
i

INVENTORY MANAGEMENT OF J. K SOAP
AND CHEMICALS INDUSTRIES PVT. LTD.

By:

Dhruba Prasad Pokhrel
Mahendra Multiple Campus, Nepalgunj

T.U. Regd. No.: 7-1-55-674-2000

MBS Exam Roll No.: 550062

A
Thesis

Submitted to:
Office of the Dean

Faculty of Management
Tribhuvan University

Kirtipur

In partial fulfillment of the requirements for the degree of
Master of Business Studies (MBS)

Nepalgunj
May, 2011



ii

 081-520278
Fax No.- 081-525578

TRIBHUVAN UNIVERSITY
FACULTY OF MANAGEMENT

Mahendra Multiple Campus
Nepalgunj

Ref……….

RECOMMENDATIONS

This is to certify that the thesis:

SUBMITTED BY

Dhruba Prasad Pokhrel

ENTITLED
Inventory Management of J. K Soap and Chemicals

Industries Pvt. Ltd.

has been prepared as approved by this Department in the prescribed format of

Faculty of Management. This thesis is forwarded for examination.

_______________________ _________________
Mr. Ashok Kumar Basnet (Lecturer) Mr. Chakra Bahadur Bom
(Thesis Supervisor) (Head of Research Department)

________________
Mr. Laxman Pokhrel

(Assistant Campus Chief)

Date: ……………….



iii

 081-520278
Fax No. 081-525578

TRIBHUVAN UNIVERSITY
FACULTY OF MANAGEMENT

Mahendra Multiple Campus
Nepalgunj

Ref………. Date:………….….

VIVA- VOCE SHEET

We have conducted the viva-voce examination of the thesis presented by

Dhruba Prasad Pokhrel

ENTITLED
Inventory Management of J. K Soap and Chemicals

Industries Pvt. Ltd.

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

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

the requirement for Master of Business Studies (MBS)

VIVA-VOCE COMMITTEE

Chairman of Research Department ……………………………………………..

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

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

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

Date: - ………………………………..



iv

DECLARATION

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

Management of J. K Soap and Chemicals Industries Pvt. Ltd. submitted to

Office of Dean, Faculty of Management, Tribhuvan University is my original work

done in the form of partial fulfillment of the requirement of Master's Degree in

Business Studies (M.B.S.) under the guidance and supervision of Mr. Ashok Kumar

Basnet, (Lecturer) of Mahendra Multiple Campus, Nepalgunj.

…..………....………
Dhruba Prasad Pokhrel

T.U. Regd. No.: 7-1-55-674-2000

Exam Roll No.: 550062

Mahendra Multiple Campus
Nepalgunj, Banke



v

ACKNOWLEDGEMENTS

This thesis has been as a partial requirement for the MBS. It would not be

possible to complete this without the cooperation of different well wishers.

First of all, I would like to express my sincere thanks and gratitude to my

guide Mr. Ashok Kumar Basnet and other staff of Management Faculty

are also in the memory of mine. I would like to pay my sincere thanks to

Mr. Laxman Pokhrel, Asst. Campus Chief, Faculty of Management,

Mahendra Multiple Campus, Nepalgunj, Mr. Chakra Bahadur Bom, Head

of Research Department (MBS), Mahendra Multiple Campus, Nepalgunj. I

could not remain without thanking to my teachers and  lectures,

especially  to  all the people  who  helped  me  during my study  of MBS

and during preparation of this thesis report.

I would like to express my sincere indebtness to staffs of J .K Soap and

Chemicals Industries Pvt.Ltd., especially Satish Kasaudhan, Akhilesh

Kasaudhan and Nirmal Pant for their great contribution and co- operation

to provide all the required data and information to conduct this study. It

is also an occasion to express my heartedly thanks to my all family

members and friends for their regular inspiration and contribution for my

success.

I express my deep thanks to Mr. Sabin Luitel of New Lumbini Pustak

Pasal, Nepalgunj who helped to provide computer typing properly and

timely.

I think this thesis may be satisfactory. I will be responsible for any types

of limitations and short comings.

August, 2011 Dhruba Prasad Pokhrel
Nepalgunj



vi

TABLE OF CONTENTS
Page No.

Recommendations i

Viva-Voce Sheet ii

Declaration iii

Acknowledgements iv

Table of Contents v-vii

List of Tables viii

List of Figures ix

List of Abbreviation x

Page No.

