
 

 
 

 

ASSESSMENT OF FACTORS AFFECTING 

PRODUCTIVITY OF VEHICLE ASSEMBLY: THE CASE 

OF BELAYAB MOTORS PLC 

 

A MASTER’S THESIS 

BY 

 

THOMAS G/TINSAE G/KIRSTOS 

 

 

 

COLLEGE OF NATURAL AND SOCIAL SCIENCES 

ADDIS ABABA SCIENCE AND TECHNOLOGY 

UNIVERSITY 

 

MAY 2019 G.C 



 

 
 

 
ASSESSMENT OF FACTORS AFFECTING PRODUCTIVITY OF 

VEHICLE ASSEMBLY: THE CASE OF BELAYAB MOTORS PLC 

BY 

THOMAS G/TINSAE 

 

 

A Thesis Submitted as a Partial Fulfillment to the Requirements for the 

Award of the Degree of Master of Business Administration in Industrial 

Management 

to 

COLLEGE OF NATURAL AND SOCIAL SCIENCES 

 
ADDIS ABABA SCIENCE AND TECHNOLOGY UNIVERSITY 

 
MAY 2019 G.C 

 

 

 



Declaration 
  

I hereby declare that this thesis entitled “Assessment of Factors Affecting Productivity 

of Vehicle Assembly: the case of Belayab Motors PLC” was prepared by me, with the 

guidance of my advisor. The work contained herein is my own except where explicitly 

stated otherwise in the text, and that this work has not been submitted, in whole or in part, 

for any other degree or professional qualification. 

 

Author:                                                                                 Signature, Date: 

 

…………………………………………………………………………………….. 

 

Witnessed By: 

 

Name of student advisor:                                                       Signature, Date: 

 

…………………………………………………………………………………….. 

 

Name of student co-advisor:                                                  Signature, Date: 

 

……………………………………………………………………………………... 

 

 

 

 

 

 

 

 

 

 

 



Approval Page 

This is to certify that the thesis prepared by Mr. Thomas G/tinsae G/kirstos entitled 

“Assessment of Factors Affecting Productivity of Vehicle Assembly: the case of Belayab 

Motors PLC” and submitted as a partial fulfillment of the award of Degree of Master of 

Business Administration in Industrial Management complies with the regulations of 

Addis Ababa Science and Technology University and meets the accepted standards with 

respect to originality, content and quality. 

 

Signed by Examining Board: 

 

External Examiner:                                                              Signature, Date 

 

…………………………………………………………………………………………….. 

 

Internal Examiner:                                                              Signature, Date 

 

…………………………………………………………………………………………….. 

 

Chairperson:                                                                      Signature, Date 

 

…………………………………………………………………………………………….. 

 

DGC Chairperson:                                                             Signature, Date 

 

…………………………………………………………………………………………….. 

 

College Dean/Associate Dean for GP:                                 Signature, Date 

 

……………………………………………………………………………………………… 

 

 



 

 Acknowledgement 

 

 I am grateful to my advisor Dugasa Mulugeta (Ph.D), who support and gives me overall 

direction and guidance in the preparation of this thesis. Similarly, I would like to thank to the 

management of Belayab Motors PLC for agreeing to provide me the necessary information’s 

during my work. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Abstract 

 

The purpose of this research was to asses factors affecting productivity of vehicle 

assembly; the case of Belayab Motors PLC. The study used a descriptive research design 

and mixed research approach using quantitative and qualitative data collection using 

survey questionnaire &  face to face interview, out of 115 employees sample of 

89(77.3%) of population is selected through stratified sampling techniques. The collected 

data was analyzed using SPSS version 22.1 data was presented using description (notes) 

used percentage of statistics and ratios by crafting tables, figures, and interpretations 

and analysis of data’s. Findings of this thesis reveals that gaps are observed on the 

company regarding on the following major areas; Lack of training for employees, Lack 

of customer focused strategy, Lack of technology transfer strategies, wrong delivery of 

spare parts as well as shortage of spare parts, Lack of long term suppliers relationships. 

Recommendations by the study are: training demands should be addressed and fairly 

distributed to employees, focus should be given for customer focused strategy and 

implementation that consider demands of buyers, attention should be given to technology 

transfers since the company vision is becoming car preferable manufacturer in east 

Africa, to minimize and eliminate wrong delivery of spare parts proper communication is 

needed with the suppliers, long term supplier business relations are needed since as 

frequent supplier change are there after sales services and delivery of spare parts could 

be unmanageable, Selling price of the company should consider for other similar 

competitors with similar products.  

  

Key Words: Productivity, vehicle, Vehicle assembling plant, suppliers, market 
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CHAPTER ONE 

1.1 Introduction  

This chapter presents an overview of empirical data about the assessment of factors 

affecting productivity of vehicle assembly; the case of Belayab motors PLC, 

including background of the study & organization, statement of the problem, basic 

research questions, general and specific objectives of the study, definition of key 

terms, significance of the study, scope, and organization of the study. 

1.2 Background and Justification of the Study 

Productivity is a main factor in which business firm existence is based up on. The 

main objective of a business firm is providing consumers‟ satisfaction while making 

a profit. Business firms always attempt to maximize profit. But in order to maximize 

profit a business firm has to be efficient where efficiency is measured by the capacity 

of the business firm to raise the productivity of existing resources so that cost per unit 

production is reduced. Since cost and productivity are reciprocal of each other, a raise 

in productivity implies a fall in cost of production which ends in higher profit. 

(Kendrick .G. 1965) Productivity, productivity growth and improvement is a common 

issue for the business community, industrial firms, mangers, economists, media and 

politicians as the solution to improving living standards, yet there is a difference on 

what productivity actually is, how it is appropriately measured, what are the real 

factors affecting it and how can it be improved as well. (Joshep .P, 1999) 

The efficiency with which manufacturing firms/organizations and industries, convert 

inputs (labor, capital, and raw materials) into output is determine their Productivity 

grows when output grows faster than inputs, which makes the existing inputs more 

productively efficient. Since the level of productivity in manufacturing firms 

increases, the overall output value increases, resources are used efficiently and their 

contribution in the whole economy will increase. (Groover, 2008). The research 

focuses on the assessment of factors affecting productivity of vehicle assembly; the 

case of Belayab Motors PLC. Thoroughly identifying challenging issues that make 

the company incompetent in the automotive industry & providing solutions had 
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significant impact. By clearly identifying the external and internal factors; 

Government rules & regulations, Human Resource, Marketing, Technology, 

Suppliers, Managerial Talent and Financial Factors that negatively affect productivity 

of vehicle assembly and as a result, implementing proper measures and techniques 

that can improve the productivity in a better way is the focusing issue. Therefore 

investigating the productivity of the company can show the sectors productivity level 

and thus lead to a better productive production and might leads to manufacturing 

environment. 

1.3 Statement of the Problem 

The sector is at low level of development in comparison to other countries including 

those in Africa. Ethiopia has the lowest motorization rate globally, with only two cars 

per 1,000 inhabitants in 2014. OICA estimates that in 2014 there were 150 000 

vehicles in use in Ethiopia, of which 90,000 were passenger vehicles and 60 000 were 

commercial vehicles. Between 2005 and 2014, total vehicles in use grew by 2%. 

(Deloitte African automotive insight, 2016). 

Belayab Motors PLC is one of the companies in Ethiopia that engages in the activity 

of assembling different types & brands of vehicles for the previous ten years. Over 

the past few years, the company has been under continuous pressure to reduce 

operating challenges and attempt to improve the performance and productivity of the 

vehicle assembly. It’s assembling challenges may assumed to be in different aspects 

around the assembly process like some government rules and regulations, human 

factors, marketing, technology and management commitment which are considered 

,analyzed and get answered  through this thesis paper. The company have short period 

of establishment and the demand of vehicles is becoming increasing in the country 

with quality and durability weights, but by the above listed and other additional 

factors the productivity of the company is not good enough that makes to demand and 

supply gap . 

According to (Pritchard, 1990) productivity improvement is important for the 

individual and organization. The company management believes that the company’s 

assembling challenges that affect its productivity has to improve and it has to happen 

fast and failing to do so will result in the company losing its competitiveness. They 
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might become non profitable, which will make the company a burden to the whole 

organization. There for, considering these issues the study will be trying to address 

the following questions;  

1. What are the factors affecting productivity of vehicle assembly in the company? 

2. What are the opportunities and challenges to improve productivity? 

3. How to improve productivity and effectiveness of the company? 

1.4 Basic Research Questions 

The study was guided by the following basic research questions; 

 What are the factors affecting productivity of vehicle assembly in the company? 

 What are the opportunities and challenges to improve productivity? 

 How to improve productivity and effectiveness of the company? 

1.5 Research Objectives 

1.5.1. General Objectives 

The general objective of the research is to assess the factors that affect productivity 

of vehicle assembly in Belayab motors PLC and to provide alternative possible 

recommendations for stakeholders of the company understudy. 

1.5.2. Specific Objectives 

The objective is to investigate specifically:- 

 To assess factors that affect productivity of vehicle assembly at Belayab motors 

PLC. 

  To examine the opportunities and challenges for improving vehicle assembling 

productivity.  

 To give remedies for improving productivity and effectiveness of the company.  

1.6 Definition of Key Terms 

According to encyclopedia, the following terms are defined as; 

      Productivity: the ratio of output to inputs used in a production process. 

