understandings of

materials management functions, and their impact on organization performance, the research
have some limitations. Lack of previously conducted researches on this subject area as a
fundamental standpoint for new research work was a great challenge and limitation during
conducting this study. Conducting a study on only one firm and a year time duration cannot be a
representative for others. Focusing only to one manufacturing firm is also a key limitation of this
study rather than using two or more manufacturing firms. This study focuses on only one year of

study than focusing on two or more years was another critical limitation.
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The other core limitation of the study was a variable limitation in assessing only the impact of
materials management functions on the performance of a selected manufacturing company in
terms of procurement, inventory control, storage and interdepartmental collaboration practices
excluding other functions of materials management from the stand point of the selected Steel
Industry. Hence, this study might be a good basic stand point for future works on materials
management contribution to the organizational performance of manufacturing companies.
Therefore, the researcher recommended that further studies shall be carried out in the area of the
implementation of effective materials management functions on several firms than on one firm
and more than one-year surveys than a year in a wide range of study to set better generalization
as representative of other manufacturing firms and to develop in-depth understandings in

manufacturing companies of the country considering its importance to firm’s performance.

86



References
Adeyemi, S. L. and Salami, A. O. (2010). Inventory management: A Tool of Optimizing
Resources in a Manufacturing Industry. Journal of Social Science, 23(2): 135-142.
Agu, A. O., Obi-Anike, H. O., & Nnate, E. C. (2016). Effect of inventory management on
the organizational performance of the selected manufacturing firms. Singaporean Journal
of Business economics, and management Studies, 3(4).
Akindipe O. S. (2014). The Role of Raw Materials Management in Production
Operations. International Journals of Managing Value and Supply Chains. 5(3): 37-43
Anton S. (2017). Development of Materials Management System: Focus on Inventory
Replenishment System and Modeling of Costs
Arnold, J., Chapman, S. and Clive, L. (2008). Introduction to Materials Management. 6th
edition, New- Jersey: Pearson Prentice Hall.
Asmelash T. (2017). Assessment of Warehousing Practices: A Case of Finfine Furniture
Factory S.Co. Addis Ababa, Ethiopia
Baker, P. (2009). An Explanatory Framework of the Role of Inventory and Warehousing
in International Supply Chains. International Journal of Logistic Management
Banjoko, S. A. (2000). Production and Operations Management, Saban Publishers,
Lagos.
Barker, T. (1989). Essentials of materials management. McGraw Hill Book Company
Brown, C. (2008). One simple way to improve business communication. Retrieved from
http://ezinearticles.com, id=1571392

Buffa E.S. (1965). Modern Production/Operations Management. John Wiley and Sons
Inc., New York
Chandra M.S. and Ritesh C.S. (2007). Materials and Financial Management. New Age

International Limited Publisher: New Delhi

Chase, R.B., Jacobs, R.F., Aquilano, N.J., & Agarwal, N.K. (2009). Operations
management for competitive Advantage. New Delhi, Tata: McGraw Hill.

Connelly L. M. (2008). Pilot Studies. MEDSURG Nursing 17(6): 411-2

Creswell J.W. (2014). Research Design: Qualitative, Quantitative and Mixed Methods
Approaches, 4™ Edition, SAGE Publications Inc., Thousand Oaks, CA

Cross O. D. (2019). Effects of Materials Management on the Productivity of an

Organization. World Journal of Innovative Research, 6(1), 16-22

87


http://ezinearticles.com/

Datta, A. K. (2004). Materials Management Procedures, Text and Cases, 2™ edition,
Prentice-Hall of India Private Limited, New Delhi
Edoze E. (2010). Materials Management and Organizational Effectiveness: A Case of
Selected Telecommunication Firms in Delta State

Fabio D. F., Petrillo A. and Monfreda S. (2013). Operation Management. Hong Kong,
www.intechopen.com
Fessha A. (2004), “Stores Management and Materials Handling”, Addis Ababa, Ethiopia

