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Abstract: Inventories constitute a significant proportion of current assets in distribution firms; therefore, it is
necessary that inventories must be controlled efficiently and effectively in order to avoid unnecessary investment
of funds and thereby to improve the firm’s performance. Distribution firms are constantly seeking to improve
their inventory control system in order to stay afloat in business and stay clear from extensive competition from
their competitors. Supply chain performance is achieved through a proper inventory control system; when the
firm is able to meet end customers’ needs associated with ensuring the availability of product, delivering it on time
in the right way and ensuring appropriate inventory level. This study therefore sought to examine the effect of
inventory control system on supply chain performance in distribution firms in Kenya. The study was a case study
research design as it places more emphasis on the full contextual analysis of fewer events and their interrelation.
The target population of the study consisted of staff from the four distribution centers in Nairobi (Mugoya,
Kenroid, BDC and SDV Transami). The study adopted stratified random sampling as a sampling technique in
selecting the sample data. Data collection instruments were structured questionnaires to collect primary data. The
study also made use of secondary sources of data. Data was analyzed using SPSS version 21. Findings were
presented in form of tables, graphs, charts and figures followed by interpretation and discussion of the findings.
Afterwards, conclusions and recommendations were drawn. Correlation analysis was employed to know the
relationship between variables. Multi linear regression results have those four predictors can explain 65.61% of
change in supply chain performance. Following the results of the study it’s worthwhile to conclude that there is a
positive and significant relationship between inventory control system and supply chain performance in
distribution firms through staff competence, order size, customer service level and lead time. Further research
study can be conducted in other distribution firms and other sectors of the economy to establish if inventory
control system has an effect on supply chain performance. The study recommended that distribution firms should
embrace inventory control system so that they reap from immense benefits accrued from an efficient and effective
system, it should also be encouraged to attain supply chain performance.
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1. BACKGROUND OF THE STUDY

Inventories constitute a significant proportion of current assets in a majority of companies. The large size of inventories
blocks a considerable amount of the companies’ funds. It is therefore necessary that inventories must be controlled
efficiently and effectively in order to avoid unnecessary investment of funds and thereby to improve the firms’
profitability.Firms invest a portion of their capital on their fixed and current assets, and a large portion which is invested
on current assets is inventory and thus it requires for efficient management (Bose, 2006).Organizations that keep too
much inventory in their warehouse operate an inefficient supply chain, while those that keep minimal inventories in their
warehouse are being efficient (Lai and Cheng 2009).
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There are several reasons for keeping inventory. Too much stock could result in funds being tied down, increase in
holding cost, deterioration of materials, obsolescence and theft. On the other hand, shortage of materials can lead to
interruption of products for sales; poor customer relations and underutilized machines and equipment (Buffa and
Salin1987).

Inventory plays a big part in firms as it accounts for about 56% of the annual turnover (Ondiek, 2006). Organizations are
faced with a lot of competition in the current markets, this has led to the need for coming up with better methods of
controlling inventories and therefore be able to eliminate any wastage in the value chain (Ondiek, 2006). In this case, the
major concern is how inventory functions are organized and who is responsible over these functions in the Kenyan
logistics firms.

According to Dobbler and Burt (2006), inventory alone account for as much as 30% of the organization invested capital.
Inventory control enhances profitability by reducing costs associated with storage and handling of materials (Lyson,
1996).

Inventory control is an important concern for managers in all types of businesses.The challenge isn’t to pare inventories to
the bone to reduce costs or to have plenty around to satisfy all demands, but to have the right amount to achieve the
competitive priorities for business most efficiently (Krajewski and Ritzman 1999).

The research done by Holdren and Hollingshead (1999) in the United States of America witnesses that much of the $ 700
million worth of inventory held by American businesses is financed by bank loans with the goods pledged as security. An
important industrial marketing relationship exists between inventory managers and commercial lending officers who write
these inventory loans. Inventory managers need to provide their lenders with sufficient information to obtain financing at
the lowest rate. Loan officers need to assess the degree of inventory risk in order to assign a proper interest rate. Issues of
risk and return of inventory loans are matters of concern for both inventory managers and creditors

Inventory control defines how often inventory levels are reviewed to determine when and how much to order. It is
performed on either a perpetual or a period basis. Clodfelter (2003) adds that the control system allows you to determine
mistakes that have been made or identify areas that need your immediate attention. To be most effective, the inventory
control system must also provide information in a timely manner to allow youto make decisions while problems can still
be corrected.

