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ABSTRACT 
Universally, automotive industry has been accepted as a major driver of growth of a 

nation’s economy and is a significant contribution to the global economy. With the 

emerging trends in the global supply chain concept, upstream supply chain flows such 

as production, raw materials, assembly parts need to be placed on time as to ensure the 

delivery of finished products to the market on time. When referring the incremental 

growth rates of vehicle production during past 20 years, automotive aftermarket is 

considered to be the secondary market of the automotive industry. But, when this 

comes to Sri Lanka, automobile spare parts inventory controlling has been faced with 

numerous challenges which are raised mainly due to the unpredictable nature of the 

business industry. Since demand for the automobile spare parts is a derived demand 

which arise mainly from the growth of the automobiles market; inventory management 

has to be done with an extra attention by analyzing the main driver for proper inventory 

controlling of the particular business sector. Hence, this research is focused on 

exploring the most critical parameters affecting to risk perception of inventory 

controlling of the automobile industry in Sri Lanka and is expected to identify the 

major factors and its sub causes for failures of not having an effective inventory 

controlling system at the companies in Sri Lanka. This study is carried out based on the 

questionnaire analysis and likert scale has been used to provide a quantitative rating for 

the questions. Based on the research findings which were derived by the Rotated 

Components matrix by running SPSS software; 06 main factors such as Market 

Analysis and Market Development, Human Resource management, Supply Chain 

Integration, Product portfolio Management, Inventory Management System, 

Management Involvement were identified and these factors are the main drivers for 

raising the issues in inventory management of spare parts industry which have to be 

closely address the companies to overcome issues. As per the question by question 

analysis, it is revealed that the existing inventory controlling procedures are not in a 

satisfactory level which has to be re-aligned their inventory controlling with the new 

drivers derived from the study. Hence, suitable recommendations are made for 

automobile spare parts companies to take corrective actions in the weaker areas and 

maintain an effective inventory levels at their companies beyond their customer’s 

expectations. 

KEY WORDS: Automobile market, Likert Scale Analysis, Market development, 

Supply Chain Integration, Inventory controlling. 



vi 
 

ACKNOWLEDGEMENTS 

First of all, I would like to spread my gratitude for the support granted and insight 

offered to me by my research supervisor Dr. Varuna Adikariwattage in carrying out this 

research successfully, by conducting meetings and teaching me the concepts of 

conducting a proper dissertation. My appreciation is also extended to research 

coordinator, Dr. Mahinda Bandara for giving direction. I extend my gratitude to Dr. T. 

Sivakumar, Head of the Department of Transport and Logistics Management of 

University of Moratuwa, Prof. Amal S. Kumarage, the former Head of the department 

and all the academic staff members for providing the knowledge and skills throughout 

the MBA program. 

Also, I would like to thank all the employees of selected automobile spare parts 

companies who supported me in collecting relevant data and also for the management 

of these companies for allowing me to access the information required to conduct this 

research with fullest cooperation.  

I am sincerely thankful to all the lecturers who acted as members in evaluation panels 

and the non-academic staff of the Department of Transport and Logistics Management.  

Furthermore, I would express my heartiest thank to all my family members who have 

encouraged me and supported me in every possible way to complete this dissertation 

successfully. 

Moreover, my gratitude is dedicated to any individual who supported me with a mere 

word, encouragements, advices and opinions when bringing this study into a success. 

Finally, I would wish to thank, University of Moratuwa to offer me an opportunity to 

conduct a dissertation and improve my knowledge and exposure in the field of Supply 

Chain Management. 

  



vii 
 

TABLE OF CONTENTS 

DECLARATION OF ORIGINALITY ............................................................................... ii 

COPY RIGHT STATEMENT ............................................................................................. iii 

STATEMENT OF THE SUPERVISOR ........................................................................... iv 

ABSTRACT .............................................................................................................................. v 

ACKNOWLEDGEMENTS .................................................................................................. vi 

LIST OF FIGURES ................................................................................................................. x 

LIST OF TABLES ................................................................................................................. xii 

