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ABSTRACT:

A Study on Inventory management in JSW Steels Ltd. was chosen for the study because best-
practice inventory management is essential to success in the competitive metals-manufacturing
market for any organization. JSW Steels, being a company in the top quartile of inventory
turnover tend to have no more than three to four days of raw materials on hand. A rigorous
analytical approach to inventory management can be established on the basis of robust, reliable

data of four years. This is done by establishing a firm grip on raw materials, work in process
(WIP), and finished goods so that JSW Steel Ltd.
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1 Introduction:

Inventory management involves the control of assets being produced for the purpose of
sale in the normal course of the company's operations. Inventories include raw materials
inventory, work in process inventory and finished goods inventory. The goal of effective
inventory management is to minimize the total costs direct and indirect those are associated with
holding inventories. = However, the importance of inventory management to the company
depends upon the extent of investment in the inventory. Steel Industry in India is on an upswing
because of the strong global and domestic demand. India's rapid economic growth and soaring
demand by sectors like infrastructure, real estate, and automobiles, at home and abroad, has put
the Indian steel industry on the global map.

Types Of Inventory Management Techniques:
ABC Analysis
Just In Time (JIT)Method
Material requirements planning (MRP)Method
Economic order quantity (EOQ)Method
Minimum safety stocks

VVVYY

Categories of ABC analysis In ABC analysis the items are classified in three main categories
based on their respective consumption value.

Category ‘A’ items: The items, which are most costly and classified as 'A' nearly 10% of the
total number of items stored will account for 70% of total value of all items stocked.
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Category 'B' items: The items having average consumption value are classified as 'B' nearly
20%

of total value. Statistical sampling is general useful to control them. Category 'C' items: The
items having

low consumption value are put in category "C" nearly 70% of total number as items will
account for

10% total value. Generally, these items are slow and non-moving items in the stores, which
are

frequently used for production process but with more quality.

2 Review of literature

Sudhindra Bhat (2008) in his book ‘Financial Management’ explains inventory management as
an important area of working capital management, which plays a crucial role in economic
operation of the firm. Maintenance of large size inventories by a firm required a considerable
amount of funds to be invested on them. Inventory management has to be efficient and effective
in order to avoid unnecessary investment and inadequate investment. &4

UdhayaKumarTS (2010) explains that by managing inventory it becomes easier for the
organization to meet the profit goals, help shorten the cash cycle, avoid inventory shortage and
avoid excessive carrying costs for unused inventory. According to his study, companies need to
get smart about inventory. Boosting financial performance is an added benefit that tends to come
from better inventory management practices2%3

Srinivas Rao Kasisomayajula(2014) An analytical study was conducted on “Inventory
Management in Commercial Vehicle Industry In India”. In his study, he concluded that all the
units in the industry have significant relationship between Inventory and Sales. Proper
management of inventory is important to maintain and improve the health of an organization.
Efficient management of inventories will improve the profitability of the organization.’

Ulrich and Pearson (1998) It is particularly applicable to those situations where the decision
maker is unable to provide crisp evaluation data and attribute weight. Introduce approaches for
the integration of the Quality Function Deployment method as well as feedback with system
components for computer aided product development. The integration is based on information
models representing product, process and factory information.®

Pastore and Martin (2012) study was to examine students’ perceptions of designing and
developing mobile based instructions by interviewing and surveying of graduate students.
Results of the survey and qualitative data analysis indicated that usability was a key issue on the
mobile device. Users enjoyed quick access, good organization, user control, single column
layouts, and large links/buttons. These findings contribute to the literature base on the design and
development of mobile based instruction’’

Norman E (2012) discusses, while existing factors identified in the literature were found to be
present in the context of today’s design program, the critical perspectiveof this study
recontextualized these factors, along with the identification of new or underrepresented factors.®
Gray (2013) A design literature discusses the role of the studio and its related pedagogy in the
development of design thinking. Scholars in a variety of design disciplines pose a number of
factors that potentially affect this development process, but a full understanding of these factors
as experienced from a critical pedagogy or student perspective is lacking. In this study,explains
the experiences of six first-year design students were examined as they evolved in their
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conceptions of design.’