      Partial factor productivity: the ratio of output to one type of input. 
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      Multifactor productivity: using more than one input, 

      Total factor productivity: using all the inputs of production.  

1.7 Significance of the Study 

The significance of the study is to assess the factors that influence productivity in car 

assembly, the case of Belayab motors PLC, adds values for decision makers of the 

company to compare the productivity of the company and take major corrective 

actions, guides policy makers to assess the trends of the company understudy, and 

serves as benchmark for future research. The finding of this study will be helpful to 

guide decision makers on analyzing productivity affecting factors, and provides 

possible alternatives of improvement of productivity for managements and 

stakeholders of the enterprises understudy.  

1.8 Scope of the Study 

The study covers only productivity affecting factors that are mainly related with 

vehicle assembly plant located at Adama city, but doesn’t cover other activities of the 

company like after sale service centers for financial and time constraints. 

1.9 Limitation of the Study 

This research does not address the different functional areas of the company 

understudy and it focus only the productivity affecting factors in vehicle assembly 

area and from this research cannot conclude that this is the only factor that might 

affect the overall productivity of the company; and the availability of limited data, it 

sets not to do further tests in assessing impact of variables. 

1.10 Organization of the Study 

The organization of the paper is constructed into five chapters; the first chapter 

includes background of the study, statement of the problem, basic research questions, 

general & specific objectives, definition of terms, significance, scope (delimitation), 

limitation, and organization of the study. Chapter two covers theoretical and 

empirical literature review concerning factors affecting productivity of car assembly 

in the case of Belayab Motors PLC. Chapter three dealt with the research design and 
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methodology including population and sampling, sampling design, sample size, target 

population, sources of data, data collection method. Chapter four consists of data 

analysis and interpretation; and chapter five focuses on summary of findings, 

conclusions and recommendations. 
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CHAPTER TWO 

REVIEW OF RELATED LITERATURE 

2.1 Definition of productivity 

In formal sense, probably the first time the word ‘’productivity’’ was mentioned was in 

an article by Quesnay in the year 1766. (Productivity engineering and management, 

David J. Sumanth 1998).  

Several international scholars and organizations give different definitions and meanings 

of productivity;  

The International Labor Organization (ILO) summarizes the concept of productivity, thus 

some think of productivity as a measure of the economy as a whole. Others think of 

productivity in terms of individual industries or plants". Some businessmen in their 

public relations speak as though the whole matter of productivity had to do with the 

degree of application of the workers to their Jobs. At other times, the concept of 

productivity is used as though it were a measure of the degree of efficiency achieved in 

production.  

The I.L.O. publication "Higher Productivity in Manufacturing Industries" has defined 

productivity as the ratio between output of wealth and the input of resources used in the 

process of production".(Hans G. 2012) 

The organization for European economic cooperation (OEEC) has defined the concept of 

productivity as its widest sense it may be said that productivity; is the measurement of the 

economic soundness of the nations. (OECD, 2012) 

"Productivity is an attitude of mind. It is a mentality of a progress, of the constant 

improvement of that which exists. It is the certainty of being able to do better today than 

yesterday and continuously. It is the constant adaptation of economic and social life to 

changing conditions”. (The European Productivity Agency (EPA) 2015). 

 It is the continual effort to apply new techniques and methods.  

 It is the faith in human progress.  

Kendrick also opined that "productivity" used to denote the ratio of output to any or all 

associated inputs in real terms. (Kendrick & Creamer, 1965)  

‟Productivity is the quality, or state of being productive. It is a concept that guides the 

management of production systems and measures its success. It is the quality that 
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indicates how well labor, capital, materials, and energy are utilized”. (Kendrick & 

Creamer 1965)  

“Productivity is the efficiency with which firms, organizations, industry, and the 

economy as a whole, convert inputs (labor, capital, and raw materials) into output. 

Productivity grows when output grows faster than inputs, which makes the existing 

inputs more productively efficient. Productivity does not reflect how much we value the 

outputs it only measures how efficiently we use our resources to produce them” (Hans G. 

2012). 

One thing common to all these concepts of productivity is the desire to portray some 

one's ability to produce or the rate at which production is carried. But today there appears 

to be a consensus of opinion that productivity is the ratio of output to input. Here it may 

be desirable to mention the difference between the productivity of enterprise as a whole 

or industrial productivity and the labor productivity. Whereas the increase in the 

'productivity of the enterprise as a whole' is a simple function of the factors like 

technological advancement, improved managerial or organizational skills better 

entrepreneurial ability, positive attitude of all concerned, good industrial relations and the 

like. The productivity of labor depends on the stimuli or incentives available to human 

effort (Kendrick & Creamer 1965). Therefore, Increasing productivity is a goal advocated 

by business organized labor and Government. A change in productivity of a system 

results from the combined effect of all the factors contributing to the system’s 

performance.  

According to Kazaz and Ulubeyli, productivity is one of the most important factors 

affecting the overall performance of any organization, large or small. It is defined as a 

measure of the relationship between the physical volume of goods and services produced 

and the resources used in the production processes adopted by an economy. Productivity 

is also a measure of the efficiency with which employees and capital and natural 

resources are combined in an economy. In addition to assessing its performance, an 

organization can use productivity measures to; 

 Compare its performance with that of competitors, 

 Assess the relative performance of its individual departments, 

 Compare the relative benefits of various inputs, 

 Plan the most effective use of resources. 
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2.2 Different Theories on Productivity 

2.2.1. Theory of production 

Theory of production in economics, an effort to explain the principles by which 

a business firm decides how much of each commodity that it sells (its “outputs” or 

“products”) it will produce, and how much of each kind of labor, raw material, fixed 

capital good, etc., that it employs (its “inputs” or “factors of production”) it will use. The 

theory involves some of the most fundamental principles of economics. These include the 

relationship between the prices of commodities and the prices (or wages or rents) of the 

productive factors used to produce them and also the relationships between the prices of 

commodities and productive factors, on the one hand, and the quantities of these 

commodities and productive factors that are produced or used, on the other.  

2.2.2. Marginal Productivity Theory 

Marginal productivity theory contributes a significant role in factor pricing. According to 

this theory, under perfect competition, the price of services rendered by a factor of 

production is equal to its marginal productivity. Marginal product refers to the increase in 

amount of output by the addition of one unit of factor of production while keeping the 

other factors constant.  

2.2.3. A theory of capabilities for productive transformation 

The theory of capabilities contributes to a better understanding of the link between 

educations, training and technological learning on the one hand and economic growth on 

the other hand. This link was identified as a knowledge gap by the Commission on 

Growth and Development (2008). The knowledge-based concept of capabilities linked to 

productive transformation shows that transformation of capabilities through individual 

and collective learning drives the dynamics of catching up by enhancing the range of 

options for diversification and the collective competences necessary to generate rapid and 

sustained processes of productive transformation.  

2.2.4. Theories of Motivation for Workplace Productivity 

Dan Pink, author of Drive: The Surprising Truth about what motivates us delineates 

motivation into three easy-to-understand categories: autonomy, mastery, and purpose. 

Through this updated model, the space, skill set, and drive to attain a particular 

https://www.britannica.com/topic/business-organization
https://www.talentculture.com/leadership/3-tips-for-managers-to-achieve-business-goals/
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goal comprise the factors of motivation in a way that is more conducive within a 

professional environment.  

2.3 Firm Productivity Measurement 

Productivity, the efficiency with which inputs are converted into outputs, is a 

fundamental concept in economic analysis. Productivity growth is the basis for 

improvements in real income and welfare. The measures of levels and growth of 

productivity, therefore, represent important economic performance indicators. The 

economic theory of productivity measurement dates back to the works of Jan Tinbergen 

(1942, as cited in OECD Productivity Manual, 2001) and Robert Solow (1957). They 

developed productivity measures in the framework of a production function relating to 

the analysis of economic growth.  

2.4 Productivity Cycle 

Figure 2.4 shows the productivity cycle schematically. At any given time an organization 

that is in the midst of a going ‘’productivity program’ ’may be involved in one of the four 

stages or phases; Productivity measurement, Productivity Evaluation, Productivity 

planning and Productivity Improvement. (David J.Sumanth, Productivity Engineering 

and Management) 

 

 

 

 

 

 

 

 

 

Figure 2.4 The productivity cycle: Productivity measurement, evaluation, planning and improvement, 

which form a continuous process.  

An organization that begins the formal productivity program for the first time can begin 

with productivity measurement, once the productivity levels are measured, they have to 

be evaluated or compared against planned values. Based on this evaluation, target levels 

Productivity 

Improvement 

Productivity 

Measurement 

Productivity 

Planning 

Productivity 
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https://www.talentculture.com/leadership/3-tips-for-managers-to-achieve-business-goals/
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of productivity are planned on both short –and/ or long term basis. To achieve the 

planned targets, productivity improvement takes place in formal manner. 

In order to assess the degree to which the improvement will take place next period, 

productivity levels must be measured again. This cycle thus continues for as long as the 

productivity program operates in the organization. The table below shows the 

productivity cycle and contents respectively. 

Table 2.1 Productivity cycle 

Cycle  Content 

Measurement Focusing on Calculation of productivity value by measurer’s definition & scope. 

Evaluation Estimating the amount of productivity change between two discrete periods. 

Planning Devising short & long term plans in regards to future productivity. 

Improvement Performing actual productivity improvement process using several methods. 