Dysney and Towill (2003) Two models are usually used to control inventories: Perpetual review and periodic view.

A perpetual inventory control process reviews inventory status daily to determine inventory replenishment needs. To
utilize perpetual review, accurate tracking of all Stock-Keeping Units is necessary. Perpetual review is implemented
through a re-order point and order quantity. The formula for calculating the perpetual review re-order point is;

ROP = DXT+SS
Where:

ROP= Re-order point in units D= Average daily demand in units T= Average performance cycle length in days; and SS=
Safety or buffer stock in units.

Periodic inventory control reviews the inventory status of an item at regular time intervals such as weekly or monthly. For
periodic review, the basic re-order point must be adjusted to consider the extended intervals between reviews. The
formula for calculating the periodic review re-order point is:

ROP=D (T+P/2) + SS
Where:

ROP= Re-order point T= Average performance cycle length D= Average daily demand P= Review period in days, and
SS= Safety stock.

Bollore Africa Transport and Logistics (Kenya):

Bollore group is a French company headquartered in Puteaux, on the western outskirts of Paris France. Bollore group
operates in Africa since 1927. In 2008, Bollore Africa logistics was established to consolidate the Bollore group
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infrastructure and logistics activities across the African continent (The Financial Times, 2008). Bollore Transport and
Logistics is present in 56 countries including 46 in Africa.

Bollore Africa Logistics (Kenya), with its headquarters in Nairobi, was previously known as SDV Transami. As of
January 1, 2016, it changed its name to Bollore Africa Transport and Logistics, became a full subsidiary of the Bollore
group. The logistics activities include haulage, industrial project logistics, heavy lift, rail transport, air transport, barging,
port handling, shipping customs formalities, supply chain and warehouse management.Bollore has two other branches,
one in Kisumu and the other one in Mombasa. The Nairobi branch has four distribution warehouses i.e. Kenroid,
Transami/HQ, Bollore distribution center and Mugoya.

Bollore Transport and Logistics (Kenya) began working as the new warehouse service provider for EABL on September 1
2016 taking over from DHL, which had been on contract with EABL for more than 15 years. Bollore, which was one of
EABL’s long standing transporters, took up the role of warehousing of a facility of more than 20, 000 square metres
commissioned by EABL.

Bollore is mandated with handling all beer, UDV and keg products when they leave the production line, oversee storage at
the warehouse and dispatch onto transporters trucks for delivery to distributors. Bollore also receives empties (keg barrels
and bottles) from the trade (distributors’ depots) department and feed the production line.

A good number of studies have been conducted on inventory control and management on various organisations. Kariuki
(2013) did an assessment of the factors influencing effectiveness of inventory control in the Ministry of State for
Provincial Administration and Internal Security in Nairobi, the study found that long bureaucratic procedures, staff
qualification and unavailability of appropriate stock records are the main factors influencing effectiveness of inventory
control in the institution. The study did not address utilization of efficient inventory control system to gauge supply chain
performance. Gakinya (2013) did a study to establish the relationship between inventory management techniques and
supply chain performance in the agricultural sector in Kenya. The study concluded that the sector is embracing
implementation inventory management techniques and in deed it has a relationship with supply chain performance.
Waweru (2010) did a study on the effects of inventory levels and stock outs on procurement performance at Kenya
Forestry Research Institute. The study concluded that management support is crucial in implementing inventory control
techniques. Agius (2015) did a study to evaluate the stock control systems of Maltese supermarkets, in Europe. The study
concluded that in a case where an organization holds different kinds of inventory appropriate method should be used for
specific items. However, these studies did not address the effect of inventory control system on supply chain performance
in distribution firms, therefore, creating a knowledge gap which necessitates this study.

