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ABSTRACT 

Inventory management is the planning, organizing, and controlling of the 

flow of inventories, from their initial purchase through internal operations to the 

distribution of finished goods. 

The EKTAM company is a local canning company in TRNC who 

produces Pepsi Colas and some other beverages that are sold throughout the 

country. Our study will aim to look into the inventory management system of 

EKT AM and try to identify whether they are using any management technology 

regarding the inventories. The nature of business of EKTAM is seasonal. There 

are variations in consumption of the EKT AM products during each year. The 

main variation is due to climate and temperature. The consumption increases as 

the temperature rises. 

In 1981 the Pepsi Cola company was established under the "Ektam Kibns 

Ltd." in a partnership with one of the biggest production companies in Turkey 

which is called "Tamek Holding A.$." with local partners Semsi Kazim. 

At the beginning the company started to produce 25 ml bottle, this bottle 

was called return bottle. By the year 1985 the company started to use a new 

technology. In the continuing two years the company has made an investment of 

around 20,000,000 USD for it's technology to build and improve its production. 

But the EKTAM can benefit from non-marketing activities to improve 

profitability. A good inventory management is the key for successful result. A 

modern inventory management JIT is proposed for EKT AM. 
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INVENTORY MANAGEMENT AND EKTAM 

I. INTRODUCTION 

Inventory management is the planning, organizing, and controlling of the 

flow of inventories, from their initial purchase through internal operations to the 

distribution of finished goods.1 Major concerns of inventory management are 

( 1) purchasing, 

(2) transportation (incoming and outgoing), 

(3) control through production and inventory management (includes 

receiving, storage, shipping, inventories handling, and inventory 

counting), and 

(4) warehousing and distribution. 

Inventory management is not always a clear and distinctive activity. And 

not all organizations have a formally designated "inventories manager." In those 

firms that do, the manager may have responsibility for the flow of inventories 

through the entire organization. He or she must then ensure that the right 

inventories are available at the right time and in the right place. This means 

avoiding an excess of inventories that would tie up unnecessary funds ( and space) 

while at the same time precluding shortages that might cause a halt to production. 

By coordinating the interests of production, financial, and marketing managers, a 

inventories manager can make the best use of the organization's investment in 

inventories. 

1 JAMES H. GREENE, Production and Inventory Control, 
rev. ed. (1974) 
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The EKTAM company is a local canning company in TRNC who produces Pepsi 

Colas and some other beverages that are sold throughout the country. Our study 

will aim to look into the inventory management system of EKT AM and try to 

identify whether they are using any management technology regarding the 

inventories. The nature of business of EK TAM is seasonal. There are variations in 

consumption of the EKT A.NI products during each year. The main variation is due 

to climate and temperature. The consumption increases as the temperature rises. 

Inventory management is an important issue for the EKTAM company 

since they are in beverage business. This business has a certain characteristics of 

its own. While inventory management for a normal business is a matter of raw 

materials purchased and the number produced, and the cost of space to stock 

them, there is an additional aspect such as the distribution. The beverages are 

distributed with large lorries. Excessive loading of the lorries means higher fuel 

cost. If at the end of the day the whole load is not sold the load will have to be 

unloaded and reloaded again. There can be damages to the beverages during 

transportation. Many gassed drink become useless from shaking during the 

transportation. Therefore the lorries need to be adequately loaded not too many to 

bring back unsold and not too little to run out and leave customers without drinks. 

II. WHAT IS INVENTORY MANAGEMENT 

Inventory management is a neglected area of management in the local 

companies. In the western developed economies the inventory management is one 

of the most important management tasks especially at the manufacturing 



3 

businesses.2 Most of the organizations in these countries employ a specialist 

manager as the vice-general manager who deals in inventory management. The 

inventory manager must have very good contacts with all the managers at all 

level. He or she needs good communication with the operational managers who 

are actually at the production floor. They are the people who are managing the 

manufacturing and they now the stock levels better than anybody else. the 

inventory manager should also have good relation with the top managers since 

these are the people who are making strategic decisions, and their decision effects 

the buying and stocking of the inventories.3 

Successful inventory management means that the company buys and keeps 

minimum of raw materials but never runs out. As will be explained, it is not good 

to have excessive and unnecessary stocks of raw material since this would mean 

the waste of resources and also waste of area that can be used for better reasons. It 

is also very bad to run out of raw materials, since running out will mean loss of 

production time and unnecessary extra cost per unit of product. 

