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Abstract

The purpose of this research is to examine the effect of inventory management practices on
organizational performance at ethio telecom. For this particular study inventory management practices
are represented by effective inventory planning, inventory controlling, inventory recording and strategic
supplier partnership. Using Yamane (1973) formula 255 samples is determined from 687 total
population. Quantitative approach is used to analyze the primary data gathered through structured
questionnaire from 207 employees of ethio telecom supply chain management division staff. Both
descriptive and explanatory research design is used. The data was analyzed through descriptive statistics
and inferential analysis methods. The employees have agreed with the extent of operational
performance, effective inventory planning, inventory controlling, inventory recording and strategic
supplier partnership from low extent to high extent. The multiple regression analysis result indicated that
all factors except inventory recording have significant effect on operational performance. Furthermore,
49.1 percent change in operational performance is explained by effective inventory planning, inventory
controlling, inventory recording and strategic supplier partnership. Finally, the study recommends the
case company to improve employees’ ability and management’s commitment towards inventory

management practices and to invest more to reduce lead time and enhance leanness.

Key terms; effective inventory planning, inventory controlling, inventory recording, strategic supplier

partnership, operational performance
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Chapter One

1. Introduction

1.1. Background of the study

Inventory refers to the value or quantity of raw materials, supplies, works in process (WIP), and finished
goods held or stored for use as need arises. Since inventory is an idle asset, it can end-up being a
financial burden for businesses. Though inventory is associated with different financial risks many
corporates need to keep inventory to respond to anticipated customer demand and reduce lost sales.
Without inventory it is difficult to avail products when they are needed. It is also considered a viable
strategic option for future operations and procurement. That is why it is thought as a necessary evilfor
meeting customer service requirements. Particularly it becomes more problematic when inventory is

greater than the actual demand of customers and it becomes obsolete(Min, 2015).

According to Iravo & Mukopi, (2015) excess stock could result in funds being tied down, increase in
holding cost, deterioration of materials, obsolescence and theft; whiles shortage of materials can lead to
interruption of products for sales; poor customer relations and underutilized machines and equipment.

Hence, optimal inventory level is important to have smooth operation.

Between insufficient and excessive inventories is where the ideal stock stage should be. A competitive
strategy identifies the range of consumer wants that it aims to satisfy through its services and goods. The
aggressive approach focuses on one or more client segments and aims to offer services and products in
order to fulfill customers' needs. In order to prevent stock outs, maintain uninterrupted revenue, and
provide effective customer service, inventory management entails maintaining enough stock, regulating
investment in inventories by maintaining at the best level of operation while minimizing wear and tear

costs and time (Kamau & Assumpta, 2015).

In the operation process inventory management plays a significant role of planning, ordering and
scheduling of materials by overseeing the three types of inventories, i.e. raw materials; work in process
and finished goods (Garry, 2000). According toLau & Snel, (2006) inventory management is mainly
about specifying the size and placement of stocked goods. It is also important at different locations

within a facility or within multiple locations of a Supply Chain to safeguard the regular and planned
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activities of the organizations against the random disturbance of running out of materials or goods for
improved performance. These days, inventory management becomes of great concern for many supply
chains. Because, inventory management performance, is a major determinant of a company's success or

failure.

Inventory management is important to an organization's growth and survival because ineffective and
inefficient inventory management means that the organization loses customers and sales decline.
Prudent inventory management reduces depreciation, pilferage, and waste while ensuring materials are
available when needed (Ogbad, 2009). In today's competitive and dynamic market, inventory
management is critical to an organization's success. This entails lowering the cost of stock holding by
keeping just enough inventories in the right place, at the right time, and at the right cost to make the
right amount of needed products. High levels of inventory held in stock have a negative impact on the
procurement performance of the capital held, which has a negative impact on cash flow leading to

reduced efficiency, effectiveness and distorted functionality (Koin et. al. , 2014).

Inventory management has always been essential to corporate operations; there has never been a time in
history when it wasn't. Even in the past, when wood was the main source of energy, cave dwellers
required a mechanism to manage their stockpiles. But throughout time, inventory management has
undergone significant change as a result of the requirement to precisely audit goods or raw materials,

manage customers' expectations, prevent overstocking, and control supply chain overheads.

Stock control has gradually transformed into an essential enterprise resource planning (ERP) function,
powered by intelligent software and the cloud. It is getting smarter all the time, providing real-time
visibility into the supply chain, providing warehouse managers with detailed demand analytics, and

assisting manufacturers, distributors, and retailers in reducing costs and improving profits.

The goal of inventory management is to ensure sufficient inventory to maintain acceptable levels of
available demand while minimizing associated holding, administrative, and stock out costs. In the field
of inventory management, various activities such as purchasing, classification, inspection, coding, stock

keeping and stock taking are carried out (Koin et al. , 2014).

According to Mbah et al.(2019)Under excellent inventory management practices within an organization,

such that machines are optimally utilized, costs are kept low by reducing warehousing costs and
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operational efficiency since raw materials are available to ensure the firm's continuous flow of
processing activities, the result is high quality operational efficiency and overall performance. Panwar et
al. (2018) advocated for the adoption of inventory management practices because they have a direct

impact on firms’ operational performance.

Inventory management is critical to the success of a telecom operation. It is helpful to understand where
the inventory is going and where it is installed. Warehouse operations will be less complicated if
inventory is well managed. This enables the capture of complexities and intricacies surrounding

inventories as they move through the supply chain.

Companies are required to be responsive and adaptable to their clients in today's competitive
environment, which has been strengthened by the globalization phenomenon. To be competitive in the
telecommunications industry, which is characterized by an unpredictable and turbulent market with
shorter product lifecycles, it is critical to be adaptable, flexible, and follow a continuous improvement

mentality.

This study is going to be conducted in the time when state owned giant monopoly; ethio-telecom is

almost have been liberalized and in the way to be privatized.

1.2.  Statement of the problem

Inventory is a significant part of the assets for the business firms. Inventories are goods kept for current
or future sales to gain profit. It shows the largest costs accounting 20-30 percent of the total investment
in many firms. Therefore, it should be managed well to avail the right inventories at the right time to the
right place with the right amount. This implies that the operational performance of a firm is directly or

indirectly related to inventory management(Vipulesh, 2015).

Efficient and continuous improvement of operations in any organization is highly reliant on inventory
management system. In many organizations as a result of the money wrapped-up on inventory, direct
materials represent the total product cost, in which, affecting the profitability of the organization.
Organizations at times do not control their inventory holding, resulting in under stocking and causing the

organization to pause operation, that could result to the operational ineffectiveness(Mohamud, 2016).
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One of the reasons for inefficiency is the market structure that the operating company is organized.
When the market behavior is monopolistic, apparently there would be higher inefficiency in operation.
In the case of competitive market, resource allocation is pareto efficient, and welfare is maximized.
However, since monopoly output is less than the optimal output under competitive equilibrium,

monopoly output is inefficient (Cowell, 2004).

Unplanned purchase requests amounted for around 44% of total purchase order requests, according to
the ethio telecom SCM 2021 annual performance report. According to the report, 56.5 percent of
inventories are held in 23 regions of the company's warehouses for more than a year without being
moved. The overall cost of holding was expected to be in excess of 255,120,072 ETB. In addition, the
report focused on unrecorded objects discovered at various sites, which can have an impact on
procurement, warehousing operations, and asset management activities. And also it creates a challenge

to track inventories accurately and transparently across operational units.

For the past 128 years, the firm has been the exclusive telecom provider. However, it will face
competition from foreign telecom providers going forward, necessitating the development of improved
techniques to control and measure resource utilization and eliminate waste in the supply chain process.
To do so, the company cannot continue to function in the same manner as it has for many years. It is
necessary to adopt a new paradigm. To stay competitive in the future, it'll need a lean operating system,
effective resource use, and an agile mindset. As a result, it is critical to investigate whether inventory
management practices can help improve operational performance and, as a result, overall performance

of the company. This study is intended to put a foot print on the organization’s new journey.

Several studies have been conducted on inventory management practices and operational performance,
for instance, Atnafu (2018) assessed the relationship between inventory management practices and
micro and small enterprises performance. His findings revealed that higher level of inventory
management practices can lead to enhanced competitive advantage and improved organizational
performance. Nevertheless, the study focused on micro and small enterprises found in four selected
towns in Arsi zone manufacturing sector. So, the findings can’t be generalized to telecom sector. Baye
(2017)examined the effect of inventory management practices onEthiopian airlines operational
performance. The research concluded that inventory management practices impact significantly the

operational performances of the company, but the study covered operational performance concentrating
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only on time performance. Wedajo (2017) assessed the inventory management system in Ethiopian
Electric Utility. The research finding concluded that there are quite operational gaps in the company
because of poor inventory management system. However, the research assessed the inventory
management practices in EEU in general terms creating a research gap, without generating cause and
effect relationship. The researcher believed it essential to fill the studies gap that exists within the effect

of inventory management practices on operational performance of ethio telecom.

1.3. Research Question

As it is stated above, the purpose of the study is to investigate the effect of inventory management
practices on corporate operational performance at ethio telecom. So the research will try to address the

beneath basic research questions

How Inventory Planning Affects the Operational Performance of Ethio-Telecom
How Inventory Control Affects Operational Performance of Ethio-Telecom
How the Recording of Inventory Affects the Operational Performance of Ethio-Telecom

How Strategic Supplier Partnership Affects the Operational Performance of Ethio-Telecom

1.4.  Objectives of the Study
1.4.1. General Objective

To assess the effect of inventory management practices on the operational performance of ethio telecom.

1.4.2. Specific Objectives

e To investigate the effect of effective inventory planning on the operational performance of ethio-
telecom

e To evaluate the effect of inventory control on operational performance of ethio-telecom

e To examine how the recording of inventory affects the operational performance of ethio-telecom

e To assess how strategic supplier partnership affects the operational performance of ethio-telecom

1.5. Hypothesis of the Study

H1: 1Effective Inventory Planning has positive and significant effect on operational performance
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H1: 2 Inventory controlling has positive and significant effect on operational performance
H1: 3 Inventory recording has positive and significant effect on operational performance

H1: 4 Strategic supplier partnership has positive and significant effect on operational performance

1.6.  Significance of the study

Inventory is a major asset in many businesses. It helps to buffer uncertainty of supply and demand and
to avail resources when replenishment times are too longer. However, inventory is regarded as a
hindrance since it entrusted cash, it takes space and other resources to be stored. Inventory management
is important to balance the tradeoff between changeover cost and inventory holding cost. However,

inventory management is overlooked in many business firms.

Hence, it is believed that the study contributes in identifying the major hindrances of inventory
management principles and concepts in the case organization. Thereby, the findings of the studyhelp
higher level managers to develop applicable policies, procedures and rules that enhance company’s
resource utilization approach. Moreover, as far as my assessment, there are no more researches have

been conducted in the area. So, this study will help other researchers to investigate more on the topic.