2. LITERATURE REVIEW
The Knowledge-Based Theory:

The knowledge-based theory of the firm considers knowledge as the most strategically significant resource of the firm. Its
proponents argue that because knowledge-based resources are usually difficult to imitate and socially complex,
heterogeneous knowledge bases and capabilities among firms are the major determinants of sustained competitive
advantage and superior corporate performance (Grant 2007). This knowledge is embedded and carried through multiple
entities including organizational culture and identity, policies, routines, documents, systems, and employees (Zander
2007). The knowledge-based theory determines the nature of the organization human resources capabilities which are
mostly influenced by staff competence. Existence of professional trained staff on inventory control systems and
availability of staff with high level of integrity plays an important role in strengthening the organization capabilities to
perform. The study thus used this theory to establish how staff competence effectively and efficiently increases
performance of the firm.

Resource Based View theory:

The resource based view of the firm (RBV) draws attention to the firm’s internal environment as a driver for creating high
performance and emphasizes that if a firm utilizes its resources and capabilities well it will have a competitive advantage.
One of the key insights of the resource-based view is that not all organizational resources are a potential source of high
performance (Hitt, 2011). However, in order to be competitive, resources must be valuable by being capable of creating a
good customer service: allowing the firms to implement strategies that will enable it to meet customer’s needs more
efficiently and effectively, rare and in high demand (Sampurno, 2010).
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Resource Based View approach is useful in employing various systems in controlling inventories in the organization
through optimal utilization and allocation to improve on performance (Sulastri (2006). Companies perform well whenever
customers consistently perceive positive differences such as in quality, uniqueness value or cost competitiveness between
the products or services offered by the company and those of its competitors. (Hitt et al 1997). Managers have to make an
overall assessment of the firm’s resource base. The source of high organizational supply chain performance lies mainly in
how it exploits its resources to offer an excellent customer service. Good customer service leads to loyal and trusting
customers. According to RBV a firm can create value through its internal resources and capabilities. Value can be created
from customer relationship management.

Theory of constrains:

The theory of constraints (TOC) is an overall management philosophy introduced by Eliyahu Goldratt in his 1984 book
titled “The Goal’ that is geared to help organizations continually achieve their goals. The Theory of Constraints is a
methodology for identifying the most important limiting factor (constraint) that stands in the way of achieving a
goal(supply chain performance) and then systematically improving that constraint until it is no longer the limiting factor
(Godratt, 2002).In inventory control the difficulties in the theory of constraints are: very long lead times, large number of
unfulfilled orders, high level of unnecessary inventories or lack of relevant inventories, conflict of scheduling resources
(Fawecett, 2009). The theory of constraints thus emphasizes on focusing effectively on managing the capacity and
capability of staff, customers’ engagement and frequently prioritizing orders, this improves the operational performance
of their organization (Umble,2006). Theory of constraints minimizes investment in stock and allocates resources
optimally through use of various inventory control techniques or systems to achieve optimal inventory levels (Yugang,
2009). According to Theory of Constraints, problems are likely to raise when inventory is not tracked properly, stock outs
occur, critical equipment locations are uncertain, poor record management, unskilled personnel handling inventory etc. all
this leads to low supply chain performance. The study uses this theory to establish the effect of lead time and order size on
supply chain performance in distribution firms in Kenya.

Conceptual framework:

Independent Variables Dependent Variable

@;ppl}' Chain Perfnrmanmx

e  (Optimum Stock
Levels and

Staff competence
& Staff training
® (rganization’s working
culture
& Staff integrity

Elimination of Wastes

Customer satisfaction

[ ]
. : e Efficiency in
Lead Time operations

* Speed of communication
o Efficient transportation system

* Reducedlogistical and

operational time
3. RESEARCH FINDINGS AND DISCUSSIONS

Effect of Staff Competence on Supply Chain Performance

In order to make sense of the data obtained, cross tabulation based on percentages were used. Table 1 shows percentage of
participants who reported on the effectiveness of staff competences in the performance of supply chain at Bollore Ltd.