Antonelli and et al (2013) aims to identify Information Technology benefits in individual work.
With technologies fully implemented, greater satisfaction was observed for all constructs of the
survey, with statistically significant differences.When comparing age, it was found that younger
users were more satisfied with the benefits of technology. Concerning the number of employees,
small business users were less satisfied with Information Technology!'”

Alderete (2013) presents an econometric model to determine whether an SME(Small and
Medium Sized Enterprise)’s probability of outsourcing depends on their levels of innovation an
information and communication technology use. The model predicts that the level of innovation
of an SME will significantly influence its probability of outsourcing. Besides, it stresses the
negative incidence of the information and communication technologies (ICT) access on the
outsourcing decision.'!

3 Objective of the study
> To study about the inventory management pattern of JSW Steel.

> To analyze its inventory management methods with help of ABC analysis.
> To study about the ordering levels for the important components of inventory.
> Almost 90% of the working capital of a business is invested in inventories. The

management should do proper planning on how to purchase, handle, store, and account with
inventory management software.

> To avoid both over stocking and under stocking of inventory.

> To eliminate duplication in ordering stock.

4 Scope of the study

> Inventory management is a simple concept-don’t have too much stock and don’t have too
little. Since there can be a substantial cost involved in staying above and below the optimal
range, careful inventory management can make a huge difference in the right balance can be
quite a complex and time-consuming task without the right technology.

> Inventory management is very important for “JSW steel 1td”. It enables the business to
meet or exceed expectations of the customers by making the products readily available.

> The scope of the study includes the ABC Analysis of Raw Materials, work in progress
and finished goods for four financial years.

> This study provides insight to the management of high value items and also brings
attention of management towards movement of ‘A’ class items over period of 5 years.

5 Research Methodology

The study adopts a descriptive research design to analyze the inventory management of the
company, using historical financial data. The analysis is based on secondary data collected from
the company’s balance sheets, profit and loss accounts, and internal financial records for a
period of five years. All financial statements of the company constitute the population of the
study, while the selected five-year financial data form the sample. Convenience sampling is
employed as the data used are readily available and relevant for financial analysis. No primary
data or questionnaire is used, as the study relies solely on financial statements as the main
research instrument. The collected data are analyzed using ratio analysis, supported by tables
and graphs, to ABC analysis and EOQThe validity and reliability of the study depend on the
accuracy and authenticity of the financial statements provided by the organization. Ethical
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standards are maintained by ensuring that the financial information is used strictly for academic
purposes and handled with confidentiality and objectivity.

5.1 Sample Design

Sampling design refers to the method used to select data for the study. Since the study is based
on financial performance analysis, the data is collected from the company’s financial records.
5.2Data Analysis Procedure

The data analysis procedure involves the systematic examination of secondary financial data
collected from the balance sheets and profit and loss accounts for a selected five-year period.
The collected data are classified, tabulated, and arranged in a consistent format to facilitate

analysis. ABC ANALYSIS:

<> ABC analysis is an inventory categorization technique.

< A-items with very tight control and accurate records.

< B-items with less tightly controlled and good records

< C-items with the simplest controls possible and minimal records

Economic Order Quantity:

EOQ is the ideal order quantity a company should purchase to minimize inventory costs such as holding
costs, shortage costs, and order costs.

53 Limitations Of The Study

> To analyse A,B,C and EOQ

> Detail study about all the material was not possible because of time limit.

> Inventory value of plant & stores.