1.7.  Scope of the study/Delimitation

Because of the limitation of organized data, the researcher is unable to make a longitudinal study, to
observe the implementation result of inventory management system, which can impact the credibility of

the study.

This study was limited to the internal inventory management of ethio-telecom; that will not reach out
into the other members of the supply chain network. Therefore, the study did not investigate different
external stakeholders in the supply chain in terms of inventory management practices, which may reduce

the contribution of the study.

1.8. Definition of Terms

Inventory- is all the money that the system has invested in purchasing things it intends to sell.
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Inventory Management- the science or art of maintaining stock levels of a given group of items
incurring the minimum cost consistent with other related targets and objectives set by management

(Ahmad, 2014).

Stock out- absence of items that are demanded in the market which will result in lost sales

Over stock- items kept in warehouse more than the market demand which leads to increase unnecessary

costs on the company.

Supply Chain Management- “The integration of key business processes from end-users through
original suppliers that provide products, services, and information and add value for customers and other

stakeholders” (cooper, M.C., Lambert, D.M., Pagh, & J.D., 1997)

Economic order quantity- an optimal order quantity that minimizes total inventory cost andreduces

lost sales by answering the questions of how much and when to place a replenishment order.

Material Requirements Planning- a time-phased, priority dependent inventory control and planning
system, which calculates the material requirements and schedules orders to meet changing demand while

minimizing unnecessary inventories.

Business performance- Performance is a measure of the results achieved and performance efficiency is
the ratio between effort extended and results achieved. The difference between current performance and
the theoretical performance limit is the performance improvement zone. The performance platform is the

infrastructure or devices used in the performance act (Malcom, 2005).

Operational Performance-Operational performance is a measure of how well an organization's
procedures and units are aligned to perform and achieve the firm's goal. It may also be described as all
activities carried out within an organization in order to achieve stated goals using available resources

and on time in an effective and efficient manner.

Inventory control- Inventory control is the activity, which organizes the availability of items to the
customers of the organization. It co-ordinates the purchasing, manufacturing and distribution functions

to meet the marketing needs(Mohamud, 2016)
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1.9.  Organization of the study

This paper is organized in 3 chapters. The first chapter deals with the introduction part consisting
background of the study, statements of the problem, research questions, objectives of the study,
hypothesis of the study, significances of the study, scope/delimitation of the study, Definition of terms
and organization of the study. Chapter two contains a review of the related literature. Chapter three
depicts the research design and methodology. In chapter four research findings gad analyzed. Finally,

the summary of the findings, conclusions and recommendations are posed in chapter five.
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Chapter Two

2. Literature Review

2.1. Introduction

This chapter deals with the review of literatures related to the study area. A literature review is based on
the assumption that knowledge accumulates and it is important to learn from others and build-up on
what others have done. Researchers read studies to compare replicate or criticize them for weaknesses

(Mohammed et al., 2014).

Reviews vary in scope and depth; they have to be strong enough to help the fulfillment of different
goals. For instance, to demonstrate a familiarity with a body of knowledge and establish credibility; to
know the path of prior research and how a current research project is linked to it; to integrate and
summarize what is known in an area; to learn from others and stimulate new idea; identification of
variables and to develop theoretical framework (Mohammed et al., 2014). For this particular study,

literatures are reviewed under the following sub-headings.

2.2. Theoretical Literature Review

The theoretical review assesses previous academic researches and aids in making well-thought-out sense
of the relationship between inventory management practices and the operational performance of ethio

telecom.

2.2.1. Concepts of Inventory Management

Inventory management is the process of planning what to order, how much to order, when to order, and
how much to stock so as to keep costs associated with purchasing and storing optimal while satisfying
customers demand. It can be thought that inventory management is about meeting customers’ needs

while reducing inventory costs.

Along with other production elements, inventory is a crucial component of the production of goods or
services. In many firms, inventories—including finished goods, work-in-progress, components, raw
materials, storage, spare parts, and so forth—made up 80% or more of the working capital. The art and

science of managing stock levels of a specific group of commodities at the lowest possible cost while
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still meeting other pertinent management aims and objectives is what inventory management is all about
(Lwiki, Ojera, Mugenda & Wachira, 2013). Inventory management, according to Naliaka and
Namusonge (2015), is a delicate balance between lead times for replenishment, carrying costs, asset
management, forecasting of demand and prices, physical inventory, visibility of inventory, available
space for inventory, quality management, returns, and defective goods. One of the supply chain
management techniques is inventory management, which arranges the availability of commodities to
clients from sales items through consumables and replacement parts(Tungo, 2014).A system's (or an
operation's) ability to conduct lengthy runs of operation for higher efficiency and ensure that high
inventories are ready for sale, purchase long run orders for better efficiency, and balance working capital
and cash flow all depend on this balancing act. The EOQ method, stock levels, ABC analysis, Strategic
Supplier Partnership, EDI, JIT, EPOS, bar coding, Lean inventory system, MRP, ERP, and VMI are just
a few of the methodologies used in inventory management processes. Any firm can manage inventory

using any of these techniques.

Inventory management is an important component in any organization.Because it works to reduce costs,
while increasing, the firm's returns and profits. The concept also works to ensure that customer demands
are met and fully satisfied because it operates in a way that maintains the right quantities and quality of
stocks, allowing for continuous processing. Inventory management also ensures that inventories are in
the right place and at the right time, resulting in increased efficiency in the processing and operating
sections of businesses(Chan et al., 2017). Simply put, inventory management is the process of putting
control measures in place during the ordering, storage, and utilization of resources and components
within an organization and its operational processes. It also includes the supervision and control of
quantities in the finished products at the production line in an organization. The management practices
implemented in an organization are designed to ensure that there is no shortage of supply production

units or oversupply, which leads to increased storage costs and possible component misuse.

2.2.2. Inventory Management Practices

According to Ogbadu, (2009), inventory management must be reasonable and wise in order to reduce
depreciation, pilferage, and wastages while ensuring the availability of supplies as and when needed.
This was further demonstrated by the researcher Lwiki, (2013) who stated that for the maximization of

profits and the survival of a business, which are the fundamental objectives for every firm, systematic
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and, in this case, specific performance indicators have been proven to depend on the level of inventory

management practices.

The independent variables are the variables which have their impact or influence on the dependent
variable. They help to ascertain the amount of variation that happens in the dependent variable (Kothari,
1992).The value of the dependent variable depends on the independent variables. The independent
variables will include: effective inventory planning, inventory controlling, inventory recording and
strategic supplier partnership. The dependent variable is the operational performance of ethio telecom.
The relationship between independent variables and the dependent variable is of profound importance as
it will clearly stipulate the effect of inventory management on the operational performance of Ethio

telecom.

2.2.2.1. Effective Inventory Planning

This is how a company determines how many units of stock it needs in a given period to maintain
smooth commercial operations. Planners will be able to set procurement/purchase dates and amounts
that are consistent with the plan, avoiding disruptions due to inventory shortages, if they have a sound

stock plan in place ahead of time (Dilworth and Chen, 1992).

Inventory planning is at the heart and soul of the supply chain management system; it is the strategic
component of SCM, and SCM, like any other component of management, is dependent on effective
inventory planning. We have limited resources and unlimited wants and desires, which is a common
economic fact, but we must find a balance or optimal combination with the limited resources. When the
same process is applied at the business level, it is referred to as strategic planning. Businesses require
strategic planning in order to achieve this optimal balance or combination of resources. They must keep
track of all resources, both tangible and intangible, that contribute to meeting the needs and demands of
a customer, and supply chain management is an important piece of the puzzle. As a result, developing
criteria and creating benchmarks against which performance will be measured is an important part of
supply chain management planning. Supply chains must also measure and monitor input and output
processes using various metrics and ratios to ensure that all resources are managed in an optimal way
that gives the company a competitive advantage, improves efficiency, lowers costs, and allows for the

delivery of high quality and value to end users (Ahmad, 2014).
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Inventory planning entails the systematic processing, analysis, and feedback of data to assess the
correctness and timeliness of inventory planning decisions based on critical facts such as demand
history, costing history, and stock level history. The essential elements of effective data management
contain reliable outputs that provide real-time display of system data. This will ensure that everything is
done on schedule; accurate inventory estimate and management decision (Kofi & David, 2020). This
information must be benched in order to be completed, designated, consistently captured, and accurately
measured. The best indicator of successful data management is how closely system data corresponds to
physical inventory (Razi & Tam, 2003). When physical inventory amounts do not match the on-hand
quantities displayed by the information system, according to Kofi & David (2020), inventory turnover
rate is jeopardized. This is because the information system must be able to display precise numbers for
each item, as inaccuracies might result in incorrect sales promises to consumers, things being unsold

while being in the system or incorrect procurement decisions based on inaccurate physical stock data.

2.2.2.2. Inventory Control

Inventory control refers to the rules and procedures that are used to methodically determine and govern
which items are kept in stock and in what amounts (Rushton & Baker, 2011). The amount of the
necessity, the period when additional supplies should be ordered, and the quantity that should be ordered
are all considerations that must be made for each item stocked. Inventory control refers to the
monitoring of things' storage, supply, and accessibility in order to maintain a sufficient supply while

avoiding unnecessary oversupply (Miller, 2010).

Inventory control, according to Lukumon & Abraham (2018), is the problem of validating the quantity,
value, and balance of the complete spectrum of materials held in Stock, in order to provide the correct
quantities of Materials in the Store at any one time. It aids the storekeeper or inventory controller in
determining how much was ordered (asked), how many have been used, what is left, and when to place

the next purchase so that the businesses do not run out of materials at any point in time.

Inventory control, according to Miller (2010), is the activity that arranges the availability of items to
customers. To suit marketing needs, it coordinates the purchasing, manufacturing, and distribution
processes. Similarly, Lukumon & Abraham, (2018) defines inventory control as "the process of making

materials of the correct quantity and quality available when and where they are needed, with due
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attention for storage and cost efficiency". They also believe that inventory control is the systematic
method of identifying, storing, and recording products in order to provide the necessary level of service

to the operation shops at the lowest possible cost.

Inventory control, according to Orga (2006), is the process of ensuring that the proper quality of relevant
stock is available at the right time and in the right location. Inventory control, according to Nweze
(2004), is the process of ensuring that the actual flow of inventory in an organization follows the plan.
As a result of the sustainability, inventory management can be defined as the process of ensuring that
balanced pieces of stock are maintained in an organization at the proper quantity, quality, location, and

time in order to assure organizational business continuity.

The objectives of inventory control, according to Martand (2009), are to: (i) reduce the costs of
purchasing, stocking, and issuing supplies; (ii) reduce the frequency of ordering stock items; (iii) reduce
pilferage, waste, and overstocking; (iv) minimize the investment and fluctuations in inventories while
providing prompt order filling services for customers; and (v) integrate and deploy within a company

and (viii) to keep a reserve stock of materials in case of delays in delivery.

