INVENTORY MANAGEMENT OF UNJON GALVASTEEL
CORPORATION, CALAMBA CITY, LAGUNA

Case Study
JONALIE G. YERGA

College of Economics, Management
and Development Studies

CAVITE STATE UNIVERSITY
Indang, Cavite

Aprﬂ 2014



), TN
TNVENTORY MANAGEMENT OF UNION GALVASTEEL CORPGRATION,
CALAMABA CITY, LAGUNA

Undergraduate Case Study
Submitted to the Faculty ‘
of the College of Economics, Management and Development Studies
Cavite State University
Indang, Cavite

In partial fulfillment
of the requirements for the degree
Bachelor of Science in Business Management
major in Financial Management

N
{\

> teel
inventory management of Union Gulvas!
joration, Calamba City. Lagunae
Corvora 658.787 V58 2014
CASAG2

" JONALIE G. GA
April 2012

-




ABSTRACT

VERGA, JONALIE G., April 2014. “Inventory Management of Union Galvasteel
Corporation”. Undergraduate Case Study, Bachelor of Science in Business Management
major in Financial Management. Cavite State University, Indang, Cavite. April 2014.
Adviser: Prof. Estrellita D. Corpuz.

A case study was conducted in Union Galvasteel Corporation from July 22 to
September 6, 2013 at Bacnotan Drive, Barangay Real, Calamba City. The study was
conducted to enable the student to apply her gained knowledge in Business Management,
especially in Financial Management, to actual experiences and real life working
situations. Specifically, the study aimed to know the current inventory system and
effectiveness of inventory management of UGC using descriptive and quantitative
analysis through helpful tools such as Inventory to Sales, Inventory Turnover and
Profitability ratios.

UGC in Calamba, Laguna started its operation in 1990. The firm is involved in
distribution of prepainted galvanized roofing and other steel products. Problems on
implementation of inventory system were encountered because the system was not
centralized on its past years of operation. As of 2013, the firm is working on its

Enterprise Resource Planning, a centralized inventory system.

UGC has an average of P0.1443 per peso of sale from 2009 to 2012 which
indicated that P0.1443 peso of inventory is invested for a peso of sale. Overall, the
company maintains low investment on its inventories creating high sales volume which is
a positive indicator of effective inventory management. Average inventory turnover from
2009 to 2012 was 2.88 or equivalent to 3. The lowest inventory turnover happened in

2011 (2.62). Overall, the company maintains the inventory turnover of 3 which is a

vi



positive indicator of effective inventory management. Moreover, the effectiveness of
inventory management of the firm was seen as the firm effectively maintained to have

profit rather than loss in spite of the increased competition on local and global markets.

vil



TABLE OF CONTENTS

Page

BIOGRAPHICAL DATA . ..o e e iii
ACKNOWLEDGMENT ... .. e v
ABSTRACT ... .o vi
LIST OF TABLES. .. ... ettt e e e e, X
LIST OF FIGURES. .. ..ottt e xi
LIST OF APPENDICES. ... ..o xii
INTRODUCTION. .. ..ot e e 1
Importance of the Study.................... ... 3
Objectives of the Study ........... ... i 3

Time and Placeofthe Study .................... ... ... ... . 4

Scope and Limitation of the Study............................................... 4
Operational Definition of Terms....................................i... 5
METHODOLOGY ... oot 7
Collection of Data. .............oooiiii i 7
Methods of Analysis....... ... e 7
DESCRIPTIONOF THE FIRM...... ... e, 9
Historical Background.................c..ocoo 9
Organization and Management............................oooiiiiiiini i, 14
Motivation and Incentives................c..cooiii i 19
ProduCtion. .. .........oiiiit et e, 19

viil



Inventory Management. .............o.oinrtiinit it
Problems Encountered by the Firm....................o
Plans of the Firm. ..o oot
ANALYSIS OF INVENTORY MANAGEMENT ...... ...
SWOT (Strengths, Weaknesses, Opportunities, Threats)..........................
Inventory to Sales Ratio............ccoooiriimnrii
INVENtOrY TUIMOVET. .. ... ..eutuinimnieireeneeaee e aes st n s sttt s et
Profitability. .. ...
SUMMARY, CONCLUSION AND RECOMMENDATION...............co.oooiennn.