Source – own based on literatures of productivity cycle, 2019 

2.5 Productivity Affecting Factors 

       2.5.1. Factors Affecting National Productivity 

At a national level, productivity indicates how well an economy uses its resources in 

producing goods and services. A decline in productivity can lead to slow economic 

growth and high inflation. On the other hand, improved productivity can lead to a higher 

rate of economic growth and higher living standards for a nation (Hans G, 2008).  

The following points are some of the factors that affect national productivity; 

2.5.1.1. Human Resources 

The general level of education is an important factor in industrial productivity, the use of 

computers and other sophisticated equipment and systems requires better educated 

employees, Aidah Nassazi (2013). Firms can help by sponsoring more education, 

especially in fields that directly affect productivity.  

2.5.1.2. Technology and Capital Investment 

The major factor in long range continuing productivity improvement is technology, and 

new technology depends on Research & Development. For industry or services to put 

new technology into use they must invest in new machinery and equipment. The 

application of motive power and mechanical improvements to the process of production 

has accelerated the peace of industrialization to an unprecedented degree, and has given 
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us the vision of the vast and unexplored frontiers that still lie ahead of us in the realm of 

applied science and technology (Syverson, 2011).  

Bearing in mind the above point, the government can do the following: 

(i) Promote R & D in Industries and Universities. 

(ii) Encourage personal savings and reduce taxes on profits so that people invest 

in new facilities 

(iii) Allow depreciation rates that will provide cash flow for new investment. 

(iv)  Directly encourage new investment through increased investment tax credits. 

2.5.2. Factors Affecting Productivity in Manufacturing and Services 

The generation and application of technological and organizational knowledge 

(innovation) are the main drivers of firm-level productivity growth. These determinants 

are broader than technology in an engineering sense. The choice of production 

technology and how production is organized, which are management decisions, play a 

crucial role in productivity performance. (Anthony & Gerhard 1992) 

A decline in productivity will result in an increase in costs and therefore deterioration in 

the competitive position of an organization. On the other hand, an improvement in 

productivity can lead to a decrease in the costs and duration of production, an 

improvement in quality, and therefore a growth in market share. There are several ways 

to improve productivity in organizations. However, the implementation of productivity 

improvement programs is not always successful. Factors that make productivity 

improvement efforts ineffective or even prevent improvement operations from taking 

place are called obstacles to productivity improvement. There are two types of obstacles: 

internal and external. Internal obstacles are those that originate inside the organization. 

Managers and stakeholders can usually control these. Examples of such obstacles include 

a lack of top management support and a lack of time and other resources. On the other 

hand, external obstacles are those that stem from outside the organization. Examples of 

these factors include governmental regulations and market conditions. It has been found 

that the development of productivity has a positive impact on poverty reduction and it has 

been done by two ways. First, salaries and earnings have been increased by increasing the 

productivity which results in poverty reduction and second, the rate of increase in prices 

has been controlled by productivity profits (Bernard & Jensen, Bernard, A. B., 

& Jensen, J. B. (2004)). 
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The factors affecting industrial productivity are inter-related and interdependent and it is 

a difficult task to evaluate the influence of each individual factor on the overall 

productivity of industrial units. The impact of certain important factors is briefly 

examined below: 

2.5.2.1. Product or System Design 

If through better product design, a product can be simplified by eliminating some of its 

parts; it is obvious that the material these pieces are made of will no longer be needed. 

Nor will the equipment, tooling, and labor to make them be required. Value Analysis can 

bring out many product design changes that improve productivity. R&D is a vital 

contributor to improved product design. Standardization of the product and the use of 

group technology arc other design factors that make possible greater productivity in the 

factory. 

2.5.2.2. Machinery and Equipment 

Once the product is designed, then how it is made offers the next opportunity for 

productivity improvement. The equipment used-machines, tools, conveyors, robots, the 

way the factory is laid out all are important. Computer has helped design the products 

(CAD), it helps operating complicated machine tools (CNC machines) and it controls the 

inventory of material and parts. It has become an essential ingredient in productivity 

improvement. 

2.5.2.3. The Skill and Effectiveness of the Worker 

The trained and experienced worker can do the same job in a much shorter time and with 

far greater effectiveness than a new one. So, manpower plays a significant role in raising 

industrial productivity in most of the industries. Conversely, if the labor force is not 

adequately qualified and/or is not properly motivated, all the steps taken to increase the 

industrial productivity will have no result the employees’ performance and attitudes have 

an immense effect on the productivity of any industrial unit.  

2.5.2.4. Managerial talent 

The significance of managerial talent has increased with the advancement in technology. 

Professional managers are required to make better use of the new technological 

development. Since the modern enterprises are run on a large scale, the managers must 
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possess imagination, judgment and willingness to take imitative. The managers should be 

devoted towards their profession and they should understand their social responsibilities 

towards the owners of the business, workers, customers, suppliers. Government, and the 

society this is essential if the managers want to manage their organizations effectively. 

The managers should have conceptual, human relations and technical skills in order to 

increases the productivity of the enterprise. 

2.5.2.5. Finance factor 

 Finance is the life-blood of any business; there should be a better control over both fixed 

and working capital. When the finance of a workplace is judiciously utilized the 

productivity will increase. 

2.5.2.6. Suppliers Issue 

Supplier selection is generally considered as five phase process starting from the 

realization of the need for a new supplier, determination and formulation of decision 

criteria; pre-qualification; final supplier selection; to the monitoring of the supplier 

selection (Choy and Lee, 2002). At first, evaluation and assessment task needs the 

identification of decision characteristics against which the potential suppliers are to be 

assessed. Next evaluation seals are selected in order to measure the appropriateness of a 

supplier. The next step is to assign weight to attributes to identify the significance and 

contribution of each criterion to the supplier evaluation and assessment. Then an attribute 

may comprise of several sub attributes. The last stage is to evaluate potential suppliers 

against the characteristics identified at the beginning (Choy and Lee, 2002). 

2.6 Automobile Manufacturing 

The pioneer automobile manufacturer not only had to solve the technical and financial 

problems of getting into production but also had to make a basic decision about what to 

produce. After the first success of the gasoline engine, there was widespread 

experimentation with steam and electricity. For a brief period the electric 

automobile actually enjoyed the greatest acceptance because it was quiet and easy to 

operate, but the limitations imposed by battery capacity proved competitively fatal. 

Especially popular with women, electric cars remained in limited production well into the 

https://www.britannica.com/technology/electric-automobile
https://www.britannica.com/technology/electric-automobile
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1920s. One of the longest-surviving makers, Detroit Electric Car Company, operated on a 

regular basis through 1929. 

Steam power, a more serious rival, was aided by the general adoption, after 1900, of the 

so-called flash boiler, in which steam could be raised rapidly. The steam car was easy to 

operate because it did not require an elaborate transmission. On the other hand, high 

steam pressures were needed to make the engine light enough for use in a road vehicle; 

suitable engines required expensive construction and were difficult to maintain. By 1910 

most manufacturers of steam vehicles had turned to gasoline power.  

The automobile industry overall generates a large portion of its profits not only from 

financing but from other product-related service activities such as insurance and repairs 

(Gadiesh & Gilbert, 1998).The industry lifecycle provides a means to think about the 

relationship of services, uncertainty, and complexity, as well as these competitive 

dynamics, despite the fact that not all industries exhibit lifecycle effects and that even 

within an industry, lifecycle effects may be different depending for different countries or 

institutional settings (Murmann & Homburg, 2001). Ethiopia yields about 8,000 

commercial and other vehicles a year for the home market, about a quarter of which are 

cars. But executives say they have capacity to make more if they could obtain extra 

foreign exchange to import kits in greater numbers. The nation imported more than 

38,000 assembled cars in 2015, a more than 50 percent increase comparing with 2014 

(Aaron Maasho, 2016). 

2.6.1. Car 

A car is a wheeled, self-powered motor vehicle used for transportation and a product of 

the automotive industry. Most definitions of the term specify that cars are designed to run 

primarily on roads, to have seating for one to eight people, to typically have four wheels 

with tyres, and to be constructed principally for the transport of people rather than goods 

(Fowler, F.G., eds. (1976). The year 1886 is regarded as the birth year of the modern car. 

In that year, German inventor Karl Benz built the Benz Patent-Motorwagen. Cars did not 

become widely available until the early 20th century. One of the first cars that were 

accessible to the masses was the 1908 Model T, an American car manufactured by the 

Ford Motor Company. Cars were rapidly adopted in the United States of America, where 

they replaced animal-drawn carriages and carts, but took much longer to be accepted in 

Western Europe and other parts of the world (https://en.wikipedia.org/wiki/Car). Cars are 

https://www.britannica.com/technology/boiler
https://en.wikipedia.org/wiki/Motor_vehicle
https://en.wikipedia.org/wiki/Transportation
https://en.wikipedia.org/wiki/Automotive_industry
https://en.wikipedia.org/wiki/Tyre_(wheel)
https://en.wikipedia.org/wiki/Karl_Benz
https://en.wikipedia.org/wiki/Benz_Patent-Motorwagen
https://en.wikipedia.org/wiki/Ford_Model_T
https://en.wikipedia.org/wiki/Ford_Motor_Company
https://en.wikipedia.org/wiki/Draft_animal
https://en.wikipedia.org/wiki/Carriage
https://en.wikipedia.org/wiki/Car
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equipped with controls used for driving, parking, passenger comfort and safety, and 

controlling a variety of lights. Over the decades, additional features and controls have 

been added to vehicles, making them progressively more complex. Both fuels cause air 

pollution and are also blamed for contributing to climate change and global 

warming. Vehicles using alternative fuels such as ethanol flexible-fuel 

vehicles and natural gas vehicles are also gaining popularity in some countries. Electric 

cars, which were invented early in the history of the car, began to become commercially 

available in 2008. There are costs and benefits to car use. The costs of car usage include 

the cost of: acquiring the vehicle, interest payments (if the car is financed), repairs 

and auto maintenance, fuel, depreciation, driving time, parking fees, taxes, and 

insurance.  