Fitsum M. (2018). Assessment of Inventory Management Practices. Addis Ababa,
Ethiopia

Florence and Oyebamiji (2018). Materials Management and Its Effect on the
Performance of Manufacturing Sector. South Asian Journal of Social Studies and
Economics, 1(4):1-9

Gujarati D. N and Porter D. C. (2009). Basic Econometrics, 5" Edition, McGraw-
Hill/lrwin, New York

Henry K.W (2015). Factors Affecting Materials Management: A Survey of Small and
Medium-Sized Manufacturing Firms in Industrial Area Nairobi, Kenya. The Strategic
Journal of Business and Change Management, 2(69), 689 - 708

Ibegbulen, A.B. (2015). Assessment of Materials Management and Profitability of an
Organization. Journal of Policy and Development Studies, 9(3): 154-162

Jacobs, R. F., Chase, R. B. and Aquilano, N. J. (2009). Operations and Supply
Management, McGraw Hill, Boston.

James, M. U. (2012). Materials Management for Business Success. International Journal
of Economics and Management Science, 1(7), 50-56

Kalla, H. K. (2005). Integrated Internal Communications: A Multidisciplinary
Perspective. Corporate Communications: An international Journal, 10(4): 302-314.
Kibrom H. (2019). “Effect of Warehousing Practices on Organizational Performance”,
Addis Ababa, Ethiopia

Kokila R. and Ram A., (2018). An Assessment of Role of Materials Management in
Construction Projects. International Research Journal of Engineering and Technology,
5(11): 49-52

Kothari, C.R. (2004). Research Methodology: Methods and techniques. 2™ Revised
Edition, New Age International Limited Publisher: New Delhi

88



Lenders, M. (1992). Purchasing and Material Management (9" Edition), New Delhi:
Universal Book publishers.

Masudin I, Mohammed S. K., Fien Z and Dewi Sh. K. (2018). Impact of Inventory
Management and Procurement Practices on Organization’s Performance. Singaporean
Journal of Business economics, and management Studies, 6(3): 32-37

Molla K. (2017). Materials Resource Management in Some Selected Governmental
Secondary Schools of Addis Ababa City Administration

Monday, J.U. (2008). Effects of efficient materials management on performance of firms
in food beverage manufacturing industry in Nigeria. MBA Dissertation, Obafemi
Awolowo University, Nigeria.

Morgan, H.C. (2009). Inventory Management Performance. United States of America:
Alien Technology Corporation.

Neuman W. L. (2014). Social Research Methods: Qualitative and Quantitative
Approaches, 7" Edition, Pearson Education Limited, Edinburgh Gate

Ogbadu, E. E. (2009). Profitability through effective management of materials. Journal of
Economics and International Finance, 1 (4), 99-105.

Ondiek, G. O. (2012). Assessment of Materials Management in Kenyan Manufacturing
Firms. Journal of Business Studies Quarterly, 3(3), 40-49.

Rolstadas A. (1998). Enterprise performance measurement. International Journal of
Operations and Production Management, 18(2): 9-10.

Saunders M., Lewis P. and Thornhill A., (2009). Research Methods for Business
Students, 5™ Edition, Pearson Education Inc., Edinburgh Gate

Simon, P. (2018). Inventory Management and Organizational Performance. Nutrient
Solutions Limited, Lagos

Stukhart G. (2007). Materials Management Approach for small Scale Sector, 2nd Ed
Marcel Dekker Inc. New York.

