CHAPTER |
INTRODUCTION

This chapter contains the background, problem formulation, research

objectives, research scopes, and outline of final project report.
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Figure 1.1 Number of Motor Vehicle in Indonesia
(Source: Subdirektorat Statistik Transportasi, 2017)



As the population increases, the demand for motor vehicles is also
increasing. The increase in the number of vehicles occurred in all kinds of
vehicles every year. It can be seen from Figure 1.1 during the periods of 2013 —
2017, the number of motor vehicles increases by about 7.4 percent annually
(Subdirektorat Statistik Transportasi, 2017).

Of all types of motor vehicles, there is a very significant increase
motorcycle. It is because motorcycles have a very high purchasing number in the

community and affordable for the community, especially for the middle-to-lower

class. Based on the Law of Indonesia Republic Number 22 Year 2009 Chapter |
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Figure 1.2 Number of Motorcycles in Jambi
(Source: BPS - Statistics Indonesia — Jambi, 2017)



Based on Figure 1.2, the highest increase in motorcycle growth occurred
between 2014 until 2015. The growth of the population using motorcycles was
caused by the growth of people who needed motorcycles. Currently, every
household has a motorcycle to be used in daily activities such as work, school,
health services, shopping, financing (bank/insurance), and visits to the home of a
friend (Herwangi et al., 2015).

With the increasing number of motorcycles, then there is also an increase
in the number of motor services that provide repair service and spare parts. The
higher the quality of the parts used, the higher the durability of the motorcycle.
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workshop. AHASS AA Motor is located at Jalan Pahlawan Wirotho Agung,
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Rimbo Bujang, Tebo, Jambi. Currently, there are two types of business of AHASS
AA Motor. First, AHASS AA Motor supplies the spare parts to their workshop’s
needs and then, as a reseller to sell spare parts directly to another workshop.
AHASS AA Motor sells their spare parts in Rimbo Bujang and another region at
Jambi and West Sumatra. Spare parts obtained by AHASS AA Motor come from
Astra Motor Jambi dealer. Then AHASS AA Motor acts as a dealer for various
workshops that have worked together and spread in various regions.



One of the important parts that support operational activities at AHASS
AA Motor is the warehouse section. AHASS AA Motor has a warehouse as a
central place responsible for purchasing and storing the motorcycle parts. The
location of the warehouse is next to the workshop in charge of repairing the
motorcycles. As one of the main aspects of the cash flow and revenue for this
workshop, AHASS AA Motor must pay great attention to the warehouse

management, especially to the spare parts inventory management.

Based on the interview with the head of the workshop warehouse,
currently, AHASS AA Motor didn’t have a proper approach yet to manage the
procurement of z{rt&liﬁh@,ﬂé@hi &Ser’\d\iannty |{s determined based on the
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until three months of demand for.each spare partsFhe period of making an order
is based on the speculation of the superwisor.<The supervisolr only sees the

availability of spare parts'in th rehouse, If not available, then an order is made,

which is there i$ no specific calculation to determine it. Because there is no decent
l
policy for managing stock, malyj types of spare parts are out of stock. AHASS

AA Motor fulfills the demand jofi the spare parts“for its self and its consumers.
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Table 1.1 showi is an example of data summary of inventory stal;us spare parts in

January until DeCember 2018. All of them can be seen in Appendlx A.
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Table 1.1 Summary of Inventory Status Spare Parts in January — December 2018
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(Source: AHASS AA Motor, 2018)

Table 1.1 shows that the inventory status for the first ten of all spare parts.
In the table above, it can be seen the condition of the stockout”: which is the
maximum potential stockout for each month on each spare part. The conditions of

the intended stockout shown in Table 1.1 are the maximum potential stockout



conditions. The maximum potential stockout condition arises because the AHASS
AA Motor does not have a record of the number of orders and when to order.
Fluctuating consumer demand causes the need for a strategy or inventory policy
that attempts to meet consumer demand. If there is no inventory when there is a
demand, it will result in out of stock (stockout). This situation can lead to losses
due to the loss of opportunities for profit, one of which is the profit from the sale
of each unit of goods demanded. (Bahagia, 2014). With the probabilistic stockout
cost and demand, it is necessary to apply a probabilistic inventory model. The

probabilistic inventory model is almost the same as the deterministic model, and
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Motor are supplied by one main supplier and AHASS AA Motor is one of the
biggest workshops around Rimbo Bujang, even Tebo Regency itself. Also, the
absence of a certain inventory policy will have an impact on the financial aspect
whereby the price of spare parts increases by 10% from normal prices and the
worst conditions are losses of up to hundreds of millions of rupiah. Another thing
that is applied by the workshop is to ask consumers to wait for the spare parts
coming and then be notified if the parts are available or ask consumers to

purchase the spare parts in another workshop because they are out of stock.



Although the workshop has already implemented those solutions, they have a
negative impact on their financial and service quality.

Based on the current condition, it can be concluded that AHASS AA
Motor doesn’t have a proper spare parts inventory management system yet, and it
gives many negative impacts for both consumers and workshops. There has been
no analysis and evaluation of the spare parts inventory management system
because of the negligence of the policymaker and unfamiliarity with inventory
management. The inventory management on the workshop warehouse in AHASS
AA Motor has a complex situation that is a concern with the quality of service and
financial aspect==Fherefore; itHR néddads t6 Ny =ifventory policy for
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1.3 Research Objectives

The objectives of this research are to:
1. Develop an inventory policy for spare parts in AHASS AA Motor to
reduce stockout.

2. Develop the program application for implementing the proposed inventory
policy.



1.4  Research Scopes

This research is only focused on the spare parts automatic motorcycle

(\Vario). It is because the spare parts are the highest sales of AHASS AA Motor.

1.5  Outline of Final Project Report

The outline of this final project report consists of five chapters as follows:

CHAPTER |

CHAPTER II

CHAPTER IlI

CHAPTER IV
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This chapter comprises the methodology used in this
research include of preliminary study, literature review,
problem formulation, research objectives, method selection,
collecting the data, results, discussions, and conclusions.
RESULTS AND DISCUSSIONS

This chapter describes the data collection and the analyzing
data that consists of classifying the spare parts using ABC
analysis, classify the spare parts using FSN analysis, create
ABC — FSN analysis matrix, calculate total inventory cost



CHAPTER V

for the proposed inventory policy using probabilistic
inventory model & the joint replenishment model, and
compare the total cost of proposed inventory both policies;
development program applications; and discussions.
CONCLUSIONS

This chapter contains the conclusions of the research results

and the suggestions for further research.