1 CHAPTER - INTRODUCTION ....................................................................................... 1 

1.1 HISTORY OF THE AUTOMOTIVE INDUSTRY  .................................................. 1 

1.2 WORLD MOTOR VEHICLE PRODUCTION   ....................................................... 2 

1.2.1 TOP TEN MOTOR VEHICLES PRODUCING COUNTRIES 2016 .................... 3 

1.2.2 GLOBAL AUTOMOTIVE MARKET SHARE IN 2017 BY BRAND ................. 3 

1.2.3 AUTOMOTIVE PARTS SECTOR DEFINITIONS ............................................... 4 

1.2.4 AUTOMOTIVE SPARE PARTS MARKET ......................................................... 5 

1.2.5 REPAIRABLE ........................................................................................................ 5 

1.2.6 CONSUMABLES ................................................................................................... 6 

1.2.7 AUTOMOTIVE SPARE PARTS MARKET IN SRI LANKA .............................. 6 

1.2.8 VEHICLE POPULATION IN SRI LANKA .......................................................... 7 

1.3 BACKGROUND OF THE STUDY .......................................................................... 9 

1.4 PROBLEM STATEMENT….………………………………………………………9 

1.5 OBJECTIVE OF THE STUDY..…………………………………………………..10 

1.6 SCOPE OF THE RESEARCH.................................................................................10 

1.7 LIMITATION OF THE STUDY………………………………………………..…10 

1.8 CHAPTER BREAKDOWN……………………………………………………….11 

2 CHAPTER - LITERATURE REVIE ...................................................................... 12 

2.1OVERLOOK OF THE AUTOMOBILE PARTS INDUSTRY IN THE WORLD..12 



viii 
 

2.2 INVENTORY MANAGEMENT ............................................................................. 13 

2.2.1 MAINTENANCE COST AND EFFECTIVE PLANING OF INVENTORY…..15 

2.2.2 SPAREPART LOGISTICS AND OPERAIONS PLANING…............................17 

2.2.3 MINIMIZATION OF THE TOTAL SUPPLY CHAIN COST ............................ 19 

2.2.4 SPAREPARTS ORDERING AND PLANING PROCESS .................................. 20 

2.2.5 RELATIONSHIP BETWEEN INVENTORY MANAGEMENT AND 

UNCERTAIN DEMAND FOR OTHER INDUSTRY  ................................................. 22 

2.3 CHAPTER SUMMARY  ......................................................................................... 23 

3 CHAPTER - RESEARCH METHODOLOGY ........................................................... 24 

3.1 RESEARCH FRAMEWORK .................................................................................. 24 

3.2 RESEARCH DESIGN ............................................................................................. 25 

3.3 SAMPLE OF THE SURVEY .................................................................................. 25 

3.4 PRELIMINARY STUDY  ....................................................................................... 26 

3.5 DATA COLLECTION  ............................................................................................ 27 

3.6 COLLECTION OF PRIMARY DATA ................................................................... 27 

3.6.1  QUESTIONNAIRES  .......................................................................................... 27 

3.6.2  QUESTIONNAIRE FRAME WORK  ................................................................. 28 

3.7 THE INTERVIEWS ................................................................................................. 28 

3.8 COLLECTION OF SECONDARY DATA ............................................................. 28 

3.9 DATA ANALYSIS AND CONSOLIDATION ....................................................... 29 

3.9.1 QUALITATIVE ANALYSIS ............................................................................... 29 

3.9.2 QUANTITATIVE ANALYSIS ............................................................................ 29 

3.9.3 KMO AND BARTLETT’S TEST ........................................................................ 30 

4 CHAPTER – DATA ANALYSIS AND FINDINGS ................................................... 31 

4.1 QUESTIONNAIRE ANALYSIS ............................................................................. 31 

4.1.1 SAMPLE JUSTIFICATION ................................................................................. 31 

4.2 RESULTS INTERPRETATION OF THE QUESTIONNAIRE.............................. 33 



ix 
 

 