Procurement costs, inventory carrying costs, cost of spoiling and obsolescence, cost of running out of
stock, and set-up cost are all aspects to consider in inventory control, according to Arora (2000). A good
inventory control system minimizes the possibility of production delays caused by a lack of materials,
allows a company to exercise economics in purchasing, is essential for an efficient accounting system, is
deterrent to people who might steal materials from the factory, is desirable to expedite the production of
financial statements; allows for possible increases in output; ensures quality discount, creates buffer
between input and output; ensures material scarcity in the market and prevents inventory build-up

(Carter, 2002).

High rate of order cancellations, excessive machine downtime due to material shortages, large-scale
inventories written down due to price declines, distress sales, widely varying rate of inventory losses,
large writing down at the time of physical inventory taking, continuous growing inventory qualities;
liabilities to meet delivery schedules and even production rate are all symptoms of poor inventory

control (Menon, 2006).
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2.2.2.3. Inventory Recording

Effective store management requires accurate and up-to-date store records. The basic procedures include
rapidly counting and recording after receipt or manufacturing, and whenever a store transaction occurs,
the issuing of stores should be appropriately authorized and disclose details such as the code number,
transaction quantity, and voucher reference (Mohamud, 2016). Organizations undertake it in order to
decrease stock management errors and maintain accurate and trustworthy stock records. Spot/surprise
checks, stock taking are all part of it (Brooks, 2007). Receipts are usually examined when they are
brought into the store (or either by weighing, counting or measuring). If done correctly, this establishes a
solid basis for all following operations by assuring that the quantities are correct from the start. The
storehouse personnel should check the quantities and descriptions of all issues made before they are
handed out on a regular basis. It is also usual practice to expect the recipient to inspect and sign for the
quantity received. This gives a reasonable guarantee that the quantities collected from the stores are
accurate. Spot-checking is the practice of randomly inspecting some items at irregular and unspecified

intervals. Store record could be more effective when it is supported by information system.

According to Carter & Price (2010), information and communication technology is a driving factor for
any company. An Inventory manager needs information communication technologies to succeed in his
day-to-day work. Computers are the most important ICT tools for stock control because they ensure that
user requirements are met by computing the optimal number of stock to dispatch and stock to hold. This
is accomplished by using a computer to compare inventory variables (stock levels, demand and delivery
dates). The Electronic Data Interchange (EDI) is one of the solutions that allow companies to

communicate directly without the need for human interaction.

By guaranteeing that the supplier's and customer's computers cross-examine identical information,
production plans, and stock levels, all of the firm's movements are correctly coordinated. The firm
achieves reduced lead times, paperwork, employee costs, and improved information accuracy as a result
of quick and efficient communication. Electronic Point of Sale (EPOS) is another technology used in
inventory management. Its main goal is to acquire information about goods sold through scanning.
EPOS systems also perform a variety of tasks, including sending intra- and inter-store messages,

verifying checks, charging transactions, and providing real-time sales reports. This provides information
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to purchasers, reduces the danger of obsolescence, theft, and stock deterioration, and not only helps to

improve customer service and hence the financial performance of a company (Lysons , 2012) .

2.2.2.4. Strategic Supplier Partnerships

Lysons & Gillingham (2003) described strategic partnering as a long-term relationship between
suppliers and customers based on clear, mutually agreed-upon objectives with the goal of venturing and
achieving global capability for a company. Its primary goal is for consumers and suppliers to have a
positive working relationship. Strategic supplier partnering is a concept that emerged in the 1980s as a
result of the just-in-time (JIT) inventory management system in manufacturing. According to a study by
Bicheno (2004), waste reduction, lead time condensation, product enhancement, and product simplicity

are all joint goals and objectives of JIT and strategic supplier partnerships.

Brownell (2005) found that orthodox communication is the most important aspect for a successful
strategic supplier alliance. Work in a company becomes more efficient and productive as a result of
excellent communication between customers and suppliers. As new technology emerges, as well as the
usage of various forms of electronic communication, key supplier representatives remain critical. The
company should also involve suppliers early in the design phase to reduce the number of defective and

obsolete items received.

Vendor Managed Inventory is a novel element in supplier partnerships (VMI). VMI enables the client to
obtain inventory quickly because the supplier keeps the inventory on site or nearby. In a VMI
agreement, the supplier is responsible for restocking inventories. This involves inventory counting,
shipping logistics management, and ordering. This transfer of costs from the client to the supplier is
beneficial to the customer since it allows them to lower the overall cost of the product while increasing
margins. At the end of the day, the supplier has met a significant amount of the purchaser's entire

requirements (Loughrim, 2008)

Lambert & Terrance (2001) described supplier relationship management as the process by which a
company's suppliers interact with the company. Every business must establish good relationships with
both consumers and suppliers. A corporation will form intimate ties with a small portion of its suppliers,
much like it does with customers, and manage arm-length relationships with the others. Product and

Service Agreements (PSA) are another supplier management function. Each important supplier is the
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primary decider of the conditions of their partnership with PSA (supplier and firm). For fewer major
suppliers, PSA becomes non-negotiable. As a result, supplier relationship management is in charge of
managing and defining PSAs. Long-term connections are formed when a compact central group of
suppliers forms one. For fewer major suppliers, PSA becomes non-negotiable. As a result, supplier
relationship management is in charge of managing and defining PSAs. A give-and-take situation
emerges when a compact central group of suppliers builds long-term partnerships that benefit both sides.
Enterprises, according to Kandampully (2003) no longer compete as independent entities, but rather as a

network that must be well-planned in order for the firms to obtain a competitive edge.

2.3.  Theories of Inventory Management

1.  Resource — Based View Theory

Penrose (1959)used resource-based view (RBV) theory to describe a firm as an administrative
organization and a collection of productive resources, both physical/material and human, that offers a
firm with a variety of services. As a result, a close association between the information held by human
resources and the services offered by those same human resources demonstrates that enterprises are
actual knowledge reservoirs. The RBV of the firm, according to Wernerfelt, (1984) andBarney & Jay,
(2001),focuses on the inside of the firm, its resources and capabilities, in order to explain the profit and
worth of the firm. As a result, Hoopes et al. (2003) used the theory to explain disparities in business

performance across industries.

ii.  Resource Dependence Theory

According to Harrison et al., (1997)'s resource dependence theory (RDT), corporations establish official
and orderly ties with other enterprises by seeking out ways to reduce uncertainty and allow for
dependence on other firms. As a result, businesses become interdependent and pool their resources to
create a one-of-a-kind resource bundle that is difficult to duplicate. On the same way, research by Gitau
(2016) has backed up the RDT hypothesis by demonstrating that a firm's bond with other firms allows it
to generate superior products, giving it a competitive edge and enhanced financial and operational
success. As a result, the theory demonstrates that enterprises with strategic supplier partnerships can

construct resource bundles.
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iii.

Inventory Control Theory

The basic tenet of this theory, which was developed by Arrow et al. (1958), is that organizations have a
lot of assets, and managing them becomes quite a task. There is a need for strategy in the case of large
enterprises with a vast branch network and multiple processing plants and units that require a diverse
range of assets and inventories. The technique will assist in cost reduction and optimization. Through
cost conservation measures and customer service needs, small business owners or managers can simply
borrow some ideas on inventory controls, enhance production, and reduce storage costs (Taskin &
Loderee, 2010). Inventory control theory assumes that demand is known, continuous, and constant;
costs are known and constant; shortages are not permitted; the lead time between placing and receiving

orders is zero, and replenishment time can be ignored(Chen & Simchi-Levi, 2004).

Because satisfied consumers become loyal to the brand and the business, all businesses and their
leadership strive to reduce operating costs and maximize returns while meeting and exceeding customer
needs. According toZappone (2014) having too many inventory increases operational costs like as
physical space consumption, the risk of damage, loss, theft, and spoiling, and on top of that, holding
down money in terms of stocks can lead to cash flow crises unless management brings it under control.
Inefficient and poor leadership, faulty estimation, haphazard preparation, and insufficient process and
operational attention are frequently compensated for by excess inventory. Insufficient supply not only
delays operations, but it also increases the likelihood of poor customer service. When a necessary
service is not available right away, loyal clients may become dissatisfied and abandon your company.
Companies having a high inventory ratio are more likely to perform poorly financially (Ortega & Lin,

2004)

Critics show that inventory control is all about ensuring that communication routes are efficient to allow
free flow of information between different organizational divisions and departments. However,
pronounced coordination and communication activities are impossible to achieve(Chen & Simchi-Levi,
2004).Another critic is that the costs of carrying inventory are considerable and, in most cases,
understated because direct and indirect costs are not included. Some costs, such as storage and
insurance, are also fairly straightforward to assess, while others, such as decreased flexibility,
heightened variables, and the complexities of an enterprise, are not.The theory, according toZomerdijk

& De-Vries (2004) assumes that coordination is the only important factor in dealing with inventory
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management's various difficulties. Stock returns are exceptionally low for companies with excessive
stockpiles. Firms with extremely low inventories have normal stock returns, while firms with somewhat
lower than average inventories have slightly lower than average stock returnsand can be improved
overtime. Additionally, there is a strong negative association between profitability index and cash
conversion cycle, whereas lowering inventories has a big and favorable impact on financial and

operational performance (Jackson et al., 2020)

The theory reveals the implications of inventory control inside an organization and links it to more
enhanced and efficient processing units, which has an impact on financial and operational performance.
Different inventory management strategies prescribe the appropriate quantities of inventory that a
company should store in order to avoid overstocking or under stocking and improve operational
effectiveness. As a result, the theory revealed that inventory control procedures can affect companies’
operational performance. That is the reason why one of the objectives of this study is to investigate the

effect of inventory control on the operational performance of ethio telecom.

iv.  Lean Theory

The phrase "lean theory," coined by Krafcik (1988), was further defined by Womack & Jones (1996).
The purpose of lean theory is to lower inventory system expenses. It is argued that utilizing this theory,
decisions on production, storage, and other supply chain issues can be made faster (Tempelmeier, 2011).
The concept is based on the economic order quantity model, which seeks to increase the quantity of each
ordered item as much as possible. The choice of lean theory for this study came from the necessity to
investigate how inventory management affects operational performance, thereby arguing for the
adoption of alternative methods and techniques for inventory management in businesses. As a result, the
theory emphasizes the potential for a range of operating systems to be utilized to monitor stock levels, as
well as product variances that may necessitate different treatment. The lean theory has evolved from
Just-In-Time notion. Falasca, Kros, & Nadler (2016)defined Just-In-Time as a pull-based system that
coordinates production and business activities throughout the supply chain such that particular

inventories are only made available when needed at various processing locations.