Suleiman, A.B. (2010). Impact of Effective Materials Management on Profitability of an
Organization. African Journal of Social Policy and Administration: 3(1)

Taiwo, O. A., Claudius, J. A., and James, M. U. (2012). Materials Management: An
Effective Tool for Optimizing Profitability of Manufacturing Firms. Journal of Trends in
Economics and Management Science, 3(1), 25 — 30

89



Tekalign N. K. (2020). Assessing the inventory management practices, a case of
manufacturing firms in Hawassa City, Ethiopia. International Journal of Current
Research, 12(02), 388-395

Tezera D. and Yadesa D. (2017). Material Resource Utilization Practices and Challenges.
Journal of Hotel and Business Management, 6:155

Vaske J. J., Beaman J. and Sponarski C. C., (2017). Rethinking Internal Consistency in
Cronbach’s Alpha. Leisure Science, 39(2): 163-173

Wayne M. J. and Joseph J. M., (2016). Human Resource Management (14™ Edition),
Pearson Education Limited

Wenjie, Z. (2014). Materials Management of Chinese SMEs in Processing Industry.
HOGSKOLAN | GALVE

Whybark, C. D and William J. G. (1986). Materials Requirements Planning Under
Certainty. Decision Science, 7(1): 595 — 606.

Yamane T. (1967). Statistics: An Introductory Analysis, 2™ Edition, New York: Harper
and Row

90



Websites

https://www.academicjournals.org

https://www.article.sciencepublishinggroup.com

https://www.campusqguides.lib.utah.edu

https://www.pdfs.semanticscholar.org

https://www.researchgate.net/publication/329659896

https://www.sites.warnercnr.colostate.edu

https://www.statisticshowto.com

https://www.statisticssolutions.com

https://www.strategicjournals.com

91


https://www.academicjournals.org/
https://www.article.sciencepublishinggroup.com/
https://www.campusguides.lib.utah.edu/
https://www.pdfs.semanticscholar.org/
https://www.researchgate.net/publication/329659896
https://sites.warnercnr.colostate.edu/
https://www.statisticshowto.com/
https://www.statisticssolutions.com/
https://www.strategicjournals.com/

Appendix A
ADDIS ABABA UNIVERSITY

COLLEGE OF BUSINESS AND ECONOMICS

DEPARTMAENT OF BUSINESS ADMINISTRATION
Questionnaires

Dear Respondents:

This questionnaire is designed to gather pertinent information on “The Impact of Materials
Management on Organizational Performance: A Case of Walia Steel Industry PLC” as a
partial fulfillment of the requirements for the Degree of Master of Business Administration
(MBA) in Management.

The purpose of this questionnaire is to gather relevant data for the proposed study, and hence you
are kindly requested to assist the successful completion of the study by providing the necessary
information. Your voluntary participation is very important for the study and the information you
share will stay confidential and only used for the aforementioned academic purpose only, thus
not affects you in any way rather it may possibly help you in improving the materials
management practices of your company. So, your genuine, frank and timely response is vital for
the success of the study. | want to thank you in advance for your kind cooperation and dedication

of your precious time to fill this questionnaire.

Instructions: -

The researcher uses this questionnaire for the genuine information is highly decisive to the

success of this study. Therefore,

v Not need of writing your name.

v"Indicate your answer with a check mark (X) on the appropriate cell

v' With great excuse, possibly return back to timely.

v' For any challenges, explanation and suggestion please do not hesitate contact the

researcher through the following addresses:

Email: aberazer@gmail.com Phone: +251911076682

Thank You Again!
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Part I:- Respondent’s Profile

1. Gender: 1. Male 3 2. Female [
2. Age: 1.21-30 D 2.31-40 D 3.41-50 D 4. Above 50 D

3. Respondent’s Educational level:
1. Up to Diploma ] 2.BA/BSC 0 3.mMamsc [ 4. Above MA T
4. Respondent’s Work Experience
1. <5years 2. 6-10 years[_] 3. 11-15 years [ 4. 16-20 years 5. >20year{_1]

5. Respondent’s Current Position
1. Top Manager C 2. Department Manager (Head) C—J 3. Employee [T
Part 11: - Impacts of Materials Management Functions on the Firm’s Performance

The following questions are about how your organization is implementing materials management
practices in order to achieve its targeted performance objectives. The main purpose of the
instrument is to assess the influences of procurement management, inventory management,
storage (warehousing) management and the effectiveness between their interdepartmental
collaboration. To what extent do you agree with the following statements about materials
management practices in your organization, ranging from strongly disagree to strongly agree?
And put “X” mark for each.
1: Strongly Disagree, 2: Disagree, 3: Neutral, 4: Agree and 5: Strongly Agree

Agreement Scales

Variables Items 112345

Materials management functions have less impact
OP1 | on organizational performance and
competitiveness.