Staff Competence:
Table 1
Effect staff competence on supply chain performance | Disagree Neutral Agree | Strongly agree
Staff training 8.9% 14.6% 41.7% | 34.8%
Organization’s working culture 8.3% 24.2% 28.8% | 38.7%
Staff integrity 0.0% 4.1% 48.7% | 47.2%

Source: Author, 2017
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From the results, 8.9% of the staff at Bollore Ltd disagreed with the proposition that staff training improves supply chain
performance. Further, 14.6% reported not observing any effect of staff training improve supply chain performance.
However, 41.7% and 34.8% agreed and strongly agreed respectively that staff training improves supply chain
performance. In general, 76.5% (41.7 + 34.8) of the participants reported that staff training affects supply chain
performance.

8.3% and 24.2% of the participants disagreed or were neutral respectively concerning the effect of working culture on
improving supply chain performance in the organization. However, 28.8% and 38.7% of the participants agreed and
strongly agreed respectively that working culture greatly affect supply chain performance. From the results, the
observation is that 67.5% of the participants believe that the organization’s working culture affect the performance of
supply chain in the company.

From table 2 above, 4.1% of the staff reported that staff integrity does not affect performance of supply chain in the
organization. However, 48.7% and 47.2% of the staff agreed and strongly agreed respectively that supply chain
performance heavily depends on the integrity of the staff. Generally, 94.9% of the participants indicated that in order to
improve supply chain performance then, the staff must be of high integrity. Therefore, from the analysis competence of
the staff members plays a significant influence on supply chain performance.

Effect of Lead Time on Supply Chain Performance:

The literature review chapter outlined several studies that asserted that lead time improves supply chain performance of an
organization. In an attempt to support or decline the results reported in the previous studies, the researcher carried out
quantitative research using five step Likert questionnaires. The results obtained from the census are outlined in the table
below.

Lead Time:
Table 2
Effect lead time on supply chain performance Neutral | Agree Strongly agree
Reduced logistical and operational time 12.0% 72.4% 15.6%
Speed of communication 8.8% 22.5% 68.7%
Efficient transportation system 0.0% 88.3% 11.7%

Source; Author, 2017

The results indicate that 12.0% of participants were not sure on the effect of lead time in terms of reduced logistical and
operational time on performance of supply chain in Bollore Africa Ltd. However, 72.4% and 15.6% of the staff agreed
and strongly reduced logistical operation time greatly improves the performance of supply chain in the organization.
Besides, 8.8% of the staff believed that speed of communication does not improve or decline the performance level of
supply chain in Bollore Africa Ltd. However 22.5% and 68.7% of the participants agreed and strongly supported the
proposition that speeding communication in the organization improves supply chain performance. Finally, 88.3% and
11.7% of the staff agreed and strongly agreed that Bollore Africa Ltd has an efficient transportation system which has
enabled them perform better in supply chain.

4. SUMMARY, CONCLUSION AND RECOMMENDATIONS
Summary of findings:

The study sought to ascertain the effects of inventory control system on supply chain performance in distribution firms in
Kenya a case of Bollore Africa Transport and Logistics. The specific objectives that guided the study is to establish the
influence of staff competence on supply chain performance, to examine how order size affect supply chain performance,
to examine the extent at which customer service level affects supply chain performance and to establish the effect of lead
time on supply chain performance. The study employed a case study research design to achieve its objectives.

The study population comprised of 1500 warehouse staff of BTL and specifically in four distribution centers in Nairobi
i.e. Mugoya, Kenroid, BDC and SDV Transami. The study used stratified random sampling technique. The sample size
was 94 respondents achieved by use of Naisuirma (2000) formula. Structured questionnaires containing close-ended
questions were used to collect primary data for this study. The questionnaires were distributed using drop and pick later
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method to the respondents. A pilot study was carried out among BTL staff who did not take part in the main study to
check validity and reliability of the data. Data collected was analyzed using descriptive and inferential analysis method. A
linear regression analysis was used to analyze the effect of staff competence, order size, customer service level and lead
time on supply chain performance. SPSS version 21 was used to aid in data analysis. Data analysis results were presented
using charts, graphs and tables. Multi linear regression results have shown that four variables can explain 65.61% of
change in supply chain performance; namely staff competence, order size, customer service level and lead time.