Inman & Green (2018)investigated the impact of combining lean and green techniques on operational

and environmental performance, claiming that the strategy might eliminate buffer stock and waste in the
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operational process. According to Eroglu & Hofer (2011), leanness benefits businesses since it helps
them to reduce operating costs, waste, and losses. They believed that inventory leanness is the best
control strategy since it leads to the most efficient use of resources. The theory outlines how employing
the idea can help producers enhance ordering flexibility, reduce on-site inventory, and remove inventory
carrying expenses. At the aggregate level, the empirical efficacy of the lean explanation is found in the
time and amount of adoption. In theory, however, inventory inhibits a company's ability to adapt to
fluctuations in demand. According to academic research, firms that optimize inventory using lean
techniques and systems achieve higher levels of resource utilization and customer satisfaction, which

leads to enhanced organizational growth, profitability, and market share (Po-Lynn, 2019).

One critique of lean theory is that it reduces the margin of error by eliminating excess inventory and the
buffer period that is typically used in operations. When problems develop, they have a significantly
bigger impact on output than they otherwise would. Another critique is that lean does not self-check;
while lean supports the use of facts and data to aid decision making.There is a lack of understanding
about lean's success, particularly when it comes to partner selection. Finally, lean devalues abilities;
when dealing with inefficient processes, unique skills like altering manufacturing procedures or cajoling
machines come in handy. Individuals who broke down production barriers are becoming less and less
needed as procedures improve. People are forced to reveal all of their secrets by lean(Tempelmeier,

2011)

Inventory management is a vital component of any supply chain, according to lean theory, regardless of
whether it is a product or a service provider company. Inventory management is crucial for harmonizing
demand and supply across the complete supply chain, providing for flexibility in coping with the
external and internal incidents that characterize today's unpredictable, worldwide corporate environment
(Dominguez-Perez et al., 2018). Ineffective inventory management is a major problem for developing-
country businesses, with the majority of businesses assessed failing to use even the most basic inventory
control concepts and practices. The lean principle is essential for effective inventory management,
which results in increased profitability, adaptability, flexibility, economic viability, and asset
management. It's also useful for commercial government organizations as a performance measurement
tool. The idea is effective in determining how much or how little inventory is required for an
organization's successful and efficient operations and high profits. This theory established a relationship

between Just-In-Time and the firm's operational performance.
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Order lead times cannot be calculated with any degree of accuracy due to the large reliance on imported
raw materials and parts, as well as the endemic bureaucratic delays and accompanying communication
problems the Lean theory is critical to the efficient management of Ethio telecom inventories that will

result in enhanced profitability, productivity, effectiveness and customer satisfaction.

2.4. Empirical Review

Nowadays, organizations are more concerned about inventory that provides a sustained competitive
advantage in the business environment. Changes in business environment have led to increased
importance of managing inventory. These changes are; increase in globalization, changing demographic
patterns, diversified cultures, changes in the economic variables, changes in sociology, and the flux of
technology in the global scene. The success of many organizations today is directly related to the

effective management of inventory (Olaniyan et al., 2020).

Shin et al. (2015) looked at the impact of inventory management efficiency on profitability in the
manufacturing business in the United States. Inventory management is necessary because the company
wants to ensure that its assets and stocks are well-managed, and demand forecasting is improved to
avoid accidental procurement. Inventory can be used as both stock and assets, therefore improving
demand forecasting allow an organization to save operating expenses while also increasing customer
satisfaction. When this is accomplished, a future organization plan can incorporate numerous elements
such as demand and supply, cost, and human requirements in order to reach its goal. The study looks at
the profitability of US manufacturing companies and the impact of inventory management efficiency.
The data show that a low inventory to sales ratio is associated with a high profit margin for the
company. In terms of earnings, smaller manufacturing firms benefit more from expanding inventory

efficiency techniques than larger and medium-sized manufacturing firms.

The study byOgbo & Ukpere (2014) investigated on the impact of inventory control management on the
7 up bottling company Nile, Mile, Enugu, Nigeria. A total of eighty-three respondent constitute the
sample for the study. Four hypotheses were generated and tested at 10% (that is 0.10) significant level
using descriptive statistics and non-parametric test. The result showed that inventory control
management flexibility is a significant method to achieving organizational success. Inventory control

management has been demonstrated to assist firms by facilitating material storage and retrieval,
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improving sales effectiveness, and lowering operating costs. The study also discovered a link between
operational feasibility, the usability of inventory control management in the organization's customer-
related difficulties, and cost-effective techniques used to improve the organization's return on
investment. According to the researchers, effective inventory control management is acknowledged as

one of the skills that each organization's management should develop.

At St. Martin's Hospital in Agroyesum, Amansie-West, Osei-Mensah, (2016) investigated the impact of
inventory management practices on service delivery. He discovered that inventory management
practices included the organization's activities and functions for handling stocks of finished products,
semi-finished products, and raw materials. The proper execution of these processes allows the
organization to reduce waste and expenses while increasing revenue. Selecting and installing inventory
tracking software, revising the design to enable optimum storage, creating rack location codes and
assigning distinctive identification numbers, and locking warehouse and storage zones to restrict
unlawful inventory removal or motion are all ways to improve inventory record precision. The study
used a questionnaire to collect data from 60 employees and three patients. Quantitative data was
analyzed using SPSS, and qualitative data was analyzed as well, revealing that the hospitals leveraged
strategic supplier partnerships and information technology as inventory management practices, resulting
in enhanced service delivery. The analysis concluded that the hospital's inventory management was bad
due to a lack of well-trained staff in handling inventories and improper inventory storage, which resulted

in losses.

Gitau (2016)studied the impact of inventory management practices on 48 warehousing firms in
Mombasa County using a cross-sectional descriptive census survey, and he used a correlation survey to
demonstrate the relationship between inventory management variables and operational performance.
Data was collected using a questionnaire deduced by the "drop and pick" method, as well as e-mail for
respondents who could not be reached physically. The Cronbach's alpha test was used to assess the
questionnaires' reliability. Microsoft Excel and SPSS software were used to perform the data analysis on
the computer. To determine the correlation between inventory management practices and operational
performance of Warehousing firms in Mombasa Country, the R 2, Durbin-Watson analysis, ANOVA
analysis, multi-collinearity model, and multivariate regression analysis were used. The study discovered
a significant relationship between independent variables (inventory management systems, strategic

supplier partnerships, and information communication technology) and the dependent variable
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operational performance. Inventory management systems were determined to be the most effective of
the three (3) inventory management techniques, with a significance of 0.04. This is because inventory
management systems not only reduce inventory waste but also ensure that available warehouse space is

used more efficiently.

Kamau & Kagiri (2015) investigated the influence of inventory management practices on organizational
competitiveness of Safaricom Kenya Limited. In order to survive and be effective in satisfying market
demand, a company must be aware of its supply chain management in order to improve performance
and ensure long-term survival. The goal of inventory management is to guarantee that resources are
available when and where they are needed. To ensure timely delivery and compliance with quality
standards, effective inventory management is necessary. Organizations must embrace shifting market
competitive trends in order to survive. The researchers used both descriptive and inferential statistics to
analyze the data. Inventory shrinkage, inventory investment, and inventory turnover all have an impact
on Safaricom Ltd's competitiveness, according to the report. According to the findings, inventory
management methods are critical to an organization's competitiveness. As a result, inventory
management strategies have an impact on profit maximization, customer satisfaction, market share
growth, and product quality. Safaricom's competitiveness is impacted by inventory loss, inventory
investment, and inventory turnover. Accurate forecasting (supply and demand) should be in place to
avoid carrying excess inventory that could be a danger to the company. Safaricom Ltd's management
needs to revamp its inventory management system in order to improve efficiency. Safaricom could
explore using a vendor managed inventory system to prevent stock-out situations, improve customer
service levels, and cut costs by increasing inventory turnovers, lowering safety stock levels, and

increasing supply chain transparency.

In Ethiopia so many researchers had strived to conduct the effect of inventory management practices on
operational performance. Wako (2018) assessed the inventory management practice in Hawassa textile
factory. The findings revealed that proper and effective inventory management techniques were able to
boost the company's competitive edge and improve its competitiveness. Atnafu & Balda, (2018) looked
in to inventory management practice in micro and small enterprises manufacturing sub sectors in Arsi
zone. According to the study higher levels of inventory management practice can contribute to a
competitive advantage and increased organizational performance. Furthermore, competitive advantage

has a direct and positive impact on organizational performance. Ayele & Ram (2021) investigated the
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effect of information sharing and inventory management in the supply chain practices on firms’
performance, taking empirical evidence from some selected companies of Ethiopia. The findings reveal
that information sharing and inventory management techniques have a direct and significant impact on
the company's success. Similarly, a higher information share leads to better inventory management
practices, which leads to improved company performance. The study concludes that in supply chain
procedures, information exchange has both direct and indirect effects on a firm's performance, whereas

inventory management practices have a direct effect.

Guliti (2018)assessed inventory management practices at ethio telecom Dessie branch. The researcher’s
intension was to light certain issues with inventory management procedures, and he became interested in
concepts, methodologies, and philosophies targeted at improving inventory cost control.The study
concluded that the branch is not at its inventory management practices and recommends since the goal
of every firm is to keep as little inventory as feasible while still operating. So, Ethio Telecom's Dessie
branch must preserve as little inventory as possible while still operating their business, as well as decide
how much goods it has in stock, how long it will serve him, and so on. As a result, the responsible body
should work hard to keep the organization's whole flow of resources in a safe, secure, and suitable
location. Firdu & Kassu (2020) investigated factors that affect the effectiveness of inventory
management of ethio telecom using quantitative approach with explanatory research design. The data
from the survey was analyzed using SPSS 20 software and statistical techniques such as correlation and
regression analysis, as well as hypothesis testing. The study's findings revealed that information
technology and internal inventory control have a significant positive relationship with inventory
management effectiveness, whereas procurement procedure and inventory carrying costs have a
significant negative relationship. The researcher suggested that the organization integrate ERP Supply
chain and financial modules completely. Item standardization should be implemented throughout the
organization to reduce obsolescence and overstocking. Modernizing the procurement process in order to
achieve real-time procurement and thus increase transparency in the procurement of goods. Inventory
carrying costs should be kept as low as possible because the goal of every business is to keep as little
inventory as possible while still operating. In this manner, the concerned authority should work
diligently to maintain the organization's entire flow of resources and keep them in a safe, secure, and

proper location.
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2.5. Research Gap

Most literatures reviewed focused on the variables only partly concurred from this paper’s goals. This
study will focus on the basic inventory management elements; effective inventory planning, inventory
controlling, inventory recording and strategic supplier partnership. The other difference is either there is

a time gap or study area distinction from previous literatures.
2.6. Conceptual Framework

Conceptual framework helps us to postulate or hypothesize and test certain relationships and thus

improve our understanding of the dynamics of situation. The conceptual framework for this study is

presented below

Independent Variables Dependent Variable
Figure 2. 1Conceptual framework of the study

Source; Modified from Tesfaye, (2019)
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Chapter Three

3. Research Methodology

3.1. Introduction

The methodology part deals with the methods and strategies to be used in this study. This section
encompasses the research approach, research design, data type and source, target population, sample

size, method of data collection, method of data analysis, validity and reliability.