Materials  procurement management highly

OoP2 . L
sustains the performance of an organization.

Organizational

OP3 Organizational performance is affected highly by
Performance (OP) materials inventory control systems.

The organizational performance can be enhanced

OP4 ) .
less by materials storage (warehousing) system.

The organizational performance can be impacted

OP5 . . :
significantly by interdepartmental collaboration.

Most of the time the firm’s purchasing
management  practices affects the overall
organizational performance in profit generation
procedures.

PM1
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Procurement (purchasing) procedures highly affect

PM2 .
organizational performance.
Procurement
pv3 | The procurement system of the steel industry is
Management (PM) managed by trained and skillful personnel.
M4 Effective procurement of materials enhances the
steel industry’s productivity.
The purchasing department made a check and
PM5 | balance between the planned and the purchased
materials quantity and quality.
IML Inventory management practices enable the
industry to meet the targeted objectives.
IM2 Knowing stock at hand and expected stock
enhances firm’s growth.
Inventory M3 The firm has computerized all inventory
Management (IM) management systems.
M4 The firm paid maximum attention to those
inventories whose value is highest.
IM5 Growth of a firm is measured based on the level of
stock it has.
The storage (warehouse) management has a
SM1 | . . o oo
significant role in achieving firm’s objective.
The firm pays great attention to the storage
SM2 . .
management in order to handle items properly.
Storage of materials ensures continuity of
SM3 . ..
production and productivity.
Storage
Management (SM) sM4 Most of the time, in your firm’s warehouse, items
are placed in the correct location.
We are successful in minimizing total product
SM5 .
damage in the warehouse.
The design of the store is easy to access items, free
SM6 | from damage of items and suitable to load and

upload.
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Most of the time your firm’s store personnel
SM7 | utilizes a warehouse spaces properly at the time of
receiving.

The interdepartmental coordination between all the
IDC1 | firm’s departments plays a significant role for the
performance of the steel industry.

The entire firm’s departments perform their duties

IDC2 . . . . -
collaboratively in order to achieve its objectives.

Interdepartmental

The top management focuses particularly to the
inter-departmental coordination of the firm’s
(IDC) departments.

Collaboration IDC3

There is a use of open and positive communication

IDC4
between all the firm’s departments.

The firm’s human resource management practices

IDC5 . L
enhance good interdepartmental coordination.

Part I11: - Please Write Your Answer Briefly and Clearly for Open Questions

26. What are the overall current challenges facing your organization in materials management

practices?

27. If you have additional comments or ideas about warehouse practice of the company please

don’t hesitate to express your feeling
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Appendix B
Mukh 4Nl BLiGht

LA A% AhT"hh baE
LR AR A BTGRTmYY (hia)
mmpee
Tthild PHU mm@ umpn am.:

B mmEr QLM ARMLAtEATET PHYMUGT hEQ auatd A4 Pmmdd? maght eyt
“Prlit/ehkh ARTRRGE NEGETT A9 AR PURARLAm HRAT NPAP it ALt bt
ttmdt P WMUNG Aty TERE adek (Research) nmidet PRI dhdal miEPF
AN PrH1E ym.::