The costs to society of car use include: maintaining roads, land use, road congestion, air 

pollution, public health, health care, and disposing of the vehicle at the end of its life. 

Road traffic accidents are the largest cause of injury-related deaths worldwide (Peden M; 

Scurfield R; Sleet D (eds.) (2004)). 

Elements of Automobile Manufacturing are consists of cost, durability, product 

development, process development, flexibility, facilities/equipment, technology & 

process, workforce & organization, logistics and supply chain, research & engineering, 

interfaces.  

The beginning of road transport in Ethiopian is related with the import of the first 

automotive to the country in the history of Ethiopia, the first automotive was brought to 

the country in 1908 during the reign of Emperor Menilik (Aaron Maasho, 2016). The car 

was brought from Britain and the foreigner is Mr. Bentley. In 1904 e.c Dagimawi 

menelik received a present from the king of Austria, which is operates with steam energy. 

Currently, Ethiopia imports all of its automotive (vehicles and machines) needs. It doesn't 

manufacture except that of some companies only assemble and build bodies for buses and 

dry cargo (Aaron Maasho, 2016). 

2.6.2. Assembling Plant and Assembling Lines 

An assembly line is a manufacturing process (most of the time called a progressive 

assembly) in which parts (usually interchangeable parts) are added as the semi-finished 

https://en.wikipedia.org/wiki/Air_pollution
https://en.wikipedia.org/wiki/Air_pollution
https://en.wikipedia.org/wiki/Climate_change
https://en.wikipedia.org/wiki/Global_warming
https://en.wikipedia.org/wiki/Global_warming
https://en.wikipedia.org/wiki/Alternative_fuel
https://en.wikipedia.org/wiki/Ethanol_fuel
https://en.wikipedia.org/wiki/Flexible-fuel_vehicle
https://en.wikipedia.org/wiki/Flexible-fuel_vehicle
https://en.wikipedia.org/wiki/Natural_gas_vehicle
https://en.wikipedia.org/wiki/Electric_car
https://en.wikipedia.org/wiki/Electric_car
https://en.wikipedia.org/wiki/Auto_maintenance
https://en.wikipedia.org/wiki/Depreciation
https://en.wikipedia.org/wiki/Parking_fee
https://en.wikipedia.org/wiki/Maintaining_road
https://en.wikipedia.org/wiki/Land_use
https://en.wikipedia.org/wiki/Road_congestion
https://en.wikipedia.org/wiki/Public_health
https://en.wikipedia.org/wiki/Manufacturing
https://en.wikipedia.org/wiki/Interchangeable_parts
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assembly moves from workstation to workstation where the parts are added in sequence 

until the final assembly is produced.  

By mechanically moving the parts to the assembly work and moving the semi-finished 

assembly from work station to work station, a finished product can be assembled faster 

and with less labor than by having workers carry parts to a stationary piece for assembly. 

Assembly lines are common methods of assembling complex items such 

as automobiles and other transportation equipment, household appliances and electronic 

goods. (https://en.wikipedia.org/wiki/Assembly_line) 

The principles of assembly are these: 

1. Place the tools and the men in the sequence of the operation so that each 

component part shall travel the least possible distance while in the process of 

finishing. 

2. Use work slides or some other form of carrier so that when a workman completes 

his operation, he drops the part always in the same place which place must always 

be the most convenient place to his hand and if possible have gravity carry the 

part to the next workman for his own. 

3. Use sliding assembling lines by which the parts to be assembled are delivered at 

convenient distances. (Ford, Henry & Crowther, Samuel,1922). 

An assembly line is a line of factory workers and equipment that produces a product as it 

moves consecutively from station to station on the line until completed. Assembly line 

methods have become considerably more sophisticated since the first moving assembly 

lines were introduced in the automobile industry in the early part of the 20th century. 

Assembly line methods were originally introduced to increase productivity and efficiency 

by reducing the amount of manufacturing time required to produce a finished product. 

Advances in assembly line methods have the same objective to increase throughput, or 

the number of products produced in a given period. While assembly line methods apply 

primarily to manufacturing processes, they can also be applied to other areas of business 

ranging from product development to management. 

A key factor in the development of the moving assembly line was the mechanization of 

materials handling. Before power-driven conveyors were introduced to move materials in 

the automobile industry, they were commonly used in such industries as brewing, 

milling, canning, and meatpacking. The first power-driven conveyors in the Ford factory 

https://en.wikipedia.org/wiki/Automobile
https://en.wikipedia.org/wiki/Transportation
https://en.wikipedia.org/wiki/Household
https://en.wikipedia.org/wiki/Consumer_electronics
https://en.wikipedia.org/wiki/Consumer_electronics
https://www.referenceforbusiness.com/knowledge/Throughput.html
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transported materials to individual workstations. Later they moved parts while workers 

worked on them. As new assembly line methods are introduced into manufacturing 

processes, business managers look at the techniques for possible application to other 

areas of business. One such application is called Joint Application Development, or JAD. 

It is a process originally developed for designing a computer-based system. It brings 

together those working in business areas and those working in the information technology 

area into a single workshop. The advantages of JAD include a dramatic shortening of the 

time it takes to complete a project. The JAD process does for computer systems 

development what Henry Ford did for the manufacture of automobiles (a method of 

organizing machinery, materials, and labor so that a car could be put together much faster 

and cheaper than ever before the assembly line), In a similar way the fundamentals of 

assembly line theory have been applied to business processes with success. These new 

methods of organizing work all share the common goal of improving throughput by 

reducing the amount of time individual workers and their machines spend on specific 

tasks. By reducing the amount of time required to produce an item, assembly line 

methods have made it possible to produce more with less. Below are listed the four 

common types of assembly lines still in use today;  

 Classic 

A classic assembly line is the sort of manufacturing process early car manufacturers like 

Ford made memorable. This type of assembly line uses a number of steps, performed by 

different workers, to create a single product. That product is usually large and/or 

complex. Regardless of size or complexity, however, each product is essentially identical. 

Again, cars are a great example. A car is not a simple thing to build, but every car with 

the same make, model, and year feature all the same parts in the same places. 

 Automated 

An automated assembly system might look a lot like a classic one, but it features one 

critical difference. There are fewer humans and more machines. Machines governed by 

computers almost entirely staff today’s automated systems.  
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 Intermittent 

Unlike the previous two assembly line types, intermittent assembly does not produce 

identical products. Although products are very similar, this type of manufacturing allows 

customization and variety. Furniture may come in various colors and materials. Some 

items may feature special, decorative details or special upholstery fabric. Intermittent 

assembly allows manufacturers to assemble similar parts quickly while leaving room for 

customization. Many manufacturing plants and builders use this technique for partial 

assembly. 

 Lean 

Like automated lines, lean assembly lines adapt classic assembly techniques. In lean 

assembly, products still come together piece by piece. However, teams of workers man 

each station instead of individuals. As a result, it makes assembly vastly easier for a 

range of different products, especially big, complicated items. Team members move 

around to different tasks, and assignments change periodically. Fig. 2.6 illustrates linear 

assembly line process. 

 

Figure 2.6 Linear Assembly Line Process Flow 
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Assembly of some 2000-3000 interior and exterior parts as well as major components is 

fitted on painted body in assembly plant that is generally constituted of: Trim Line, 

Chassis Line, and Final Assembly Line. Trim line assembly operations are carried out in 

logical sequence and differ from manufacturer to manufacturer. The car bodies from trim 

line are picked up by overhead conveyor of chassis line that may be power and free type. 

In final assembly, all the remaining fitments are carried out. With equipment dependent 

on sophistication level, the different consumables are injected in the car to the desired 

quantity measure. Items are Engine oil, Transmission oil, Gasoline/diesel, Window 

washer liquid, Radiator liquid, Brake oil. Different parts are handled in different ways. 

Some require bolting; others are just inserted, till others are fitted together. Sealing, 

wiring and other processes are also carried out. Basic assembly work consists of 

compound operations which include grasping, handling, positioning and adjusting of 

parts. Each of these operations requires many closely controlled steps to assure high 

quality. Control of position and attitude is also required in adhesive application and 

similarly for alignment of head lamp. 

With increased competition in the automobile market, more attention has been given to 

managing variations in automobile body assembly processes. Dimensional variation 

affects fit quality and functionality. Typically, the automobile body assembly process 

comprises numerous steps, utilizing 300-500 compliant sheet metal parts, 50-120 

assembly stations and 3000-6000 spot welds. Each step in the process is capable of 

contributing a degree of variation. Those variations in turn act on one another to 

compound distortion in the final products. The complexity of this interaction places 

severe demands on the existing methods of simulation, which currently fall far short of 

satisfaction. (Min Hu, Zhongqin Lina et.al, 2001). 