3.2. The Research Approach

Depending on the nature of the study and the questionnaires posed, deductive research approach was
used to analyze the data. This approach is relevant when the researcher develops certain types of
hypotheses and designs a research strategy to verify the hypotheses. Quantitative research approach has
been used, since this research approach in its nature is used for statistical procedures to analyze and
develop inferences from data that’s statistical. Models such as means, standard deviations, correlations

and regressions analysis have been used.

3.3. Research Design

From different types of research designs, for this particular study, descriptive study and explanatory
studies have been used. Descriptive design has been used to elaborate and show the existing phenomena,
while explanatory research strategy has been used to show the effect of independent variables on the

dependent variable.

3.4. Data type and source

For this study, both primary and secondary data types have been used. Primary data are those which are
collected afresh and for the first time, it is thought as original in character, while secondary data are

those data already collected by someone else and passes through the analysis processes.

The source of primary data was employees of ethio-telecom. The data was collected using open ended

and close ended questionnaire and personal observations. On the other hand, the sources of secondary
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data were library books, Journals, text books, E-books, websites, working documents andannual

performance reports.
3.5. Target Population

There are two types of sampling design, census and sample survey. A complete list of all items in the
populations is termed as census. In such an inquiry when all members are covered, there is no chance
will be left and highest accuracy will be obtained. But such type of inquiry requires the highest resources
and effort, and sometimes may be impossible to cover. Whereas, sample is a representative of the
intended population, that gives an accurate picture of the population as a whole. So, sample should be

selected very cautiously.

For this study population means the entire number of employees in ethio telecom supply chain division.
The study population includes employees of both gender, various age groups and educational
qualifications, and employees at various levels of management. The data found from ethio telecom
human resources division indicated that there are 687 employees in the supply chain management

division.
3.6. Sample size

Ngechu (2004) emphasizes the significance of selecting a representative sample by creating a sampling
frame. A sample was formed by selecting the required number of subjects, respondents, elements, or
firms from the population frame. A complete list of all the cases in the population from which a sample
is drawn is the sampling frame for any probability sample (Saunders et al., 2007). A sample is a smaller
and more accessible subset of the population that adequately represents the overall group, allowing one
to provide an accurate (within acceptable limits) picture of the population as a whole in relation to the

study's specific aspects of interest.

There are several sample size determination techniques; however, for this study, the Yamane (1973)
formula has been used. This formula is concerned with using a normal approximation with a confidence

level of 95% and a limit of tolerance (error level) of 5%.

n=N/1+N (e)*
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[n] Determines the sample size.
Where n denotes the sample size
N = population

e = level of precision

n=687/1 + 687 (0.05)°

=255

A sample size of two hundred fifty five (255) out of six hundred eighty seven (687) was used. All

members of the population have been given equal chances of being selected.
3.7. Sampling Technique

Sampling is a process for gathering people, places, or things for research, as well as a way for selecting a
group of people or items from a population with characteristics that are representative of the entire
group. (Yin, 2017). The supply chain division was chosen as the sample frame for this study using the
purposive sampling technique to represent the company's overall departments. The survey
questionnaires have been administered using simple random sampling procedures based on proportional

probability sampling techniques to a sample of respondents picked from the division.
3.8. Method of Data Collection

A structured open ended and close-ended questionnaire instrument with a five point Likert scale was
used to gather the data. The close-ended questionnaire was used since they are less costly and less time
consuming than other measuring instruments. The constructs in the questionnaire is developed from the

literature review and personal experience.

The questionnaire had three parts. The first section was on demographics information of the
respondents. The second section constituted questionnaire on dependent variable and each of the

independent variables and the third part consisted open ended questions.
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Self-administered questions were used to obtain background information of respondents relevant to the
study. Participants were asked to provide information with regard to their sex, age, educational level,

and work experience.

The second part of the questionnaire is consisted of questions on the dependent variable operational
performance and on each of the independent variables of effective inventory planning, inventory
controlling, inventory recording and strategic supplier partnership. The third part of the questionnaire
was open ended questions forwarded for the employees so that they can share from their practical
experiences. The responses to each of the items were rated using a 5-point Likert scale including

strongly agree (5), agree (4), neutral (3), disagree (2), and strongly disagree (1).

3.9. Methods of Data Analysis

The data analysis activity consists of formulating data analysis goals, stating assumptions, specifying
hypotheses, selecting statistical techniques, determining significance levels and decision rules,

calculating test statistics, conducting further analyses and drawing inferences.

According to Mohammed et al.(2014) these tasks must be performed regardless of the data analysis
being conducted for a data analysis to provide useful decision information. Furthermore, these tasks are
not performed just once; they may be performed several times until the accumulated information

warrants one or more major data analysis conclusions.

According to Saunders et al. (2003) qualitative analysis should start by classifying non-standardized
qualitative data that have been collected into certain categories as a prerequisite to meaningfully analyze

it.

The quantitative data was analyzed using descriptive and inferential statistics. The Statistical Package
for Social Sciences (SPSS) has been used to analyze the results in the form of mean, percentage and

frequencies.

Frequency tables has been used to summarize the respondents profile in the form of frequency and

percentages whereas the descriptive statistics such as mean and standard deviations of employees’
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answers to inventory management and organizational performance scales have been calculated in order

to determine employees’ perceptions.

Inferential statistics are the statistical procedures that are used to reach conclusions about associations
between variables. They differ from descriptive statistics in that they are explicitly designed to test
hypotheses. Most inferential statistical procedures in social science research are derived from a general

family of statistical models called the general linear model (GLM)(Mohammed et al. 2014).

The multiple regression analysis was deployed to analyze the relationship between the dependent
variable i.e. operational performance and the independent variables; effective inventory planning,
inventory control; inventory recording and strategic supplier partnership. Therefore, the general model is

Yi=p0 + Bl xi + ¢

When Yi denotes the dependent variable operational performance, B0 is the slope, B1 is the intercept
term which measures the change in the mean value of Y per unit change in their respective independent
variables, and ¢ is the error term, xi represents the different independent variables, effective inventory

planning, inventory control; inventory recording and strategic supplier partnership.

The above model can be converted to equation in a way that suit the research question of this study.

OP= B0 + B1IP+ 2 IC+B3IR+ B4SSP+ ¢

OP= Operational performance

0= constant term or the intercept

B1= the slope which shows the change in the dependent variable as a result of a unit change in the

independent variables

IP= Effective Inventory planning

IC= Inventory control

IR= Inventory recording
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SSP= Strategic supplier partnership

€ = error term

3.10. Validity and Reliability

Validity is the most critical criterion and indicates the degree to which an instrument measures what it is
expected to measure. Validity can also be thought as utility. In other words, validity is the extent to
which differences found with a measuring instrument reflect true differences among those being

tested(Mohammed et. al., 2014).

The validity for this study has been done by reviewing different literatures and adapting others work.

Cronbach’s alpha was used to test for internal reliability of each variable used in the study. Cronbach’s

alpha values range from 0 to 1

Table3. 1Rule of Thumb of Cronbach's Alpha

Cronbach’s Alpha Internal Consistency

Cronbach’s Alpha Internal Consistency

o> 0.9 Excellent

o > 0.9 Excellent

0.9 >0 > 0.8 Good

0.9 >a > 0.8 Good

0.8 >0 >0.7 Acceptable

0.8 >0 >0.7 Acceptable

0.7 >0 >0.6 Questionable

0.7 >0, >0.6 Questionable

0.6 >0.>0.5 Poor

0.6 >0 >0.5 Poor

0.5 > o Unacceptable

0.5 > a Unacceptable

Source: Cortina (1993).
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Chapter Four

4. Data Presentation, Data Analysis and Interpretation

4.1. Introduction

The study's main objective is to examine the effect of inventory management practices on operational
performance. Therefore, the final results and the process through which the results were produced are
discussed in this chapter. Respondents' background information is also presented. Finally, statistical
methods of analysis are discussed, including descriptive, correlation, and multiple regression analyses

using the Statistical Package for Social Science (SPSS version 26.0).

The attempt was made to conduct detailed and technical investigations related to the study matter in
order to achieve the study's objective and address the key research questions. In doing so, the researcher
gathered relevant and trustworthy information from primary sources. As a result, the collected data has

been completed and analyzed.

4.2. Response Rate

The target population was 255 employees working in the supply chain division of ethio telecom. The
total responses obtained from the respondents were207. The analysis of this research is based on the

questionnaires collected.

Table 4. 1 Response Rate

Parameter Frequency Percent
Response 207 81

Non Response 46 19
Total 255 100

Source; Own computation, 2022
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4.3. Reliability Analysis

To assess reliability, the Cronbach's alpha test was used. The purpose of this test was to determine the
internal consistency of the independent variables. Cronbach (1951) defines a reliability coefficient of

0.70 as "acceptable." The chronbach’s alpha value is presented as the table below

Table 4. 2 Reliability Test

Variables No. Items Cronbach’s Alpha Result
Operational Performance 5 11
Effective Inventory Planning 6 .604
Inventory controlling 4 .663
Inventory Recording 5 731
Strategic Supplier Partnership 6 720

Source; Own computation, 2022

All variables scored are under the acceptable standard of alpha scores except effective inventory
planning which is under questionable range, as shown in the table above. The dependent variable
'operational performance' has 0.711 alpha score. Inventory recording has the highest reliability among
the independent variables, with a score of 0.731, followed by strategic supplier partnership with alpha
value 0.720. Inventory control is next, with a value of 0.663 that is within a reasonable reliability range,
since the numbers of items are greater than 3. Inventory control has the lowest score of all the factors,
but it is still within the acceptable range with a score of 0.604 since the number items are more than 3.
Because all alpha values are greater than.6, Chronbach concludes that the items under consideration

have internal consistency, which can be said satisfactory.

4.4. Descriptive Statistics

In this section, responses given for the questions related to demographic characteristics and main

questionnaire is elaborated.
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4.4.1. Descriptive Statistics for Demographic characteristics of respondents

The demographic characteristics of respondents who completed the questionnaire are described in the
table below. This session includes gender, age, education level, and experience of respondents in their

current position.

Table 4. 3 Demographic Characteristics

Gender Male 120 58
Female 87 42
Total 207 100
Age 18-25 1 0.5
26-35 14 6.8
36-45 67 323
Above 45 125 60.4
Total 207 100
Education Level  Below Diploma 0 0
Diploma 4 1.9
First degree 177 85.5
Second degree 26 12.6
PhD 0 0
Total 207 100
Experience 1-3 157 75.8
4-7 39 19.5
8-10 7 2.8
More than 10 years 4 1.9
Total 207 100

Source; Own computation, 2022
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According to the table above, of the total 207 respondents, 120 (58%) are male employees and 87 (42%)
are female employees. 125 (60.4 percent) employees are over the age of 45, 67 (32.3 percent) employees
are between the ages of 36 and 45, and 14 (6.8 percent) employees are under the age of 36 and over the

age of 25. Only one participant is under the age of 25.