PHU mmd 9" grpRm PGt P mpW mdEPET aWanad QF Al au erst P
Nant™ Wk mmGed 1724 A&t &% Namht a8 PrmdhH amytd wed fmamt
HMAGP T 7B SR NahGPT amEePralk:: PakaP kR Hath A T5E bkt Qmym
me, aalrh PLamet mwed atyruct 9™ UF Pma fmitr "arerk etmie at lata?
a8 PESAhtR IR SRt taay PUIRRAm. ARt RSy Pfmmdd omt BRETPR
AN %t ambmm, 75 MELEE PAt antRREG andlT AR PUAETPR aThiF hte
mA-t Atmm fghRYEY OHE a™aTHAD amBak:: anlyt faGa? Ytz Namyt ab
Noe+ man mamt AVPSHE aded ahF™rt h&ET "5 aam:: m& P LRmMAY amtm By
mmed fmmeat QY ABLHS G TRRWE AN al5Ry aRGAaPt am&alk::

mmug ¥z

THE akdlm AR mmRRT MO et wme A an"meLntom ATy aded ATt
nhtd antPa? antm:: anHuye:

X/
o

WP mYE almieaPrye::

» N-tamm, Nk A2 X7 At 1MELT maaPh Rane (Puwahk)::

S NEFAPT mmy amG 00 1H mmEst Patm @S DahiGt amekalk::

S NMEITPYT  TRRPT: MALAY  hhdnTPT aAEYT PUhe-Yadl amamt Yy
atmyt THY aldlm NM"htam afdd 02TF RFan::

fah: 0911076682 mey* 0920350302 h.-".&0: aberazer@ gmail.com

279, fung1ealk!!!

o

*

*
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atTNGE A% b Aanam™YY” ddh ‘MY EATWAE Mt GWERF mhh) 097 Pun ReE
LaMWA? AaLIRYA Payuyt RAE NUX" YUant Sag: 1. I9d anammym
2. wdvymye 3. mhh) AR v 4. ah™mau
5. Nmy™ nd™wan

T Pmmee %813

U | BCEME mmdt it 112|345

1| ®idt  AdtRRG et NEGEE adqay AR dnt¥ taav
Ry

2 | mm™ Pt CTH GhtBRE PRGREE Ad9aY NDhETE BB hm@yt
A Tem PREIN::

3| mmd™ Pyt hmed antREG NEGEE fdaayt A% taad hhty
fnm,::

4 | mmA™ Pyidt yhE nt (mH™) antBeL andL PEGEE YOG
IR mYE BREIN::

5 | Nth&r mey ETCAY+ whhn fam Paka NaGh mi&&%1 @45 0406
mmyt NRCE+E Ad9ay a8 hE+E taad aom.::

n | MU adt8RE 112 (3| 4 5
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AMEmy I PELEE Pldt CTH anctRRG aTTUNG NamhaR
NEGEFE PIGE ™78 92t ad498Y" A% hE+% Taay Palda::

LY TH PR9Y hRY-thtd NRGEE Nt AR hEEE taat
wRLQ::

PEGEE PyNAtT CTH andh Daamr &% hudet 00Fm wdAAHF P md.
m,::

mm" Lt T ahtRRG PRGEE Nkt ahEmYL $RGIA::

10

PECEE PyLt T hEQ  (BTGYmYY) BReR WG BHIHE MILEE
A4t 4% Tét tmmm® mirgtmy Pumahh P Ruda::

Vit hmd adtARG

11

Pttt hmé adtARE andl MR ALY whSatdém PRamaty M
WMRRG (AR M) fhTar::

12

nmIny (798 n+) mae $amy &% wye fanty eyfdt mmy
Mmp PECEET ARt AaWYimt Batan::

13

BLEE NhVTHG BIH amdmE Pt hmat MMatBRL dndl
fnm,::

14

ELEE tagth 1] aafm et E hEtd thedt Dmamt fhmméa::

15

PRGEER AR RALE pwphm, N7YE Nt maTr om At mmt
madt NMELT m,::

It TRE Lt (mIHY) ARHRRG

16

PECEEY 9™ AMant Pyt 1PE LT antRRG Atk MY anm.::