     2.6.3. Assembling Line Process Flow of Belayab Motors PLC 

The assembling line process of the company is categorized under classic assembly line, 

as the assembling progress is passing through a number of steps and by different workers 

to create a single product. When we observe the classic one with the automated system, 

classic assembling process is performed by completely by involvement of humans & the 

automated is done with not only by humans but also with involvement of machines. So, 

involvements of machineries like pneumatic operated, electrical, hydraulic and also 

robotic systems are not only able to decrease injuries on workers results from unsafe 
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environment but also make the company competent with the new entrants & makes its 

business sustainable. Accordingly automated systems are more suitable in the future use 

to speed up the assembling process while decreasing time usage & also can minimize 

errors arise from humans as the process is done with the involvement of machineries. Fig. 

2.6.3 shows the assembly flow or assembling line process of Belayab motors PLC. 

 

 

Fig 2.6.3 Belayab motors Vehicle assembling line process flow 

 

2.6.3. Spare Part Availability 

Firms with a well-aligned spare parts logistics strategy can add value for their customers 

beyond primary product benefits, thus building long-term customer loyalty and achieving 

high profit margins (P. Johansson and J. Olhager, June 2004). 

Drawing on Christopher’s (2005) definition of logistics, spare parts logistics of the 

manufacturer contains the market-orientated planning, design, realization, and control of 

the spare parts supply and distribution, along with associated information flows within a 

firm and between the firm and its network partners. Therefore, spare parts logistics aims 

at a demand-driven, cost-minimal provision of the required spare parts for the defective 

or preventive maintenance of primary products to ensure an optimal level of availability 

or reliability of the product. 

2.6.4. Robotic Technology 

The typical automotive assembly facility has been permanently transformed by the 

advent of robots; harsh, unsafe, conditions have been mitigated while simultaneously 
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freeing up workers for tasks that are more enjoyable and less stressful. Well documented 

transformations include the body shop, where sheet metal is welded into a structure, and 

the paint shop, where the vehicle structure is painted (Akella, Prasad, and Peshkin, 1999). 

In sharp contrast, other areas have gone untouched for over three decades; pneumatic 

tools are still in vogue. The general assembly (GA) area, where the engine and cockpit 

sub-systems and seats and tires are integrated with the painted shell is an excellent 

example of such an area. Similarly, pneumatic material handling tools dominate in the 

warehousing industry (Akella, Prasad, and Peshkin, 1999). There are very few models 

now whose demand is large enough to justify dedicating an entire plant to their 

production, and the importance of flexibility in a hypercompetitive automotive industry is 

at an all-time high (Chappell 2005). 

2.6.5. Human Capital (Ergonomics) 

Human factors and ergonomics (commonly referred to as HF&E), also known as comfort 

design, functional design, and systems, is the practice of designing products, systems, or 

processes to take proper account of the interaction between them and the people who use 

them. The International Ergonomics Association(IEA) defines ergonomics or human 

factors as follows: Ergonomics (or human factors) is the scientific discipline concerned 

with the understanding of interactions among humans and other elements of a system, 

and the profession that applies theory, principles, data and methods to design in order to 

optimize human well-being and overall system performance.  

2.7 Market and Consumers Buying Behavior 

The provision of services allows firms in the industry to lower the buyers’ upfront 

investment in learning and adapting to new products and technology, while at the same 

time learn about the evolving buyers’ needs what Dougherty has termed the “technology-

market linking” (1992: 181). There are two factors mainly influencing the consumers for 

decision making: Risk aversion and innovativeness. Risk aversion is a measure of how 

much consumers need to be certain and sure of what they are purchasing (Donthu and 

Gilliland, 1996). Highly risk adverse consumers need to be very certain about what they 

are buying. Whereas less risk adverse consumers can tolerate some risk and uncertainty 

in their purchases. The second variable, innovativeness, is a global measure which 

https://en.wikipedia.org/wiki/International_Ergonomics_Association
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captures the degree to which consumers are willing to take chances and experiment with 

new ways of doing things (Donthu and Gilliand, 1996).The shopping motivation 

literature is abound with various measures of individual characteristics (e.g., innovative, 

venturesome, cosmopolitan, variety seeking). 

Accordingly stated in Liviana Andreea Nimineț (2013) there are new perspectives on 

automotive market segmentation, which is proposed dependently on the psychological 

attitudes of the consumer. Thus it identifies three types of automotive customer:  

1. The functional automotive buyers, this segment consider automotive instruments that 

satisfy the need of free movement. 

2. Sportive automotive buyers are the ones that need not only a car but a fast, performing 

car to feed up their adrenaline need.  

3. Social automotive buyers. For this segment the social dimension of purchasing a car is 

the most important.  

There are decisions regarding the product, price, place and promotion, which are also 

called the 4Ps or the marketing mix in the marketing language. 

2.7.1. Price 

Price is one of the key factors of the marketing mix as it represents what a company earns 

in return for its efforts. Its setting is to be regarded with care as both undercharging (lost 

margin) and overcharging (lost sales) can have dramatic effects on the profitability. 

2.7.2. Product 

The company’s product is the core element in the marketing mix as it provides the 

functional elements that are received by the customer. The product itself will be one of 

the main drivers on consumer’s decision whether to purchase a certain vehicle and 

therefore has a major effect on sales. Cars have several features, which are listed below 

that can have effect on their sales performance (Op.cit, 2005). 

i. Quality 

According to the Quality Gurus Juran and Crosby quality is “fitness for purpose” or 

“conformance to specifications” respectively. This would mean a good quality product 

satisfies or delights the customer and its production lies within the given specifications. 

ii. Innovation and Technology 

Innovation is the introduction of new ideas, goods, services and practices which are 

intended to be useful. In the car industry, technology and innovation play an important 
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role as they improve standards of driving. There are three main categories innovation can 

have an impact on. The first category is the performance and the economy of the 

motorization. The second category is the improvement of safety, which improves the 

security for passengers. Finally, in the last category are technological developments that 

support the driver and make using a vehicle more comfortable and easier. 

iii. Handling/ Performance of Engine 

The handling of a vehicle would define how well a vehicle performs adjustments on the 

steering wheel, particularly during cornering. Sporty cars are generally harder suspended 

and show better performance taking corners while standard cars have more comfortable 

suspensions and are not performing as good in corners. 

iv. Economy of Engine 

The economy of an engine is usually related to its performance. The greater the 

performance the bigger the engine the more fuel the engine consumes. With current 

ecological problems of the greenhouse effect, shrinking oil resources and rising petrol 

prices the economy of engines is playing a more important role than ever. Also smaller 

fuel-efficient engines are offered lower insurance and tax premiums. Especially in the 

lower market segments, low fuel consumption is a driving factor for sales as the budget 

for purchase and running costs play a more important role to the consumer.  

v. Safety 

The safety of a vehicle is defined by the security it provides to the passengers in 

dangerous situations or a collision. Safety can be improved by developing features that 

help prevent accidents or protect the passengers in case of one. By developing safety 

features like ABS (Antiskid Brake System), SRS (Supplementary Restraint System) or 

the airbag Mercedes Benz could create a very positive image for itself. 

vi. Design and Aesthetics 

A design is responsible for the appearance of a product and seems to be a very important 

feature in any market segment. Every customer would want his vehicle to be aesthetically 

pleasing. Of course there might be variation in taste and in importance as other features 

might be tradeoffs. 

2.7.3. Place 

Place is the part of the marketing mix that involves decision concerning the distribution 

channels to be used for a product, their management, their location, logistics and 



24 
 

inventories to be held. The objective is to provide the product in the required quantities, 

at the right time and place. In the automotive industry each manufacturer keeps an 

exclusive distribution network where its dealers are mainly independent enterprises tied 

to certain brands by contract. The distributors’ management and their location lie mostly 

in their own responsibility. 

2.7.4. Promotion 

Promotion is the final aspect of the marketing mix, dealing with the customer awareness 

and relation to the product and the brand. Decisions are made with respect to the 

promotional mix, which involves advertising, personal selling, sales promotion, direct 

marketing, and Internet and online promotion. In the automotive industry promotion is 

taken as a serious subject and usually all manufacturers have specially designed 

marketing departments that work closely together with other departments to tackle these 

tasks (Op.cit, 2005). 

The promotional component of marketing involves four basic tools: Advertising, sales 

promotion, personal selling and publicity. 

Having the above explanations related with marketing issues, the company uses the 4Ps 

for its business activities & to have advantages over its competitors, but the companies’ 

main focus is delivery of different brand and size of vehicles and also whenever 

necessary according the specifications of buyers from governmental & private 

companies, the company can provide needed vehicles by contacting suppliers. By this 

regard, the company has better performance on tender sales for governmental & different 

private organizations.  

2.8 Opportunities and Challenges to improve Productivity 

2.8.1. Opportunities to improve productivity of the company 

Ethiopia is among Africa’s most impressive growth performers over the past decade 

averaging 10.9% annual growth between 2005 and 2015. With a GDP of US$63 billion 

in 2015 it is the ninth largest economy in Africa and the third largest in Eastern Africa. 

After Nigeria, the country is also home to the continent’s second largest population of 90 

million people in 2015 and a forecasted 100 million in 2020. Undoubtedly, Ethiopia is a 

relatively untapped investment opportunity in Eastern Africa especially in the 

manufacturing sector. The government’s economic development strategy is highly 
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regarded internationally. Premised on sound macroeconomic policies, the strategy 

focuses on economic diversification by promoting agriculture and industrial 

development, and the creation of a business environment that is conducive to investment, 

supported by sizeable infrastructure development. (Deloitte Africa Automotive Insights, 

2016). The idea of developing comprehensive manufacturing industry was started post 

1991.  The appropriate government policies and strategies is one of the opportunities that 

helped Ethiopia to develop the manufacturing sector.  