The table also shows the respondents' educational level. As stated, there are no respondents with less
than a diploma and more than MA/MSc. Only 4 (1.9 percent) of employees hold a diploma; the
remaining 177 (85.5 percent) and 26 (12.6 percent) hold a first degree and an MA/MSc, respectively.

More than 75% of respondents have less than 3 years’ experience in their current position, i.e. 157
employees have less than 3 years’ experience in their current position. 39 respondents (19.5%) have
been in their current position for 4 to 7 years. 7 employees (2.8%) have 8 to 10 years of experience.

Only four people have worked in the current position for more than ten years.

4.4.2. Descriptive Statistics for Operational Performance and Inventory Management Practices

Descriptive statistics in the form of mean and standard deviation were computed from the data collected
via questionnaire from employees of the ethio telecom supply chain management division. As a result,
this descriptive analysis is used to examine the data gathered in order to determine the employees'
perceptions of inventory management practices and operational performance. The study focused on four
inventory management practices. These are; effective inventory planning, inventory controlling,
inventory recording, and strategic supplier partnerships. Under each practice, different questions were
forwarded to participants that would be responded on a scale of 1-5 with 1 being very small extent and 5
being very large extent. A mean of 1-2.5 indicates that the factor has been adapted to a little extent in the
study organization, a mean of 2.5-3.5 indicates an average extent, and a mean in a range of 3.5 and 5
indicates a high extent. A standard deviation of > 1.5 implies a significant variance in the responses

while <1 shows there was no significant variance in responses.
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Table 4. 4 Descriptive Statistics (Mean and Standard Deviation) for Operational Performance

Items of Operational Performance Mean Std. Dev.
The company is successful in deploying lean operation system and reduced 2.82 827
operation costs due to deploying inventory management practices

The company is successful in maintaining long term relationship with key 3.62 .802
suppliers as a result of applying inventory management practices

effectively

The company is successful in assuring on-time delivery of ordered 2.38 .947
materials due to effective Inventory management practices.

The company is successful in providing appropriate information about 3.01 .884
inventories for concerned bodies due to inventory management practices

The company has adopted a way of reacting to the changes in its operations 3.28 761
due to inventory management practices

Cumulative Mean 3.0 0.84

Source; own computation, 2022

The supply chain management staff's average perception of operational performance was 3.0 (SD =

0.84), as indicated in table 4.4. This shows that respondents agreed at average level regarding the

company's actual performance meets the established target criterion. The standard deviation is.84,

indicating that there are no extremes in the positive and negative score, implying that there was no

significant variance in respondents' responses, which is acceptable and operational performance, is at

moderate level.

Table 4. 5 Descriptive Statistics (Mean and Standard Deviation) for Effective Inventory Planning

Items of Effective Inventory Planning Mean Std. Dev.
There is a joint planning session with concerned bodies (suppliers and 3.15 915
users)

Inventory planning is an integral part of the organization’s strategic 3.78 769

planning
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The inventory planning is prepared considering the nature, the profit 3.61 816
impact and the supply risk of the items

The companyis able to predict the ordering, holding and storage costs of 3.21 795
items
The company is paying unnecessary carrying cost because of poor 1.79 .602

planning or unplanned purchase

The company shares actual data with suppliers for replenishment of 2.85 .632
inventories

In our organization, inventories are ordered when they are required 3.86 11
Cumulative Mean 3.17 5

Source; own computation, 2022

The cumulative mean is 3.17, with a standard deviation of 0.75. This demonstrates that the organization
has implemented effective inventory planning to manage stockpiles to an average level. There is no
more variance, as shown by the standard deviation between respondents which is at the acceptable level.
The above result revealed that inventory planning is slightly poor in the company. In addition to that the
result obtained through open ended questions, shown that management commitment lacks and lack of

trained and competent professionals are the reasons for inventory planning short-comings.

Table 4. 6Descriptive Statistics (Mean and Standard Deviation) for Inventory Controlling

Inventory Controlling Mean Std. Dev.
Inventory control systems have led to reduction of costs incurred by the 3.69 .796
organization

Most of the time inventory stock have the capability to meet the demands 3.08 835

of orders made throughout all our business lines

There are minimal cases of stock out, thereby minimum lost sales 3.20 762
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The company has definite inventory control technique 3.33 157

Our operation is flexible so that we can respond to any changes when they 3.51 .638
occur.
Cumulative Mean 3.36 .76

Source; own computation, 2022

The cumulative mean is 3.36, and the mean standard deviation is 0.76, as shown in table 4.6. This result
indicates that inventory control is practiced at an average level in Ethio telecom. The mean standard
deviation of 0.76 indicates that the individuals' responses are consistent. Overall, the inventory control is

practiced in the company moderately.

Table 4. 7 Descriptive Statistics (Mean and Standard Deviation) for Inventory Recording

Inventory Recording Mean Std. Dev.
Employees have access to critical updates and real-time information 4.13 528
The current system delivers accurate reports on the inventory stock and 4.04 .524

past demands to help you make informed decisions for future purchasing

and order
There are no more unrecorded items in the company’s warehouses 3.67 .674
The existing system help us to determine appropriate maximum and 4.14 .632

minimum inventory levels

There is accurate and up-to-date stores records 3.67 .674
The current inventory recording system eases inventory count and audit ~ 4.14 .632
Cumulative Mean 4.0 .62

Source; own computation, 2022

The mean and standard deviation of the replies supplied by employees of the ethio telecom supply chain
management division to the question on how inventory recording has been implemented in the company

are shown in Table 4.7. The result reveals a cumulative mean of 4.0, indicating that the respondents
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agreed that ethio telecom is doing a good job with inventory recording. The standard deviation for
inventory recording is 0.62, which is minimal, implying that there are no extremes in the positive and
negative score, implying that respondents responded consistently and that the fluctuation is acceptable

and inventory recording practice is solid.

Table 4. 8 Descriptive Statistics (Mean and Standard Deviation) for Strategic Supplier

Partnership

Strategic Supplier Partnership

We anticipate that our partnerships with major suppliers to last longer. 3.53 .688
We collaborate with key suppliers to improve quality of items 3.48 .660
We consider our main suppliers to be an extension of our organization. 3.56 .766
We have developed a high level of trust with our suppliers 3.39 735
There is mutual information sharing with our key suppliers 3.69 .790
There is good communication with our suppliers 3.67 1.110
Cumulative Mean 3.6 0.79

Source; own computation, 2022

The respondents' average perception of strategic supplier partnership practice in Ethio telecom was 3.6,
as shown in table 4.8. This implies that respondents agreed at high extent with the effectiveness of
strategic supplier partnership efforts. The mean standard deviation for strategic supplier partnerships
was 0.79, indicating that there was no significant difference among the participants' responses. As a

result, this fluctuation is acceptable, and the company's strategic supplier partnership process is not bad.
4.5. Inferential Analysis
4.5.1. Pearson Correlation Analysis

At ethio telecom, the study looked into the strength of the link between inventory management practices

and operational performance. The outcomes are shown in the table below.
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Table 4. 9 Correlation analysis result

opP

Planning

Control

SSPS

Inventory recording

**, Correlation is significant at the 0.01 level (2-tailed).

Pearson Correlation
Sig. (2-tailed)

N

Pearson Correlation
Sig. (2-tailed)

N

Pearson Correlation
Sig. (2-tailed)

N

Pearson Correlation
Sig. (2-tailed)

N

Pearson Correlation
Sig. (2-tailed)

N

Source; own computation, 2022

Table 4.9 shows a 0.62 correlation factor between effective inventory planning and ethio telecom's
operational performance. This strong connection is statistically significant because the P-value is 0.00,
which is less than 0.05. According to Mohamud (2016), inventory planning is important not only for
improving operations and sustaining failing enterprises, but also for improving competitiveness and

financial performance.

The study discovered a strong and modest relationship between inventory control and ethio telecom's
operational performance, as evidenced by a correlation value of 0.454 and a significance level of 0.00.

Jackson et al. (2020) propose a theory that explains the implications of inventory control inside an

39| Page

opP

207
6207
.000
207
454"
.000
207
564"
.000
207
4217
.000
207

Planning

&k

.620
.000
207
1

207
3337
.000
207
564"
.000
207
554"
.000
207

Contro
1
454"
.000
207
3337
.000

207

207
425
.000
207
591"
.000

207

SSPS
5647
.000
207
5647
.000
207
425
.000
207

207
424"
.000
207

Inventory
recording
4217
.000

207
554"
.000

207
5917
.000

207
424"
.000

207

1

207



organization and links it to more enhanced and efficient processing units, which has an impact on

financial and operational performance.

Table 4.9 shows significant positive link between ethio telecom inventory recording and operational
performance (r= 0.421**; p-value=0.00). Effective store management requires accurate and up-to-date
store records. The basic procedures include rapidly counting and recording after receipt or
manufacturing, and whenever a store transaction occurs, the issue of stores should be appropriately
authorized and disclose details such as the code number, transaction quantity, and voucher reference

(Muller, 2003; as cited by Mohamud, 2016).

The final variable, strategic supplier partnership has strong positive and significant relationship with
Ethio telecom's operational performance, with a correlation coefficient of 0.56 and a p-value of
0.00.Improved service delivery is aided by strategic supplier partnerships according to different

literatures.
The following measurement scale intervals or ranges were used to make the interpretation:

Table 4. 10 Correlation Interpretation

+/-1 Perfect

+/- 0.8-0.9 Very Strong (Positively/Negatively)
+/- 0.5-0.8 Strong (Positively/Negatively)

+/- 0.3-0.5 Moderate (Positively/Negatively)
+/- 0.1-0.3 Modest (Positively/Negatively)

+/- <0.1 Weak (Positively/Negatively)

0 No

40| Page



4.5.2. Assumptions Testing

When someone decides to use linear regression to analyze data, part of the process entails making sure
that the data they want to study can really be analyzed using linear regression. As a result, it is necessary
to do so, since linear regression can only be used if the required data "passes" four assumptions that are
required for linear regression to produce a valid result. Let's see if the following assumptions are true or
not. SPSS Statistics can be used to check assumptions, and linearity assumptions should be evaluated

first before moving on to additional assumptions.
4.5.2.1 Multi Collinearity

Table 4. 11 Multi collinearity Model
Multi Collinearity Analysis

Tolerance VIF
Effective Inventory Planning 1.806
Inventory controlling 1.651
Inventory Recording 1.973
Strategic Supplier Partnership 1.618

Source; own computation, 2022

The Tolerance values for all of the independent variables are larger than 0.1, as shown in the table
above, and the VIF values are also less than the cut-off value of 10. If the VIF values of the independent
variables exceed 10, it is suggested that more research be done (Robert, 2006). Multicollinearity is not a

concern in this scenario, as indicated by the Tolerance and VIF values.
4.5.2.2. Test of Normality (Skewness and the kurtosis Test)

One way of measuring the normality of distribution is through checking the level of skewness and

kurtosis. Usually the value of skewness and kurtosis for normal distribution is varied from 1 to -1.
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Table 4. 12 Skewness and kurtosis

Skewness Kurtosis

Statistic Statistic
Operational Performance -.205 .169 1.201 337
Effective Inventory Planning -1.359 169 -1.385 337
Inventory controlling 244 169 -.343 337
Inventory Recording -.561 169 -.333 337
Strategic Supplier Partnership -.523 169 -.273 337

Source; own computation, 2022

All independent variables are within the permissible range of normality (-1 to +1) except effective
inventory planning becomes out in both skewness and kurtosis very slightly. The dependent variable
operational performance deviates in kurtosis very slightlyfrom the acceptable interval. But it is possible
since the deviation is very insignificant. All the rest variables' skewness and kurtosis was within the

acceptable range of normalcy. The normality assumptions are met, thus we can draw a conclusion.