17

AT MPEYE AmPH &G aummG BLEE QAT AntREL hED
Tk thedt Rama::

18

Pt 19E Lt antRRG PRGREERT LY AY YORETIYTY hmByt
nmaATem PREIN::

19

alHEmy TH NEGE+ 98 Nt mar oy et 9R1ET nthin®
ey i AR Reqmmp::

20

NELREE mIHY mAT Ampad Pyidt mRym PPt Nadt Nuukih
L% L Y Y B

PhEF (RTEYWAEF) AGA DGR w-HUNG
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21 | NBGEE 09 hE-T (ATGTmYHF) mhhd Pam PaGh DaGh mA00G
NEGEE Nkt hEHE "5 Lwmmiq::

22 | BLEE SA"FmTY T aMant PEREE U0V RTLrmEF (hET)
PP BLETmMY NG 6% NmB176 $himbon::

23 | PEGEE AR Ad-tRRG PEGEE U0V hET DHAG AY MmE]E
P W B ShGmyr 0P ik tiedt ARG Rada::

24 | Ny PECEE DT whhn Ma &5 APTHE (positive) BT T
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99



Appendix C
Yuunivarsiitii Finfinnee

Dipaartimantii Bulchiinsa Biizinasii
Gaafannoo
Kabajamoo Deebii Kennaa:

Gaafannoon kun Dipaartimantii Bulchiinsa Biizinasiitti ulaagaa barbaachisummaa barnoota
Digirii 2™ guutachuuf mata-duree "Adeemsi Bulchiinsa Qabeenyaa Dandeettii Raawwannaa
Dhaabbatichaa irratti Dhiibbaa inni gabu, Fakkeenyummaa Dhaabbata Industirii
Oomisha Sibiilaa Waaliyaa Itti Gaafatamummaan Isaa Murtaa’e" fudhachuun gorannoo fi
qo’annoo gaggeessuuf ragaalee barbaachisoo ta’an funaanuuf kan qophaa’e dha.

Kaayyoon gaafannoo kanaa hojii qorannoo karoorfame kana hojjechuuf ragaalee barbaachisoo
ta’an funaanuuf qofa waan ta’eef haala gaariin galma ga’umsa hojii qorannoo kanaaf ragaaleen
bilisa taatanii, iftoominaa fi dhugaadhaan kennuun deeggarsa taasistaniif hunda dursa galata
guddaan isiniif dhiyeessa. Fedhii keessaniin hirmaannaan isin taasiftan galma ga’umsa qorannoo
kanaaf baay’ee barbaachisaa waan ta’eef ragaaleen isin kennitan kaayyoo barnootaa qofaaf kan
oolu fi icciitiin isaa kan sirritti kan eegamu akkasumas tarii dhaabbatni keessaan yoo itti
fayyadame adeemsa bulchiinsa qabeenyaa irratti hir’inoota mul’atan ittiin fooyyessuuf kan
gargaaru ta’uu isaa gamanumaan isin hubachiisuun barbaada. Kanaafuu, iftoominaan,
dhugaadhaanii fi yeroodhaan deebiin isin kennitan firii gabeessummaa qorannichaatiif gahee
olaanaa qaba. Yeroo keessan qaalii ta’e wareeguun gaafannoo kana guutuudhaan deeggarsa miira
obbolummaan naaf taasistaniif duraan dursee galata olaanaa isiniif dhiyeessa.

Qajeelfama:

Qorannoo gaggeessaan gaafannoowwan kana ragaalee gabatamoo taasisuun kan itti fayyadamu
waan ta’eef firii-qabeessummaa barreeffama qorannoo kanaaf ga’ee olaanaa qabu. Kanaafuu,

Magaa keessan barreessuun isin irraa hin eegamu.
Bakka kenname irratti mallattoo “X" taasisuun deebii keessan agarsiisaa.
Hanga isiniif danda’ametti deebii keessan yeroo gabaabaa keessatti deebisuu yaalaa.
Dhimmoota isin mudatan kamiifuu, ibsa yoo isin barbaachise akkasumas yaada ijaaraa
ta’e kennuuf mamii tokko malee teessoo qoratichaa armaan gadiitiin qoraticha
argachuu dandeessu.

