
i

INVENTORY MANAGEMENT OF BOTTLERS NEPAL LTD.

By

DRON KUMAR BHATTARAI

Campus Roll No: 2178/064

Shankhar Dev Campus

T.U Registration No. 7-2-39-241-2003

Submitted to:

Office of the Dean

Faculty of Management

Tribhuvan University

in the partial fulfillment of the requirements of degree of

Master’s of Business Studies (MBS)

Putalisadhak Kathmandu

May, 2012



ii

Recommendation

This is to certify that the Thesis

Submitted by:

Dron Kumar Bhhattarai

Entitled:

Inventory Management of Bottlers Nepal Ltd.

Has been prepared as approved by this Department in the prescribed format of the
Faculty of Management. This thesis is forwarded for examination.

…………………………………….

Associate Prof. Prakash Singh Pradhan

(Thesis Supervisor)

……………………………

Asso. Prof. Prakash Singh Pradhan

(Campus Chief)

.................................................

Prof. Bisheshwor Man Shrestha

(Head of Research Department)



iii

Viva-Voce Sheet

We have conducted the viva-voce of the thesis presented

By

Dron Kumar Bhhattarai

Entitled:

Inventory Management of Bottlers Nepal Ltd.

And found the thesis to be the original work of the student and written according

to the prescribed format. We recommend the thesis to be accepted as partial

fulfillment of the requirement for the

Degree of Master’s in Business studies (M.B.S.)

Viva-Voce Committee

Head, Research Department …………………………..

Member (Thesis Supervisor) …………………………..

Member (External Expert) ...…………………………



iv

DECLARATION

I, hereby, declare that the work reported in this thesis entitled “Inventory

Management of Bottlers Nepal Ltd.” submitted to office of the Dean, Faculty of

Management, Tribhuvan University, is my original work done for the partial

fulfillment of the requirement for the Masters of Business Studies (MBS) under

the supervision of Associate Prof. Prakash Singh Pradhan of Shanker Dev

Campus, Putalisadak, Kathmandu.

……………...

Dron Kumar Bhhattarai

Researcher

Roll No: 2178/064

Shanker Dev Campus

T.U. Regd. No. 7-2-39-241-2003

Date: - May, 2012



v

ACKNOWLEDGEMENT

This is an attempt to present thesis entitled “Inventory Management of

Bottlers Nepal Ltd.” prepared for partial fulfillment of the requirement for the

Degree of Master of Business Studies (MBS) is an outcome of continuous and

immeasurable cooperation and support of several hands. I would like to express

my heartfelt gratitude to all for their support.

I express my sincere honor and special sense of gratitude to my academic

supervision, Associate Prof. Prakash Singh Pradhan for their generous

guidance, thoughtful encouragement and brilliant insight throughout this research

work.

I am extremely indebted to my parents and brothers who have contributed their

valuable time and resources in making me what I am now.

I humbly acknowledge my parents Mr. Taranath Bhattarai, my senior brother

Kishor Bhattarai and Sister Usha Kafle and friends Saroj Khatiwada, Pradip

Khatiwada and Lekhraj Niraula for their continuous help and support during the

entire study period.

I am grateful to Bottlers Nepal Limited, University Central Library, Shanker Dev

Campus Library. I am indebted to the sources of inspiration of all known and

unknown authors and writers from whom; I gathered a great impetus to the

completion of this thesis.

Due thanks and appreciations go to my Teachers and all the family members who

despite many inconveniences provide me with a suitable environment throughout

the study period.

Dron Kumar Bhhattarai

Roll No: 2178/064

Shankar Dev Campus

Kathmandu, Nepal



vi

TABLE OF CONTENTS

Page No.