The normality assumption is based on the shape of the normal distribution and informs the researcher
about the expected values. It is possible to generate predictions for a fresh sample once the sampling
distribution of the mean is known. The histogram with normal distribution from the SPSS software is

shown below.
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Figure 4. 1Histigram

Histogram
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The dependent variable is defined as a linear function of the predictor (independent) variables by
linearity. When the relationship between the dependent and independent variables is linear, multiple
regression can be used to effectively estimate the relationship (Kothari, 1992). The normal P-plot with

normal distribution from the SPSS software is shown below.
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Figure 4. 2Normal P-P Plot of Regression Standardized Residual
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Multiple regressions assume that variables have normal distributions. This means that errors are

normally distributed, and that a plot of the values of the residuals will approximate a normal curve.
4.5.2.3. Linearity Test

Both normality and linearity are important assumptions of multivariate analysis and thus should be
fulfilled (Hair and Anderson, 2010). Because of correlation, regression, and other elements of the
General Linear Model (GLM) presuppose linearity, a test for linearity is required. The research looks for
patterns in scatter plots of inventory management practices (effective inventory planning, inventory
controlling, inventory recording, and strategic supplier partnership) versus organizational performance
to see if they have a linear relationship and if the assumptions have been met. The scatter plot in the
figure below shows a linear link between the characteristics of inventory management practices and

operational performance.
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Figure 4. 3Scatter Plot
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When the standard deviations of the residual surpass the standard deviations of the dependent, this is an
indicator of likely linearity in regression. As can be seen in the residual statistics table below, the
standard deviation of the residual is greater than the standard deviation of the dependent variable
(operational performance). As a result, inventory management variables and operational performance

have a linear relationship.

Table 4. 13 Residual Statistics

Residuals Statistics®

Minimum  Maximum Mean Std. Deviation N
Predicted Value 2.3919 4.1670 3.5266 41797 207
Residual -.73420 91806 .00000 42549 207
Std. Predicted Value -2.715 1.532 .000 1.000 207
Std. Residual -1.709 2.137 .000 .990 207
a Dependent Variable: Operation Performance

Source; own computation
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4.6. Multiple Regression Analysis

Multiple regression analysis is a statistical method for examining the relationship between numerous
independent variables and a single dependent variable. The goal of multiple regression analysis is to
predict the value of a single dependent variable by using known independent variables. Each predictor
value is weighed, with the weights indicating how much of an impact it has on the overall forecast.
Multiple regression analysis is selected because it can be used to determine the strength of the
association between an outcome variable (the dependent variable) and various predictor variables, as
well as the relative value of each predictor. Before discussing the result, coefficient value, R?, F-Stat,

Beta and T-Stat are described briefly.

Coefficient value: It depicts if the variables have a negative or positive impact. If the coefficient value
is positive, it means that the independent variable has a positive effect on the dependent variable. If the

sign is negative, it denotes a negative effect.

Constant- The intercept is essentially the constant. As a result, the value of the constant cannot be
ignored, yet it has no direct or indirect impact on the outcome. It simply shows that even if the

independent variable has no value, the dependent variable will have some value.
R’- explains the variation in dependent variable because of independent variable(s) in model
F-Stat- predicts the model fitness of regression. It compares the joint effect of all the variables together.

Beta- beta-value indicates that with one unit change in independent variable the beta units will change in

the dependent variable.

T-stat- is used in a t-test to determine if you should support or reject the null hypothesis. If the values

are significant you accept the alternate hypothesis.
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Table 4. 14 Model summaryb

Change Statistics

Sig. F RA&iNui
R Adjusted Std. Error of the

Squar R Estimate R F df df2

Change

e Square Square  Chan 1

Change ge

1 701 491 481 43 491 48.73 4 202 .000 1.141

a. Predictors: (Constant), Effective inventory planning, Inventory controlling, Inventory recording,
Strategic supplier partnership

b. Dependent Variable: Operational Performance

Source; own computation, 2022

The table 4.14shows the variation of variables used in the analysis. R-square which is the coefficient of
determinant tells that how much variation is taking place in dependent variable (organizational
performance) due to independent variables (effective inventory planning, inventory controlling,
inventory recording and strategic supplier partnership). According to the table, R square value is 0.491,
which means 49.1 percent of change in operational performance is taking place due to effective

inventory planning, inventory controlling, inventory recording and strategic supplier partnership.
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Table 4. 15 ANOVA?® (Analysis of variance)

Sum Mean Square F
Squares
Regression  35.989 4 8.997 48.731 .000
Residual 37.295 202 185
! Total 73.284 206

a. Dependent Variable: Operational Performance
b. Predictors: (Constant), Strategic supplier partnership, Inventory Recording, Inventory controlling,

Effective inventory planning

According to Saunders (2012) if the F ratio is large and probability is less than 0.05 then it is termed
statistically significant. Thus, as shown in the table 4.15the F-statistics for each independent variable is
48.73 that is more than 4, this indicates that the model is overall good fit and significant at P< 0.05.

Therefore, it can be concluded that the model is statistically significant.

The analysis of variance (ANOVA) was used to see if the mean of one dependent variable differed
significantly across categories of other independent variables. The outcome of the significance test for R
and R? using an F-statistic was presented in the ANOVA table. Because the test result is significant,
with a P-value less than 0.01, the R” is considerably different from zero, indicating that there is a
relationship between the independent variables (factors) and the dependent variable (operational

performance) (Field, 2006).
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Table 4. 16 Regression Coefficients®

Unstandardized Standardize Collinearity

d
Coefficients ig. Statistics

Coefficients Tolerance . VIF

(Constant) -414 307 21350 .179
Effective Inventory .656 .100 442 6.554  .000 554 1.80
planning 6
Inventory controlling .284 .074 247 3.833  .000 .606 1.65
1
Inventory recording  -.094 .093 -.071 -1.005 316 .507 1.97
3
! Strategic supplier .237 .063 239 3.740  .000 .618 1.61
partnership 8

a. Dependent Variable : Organizational performance

Source; own computation, 2022

Based on table 4.16 the regression coefficients result, we can put the regression equation‘’OP= B0 +

B1EIP+ B2 IC+B3IR+ B4SSP+ ¢’ as
OP =-0.414 + .656EIP + .284I1C +-.0941IR + .237SSP
A. Standardized Beta Coefficient

Because they are always assessed in standard deviation and are not dependent on the unit of
measurement of the variables, standardized beta coefficients are also known as relative relevance
weights and can be used to compare scores like Z-scores (Field, 2006). The proportionate contribution
of each predictor to R* after adjusting for the effects of inter-correlations among predictors are known as
relative significance weights (Lorenzo-Seva et al., 2010). This strategy is advised when the researcher

wants to see how much each predictor variable contributes to the dependent variable (Johnson, 2004).
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Depending on the table above we can observe that the contribution of effective inventory planning,
inventory controlling and strategic supplier partnership was 44.2 percent, 24.7 percent and 23.9 percent
respectively for the variation observed in dependent variable (operational performance). The highest
from the given independent variables is effective inventory planning according to the responses
collected from employees. The second most important factor is inventory controlling followed by

strategic supplier partnership.

B. Unstandardized Beta Coefficient

The unstandardized beta coefficients tell us about the relationships between the dependent and
independent variables. The association between the predictor and the outcome is positive if the value is
positive. A negative coefficient indicates that there is a negative association (Field, 2006). According to
Pedhazur (1997), a weight coefficient tells us how much of a change in the criterion variable (in this
case, operational performance) we can expect from a one-unit change in the predictor variables
(effective inventory planning, inventory controlling, inventory recording, and strategic supplier
partnership), while keeping all other predictor variables constant. That is, provided all other things
remain constant, according the table above as the company's inventory planning effectiveness grows by

one unit, operational performance increases by 0.656 units.

4.7. Hypothesis Testing

Hypothesis 1

HI: 1 Effective Inventory Planning has positive and significant effect on operational performance

Ho: 1 Effective Inventory Planning has no effect on operational performance

As shown in the table 4.16 the result indicated that effective inventory planning has very significant and
positive effect on operational performance with B=0.656 at p < 0.05. This implies that when inventory
planning effectiveness increases by 1 unit operational performance will increase by 0.656. Therefore, the
alternative hypothesis is accepted and the null hypothesis is rejected. So, it can be concluded that
effective inventory planning has a significant and strong effect on operational performance. This finding

is consistent with the study by Ouma & Mwangangi (2018) Demand forecasting consistency, production
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planning, and reduced lead times all contribute to optimum stock levels, which boosts the company's
success. He went on to say that inventory planning had an impact on a company's operational

performance.

Hypothesis 2

HI: 2 Inventory controlling has positive and significant effect on operational performance

Hpy: 2 Inventory controlling has no effect on operational performance

As shown in the table 4.16 the result indicated that inventory controlling has very significant and
positive effect on operational performance with B=0.284 at p < 0.05. This implies that when inventory
controlling increases by 1 percent operational performance will increase by 28.4 percent. Therefore, we
reject the null hypothesis and accept the alternative hypothesis that inventory controlling significantly

affects operational performance.