CHAPTER I 1-10
INTRODUCION 11.1 General Background 11.1.1 Introduction of J.K Soap and chemicals industries Pvt. Ltd. 21.2 Inventory Management 41.3 Statement of the problem 61.4 Objectives of the study 71.5 Significance of the study 81.6 Limitations of the study 9
1.7 Organization of the study 9

CHAPTER II 11-47
REVIEW OF LITERATURE 112.1 Conceptual framework 112.1.1 Inventory management 112.1.1.1 Purchasing 152.1.1.1 a Objectives of purchasing 152.1.1.1 b Purchasing procedures 162.1.1.2 Store keeping 182.1.1.2 a Objectives of store keeping 192.1.1.3 Issuing and pricing 20

2.1.2 Objectives of inventory management 21



vii

2.2 Classification of cost 212.3 Techniques of inventory management 262.3.1 Economic order quantity 262.3.1.1 Ordering and carrying cost trade off 272.3.1.2 Formula approach 272.3.1.3 Trail and Error approach 282.3.1.4 Graphic approach 292.3.1.5 Important assumption of EOQ model 302.3.2 ABC analysis 312.3.2.1 Advantages of ABC analysis 342.3.3 Safety stock calculation 342.3.3 Re-order point calculation 362.3.4 Determining critical levels 372.3.6 Inventory valuation 342.3.6.1 Specific identification method 392.3.6.2 First In First Out (FIFO) method 402.3.6.3 Last In First Out (LIFO) method 402.3.6.4 Weighted average cost of capital (WACC) 402.3.6.5 Inflation price method 402.3.6.6 Higher In First Out (HIFO) method 402.3.6.7 Market price method 412.4 Just in time inventory (JIT) 412.5 Inventory and the financial manager 412.6 Review of Master’s degree thesis 43
CHAPTER III 48-51
RESEARCH METHODOLOGY 483.1 Research design 483.2 Population and sample 493.3 Nature and sources of data 49
3.4 Data gathering procedure 503.5 Data period covered 503.6 Analytical tools 50
CHAPTER IV 52-80
PRESENTATION AND ANALYSIS OF DATA 524.1 Purchasing procedure practice in J.K Soap Industries 524.1.1 Collection of requisition 52



viii

4.1.2 Decision for purchase 524.1.3 Selection of suppliers 534.1.4 Purchase order 534.1.5 Receiving and inspecting materials 534.2 Store control device practice 534.2.1. Bin Cards 544.2.2. Store Ledger 544.2.3. ABC analysis 544.3 Issuing material 554.4 Inventory management analysis 554.5 Trend analysis 704.5.1. Trend analysis of purchase 704.5.2. Trend analysis of sales 724.5.3. Trend analysis of purchase of raw material 734.5.4 Trend analysis of inventory 754.5.5 Trend analysis of work in process 764.5.6 Trend analysis of finished goods 784.6 Major findings of the study 79
CHAPTER V 81-85
SUMMARY, CONCLUSION AND RECOMMENDATION 815.1 Summary 815.2 Conclusion 825.3 Recommendation 83
BIBLIOGRAPHY 86
APPENDICES 90



ix

LIST OF TABLES

Table No. Title Page No.2.1 Total cost of various orders 284.1 Order size, average inventory, ordering cost, carrying costand total cost 564.2 Annual requirement and annual purchase of palm acidoil (kg) 604.3 Order size, average inventory, ordering cost, carrying costand total cost 624.4 Annual requirement and annual purchase of palm fattyAcid oil (kg) 644.5 Order size, average inventory, ordering cost, carrying costand total cost 674.6 Annual requirement and annual purchase of caustic soda (kg) 694.7 Trend analysis of purchase 704.8 Trend analysis of sales 724.9 Trend analysis of purchase of raw material 744.10 Trend analysis of inventory 754.11 Trend analysis of work in process 774.12 Trend analysis of finished goods 78

LIST OF FIGURES

Figure No. Title Page No.



x

2.1 Graphic approach of Economic Order Quantity 292.2 Graphic presentation of ABC analysis 324.1 Economic Order Quantity 584.2 Trend analysis of actual purchase 714.3 Trend analysis of sales 734.4 Trend analysis of purchase of raw material 744.5 Trend analysis of inventory 764.6 Trend analysis of work in process 774.7 Trend analysis of finished goods 79

LIST OF ABBREVIATION

&: AndA.D: Anno DominiAIC: Agriculture Input CorporationABC: Always Better ControlDept.: Departmente.g.: For exampleEOQ: Economic Order QuantityEtc.: Et ceteraF.Y: Fiscal YearFIFO: First In First OutLIFO: Last In First Outi.e.: That isL. C: Letter of creditPvt.: PrivateLtd.: LimitedM. Ton: Metric TonMgmt.: ManagementROL: Re-order LevelROQ: Re-order Quantity



xi

QTY.: QuantityRs.: RupeesRDL: Royal Drugs LimitedS.N.: Serial NumberTCC: Total Carrying CostTU: Tribhuvan UniversityYrs: YearsInds.: Industries