E-mail:- aberazer@gmail.com

Bilbila:- 0911076682/0920350302

YV VYV

Irra Deebi’uun Galatoomaa!
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Kutaa 1™2:- Haala Waliigalaa

1. Saala: 1. Dhiira ] 2. Dhalaa ]
2. Umurii:  1.21-30 C3 2.31-40C 3.41-50C3 4500 C3

3. Sadarkaa Barnootaa: 1. Hanga Dippiloomaatti ] 2. Digirii 1™ [J 3. Digirii 2™ ]
4. Digrii 2™2tii ol -

4. Muuxannoo Hojii: 1. Hanga waggaa 5°ttil__] 2. Waggaa 6-10_] 3. Waggaa 11-15]
4. Waggaa 16-20_] 5. Waggaa 20 ol[]

5. Sadarkaa Hojii amma irra jiran: 1. Hooggansa Olaanaa =1 2. Hooggansa Muummeed ]
3. Hojjetaa -

Kutaa 2™: - Ga’umsa Dhaabbatichaa irratti Dhiibbaa Bulchiinsa Qabeenyaa

Gaafannoowwan armaan gadii kun raawwii adeemsa bulchiinsa gabeenyaa isaa dhaabbatichi
haala kamiin yoo gaggeesse kaayyoo dandeettii raawwachuu karoorfate bira ga’uu akka danda’u
kan mul’isan dha. Kaayyoo olaanaan gaafannoo kanaa dhiibbaawwan bulchiinsi bittaa
meeshaalee, bulchiinsi to’annoo fi hordoffii gabeenyaa fi bulchiinsi kuusaa gabeenyaa uumuu
danda’an adda baasuu akkasumas bu’a-gabeessummaa waldeeggaranii fi walta’anii hojjechuu
muummeewwan gidduu jiru adda baasuu dha. Filannoowwan armaan gadiitti kennaman
"Gonkuma Walii Hin Galu" hanga "Sirriittin Waliigala" kan jedhan keessaa sadarkaa kamiin
waliigaltuu? Tokkoo tokkoo sadarkaa waliigaltee keessanii mallattoo "X"tiin agarsiisaa.

1. Gonkuma Walii Hin Galu 2. Walii Hin Galu 3. Giddu-galeessa
4. Nan Walii Gala 5. Sirriittin Waliigala

L Gosa Gaafannoo

A | Bu’a-Qabeessummaa Dhabbatichaa 1 (2|34 5

1 | Gochaawwan adeemsa bulchiinsa gabeenyaa ga’umsa
raawwwachuu dhabbatichaa irratti dhiibbaa gadi-aanaa gaba,

2 | Ga’umsi adeemsa bulchiinsa bittaa gabeenyaa dhabbatichaa
ga’umsaa raawwii dhabbatichaa sadarkaa olaanaadhaan akka
itti fufu taasisa.

3 | Bu’a-qabeessummaan bulchiiinsa to’annoo qabeenyaa gahumsa
raawwii dhaabbatichaa irratti dhiibbaa olaanaa ni geessisa.

4 | Hojii irra olmaan bulchiinsa kuusaa gabeenyaa bu’a-gabeessa
ta’e oomishtummaa dhaabbatichaa daraan ni dabala.

5 | Haala gaariin walgargaaranii fi walta’umsaanii hojjechuun

101




muummeewwanii dandeettii raawwachuu dhabbatichaa irratti
miidhaa olaanaa ni gqaqgabsiisa

Bulchiinsa Bittaa Meeshaalee

Yeroo baay’ee gochaan adeemsa bulchiinsa bittaa meeshaalee
dhabbatichaa haala waliigalaa bu’aa maddisiisuu isaa irratti

dhiibbaa ni fida.

