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AUTOMOTIVE COMPANY ABC. ADVISOR : DR. PALEERAT LAKAWATHANA,
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The objective of this study is to find the causes of excess inventory and to find
the solutions in both short and long term. Qualitative Research was conducted by
reviewing the literature of related research. The causes and management of excess
inventory studied from literature reviews was used to create an in-depth interview
questionnaires, where the contents was tested by Index of Item Objective Congruence
(I10C). In the interviews, the selected key informant was asked to provide the causes of
the excess inventory and how to handle excess inventory. The new solutions were
proposed for company to be able to operate in the conditions of high competition and
quickly-changing customer demand and the economic recession, which are the
contributing factors to cause excess inventory, particularly for raw materials and finished
goods. It impacts on the overall cost of the company as excess inventory is stored for a
long time and storage area is under-utilized.

From the study, it is found that the excess inventory is caused by various
reasons. Not only the changing demand of customers and recession but also the wrong
procurement order, planning operation, fear of stagnant production line (causing
extravagant material order), and sales forecasting inaccuracy causes material planning
less effectively. The interview results show that the change in customer orders is the
main cause of excess inventory. In addition, the unclear policy of management
direction, and the lack of coordination in the exchange of accurate information also
cause the excess inventory. Regarding the handling of excess inventory, mainly the
reduction of excess inventory is by selling in various ways such as reintroducing the
materials on the product cycle, discount-selling to employees, redemption to supplier
and selling of combining kits. From the interview, it reveals that the part sale is the
primary way to reduce excess inventory in a short term basis. However, due to high
value of excess inventory the scrap process takes a long lead time for approval from
management. Therefore, in the long-term management, Sales and Operation Planning
(S&OP) is proposed to match demand and supply by the cooperation from the
executive and operational levels. As a result, the target of the organization can be
focused in the same direction. Finally, excess inventory will not increase from current
situation and will gradually decrease in the future.

Graduate School Student’s Signature............coooviiiiint,
Field of Study Industrial Management Advisor’s Signature.............cooeviiiiennn,
Academic Year 2015
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Inventories. Online.
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