5 CHAPTER - DISCUSSION AND CONCLUSIONS .................................................. 52 

5.1 INTRODUCTION .................................................................................................... 52 

5.2 SUMMARY OF THE STUDY ................................................................................ 52 

5.3 ACHIEVEMENT OF THE OBJECTIVES OF THE RESEARCH ......................... 52 

5.3.1 MARKET ANALYSIS AND MARKET DEVELOPMENT ............................... 53 

5.3.2 HUMAN RESOURCE MANAGEMENT ............................................................ 54 

5.3.3 SUPPLY CHAIN INTEGRATION  ..................................................................... 55 

5.3.4 PRODUCT PORTFOLIO MANAGEMENT………………………..…………..56 

5.3.5 INVENTORY MANAGEMENT SYSTEM ......................................................... 56 

5.3.6 MANAGEMENT INVOLVEMENT .................................................................... 58 

REFERENCE ............................................................................................................... 59 

ANNEXURES………………………………………………………………………...62 

 

  



x 
 

LIST OF FIGURES 

Figure 1: Global Brand Share in Automobile Industry .................................................... 4 

Figure 2: Industry behavior of the automobile industry in United States  ..................... 12 

Figure 3: The top five challenges for the Automobile Supply chain  ............................ 13 

Figure 4: Decision making framework for inventory controlling of Automobile Spare 

parts………… ................................................................................................................ 14 

Figure 5: Combining modularity and customization in service offerings ...................... 19 

Figure 6: Inventroy Turnover Comparision ................................................................... 19 

Figure 7: Research Framework ...................................................................................... 24 

Figure 8: Sample size of the Survey ............................................................................... 26 

Figure 9: Automobile Industry in Sri Lanka .................................................................. 27 

Figure 10: Framework for quantitative Analysis……………………………………....30 

Figure 11: Size of the Organization ............................................................................... 31 

Figure 12: No of Employees in the Organizations ......................................................... 32 

Figure 13: Company ownership ..................................................................................... 33 

Figure 14: Company sells different kind of brands of the same spare parts .................. 33 

Figure 15: Company has a formal process for purchasing spare parts ........................... 34 

Figure 16: Management decide key inventory related policy ........................................ 35 

Figure 17: Management team determines the frequency for ordering spare parts ......... 36 

Figure 18: Separate employee to manage inventroy and inventory surplus .................. 36 

Figure 19: Accessing inventroy by a responsible person ............................................... 37 

Figure 20: Cordinate with marketing and operations for inventroy management ......... 37 

Figure 21: Use effective methods to calculate stock level ............................................. 38 

Figure 22: Company frequently carry out inventroy counts .......................................... 38 

Figure 23: Company re-calculates inventory on regular basis ....................................... 39 

Figure 24: Company records for fast moving brands ..................................................... 40 

Figure 25: Company review perpetual inventory records periodically for slow moving 

items…… ....................................................................................................................... 40 



xi 
 

Figure 26: Optimal order level frequency is claculated on a regular basis .................... 41 

Figure 27: Company has a regular visibility into excess and obsolete stocks ............... 41 

Figure 28: Company performs analysis on inventory balance between periods ............ 42 

Figure 29: Company systems are linked to targeted action plans .................................. 42 

Figure 30: Company’s inventory system directly inter linked with finacial accounting 

system… ......................................................................................................................... 43 

Figure 31: Company does not have frequently product returns ..................................... 44 

Figure 32: Company does not have frequent discrepancies between amount received 

and amount ordred .......................................................................................................... 45 

Figure 33: Company track potential customers’ need to identify the best product or 

service required .............................................................................................................. 45 

Figure 34: Company has a mechanism to remind customers of required maintenance 

and vehicle upkeep services ........................................................................................... 46 

Figure 35: Company’s internal control is adequate for the overall inventory system  .. 47 

Figure 36: Company has a machanisam to track inventory level to reduce the risks of 

shortage.. ........................................................................................................................ 47 

Figure 37: Company evaluates the fluctuation in the automobile market ...................... 48 

Figure 38: Company keeps track of recurrent parts malfunction ................................... 49 

Figure 39: Company keeps alert about manufacturers action regarding parts defects ... 49 

Figure 40: Classified 06 main factors ............................................................................ 51 

 

 

 

 

 

 

 



xii 
 

LIST OF TABLES 

Table 1: Growth Rate changes of World motor vehicles production ............................... 2 

Table 2: Global Giants in Motor Vehicle Production ...................................................... 3 

Table 3: Vehicle population in Sri Lanka ........................................................................ 8 

Table 4: Likert scale ....................................................................................................... 29 

Table 5: Rotated components Matrix ............................................................................. 50 

 

 