> The study of receiving process of material, issue process, dispatch process inventory

controls the process for all items.
6. Analysis And Interpretation

ABC ANALYSIS FOR STEEL DURING 2021-2022

Table4.1
CLASS QUANTITY %OF QUANTITY |%OFVALUE
A 295562 77% 78%
B 64299 11% 12%
C 22276 12% 10%

INTERPRETATION: The above graph shows the quantity and value of fewmaterial. A items
value and quantity are the nearly same (quantity-77% & value- 78%), B items value is high
(Value-12 and C item value is low and quantity is high compared to the B items.
ABC ANALYSIS FOR STEEL DURING 2022-2023

Table4.2
CLASS QUANTITY %OF QUANTITY % OFVALUE
A 319093 74% 81%
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Source:PublishedAnnualReportsof JSWSteelLtd

INTERPRETATION: The above graph shows the quantity and value of the material. A value is
high, B value and quantity are nearly same and C value is low and quantity is high compared to

the B items.

ABC ANALYSIS FOR STEEL DURING2023-2024

Table4.3
CLASS QUANTITY % OF QUANTITY % OFVALUE
A 379768 78% 81%
B 40422 8% 17%
C 66130 14% 2%

Source:PublishedAnnualReportsof JSWSteelLLtd

INTERPRETATION: The above graph shows the quantity and value of the material,A items
value is high (72%) ,B items value and quantity are nearly same(quantity-10% & value-14%)
and C items value is low and quantity is high(quantity-40% & value-14%) compared to the B

ieBHg.ANALYSIS FOR STEEL DURING 2024-2025
Table4.4
CLASS QUANTITY %O0F QUANTITY %OFVALUE
A 332353 50% 72%
B 70289 10% 14%
C 254136 40% 14%
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7 Findings:

> IT was found that the company is consuming same raw material as per ABC classification as ‘A’
class items ‘B’ class items and ‘C’ class items.

> Basically, the company was running on the basis of job work so, inventory management is not
given that much importance.

> Even the carrying cost is high which constant for 4 years as it had a greater impact on inventory
maintenance cost.

> In general, when orders increase automatically EOQ decreases which inversely proportional.

EOQ for the past 4 years shows that the company is going for few orders. Generally, it is a known fact
that the annual consumption of raw materials increases year by years as companies growing. In such a
way annual consumption from 2021-2022 to 2024-2025 has also increased.

> The figure 4.1- 2021-2022 shows the quantity and value of few materials. A items value and
quantity are the nearly same (quantity-77% & value- 78%), B items value is high (Value-12 and C item
value is low and quantity is high compared to the B items

> The figure 4.2 -2022-2023 shows the quantity and value of the material. A value is high, B value
and quantity are nearly same and C value is low and quantity is high compared to the B items.

> The figure 4.3 -2023-2024 shows the quantity and value of the material, A items value is high
(72%), B items value and quantity are nearly same (quantity-10% & value-14%) and C items value is
low and quantity is high (quantity-40% & value-14%) compared to the B items.

8 Suggestions:

> As the company converted into own sales it should have its own inventory policy which can
produce better results by minimizing costs.
> The company has to implement a ABC analysis, which literally reduces inventory cost.

> As of company is going for wide expansion in JSW steel-1 and JSW steel- 2, it should pay much
more attention to research and development.

> Even though inventory conversion the period is moderately good, still there are a lot of scopes to
improve it.

9 Conclusion:

Optimum inventory is the goal of every organization. Over inventory and under inventory, both cause
financial impact and health of the business as well as effective business opportunities.
The steel industry is always an important part of the national economy in our country, which is the
leading industry to realize speeding up industrialization. Most countries that have implemented
industrialized in the world are almost putting priorities to develop basic industries including the steel
industry. Our country also invests a large number of money through a variety of financing channels, in
order to improve the competitiveness of the steel industry. The company is following inventory
management techniques like EOQ, ABC analysis can increase its profits. By supplying the finished
products at reasonable prices to the customers and thus increase its period of existence in the market. It
can be concluded from the analysis that the company inventory position is up to some extent satisfactory.
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