These incentives encourage productivity particularly in the textile industry that has 

performed well in the past two years of the second Growth and Transformation Plan. 

According to the Central Statistics Agency (CSA), the manufacturing sector grew by 11.9 

percent and contributed to the Gross Domestic product 36 percent. It is also crystal clear 

that the large and medium manufacturing sectors have got a special attention through the 

industrial park developments in different parts of the country. This is another opportunity 

for the sector to develop its productivity and competitiveness. The expansion of Industrial 

parks coupled with the previously established industrial zones could play a remarkable 

role in promoting   the manufacturing sector making easy to both public and private 

investments.  

In this regard, different international organizations and media have persistently 

commending the boosting manufacturing sector in Ethiopia.  International organizations 

like World Bank and the International Monetary Fund reported the booming manufacture 

in Ethiopia every year. CNN, BBC, The economist, The Financial Times and Quartz are 

some among many international organizations that have reported about this progress 

recently. From 1998, the Ethiopian Investment Commission reports that 73 domestic 

vehicle assembly investment project and 31 foreign vehicle investment projects have 

been licensed, but only a few are operational. Ethiopia’s automotive market is dominated 

by second-hand imported vehicles particularly commercial vehicles. Commercial 

vehicles were Ethiopia’s second most valuable import overall in 2015, worth US$875 

million. On the other hand, commercial vehicles were also Ethiopia’s highest earning 

automotive export in 2015. This can largely be attributed to Bishoftu Automotive 

Industry (BAI), an automotive manufacturing and assembly company run by the 

Ethiopian military. BAI specializes in assembling, upgrading, overhauling and localizing 

buses, pick-ups, SUVs, trucks and military equipment such as tanks and armored 
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personnel carriers (APCs). Small quantities of commercial vehicles have been exported to 

neighboring Somaliland. (Tesfaye Lemma, Opportunities & challenges in the 

manufacturing sector). Although a number of assemblers source some components such 

as tires locally. Despite being home to the continent’s second largest population, the 

overall automotive market size remains small in the short to medium term for current and 

prospective assemblers and producers. However, Ethiopia’s strong government support 

for industrialization and the development of auxiliary industries coupled with a large cost 

competitive labor pool, and sizeable investments in infrastructure (both physical and 

economic) could position the country favorably for automotive manufacturing in the long 

term to service both the regional and domestic market with price competitive vehicles.  

Belay Ab Motors Plc presented the lowest price to supply 400 replacement motors for the 

high-powered vehicles government officers have been banned from using in Addis 

Ababa. The Public Procurement & Property Disposal Service, buying the vehicles on 

behalf of the Ministry of Finance & Economic Cooperation (MoFEC), started the 

financial offer on February 09, 2018, at its grounds at Sidist Kilo. Belay Ab began for 

over ten years and offered the lowest amount to supply cars worth around 350 million Br 

in three lots. The first lot was shipped in early January and included 240 automobiles 

with 1,600 CC engines and the second lot, 110 cars with 1,800 CC engines and third lot, 

50 vehicles with 2,000 CC engines. Belay Ab for its part uses a semi-knocked down 

(SKD) system in which parts of the car that have been partially put together are shipped 

to be assembled for sale to customers 

2.8.2. Challenges to improve productivity of the company 

The  automotive  industry  will  have  immense  contribution  to  the  growth  of  the  

national economy if it is well addressed and supported with attractive incentives, Job 

creation market  access and saving foreign currency. The major problems observed in the 

automotive sector are in the areas of Government regulation, lack of adequate road 

infrastructure, absence of trained manpower and lack of adequate financing facilities. 

(Viswa Mohan Pedagopu, January 2018). 

The industrialists blamed the government’s policy of double taxation as the major cause 

for the market stagnations they face. Particularly those engaged in assembling Chinese 

origin automobiles blame the double excise tax which is levied on imports of knocked 

https://www.cargebeya.com/buy-Cars-in-Ethiopia-Addis%E2%80%93Ababa
https://www.cargebeya.com/buy-Cars-in-Ethiopia-Addis%E2%80%93Ababa
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down parts as inputs and again on finished products. (While the Ethiopian Revenue and 

Customs Authority regulation in calculating excise tax payable on vehicles assembled 

locally says, the tax paid on import of inputs that are used to produce such goods shall be 

deducted. Ethiopia imposes an excise tax of 30 % for vehicles up to 1,300cc, 60Pct for 

1,300-1800cc and 100Pct for 1801cc on imported vehicles.) 

The main drivers of new commercial vehicle sales are construction, agri-business and 

retail while passenger vehicle sales are driven by government (including diplomatic 

corps) purchases. Vehicle affordability is further locked up by prohibitively high vehicle 

taxes of sometimes more than 220% depending on engine size. As taxes in Ethiopia are 

cumulative, excise tax is calculated on the customs duty, surtax is charged on top of the 

excise tax, and customs duty and final VAT is calculated once the surtax, excise tax and 

customs duty have been added. Imported vehicles may cost as much as three times the 

retail price of the vehicle outside of the country. Table 2.2 illustrates tax rates for vehicle 

import in Ethiopia based on engine performance or Cubic Centimeter (CC) and this 

indicates that, the taxation system is based on CC of the engine regardless of vehicle 

model. 

Table 2.2 Tax rate for vehicle imports in Ethiopia 

N

o 

Description Customs 

duty 

Excise 

tax 

 

Surtax 

                              

VAT 

1 Cylinder capacity 1 000 – 1 300cc 35% 30% 
 

10% 

 

15% 

2 Cylinder capacity 1 301 – 1 800cc 35% 60% 
 

10 % 
15% 

3 Cylinder capacity 1 801 – 3 000cc 35% 100% 
10% 

 

 

15% 

4 Cylinder capacity >3 000cc 35% 100% 
10 % 

 

 

15% 

5 
C-cabin and single cab, carrying  capacity 

not exceeding 1 500kg 
35% 0% 

 

0% 

 

15% 

6 
Public transport – seating capacity ≤ 15   

passengers                                
35% 0% 

0% 

 

 

15% 

7 
Public transport – seating capacity > 15 

passengers 
10% 0% 

0% 

 

 

15% 

8 Truck 10% 0% 
0% 

 

 

15% 

9 SKD 5% 
Similar to 1–8, depending on 

cylinder and seat capacity 

10 Duty-free vehicles  Free of any tax 

Source: Ethiopia Revenue and Customs Authority, 2017 
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The major contributors for the slow growth of the automotive industry and the main 

obstacles one faces in the marketing of automobiles are as follow: 

 Government regulation not favorable with respect to high customs duties and 

cumber some bureaucracy in licensing processes.  

 There is lack of foreign currency, as forex is controlled & restricted for action by 

the end-user 

 The road infrastructure is at low standard 

 There is lack of capable trained man power in the sector. Moreover, the industry 

suffers from lack of incentive in promoting local manufacturing of automotive. 

 The public is biased towards imported automotive than locally assembled products. 

 There is stiff competition in very limited areas of operations. 

 Import and export volume is unbalanced. 

 Fluctuating demand 

 Lack of capacity in repair and maintenance 

 Lack of adequate bank finance 

 The low level of purchasing power in the country 

Regarding with the above listed obstacles as revealed by the result of the thesis, the 

following are main challenges for the case company Belayab Motors PLC; high customs 

duties (higher taxation system since the taxation system is calculated based on engine 

size), lack of foreign currency, Public biasness towards imported & used vehicles than 

locally assembled products. 

2.9 After-Sales Service and Maintenance Complexity 

According to Posselt and Eitan (2005), improved customer satisfaction will lead to 

improved customer loyalty, which will eventually improve profit. In order to satisfy our 

customers, we have to focus on effective customer services to meet their needs. 

According to Singh (2006), customer satisfaction does have a positive effect on an 

organization’s profitability. The consequences of not satisfying customers can be severe. 

Dissatisfied consumers can decide to discontinue purchasing the good or service and 

complain to the company or to a third party and perhaps return the item, or engage in 

negative word-of-mouth communication. According to Anderson and Jacobsen (2000 

cited in Singh, 2006), customer loyalty is the result of an organization creating a benefit 
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for a customer so that they will maintain or increase their purchases. According to 

Loomba (1998), the main objective of the after-sales is to keep the customer satisfied 

through trust, credibility and sense of security conveyed by the organization, and building 

lasting relationships that contribute to increased performance for sustainable results. 

However, most of the business organizations are not aware about the after-sales service 

factors and its impact towards the customer satisfaction. Failing to realize the importance 

of the factors can lead to a disastrous and threatening business relationship. This may 

lead dissatisfied customers switch to a competitor or the company lose potential for new 

customers due to negative word-of-mouth effect. Hence, every business should know the 

objective and importance of having after sale service and implement it to satisfy 

customers and make them loyal. According to Kotler (2002), attracting a new customer is 

five times greater than the cost to keep a current customer happy. 

2.10 Conclusions 

In general, productivity development in the Vehicle assembling industry has shown 

improvement from time to time but also leaving much room for advance Bernolak 

(1997). The paper first explains the meaning of productivity and related terms. The 

characteristics of productivity measurement are then considered and tested by analyzing 

the state of productivity in the Vehicle assembling sector. 