One of the better known inventory management systems is the Just-in-time 

(JIT) manufacturing is used as a process towards eliminating waste to improve 

productivity and product quality. Just-In-Time (JIT) is an operational and 

managerial system developed to eliminate waste in non-value added operations by 

minimising inventory in the supply chain, and involving employees and suppliers 

in the operational strategy. 

2 Hill T, Production/Operations Management, Prentice Hall, 1991 
3 MARTIN K. STARR and DAVID W. MILLER, Inventory 
Control: Theory and Practice ( 1982) 



4 

The managerial system developed by the Japanese emphasizes 

organizational values, long-term strategic goals and employment, two way 

communication (top down and bottom up), commitment, loyalty, and 

understanding of the systems implemented into the manufacturing process. This 

management style has shown success in the areas of production and product 

quality. 

The philosophy of JIT production is that each stage of manufacturing will 

be completed just in time for the next process (for example, purchasing materials 

just in time to be transformed into fabricated parts, finishing these fabricated parts 

just in time to go into subassemblies, and so on until the product is sold) and that 

the minimal amount of workers, equipment and materials are used in these 

processes. The process of frequently moving small quantities to meet immediate 

demands has become very effective and efficient. 4 

III. DEPENDENT AND INDEPENDENT DEMAND 

Someone must decide how much to order and when a material is required. The 

"how much" question is largely a function of costs, and the inquiry here will 

extend to the concept of an economic order quantity. The "when to order" 

question is a function of the firm's forecast or scheduled requirements. If the item 

is a finished product and has a demand that is "independent" of the demand for 

other items, an order point (or reorder point) technique can help to answer the 

question. 

4ELWOOD S. BUFFA and JEFFREY G. MILLER, 
Production-Inventory Systems: Planning and Control, 3rd ed. (1979) 
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On the other hand, most items brought into inventory in manufacturing firms are 

components or subassemblies of finished products. Their demand is "dependent" 

upon the finished-product demand, and although the finished-product demand 

may be uncertain, the requirements for components vis-a-vis other components 

are fixed by design. There is no need to consider each component as an entity with 

independent demand characteristics-in fact, it is better not to do so. 5 

Dependent demand inventory consists of the raw materials, components, and 

subassemblies that are used in the production of parent or end items. For example, 

the demand for computer keyboards depends on the demand for the parent item, 

computers. Manufacturing inventory is largely dependent and predictable. 
', 

Independent demand inventory consists of the finished products, service parts, and 

other items whose demand arises more directly from the uncertain market 

environment. Thus, distribution inventories often have an independent and highly 

uncertain demand. Dependent demands can often be calculated, whereas 

independent demands usually require some kind of forecasting. 

Production schedule is a determining factor in purchasing. Materials manager 

must know the plans of the production management. The production strategy may 

vary from time to time. there are rarely any manufacturing organization that 

manufacture the same quantities all the year round. There are variations due to the 

season and the marketing conditions. So the materials manager must be very 

knowledgeable about the production targets, to provide the necessary materials for 

production. 

Samuelson Mar, Managerial Economics, Second Edition, The Dryden 

press,1995 
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IV TYPES OF INVENTORY 

An important distinction between types of inventory is whether an item is subject 

to dependent or independent demand. Retailers must manage independent demand 

items-that is, items for which demand is influenced by market conditions and is 

not related to production decisions for any other item held in stock. Independent 

demand inventory includes four categories:" 

1. wholesale and retail merchandise; 

service industry inventory, such as medical supplies for hospitals, stamps and 

mailing labels for post offices, and office supplies for law firms; 

3. end-item and replacement part inventories at manufacturing firms; and 

4. maintenance, repair, and operating (MRO) supplies at manufacturing firms- 

that is, items that do not become part of the final product, such as employee 

uniforms, fuel, paint, and machine repair parts. 

Managing independent demand inventory can be tricky because demand is 

influenced by external factors. For example, the owner of a bookstore may not be 

sure how many copies of the latest best-seller customers will purchase during the 

coming month. As a result, she may decide to stock extra copies as a safeguard. 

We will focus on independent demand, which is the type of demand the bookstore 

owner and most of the retailers face. Even though demand from any one customer 

is difficult to predict, low demand from some customers often is offset by high 

demand from others. Thus total demand for any independent demand item may 

6 http ://hypers erver. engrg. u w o. ca/ e s4 92 b/Le cture s/Lect 12/ts ldO 04. h tm 
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follow a relatively smooth pattern, with some random fluctuations. Dependent 

demand items are those required as components or inputs to a product or service. 