Recommendation i

Viva-voce Sheet ii

Declaration iii

Acknowledgement iv

Table of Contents v

List of Table viii

List of Figure ix

Abbreviation x

CHAPTER-I: INTRODUCTION 1-5

1.1 General Background of the Study 1

1.1.1 Introduction of Bottlers Nepal Limited 2

1.2 Statement of the Problem 3

1.3 Objectives of the study 4

1.4 Limitation of the Study 4

1.5 Significance of the Study 4

1.6 Organization of the Study 5

CHAPTER-II: REVIEW OF LITERATURE 6-40

2.1 Conceptual Framework 7

2.1.1 Inventory Management 7

2.1.1.1 Nature of Inventories 9

2.1.1.2 Objectives of Inventory Management 10

2.1.2 Major Functions of Inventory Management 12

2.1.2.1 Purchasing 12

2.1.2.2    Store Keeping 15

2.1.2.3 Issuing 18

2.1.2.4    Inventory Valuation 18

2.1.3    Classification of Cost 20

2.1.3.1    Acquisition Cost or Ordering Cost 20



vii

2.1.3.2    Holding cost or Carrying Cost 21

2.1.3.3    Over stock and Stock out Cost 21

2.1.4    Aspect of Inventory Management 22

2.1.5    Need to Hold Inventories 22

2.2    Technical Framework 23

2.2.1 Inventory Models 24

2.2.1.1    EOQ Model 25

2.2.1.2    Re Order point 27

2.2.1.3    Stock Level 28

2.2.1.4    Inventory Turnover 30

2.2.1.5    Selective Inventory Control: ABC Analysis 31

2.3 Inventory Valuation 32

2.3.1    Specific identification Method 33

2.3.2    First in First out Method [FIFO] 33

2.3.3    Last in First Out [LIFO] 33

2.3.4    Weighted Average Cost of Capital Method [WACC] 33

2.3.5    Inflation Price Method 34

2.3.6    Higher In First Out Method [HIFO] 34

2.3.7    Market Price Method 34

2.4    Just-In-Time Inventory (JIT) 34

2.5 Inventory and the Financial Manager 34

2.6 Review of Related studies on Inventory Management 36

2.6.1 Review of Articles/ Journals 36

2.6.2 Review of Related Thesis 38

CHAPTER-III: RESEARCH METHODOLOGY 41-48

3.1 Research Design 41

3.2 Population and Sample 42

3.3 Nature and Sources of Data 42

3.4 Data Gathering Procedures 42

3.5 Data Period Covered 42

3.6 Method of Data Analysis 42

3.6.1 Descriptive Analysis 43

3.6.2 Inventory Management Tools 43



viii

3.6.2.1 Economic Order Quantity (EOQ) 43

3.6.2.2 Inventory to Total Assets (ITA) 45

3.6.2.3    Inventory Conversion Period (ICP) 45

3.6.2.4    Payable Deferred Period (PDP) 45

3.6.2.5    Inventory Turnover ( IT) 46

3.6.2.6    Inventory to Current Assets (ICA) 46

3.6.3    Statistical Tools 46

3.6.3.1    Karl Pearson's Correlation Coefficient 47

3.6.3.2    Time series (Trend analysis) 47

CHAPTER-IV: DATA PRESENTATION AND ANALYSIS 49-82

4.1 Descriptive Analysis 49

4.1.1 Purchasing Procedure in BNL 49

4.1.1.1 Collection of purchase requisition 50

4.1.1.2 Approval of purchase requisition 51

4.1.1.3 Opening of letter of credit (LC) 51

4.1.1.4 Purchase Procedure 52

4.1.1.5 Incoming inspection 53

4.1.1.6 Goods receiving process 54

4.1.1.7 GRN preparation 55

4.1.2 Store Control Device Practice 56

4.1.2.1    Bin Card 56

4.1.2.2    Store Lodger 57

4.1.2.3    ABC Analysis 57

4.1.3   Issuing Material 57

4.2 Inventory Management Analysis 58

4.2.1 Annual Requirement, Annual Purchase of Raw Material 58

4.2.2 Relationship Between Actual Sales and Closing Stock 59

4.2.3 Relationship Between Actual Raw Material Purchase and Closing Stock 60

4.2.4 Investment in Inventories in Relation to Total Assets 62

4.2.5 Proportion of Inventory in Relation to Current Assets 63

4.2.6 Proportion of Raw Material on Total Inventory 65

4.2.7 Proportion of work in Progress (WIP) Material on Total Inventory 66

4.2.8 Proportion of Finished Goods in Total Inventory 67



ix

4.2.9 Inventory Conversion Period 69

4.2.10  Payable Deferral Period 69

4.2.11 Inventory Turnover 70

4.2.12 Trend Analysis 71

4.2.12.1   Trend Analysis of Purchase of Raw Material 71

4.1.12.2 Trend Analysis of Sales 73

4.2.12.3 Trend Analysis of Inventory 74

4.2.12.4 Trend Analysis of Raw Material Inventory 75

4.2.12.5 Trend Analysis of Work in Progress 76

4.2.12.6 Trend Analysis of Finished Goods 77

4.2.12.7 Trend Analysis of Cost of Good Sold (COGS) 78

4.2.12.8 Trend Analysis of Net Profit 79

4.3   Major Findings of the Study 80

CHAPTER-IV: SUMMARY, CONCLUSION AND RECOMMENDATION 83-87

5.1 Summary 83

5.2 Conclusion 85

5.3 Recommendations 86

BIBLIOGRAPHY 88-90

APPENDIXES 91-95



x

LIST OF TABLES

Page No.