Adeemsi bittaa meeshaalee ga’'umsaa fi bu’a-gabeessummaa
dhaabbatichaa irratti dhiibbaa olaanaa ni qaggabsiisa.

Adeemsi bittaa meeshaalee dhaabbatichaa hojjettoota leenji’an,
dandeettii fi ga’'umsa gabaniin hoogganama.

Bulchiinsi bittaa meeshaalee ga’umsa gabu oomishtummaa
warshichaa ni dabala.

10

Kutaan bulchiinsa bittaa meeshaalee baay’inaa fi qulqullina
meeshaalee bituuf karoorfamanii fi bitaman giddutti to’annoo fi
madaallii ni raawwata

Bulchiinsa To’annoo Meeshaalee

11

Gochaaleen bulchiinsa to’annoo meeshaalee warshichi kaayyoo
karoorfate galmaan akka ga’u ni dandeessisa.

12

Meeshaalee kuusaa keessa jiranii fi jiraachuu malan(gaban)
beekuun guddina warshiichaa ni dabala.

13

Dhaabbatichi caasaa bulchiinsa to’annoo meeshaalee waliigalaa
kompiitaraan deeggarame gaba.

14

Warshichi meeshaalee gatii (bu’aa) guddaa (olaanaa) gabaniif
xiyyeeffannoo addaa ni kenna.

15

Guddinni dhaabbatichaa bu’uura sadarkaa meeshaalee kuusaa
keessaa gabuutiin madaalama.

Bulchiinsa Kuusaa Meeshaalee

16

Bulchiinsi kuusaa meeshaalee warshichaa galma-ga’umsa
kaayyoolee dhaabbatichaa keessatti ga’ee murteessaa qaba.

17

Meeshaalee kuusaa keessaa sirriitti qabachuufii fi to’achuuf
warshiichi bulchiinsa kuusaa meeshaaleetiif xiyyeeffannoo
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addaa kenna.

18

Bulchiinsi kuusaa meeshaalee itti fufiinsa oomishaa fi
oomishtummaa dhaabbatichaa ni mirkaneessa

19

Yeroo hedduu kuusaa meeshaa dhaabbatichaa keessatti
meeshaaleen hundi iddoo sirriitti tarreeffamanii kaa’amu.

20

Miidhamuu meeshaalee waliigalaa mana kuusaa keesssatti
xigqgeessuudhaan milkaa’aa dha.

Walta’umsaan Hojjechuu Kutaalee

21

Walta’anii fi walgargaaranii hojjechuun kutaalee dhaabbatichaa
hunda gidduu jiru bu’a-gabeessummaa warshichaaf ga’ee ijoo
taphata.

22

Kaayyoo dhaabbatichaa galmaan ga’uuf kutaaleen warshichaa
hundi dalagaa isaanii walta’insaan hojjetu.

23

Bulchiinsi olaanaa dhaabbatichaa kutaaleen warshichaa hundi
walta’insaan akka hojjetan xiyyeeffannoo addaa kenna.

24

Kutaalee warshichaa hunda gidduutti haalli itti fayyadama
walitti dhufeenya ifaa fi banaa ta’e jira.

25

Bulchiinsi human namaa dhabbatichaa kutaaleen warshichaa
hundi walta’insa gaariin akka hojjetan haala ni mijeessa.

Kutaa 3™2:- Gaaffilee Armaan Gadiitiif Deebii Gabaabaa fi Ifa ta’e Kennaa

26.

Adeemsa bulchiinsa meeshaalee warshaa keessanii yeroo ammaa kanatti rakkooleen
waliigalaan mudatan maal fa’i?

27.

Adeemsa bulchiinsa meeshaalee dhaabbata keessanii irratti yaada dabalataa fi ijaaraa ta’an
yoo gabaattan mamii tokko malee akka ibsitan kabajaan ni gaafadha

103