V. INVENTORY RECORDS 

Information on the amount of on-hand inventory and scheduled receipts is needed 

for both inventory management and accounting purposes. A scheduled receipt, 

often called an open order, is an order that has been placed but not yet received. 

Sometimes only periodic checks are made, as when a facility is shut down once a 

year for several days to count all inventory. At the other extreme are perpetual 

inventory records, in which a transaction report is made for each withdrawal and 

receipt. In manual systems, this information is posted to some type of written 

record. In computerized systems, this information is maintained on disk or tape. 

Whether manual or computerized, records are updated the same way. For 

example, if an open order of 300 units is received, an inventory transaction must 

be made to increase on-hand inventory by that amount and to delete the 300-unit 

scheduled receipt from the record. 7 

Computerized systems often are coupled with automated identification 

procedures, such as bar coding. A bar code is a pattern of wide and narrow black 

bands and alternating white spaces printed directly on the product or on an 

attached label. A computer, with the aid of an optical scanner or wand, reads the 

pattern and automatically records the price and updates inventory records. 

7 Hilton, Ronald W., Managerial Accounting. McGraw-Hill,Inc ( 1994). p.13-14 
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INVENTORY MANAGEMENT AND EKTAM 

I. INTRODUCTION 

Inventory management is the planning, organizing, and controlling of the 

flow of inventories, from their initial purchase through internal operations to the 

distribution of finished goods.1 Major concerns of inventory management are 

( 1) purchasing, 

(2) transportation (incoming and outgoing), 

(3) control through production and inventory management (includes 

receiving, storage, shipping, inventories handling, and inventory 

counting), and 

(4) warehousing and distribution. 

Inventory management is not always a clear and distinctive activity. And 

not all organizations have a formally designated "inventories manager." In those 

firms that do, the manager may have responsibility for the flow of inventories 

through the entire organization. He or she must then ensure that the right 
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avoiding an excess of inventories that would tie up unnecessary funds ( and space) 
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1 JAMES H. GREENE, Production and Inventory Control, 
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The EKTAM company is a local canning company in TRNC who produces Pepsi 

Colas and some other beverages that are sold throughout the country. Our study 

will aim to look into the inventory management system of EKT AM and try to 

identify whether they are using any management technology regarding the 

inventories. The nature of business of EK TAM is seasonal. There are variations in 

consumption of the EKT A.NI products during each year. The main variation is due 
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since they are in beverage business. This business has a certain characteristics of 

its own. While inventory management for a normal business is a matter of raw 

materials purchased and the number produced, and the cost of space to stock 

them, there is an additional aspect such as the distribution. The beverages are 

distributed with large lorries. Excessive loading of the lorries means higher fuel 

cost. If at the end of the day the whole load is not sold the load will have to be 

unloaded and reloaded again. There can be damages to the beverages during 

transportation. Many gassed drink become useless from shaking during the 

transportation. Therefore the lorries need to be adequately loaded not too many to 
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businesses.2 Most of the organizations in these countries employ a specialist 

manager as the vice-general manager who deals in inventory management. The 

inventory manager must have very good contacts with all the managers at all 

level. He or she needs good communication with the operational managers who 

are actually at the production floor. They are the people who are managing the 

manufacturing and they now the stock levels better than anybody else. the 

inventory manager should also have good relation with the top managers since 

these are the people who are making strategic decisions, and their decision effects 

the buying and stocking of the inventories.3 

Successful inventory management means that the company buys and keeps 

minimum of raw materials but never runs out. As will be explained, it is not good 

to have excessive and unnecessary stocks of raw material since this would mean 

the waste of resources and also waste of area that can be used for better reasons. It 

is also very bad to run out of raw materials, since running out will mean loss of 

production time and unnecessary extra cost per unit of product. 

One of the better known inventory management systems is the Just-in-time 

(JIT) manufacturing is used as a process towards eliminating waste to improve 

productivity and product quality. Just-In-Time (JIT) is an operational and 

managerial system developed to eliminate waste in non-value added operations by 

minimising inventory in the supply chain, and involving employees and suppliers 

in the operational strategy. 

2 Hill T, Production/Operations Management, Prentice Hall, 1991 
3 MARTIN K. STARR and DAVID W. MILLER, Inventory 
Control: Theory and Practice ( 1982) 