Table: 2.1 Trial and Error Approach 26

Table: 4.1 Relationship between annual requirements and annual purchases 59

Table: 4.2 Relationship Between Actual Sales and Closing Stock 60

Table: 4.3 Relationship Between Actual Purchase and Total Closing Stock 61

Table: 4.4 Total Inventories and Total Assets 62

Table: 4.5 Inventory to total assets of Bottlers Nepal Limited (BNL) 63

Table: 4.6 Proportion of Inventory to Current Assets of BNL 64

Table: 4.7 Proportion of Raw Material on Total Inventory 65

Table: 4.8 Proportion of WIP Material on Total Inventory 66

Table: 4.9 Proportion of Finished goods on Total Inventory 68

Table: 4.10 Inventory Conversion Period of BNL 69

Table: 4.11 Payable Deferral Period of BNL 70

Table: 4.12 Inventory Turnover of BNL 71

Table: 4.13 Trend Analysis of raw material purchase 72

Table: 4.14 Trend Analysis of Sales 73

Table: 4.15 Trend Analysis of Inventory 74

Table: 2.16 Trend Analysis of Raw' Material Inventory 75

Table: 4.17 Trend Analysis of WIP 76

Table: 4.18 Trend Analysis of Finished Goods 77

Table: 4.19 Trend Analysis of Cost of Good Sold 78

Table: 4.20 Trend analysis of net profit 79



xi

LIST OF FIGURES

Page No.

Figure: 2.1 Graphic Approach 27

Figure: 4.1 Purchasing procedure of essential in BNL 50

Figure: 4.2 Approval of purchase requisition of BNL 51

Figure: 4.3 Opening of letter of credit (LC) of BNL 52

Figure: 4.4 Purchaseing Procedure of essential in BNL 53

Figure: 4.5 Incoming  inspection of BNL 54

Figure: 4.6 Goods receiving process of BNL 55

Figure: 4.7 GRN Preparation on BNL 56

Figure: 4.8 Issuing Material from store in BNL 58

Figure: 4.9 Level in Inventory and CA 65

Figure: 4.10 Level of Raw Material and Total Inventory 66

Figure: 4.11 Level of WIP and Total Inventory 67

Figure: 4.12 Level of F.G. and Total Inventory 68

Figure: 4.13 Trend analysis of Raw material Purchase 72

Figure: 4.14 Trend Analysis of Sales 73

Figure: 4.15 Trend value of Inventory 74

Figure: 4.16 Trend Analysis of Raw Material 75

Figure: 4.17 Trend Analysis of WIP 76

Figure: 4.18 Trend Analysis of Finished Goods 77

Figure: 4.19 Trend Analysis of Cost of Good Sold 78

Figure: 4.20 Trend analysis of net profit 79



xii

ABBROVIATION

A/C : Account

AD : Anon Dominic

Amt : Amount

BNL : Bottlers Nepal Limited

BS : Bikram Sambat

COGS : Cost of Good Sold

C.V. : Coefficient of Variance

EOQ : Economic Order Quantity

FIFO : First in First out

F/Y : Fiscal Year

GDP : Gross Domestic Product

ICA : Inventory to Current Assets

ICP : Inventory Conversion Period

i.e. : That is

IMF : International Monitory Fund

IT : Inventory Turnover

ITA : Inventory to Total Assets

JIT : Just-In-Time Inventory

LC : letter of credit

LIFO : Last-In First-out

Ltd : Limited

MBS : Masters in Business Studies

MDC : Munal Distribution Center



xiii

(P) : Private

PDP : Payable Deferred Period

QTY ; Quantity

R : Correlation

RM : Raw material

Rs : Rupees

SA : Simple Average

SD : Standard Deviation

S.No : Serial number

TAT : Total Assets Turnover

TU : Tribhuvan University

UAE : United Arab Emirates

USA : United States of America

VDC : Village Development Commute

VOL : Volume

WAC : Weighted Average Cost

WIP : Work in Progress

% : Percent

& : And



xiv