Staff competence on supply chain performance:

The findings of the study revealed that post employment formal training was not a common means for preparing staff
before deployment to inventory control section at BTL. The findings showed only few staff involved in inventory control
have undertaken a formal post-employment training in different aspects and when it happens it doesn’t lead to formal
certificate despite being reported as very essential in ensuring high performance.

The current organization culture at BTL is not effective in that ; there was delays in operations that was indicated in the
turnaround time, non- reliance of data captured in the system hence compromising on data integrity and security,
accumulating data to be posted leading to an increased likelihood of posting incorrect entries, indirect violation of
inventory control regulations due to late entry, failure to have compliance team to keenly monitor stock movements
physically and in the system, issuing without accompanying all the required documents and misplaced documents, the
respondents reported this to be an attributing factor for theft and pilferage.

The results revealed that staff competence affect supply chain performance at BTL. The results have also shown that staff
competence positively and significantly affect supply chain performance at BTL.

Lead time on supply chain performance:

The findings of the study revealed that BTL is working on efficiency in operations by having TAT reports circulated after
every two hours; they are efficient in communication and transportation system; long lead times are experienced because
custom clearance at the port takes pretty much time than expected hence experiencing long lead time.

The results revealed long lead time has an effect on supply chain performance at BTL. The results have also shown that
lead time positively and significantly affect supply chain performance.

Conclusion:

Following the results of the study it is worthwhile to conclude that there is a positive relationship between inventory
control system and supply chain performance through staff competence, order size customer service level and lead time.
BTL has been able to achieve supply chain performance through inventory control.

From the findings, the study concludes that staff competencies affect greatly supply chain performance at BTL. Hence
employees need to acquire core competencies like knowledge, skills, experience and abilities to enhance supply chain
performance in distribution firms in Kenya. The study also concludes that organizational working culture affects supply
chain performance at BTL because factors like attitudes of staff towards work, how rules and policies are implemented
has a great impact on performance.

The study concluded that BTL did not embrace modern technology in doing demand and supply forecast hence improved
anticipation of future developments in distribution firms in Kenya is required thus they should invest in technologies that
forecast demand and supply accurately.

The study concluded that supply chain performance can be achieved through customer service level and can be done by
consistent performance to the customers, understanding customer expectations and willingness and readiness of the
employees to give immediate service to the customers. The study also concluded that lead time has a positive effect on
supply chain performance through reducing of logistical and operational time, speed in communication and use of an
efficient transportation system. The study further concluded that an inventory control system is a competitive tool in the
organization for realizing its corporate competitive strategy.

Recommendations:

The analysis undertaken in this study reveals that a number of steps can be taken to improve inventory control system to
increase high supply chain performance in distribution firms in Kenya. The following recommendations can be drawn
from the findings and analysis:
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Staff competence:

The study showed that staff competence affects supply chain performance, therefore the management of BTL should give
formal post-employment training to all the inventory control staff because training equip employees with relevant
knowledge and skills to work effectively and efficiently hence high performance and also they need to instill a strong
organizational culture because it is a talent attractor, a talent retainer, it engages the view of work, it creates synergy and it
makes everyone more successful. Staff integrity should be encouraged all the time because it helps the employees to make
the right decisions. The management also needs to ensure proper stores records management because helps in giving
authentic and reliable information and has an impact on supply chain performance.

Lead time:

Operations in distribution firms should be reviewed regularly to eliminate any loopholes that might hinder high supply
chain performance. The management of distribution firms should adopt efficient transportation systems because it helps in
meeting deadlines and they should embrace high speed in information sharing to increase productivity.

Areas for further research:

The study is a milestone for further research in the field of inventory control systems in Africa and particularly in Kenya.
The findings of the current study should be expanded further in future in order to establish whether the explored factors
can be generalized to affect inventory control system on supply chain performance. The study was not exhaustive by any
means because different sectors of the economy also have inventories, it is therefore recommended that another study be
replicated in other sectors of the economy e.g. agriculture, manufacturing etc.

Further research can be done on inventory control systems and methods that needs to be eliminated in distribution firm in
order to improve performance another one on the effect of accurate demand and supply forecast on supply chain
performance and finally the effect of inventory control training on supply chain performance in distribution firms.
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