Hypothesis 3

H1: 3 Inventory recording has an effect on operational performance

Ho: 3 Inventory recording has no effect on operational performance

Table 4.16 depicts that inventory recording has slightly negative and insignificant effect on operational
performance with beta value equals -.091 and p > 0.05. Thus, the hypothesis is rejected. The reason
could be because Inventory recording is mainly intertwined in most of the inventory management
practices (inventory planning and inventory controlling) which have been adopted by business firms.
Though inventory recording has insignificant and slightly negative relationship with operational
performance it was highly embraced by employees of ethio telecom supply chain division having a
cumulative mean of 4.0 which is the highest from all other independent variables. This further implies
that having strong inventory recording system solely is guarantee for better performance, rather,
enhancing the awareness level throughout users, strong follow up and continuous update will make a

difference.
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Hypothesis 4
HI: 4 Strategic supplier partnerships has effect on operational performance
Hy: 4 Strategic supplier partnerships has no effect on operational performance

According to table 4.16 the coefficient beta and p-value of strategic supplier partnership has positive and
significant effect with b= .237 and p< 0.05. Thus, this implies that a one percent increase in strategic
supplier partnership will increase 23.7 percent increase in operational performance. This finding
supported the study by Marthe (2021) that concludes the company should collaborate with suppliers to
prepare for inventory replenishment, and there should be a strategic partnership between suppliers and
clients, with collaborative planning meetings where the customers' and suppliers' delivery schedules are
discussed, synchronized, and agreed upon. Work becomes more efficient and productive as a result of
excellent communication between customers and providers. Furthermore, Tesfaye (2019) argue that
stringent supplier assessment and ongoing monitoring of suppliers' performance, rather than just creating
connections with suppliers, is the most important aspect in ensuring excellent organizational
performance.The findings show that rather than being treated as a one-time transaction (or arm's length
relationship), supplier assessment should be done in the context of creating strategic long-term supplier

partnerships.
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Chapter Five

5. Summary of key Findings Conclusion and Recommendation

5.1. Introduction

This chapter gives the summary, conclusions, recommendations made based on findings, limitation of
the study and the suggestions for further studies. The intension of this study was to evaluate the effect of
inventory management practices on operational performance of ethio telecom. To meet the study's goal,
relevant literatures were investigated, and quantitative data was gathered via a questionnaire filled out
by employees. The statistical program for social science (SPSS 26.0) version was used to display,
analyze, interpret, and discuss the data acquired through the questionnaire. Based on the analysis the

following conclusions were made and recommendations forwarded.

5.2. Summary of Findings

The research study was sub-divided in to three segments on questionnaire; the first part consists
demographic information of respondents, the second part entails closed ended questionnaire related to
the dependent variable ‘operational performance’ and independent variables ‘effective inventory
planning, inventory controlling, inventory recording and strategic supplier partnership’. The last section

was open ended questions that the respondent shares relevant ideas from his practical experiences.

The average perception of operational performance among supply chain management professionals was
3.0, with a standard deviation of 0.84. This indicates that respondents are nuetral about whether the
company's actual performance fulfills the specified benchmark. The lowest mean was found for lean

operation and lead time among the questions asked.

The results of the investigation revealed that each of the inventory management practices was embraced
from highest to a moderate degree. Inventory recording, with a cumulative mean of 4.0, was the most
popular inventory management activity by the employees, followed by strategic supplier partnerships,
with a cumulative mean of 3.6. 3.36 and 3.17, respectively, are the cumulative means for inventory

control and inventory recording.
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Using a multiple regression model, the collected data was used to regress inventory management
practices against operational performance of the case company. The analysis revealed that a significant
relationship between the dependent variable and independent variables with probability value p=0.00.
Out of all independent variables inventory recording was negatively related to operational performance
while, Effective inventory planning, inventory controlling and strategic supplier partnership were

significantly related to operational performance.

Inventory management practices were regressed against overall operational performance R* value was
found to be 0.491. Which means that, the variation in inventory management practices (effective
inventory planning, inventory controlling, inventory recording and strategic supplier partnership) can

explain 49.1 % of the variation in operational performance.
5.3. Conclusions
The main themes of the findings are stated below

v' The mean score of operational performance(3.0), effective inventory planning (3.17), inventory
controlling (3.36), inventory recording (4) and strategic supplier partnership (3.6) was computed
from the data collected from employees. This indicates that in most of the inventory management
practices in the case company, employees agreed to the average level.

v' Items in the operational performance and effective inventory panning are critical since most
respondents are neutral and some disagree with.

v' The Pearson correlation result show that there is significant and positive relationship between
inventory management practices (inventory panning, inventory controlling, inventory recording and
strategic supplier partnership) and operational performance. According to the result, the highest
correlation is with inventory planning (= 0.62, p < 0.05) followed by, strategic supplier
partnership(r= 0.564, p < 0.05).

v" The regression result shows that effective inventory planning has very significant and positive effect
on operational performance with B=0.656 at p < 0.05. Thus, hypothesis 1 (H1): effective inventory

planning has a significant effect on operational performance is supported and accepted.
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The regression result shows when inventory controlling increases by 1 percent operational
performance will increase by 28.4 percent. Therefore, we reject the null hypothesis and accept the
alternative hypothesis that inventory controlling affects operational performance.

As per the regression result inventory recording has a slightly negative and insignificant effect on
operational performance with beta value equals -.094 and p > 0.05. Therefore, the hypothesis that
inventory recording has positive and significant effect on operational performance has been rejected.
The coefficient beta and p-value of strategic supplier partnership has positive and significant effect
with b= .237 and p < 0.05. Thus, the hypothesis ‘strategic supplier partnership has positive and
significant effect on operational performance’ has been accepted.

The overall, results revealed that all independent variables accounted for 49.1% of the variance in
organizational performance (R*= 0.491). Thus, 49.1% of the variation in operational performance
can be explained by the four inventory management practices and other unexplored factors may limit

operational performance which accounts for about 51.9%.

5.4. Recommendations

Depending on the findings of the study and conclusions posed, the following recommendations are

forwarded.

Ethio telecom should pay close attention to inventory planning because inventory planning is
important for maintaining a lean operation while also responding quickly to customer requests.
Furthermore, effective inventory planning enables the company to meet its strategic objectives, such
as cost optimization and building agile supply chain. Hence, the company should not only plan
inventory to improve operations, but also to improve competitiveness and financial performance.

The company should improve its inventory control system, which will aid in cost savings, fewer
stock outs, and fewer lost sales. Furthermore, the company should implement a flexible operation
that will allow it to respond quickly to any changes that occur.

The company should use the existing ERP system thoroughly to maintain accurate and reliable
stock records and to prevent stock management faults

Strategic supplier partnership has the second highest mean of 3.6, which suggests that the company
should adopt strategic relationship with its suppliers through creating long lasting partnership with

suppliers, collaborating on quality improvement, considering key suppliers as an extension of the
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company and building enhanced communication platforms with major suppliers, so that it can
minimize supply uncertainty which resulted in demand and supply mismatch.

e According to the findings, employees' abilities should be improved on a regular basis and
management must take a firm stance in order to implement inventory management practices at the

required level.
5.5. Limitation and Suggestions for Future Studies

The following are some of the study's limitations: To begin with, the number of independent variables
listed in this study is not restricted to four. As a result, more variables might be used to measure and
assess the impact of inventory management practices on operational performance. Future studies should
consider more dimensions of inventory management that were not considered in this study in order to
benefit from a comprehensive assessment of the factors that truly affect the performance of firms'

operational performance.

The other important limitation is the fact that the study was conducted purely from the reposes obtained
from the employees of ethio telecom supply chain division. Since the questions were subjective, it
would be exposed to biasedness. The future researchers should consider it by using objective measures
by collecting and analyzing secondary data. It is also better to make comparative study rather than

focusing on a single company.
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Annex
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School of commerce

Logistics and Supply chain management
Questionnaire on

The Effect of Inventory Management Practices on Corporates Operational Performance: The case

of ethio-telecom

Dear Sir/Madam, my name is Mubarek Abdulkadir I have been studying MA in logistics and supply
chain management at AAU school of commerce. The questionnaire has been structured with the
intention to collect data on a research study °° The Effect of Inventory Management on Corporate
Operational Performance; The Case of Ethio Telecom’’. The collected data will be confidential and
will be used only for academic purpose to analyze the effect of inventory management on organizational
performance and forward recommendations based on the findings. Would you please take 15 up to 20

min to fill the questionnaire?

For any clarification please call 0911520176 or

E-mail- mubarekabdu

Thank You in advance
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PART ONE: Demographic Information

1. Age; 0J18-25 [026-35 [036-45 [ above 45

2. Sex; Omale Ofemale

3. Educational Level; [Below college diploma [College Diploma [OFirst Degree (Bsc,BA)

LSecond Degree (Msc, MA) [IPhD and Above

4. Current Position;

5. Service year in the current position; [11-3 year [14-7 year [18-10 years [JAbove 10 years

PART TWO: Questions

Performance

Related to Inventory Management Practices and Operational

Please indicate your choice checking (V') on the appropriate box. Where 1 =Strongly Disagree, 2 =

Disagree, 3=Neutral, 4 = Agree, 5= Strongly Agree

No | Measurement Score
I. | Corporate Operational Performance I 12 |3 |4
1 The company is successful in deploying lean operation system and reduced
operation costs due to deploying inventory management practices
2 The company is successful in maintaining long term relationship with key
suppliers as a result of applying inventory management practices effectively
3 The company is successful in assuring on-time delivery of ordered materials
due to effective Inventory management practices.
4 | The company is successful in providing appropriate information about
inventories for concerned bodies due to inventory management practices
5 The company has adopted a way of reacting to the changes in its operations
due to inventory management practices
II. | Effective Inventory planning 1 12 (3 |4
1. | There is a joint planning session with concerned bodies (suppliers and users)
2. | Inventory planning is an integral part of the organization’s strategic planning
3. | The inventory planning is prepared considering the nature, the profit impact
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and the supply risk of the items

4. | We are able to predict the ordering, holding and storage costs of items

5. | The company is paying unnecessary carrying cost because of poor planning
or unplanned purchase

6 | The company shares actual data with suppliers for replenishment of
inventories

7 | In our organization, inventories are ordered when they are required

III. | Inventory Controlling

1 Inventory control systems have led to reduction of costs incurred by the
organization

2 | Most of the time inventory stock have the capability to meet the demands of
orders made throughout all our business lines

3 There are minimal cases of stock out, thereby minimum lost sales

4 | The company has definite inventory control technique

5 | Our operation is flexible so that we can respond to any changes when they
occur.

IV. | Inventory Recording

1 Systems are able to share data seamlessly across departments

2 Employees have access to critical updates and real-time information

3 The current system delivers accurate reports on the inventory stock and past
demands to help you make informed decisions for future purchasing and
order

4 | There are no more unrecorded items in the company’s warehouses

5 The existing system help us to determine appropriate maximum and
minimum inventory levels

6 | There is accurate and up-to-date stores records

7 | The current inventory recording system eases inventory count and audit

V. | Strategic Supplier Partnership

1 We anticipate that our partnerships with major suppliers to last longer.

2 | We collaborate with key suppliers to improve quality of items
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3 We consider our main suppliers to be an extension of our organization.

4 | We have developed a high level of trust with our suppliers

5 There is mutual information sharing with our key suppliers

6 | There is good communication with our suppliers

PART -THREE- Open Ended Questions
Please give a very brief answers for the below questions

1. How do you evaluate the leanness of inventory management practices in the company?

2. What are the major challenges to deploy inventory management practices in the company?

Thank You For your time
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