At a macro level, productivity can be used to explain the national growth; however, it 

does not explain the productivity differences across industry sectors. Consequently, 

productivity is an inadequate measure of industry success and should be used solely to 

identify improvement targets and control activities at a micro level, that is, within 

companies and at the level of their internal processes Grossman, (1993). 

Productivity is often confused with efficiency. Efficiency is generally seen as the ratio of 

the time needed to perform a task to some predetermined standard time. However, doing 

unnecessary work efficiently is not exactly being productive. It would be more correct to 

interpret productivity as a measure of effectiveness (doing the right thing efficiently), 

which is outcome-oriented rather than output-oriented. 

Productivity improvement can be achieved in a number of ways. If the level of output is 

increased faster than that of input, productivity will increase. Conversely, productivity 

https://www.referenceforbusiness.com/knowledge/Determinism.html
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will be increased if the level of input is decreased faster than that of output. Also, an 

organization may realize a productivity increase from producing more output with the 

same level of input. Finally, producing more output with a reduced level of input will 

result in increased productivity. 

2.11 Empirical Review  

Africa’s automotive market1 is relatively small. In 2014, there were just over 42.5 

million registered vehicles in use in Africa – a continent of approximately one billion 

people. As a result, the motorization rate on the continent is only 44 vehicles per 1 

000inhabitants. This is far below the global average of 180 vehicles per 1 000 inhabitants, 

and lower than other developing regions such as Latin America (176) and Developing 

Asia, Oceania and the Middle East ( Delloite Africa, Automotive Insights, 2016. 

Recent studies such as Sandeep Gohil (2012) revealed that one of the significant findings 

in the productivity literature is the existence of widespread variations in productivity and 

efficiency levels across establishments and firms. Abegaz (2013), in his study of 

technical efficiency and total factor productivity (TFP) in the Ethiopian manufacturing 

sector, found wide dispersion of efficiency and TFP levels among firms. Similarly, John. 

Schermerborn, Jr, (1993) presented evidence of substantial technical efficiency variations 

in the sector. This prompts the question, what explains such productivity differentials 

among firms. The literature provides various factors affecting productivity and 

productivity growth of firms. These include factors internal and external to the firm.  

2.11.1 Global Emergence of Car Assembling Enterprises 

One of the main drivers of global integration has been the consolidation and globalization 

of the supply base. In the past, multinational firms either exported parts to offshore 

affiliates or relied on local suppliers in each location, but today global suppliers have 

emerged in a range of industries, including motor vehicles (Sturgeon and Lester, 2004). 

Supplier consolidation at the worldwide level has not progressed as far as in North 

America, but it has picked up speed in recent years as the formation of new global lead 

firms and groups, such as Daimler Chrysler in 1999 (a deal that was undone in 2007), 

Nissan-Renault in 1998, and Hyundai-Kia in 1999 lead to some slow and partial 

consolidation and integration of formerly distinct supply bases (J. Sturgeon & 

Biesebroeck, 2010).  
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With the recent economic crisis, some of these acquired companies are now being sold 

off; Saab and Volvo are two examples, partially reversing this trend. On the other hand, 

some of the industry’s largest mergers, such as the alliance between Renault and Nissan, 

appear to be quite stable (J. Sturgeon & Biesebroeck, 2010).  

Suppliers with a global presence can try to concentrate their volume production of 

specific components in one or two locations and ship them to plants close to their 

customers’ final assembly plants where modules and sub-systems are built up and sent to 

nearby final assembly plants as needed (J. Sturgeon & Biesebroeck, 2010). Within 

countries, automotive production and employment are typically clustered in one or a few 

industrial regions. In some cases these clusters specialize in specific aspects of the 

business, such as vehicle design, final assembly, or the manufacture of parts that share a 

common characteristic, such as electronic content or labor intensity. To sum up the 

complex economic geography of the automotive industry, that global integration has 

proceeded the farthest at the level of buyer-supplier relationships, especially between 

automakers and their largest suppliers (J. Sturgeon & Biesebroeck, 2010). Here below we 

will look on trends and experiences of some countries on the vehicle assembling sector. 

2.11.1.1 Experience of Kenya 

The Kenyan government has identified the automotive and auto parts industry as a major 

economic driver in the Kenya National Industrialization Policy Framework released in 

2010. In order to build up its automotive industry, the framework identified five policy 

statements: 

 The development of a 40 hectare automotive industrial park in Machakos. 

  Providing incentives to encourage locally assembled vehicles and the production 

of autos parts in order to gradually replace imported secondhand vehicles with 

locally assembled vehicles. 

 The establishment of a National Automotive Industry committee which would be 

tasked with developing the automotive value chain and coordinating the industry. 

 Impose high tariffs on automotive parts that could rather be produced locally to 

encourage the growth of a local industry; and 

 Set up a joint venture with an established automotive manufacturer by 2016 with 

the goal of domesticating the company within ten years. 
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While to date, most of the goals are yet to be realized, the government has devised a 

number of policies such as a 30% local input requirement for locally assembled vehicles. 

The Kenyan government has also committed to supporting entrepreneurs in the 

automotive components industry, developing the auto components supply chain, placing 

high tariffs on imported automotive components that could be manufactured locally and 

the formation of a national automotive industry board. 

2.11.1.2 Experience of Nigeria 

Nigeria is no stranger to automotive assembly and manufacturing. Already in the 1970s 

Nigeria started assembling motor vehicles. In the 1970s and 1980s, the federal 

government of Nigeria partnered with six international automotive and commercial 

vehicle manufacturers to produce passenger and commercial vehicles locally from 

(Complete Knock Down) CKD kits. According to the National Automotive Council 

(NAC) these six companies had an initial installed capacity of 149 000 units per annum 

during the 1970s and 1980s. 

Nigeria’s NAIDP, which was gazette on 29 January 2014, forms part of the five-year 

Nigerian Industrial Revolution Plan (NIRP), which was officially launched by former 

President Goodluck Jonathan on 11 February 2014. The NAIDP was developed in 

consultation with existing local vehicle assemblers and international carmakers, as well 

as government entities of countries that successfully used policy measures to develop 

their automotive industries. The content of the policy was made available to the public on 

2 October 2013. 

In its current form the plan focuses on the following elements: 

 Industrial infrastructure development, in particular supplier parks and clusters. 

 Skills development 

 Homologation certification and standards 

 Investment promotion, including fiscal measures 

 Domestic market development 

The fiscal measures which include a sliding-scale of tariffs and levies came into effect in 

July 2014 and follow the import substitution concept. By increasing the cost of importing 

(Foreign Built Units) FBUs the Nigerian government encourages the establishment of 

local assembly. The policy takes into account that the current manufacturing output is 

insufficient to meet local demand hence, providing carmakers with local production an 
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import levy exemption for the import of two vehicles for each vehicle produced. The 

policy is supported by a ban of imports of vehicles older than 15 years; however, 

according to anecdotal evidence, the enforcement of this ban is undermined by smuggling 

and corruption. In order to mitigate this risk, the customs authorities from Benin and 

Nigeria have intensified efforts to collaborate on this matter and to work towards full 

compliance with the Economic Community of West African States (ECOWAS) trade 

agreements. 

2.11.1.3 Experience of United States of America 

The development of self-powered vehicles was accompanied by numerous technologies 

and components giving rise to numerous supplier firms and associated industries. Various 

types of energy sources were employed by early automobiles including steam, electric, 

and gasoline. Thousands of entrepreneurs were involved in developing, assembling, and 

marketing of early automobiles on a small and local scale. Increasing sales facilitated 

production on a larger scale in factories with broader market distribution. Ransom E. 

Olds and Thomas B. Jeffery began mass production of their automobiles. Henry 

Ford focused on producing an automobile that many middle class Americans could 

afford. Initial auto production after the WWII was slowed by the retooling process, 

shortages of materials, and labor unrest. However, the American auto industry reflected 

the post-war prosperity of the late-1940s and the 1950s. Cars grew in overall size, as well 

as engine size during the 1950s. The Overhead valve V-8 engine developed by GM in the 

late-1940s proved to be very successful and helped ignite the horsepower race, the second 

salvo of which was Chrysler's 1951 Hemi engine. Longer, lower, and wider tended to be 

the general trend. Exterior styling was influenced by jets and rockets as the space-age 

dawned. The introduction of the Interstate Highway System
 
and the suburbanization of 

America made automobiles more necessary and helped change the landscape and culture 

in the United States. Individuals began to see the automobile as an extension of them. 

With the Clean Air Act (United States) of 1963 and the Vehicle Air Pollution and Control 

Act of 1965, emission controls began being instituted in 1968. The use of leaded gasoline 

began being curtailed in the early 1970s, which resulted in lower-compression engines 

being used, and thus reducing horsepower and performance. Catalytic converters began 

being widely used by the mid-1970s. 

https://en.wikipedia.org/wiki/Ransom_E._Olds
https://en.wikipedia.org/wiki/Ransom_E._Olds
https://en.wikipedia.org/wiki/Thomas_B._Jeffery_Company
https://en.wikipedia.org/wiki/Henry_Ford
https://en.wikipedia.org/wiki/Henry_Ford
https://en.wikipedia.org/wiki/Overhead_valve_engine
https://en.wikipedia.org/wiki/Hemispherical_combustion_chamber
https://en.wikipedia.org/wiki/Interstate_Highway_System
https://en.wikipedia.org/wiki/Clean_Air_Act_(United_States)
https://en.wikipedia.org/wiki/National_Emissions_Standards_Act
https://en.wikipedia.org/wiki/National_Emissions_Standards_Act
https://en.wikipedia.org/wiki/Leaded_gasoline
https://en.wikipedia.org/wiki/Catalytic_converter
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Having the above countries experience on the vehicle assembling & measures taken by 

the governments to support the sector, additionally the international motor vehicle 

program (2009) has putted competition among countries based on being productive while 

environmental & energy issues.  