Recommendations

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

REFERENCES

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

APPENDICES

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

ix

24

33

34

36

36

41



LIST OF TABLES

Table
1 Product lines of Union Galvasteel Corporation.........................
2 Material standard specification (Width of 915 and 1220).............
3 Raw materials ordering cycle (normal situation, in days)............
4 Minimum/maximum inventory levels of Union Galvasteel
Corporation as of August 2013..........cocoiiiiii
5 Inventory management policy, Shearing and
Forming Department..................coooeiiiiiiiiiiiiiii
6 SWOT analysis......... ...t
7 Inventories, sales, and inventory to sales ratio of
Union Galvasteel Corporation, 200910 2012.....................
8 Finished goods inventory, cost of sales, sales, and inventory
turnover of Union Galvasteel Corporation, 2009 to 2012.......
9 Profitability ratios of Union Galvasteel

Corporation, 200910 2012.............oooiiiiiii

28

29

30

37

46

47



Figure

LIST OF FIGURES

Vicinity map of Union Galvasteel Corporation......................

Rollforming plants and distribution outlets of Union

Galvasteel Corporation..............ccocviieiimieneenennne.
Base 1 facility lay-out of Union Galvasteel Corporation.............

Base 2 facility lay-out of Union Galvasteel Corporation..........

Organizational structure of Union Galvasteel Corporation

asof August 2013 ... ... ..oooiii

Material procurement Process............oocveererrmirenneneeeeeenn.

Inventory to sales ratio of Union Galvasteel

Corporation, 2009t02012...........cooiiiiiiiiiiii s

Inventory turnover of Union Galvasteel

Corporation, 2009 t0 2012...........coeiiiiiiiiiiiiienene

Profitability ratios of Union Galvasteel

Corporation, 2009t02012..............oiii

Xi

12

13

15

17

26

43

45

43



Appendix
1

2

10
11
12

13

LIST OF APPENDICES

Page
Endorsement letter..................ccooovviiiiiiiii i 54
Memorandum of agreement between
theCvSUand the firm..................... 56

Time cards.........coooiiiii i 59

Certificate of completion.........................cooiiiinnn. 62

Evaluationsheet.............................. 64
Stock transfer request sample.................................... 66
Manufacturing facilities..........................c.coooiil 68
Substrate inventory movement sample........................... 75
Financial data (200910 2012)....................c.ooeeiiiinn 77
Computation on ratios.......................oooviiiiiiniiniiiiin.. 79
Time table of activities.....................................cciii. 85
Certificate of English Critic........................................ 89
Routing Slip...........ooooiii 91

xil



INVENTORY MANAGEMENT OF UNION GALVASTEEL CORPORATION,
CALAMBA CITY, LAGUNA

Jonalie G. Verga

An undergraduate case study presented to the faculty of Management, College of
Economics, Management and Development Studies, Cavite State University, Indang,
Cavite in partial fulfilment of the requirements for graduation with the degree of
Bachelor of Science in Business Management, major in Financial Management with
Contribution No. ¢-0W-BM 04-2§ . Prepared under the supervision of Prof. Estrellita
D. Corpuz.

INTRODUCTION

Inventories occupy the most strategic and flexible position in the structure of
working capital of most businesses specifically to manufacturing industry. A large
manufacturing company normally produces higher level of inventories for supplying
adequate quantity of finished products to its customers. However, holding excessive level
of inventories consumes the funds of business, which cannot be allocated and be used for

any other purpose and thus involves opportunity cost.

The main concern of inventory management is to determine what inventory level
is needed to be maintained that will support sales levels predicted or desired through
monitoring and control on inventories. It is an important concern to manufacturing

companies because inventory management provides finance records specific to a single