By the end of the 1970s, the success of Japanese automobile manufacturing was a cause 

of concern to US & European manufacturers over the period from 1980-1984. A team at 

the Massachusetts Institute of Technology studied world motor vehicle industries & 

wrote a book called “the future of the automobiles”. This book was optimistic about the 

ability of the industry to overcome the environmental & energy issues that faced it, but 

was pessimistic about the ability of US & European manufacturing to compete with their 

Japanese counterparts. The team felt the only way that the US & European manufacturers 

would be able to respond to the treat was to set up a research program to understand in 

great detail the differences between the emerging paradigm later to be called “lean 

production” and mass production. And so the International Motor Vehicle Program 

(IMVP) was developed. 

From the outset the need for comparative performance data was recognized. The first 

exercise that was carried out was carried out was to compare the performance in 

assembly plants. By the end of the first phase 90 automobile assembly plants in seventeen 

countries had been visited, representing half of the assembly capacity in the world. 

The assembly plant had a number of advantages; 

 Assembly plants would wide do the same thing as all companies use very much 

the same technology. 

 The Japanese had developed assembly plants overseas allowing the team to look 

into the exportability of lean production. 

The companies agreed to take part as they were aware of the Japanese threat & were keen 

to find out where they stood against them. The two performance measures were 

traditionally used to compare plants; 

 Gross productivity was measured as the total hours all employees divided by 

number of vehicle produced. 

 The number of assembly defects per vehicle. 

These measures don’t account for differences in the vehicles being produced & other 

factors such as the amount of vertical integration in the plant. As a result, the traditional 
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measures adjusted in order to provide an “apple to apple” comparison. The extraordinary 

finding was that Takaoka was twice as productive and produced three times fewer defects 

& achieved this via 40% less space & with tiny fraction of the inventions. The 

methodology was refined & applied to the reminder of the assembly plants worldwide. 

The gross productivity figures were adjusted for differences in the vehicles being 

produced & the operation of the plants to ensure are “apple to apple” comparison. The 

adjustments were carried as follows; 

 A list of standard was developed, the total hours was then adjusted to take out 

hours spent on nonstandard activities. 

 The hours were the adjusted to exclude absenteeism, weather planed meals 

breaks, washing up time etc. 

 A weld factor was introduced to take account for the fact that different vehicles 

have different numbers of welds. 

 A product size factor then adjusted for different vehicle size. 

Belayab Motors (BAM) PLC was established with a registered capital of 100 million Birr 

and in Woreda 06, Akaki-Kaliti sub-city in 2006. Its sector of business was import and 

distribution of light, medium, and heavy-duty trucks and industrial equipment. Currently, 

BAM operates with a paid-up capital of 350 million Birr. In May 2012, BAM 

inaugurated a huge and modern Car Assembly Factory built on 14 thousand sq. meters in 

Adama city. The factory has a capacity of assembling 6 cars a day in one shift. BAM has 

also built a modern building at its 2,800 sq. meter area for head office and show-room at 

Woreda 01, Akaki-Kaliti sub-city. BAM provides after-sales maintenance service at its 

premise located in Saris, Mexico area, Kality & Red Cross. It has definite number 

warehouses to ensure adequate stock of spare parts and components. Between 2012 and 

2018, BAM has assembled definite number of brands of automobiles, light-duty vehicles 

(pick-up and station wagon) and supplied to different customers. Moreover, recently 

BAM has started assembly and supply of KIA Motors Corporation model automobiles 

and SUVs (Belayab Motors, 2018).  

Belayab Motors have a vision of “becoming the preferred manufacturer of branded high 

quality automobile and light duty vehicle in East Africa.” through Mission of Supplying 

quality, cost effective, affordable, and latest technology automobile, light duty vehicles 

and spare parts, via ensure the satisfaction of customers through delivery of efficient, cost 
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effective and affordable after sales services (Belayab Motors, 2018). Company Values are 

Excellence in communication, leadership and performance; efficiency in service delivery 

and high level satisfaction of customers; respect and recognition of hard work and results; 

and cooperation, team-work, and mutual understanding of employees. Business Services: 

Assembly of numerous brand automobiles and commercial vehicles.  BAM assembles the 

following brands of KIA Motors Corporation (Korea) named Piccanto, Rio, Sportage, 

Cerato, Soul and Sorrento; and Chinese products named Zhengzhou Nissan Automobile 

(ZNA) Pickup Vehicles; Dong Feng Motors Corporation (DFM) Automobile, Minivan, 

Medium Truck, Cargo Truck and Medium Bus (Belayab Motors, 2018).  

2.12 Summery of empirical Review 

During the thesis paper preparations concerning the assessment of factors affecting 

productivity of vehicle assembly the following list of were assessed. 

Table 2.3 Summery of empirical review 

No. Topic of the 

study 

Researcher 

Name 

Year Country Research Findings Recommendations 

Given 

1 Assembly Line 

Improvement 

Across The 

Automotive 

industry 

 

Sandeep Gohil 

2012 India The current 

productivity at the 

company has high 

variation due to 

machine breakdowns 

and low labor force 

availability the line, the 

machinery problems 

has its roots to the 

poorly established 

maintenance system. 

In order to improve the 

productivity, work 

force motivation & 

related trainings is 

determinant & also for 

the machineries issue, 

there should be proper 

maintenance system to 

gain efficient service 

expected.  

2 The Automotive 

Sector in 

emerging 

economies: 

Industrial 

unions, market 

dynamics & 

trade unions 

Rudolf Traub-

Merz 

2017 Brazil The form and extent of 

independent worker 

activism, and the 

response of the state to 

such activism, are a 

much more significant 

determinant of trade 

union development 

than is the legal and 

institutional framework 

of industrial relations. 

Trade unions need 

much more attention by 

the state. 

3 Navigating The 

African 

Automotive 

Sector: Ethiopia, 

Kenya & 

Nigeria 

Delloite Africa, 

Automotive 

Insights 

2016 South 

Africa 

Most of the car 

markets are occupied 

by second hand 

vehicles. 

Government support 

for the local vehicle 

assemblers is essential 

to substitute imports. 

4 Manufacturing 

Firms’ 

Performance 

and 

Productivity 

Christos 

Lemonakis 

2016 Greece R&D came as a 

significant determinant 

of firm level 

competitiveness. 

R & D needs great 

attention to boost 

productivity via 

improved production 

techniques. 

5 The Effects of 

Staffing and 

Youngsang 2013 America (a)More selective 

staffing and internal 

Training needs should 

be assessed & 
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Training on 

Firm 

Productivity and 

Profit Growth 

Kim and Robert 

E. Ployhart 

(University 

of South 

Carolina)  

training contribute 

indirectly (through 

productivity) to profit 

growth, (b) the indirect 

effects are fully 

mediated for selective 

staffing and partially 

mediated for internal 

training, and (c) 

selective staffing and 

internal training also 

interact to directly 

influence profit 

growth. 

accordingly on the 

bases of gaps should be 

prepared for better 

understandability. 

7 Defining 

perceived 

quality in the 

automotive 

industry: an 

engineering 

approach 

Konstantinos 

Stylidis,Casper 

Wickman and 

Rikard 

Söderberg 

2015 Sweden The study shows that 

the definition of 

perceived quality 

and product quality 

does not yet 

encompass all 

elements, especially 

when it comes to the 

area of the automotive 

Industry. 

In the area of 

Automotive industry, 

perceived quality & 

product quality should 

be matched. 

Source – Based on reference on related literature 

2.13 Conceptual Frame work of Productivity affecting factors 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2.13 – Conceptual Framework (Source: Own drawing based on literature, 2019) 
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CHAPTER THREE 

METHODOLOGY OF THE RESEARCH 

3.1 Introduction  

This chapter is essential part of the investigating the research problems to asses factors 

affecting productivity of vehicle assembly; the case of Belayab motors PLC. The research 

used a descriptive design; and both qualitative and quantitative approach of data 

collection. The methodology consists of the research method, research type approach, 

sampling (sample design, target population, the context and units of analysis, sampling 

size, and sampling method), sources of data from primary and secondary, data collection 

method, variables and measurement/measures, methods of data analysis, reliability and 

evidence of the instrument, and ethical consideration. 

3.2 Research Design 

Accordingly to Charles Stangor (2011), a research design is the specific method a 

researcher uses to collect, analyzes, and interprets data. This study used descriptive 

method of research design to answer the questions addressed in survey questionnaire and 

interview. The questionnaire addressed assessment of factors affecting productivity of 

vehicle assembly; the case of Belayab motors PLC. Using descriptive statistics method, 

the researcher has collected, analyzed and summarized the data that was collected from 

the respondents. The study used both quantitative and qualitative techniques of data 

collecting methods. The quantitative technique involves a questionnaire survey of rate of 

respondents. The qualitative techniques involves through interview provided to 

respondents. The data collected from the questionnaire used five stages of Likert scale 

approaches by leveling from 1=strongly disagree, 2=disagree, 3=moderate, 4=agree, and 

5=strongly agree. The Likert scale helped the researcher to investigate level of 

respondent’s difference of testing level of satisfactions addressed at questionnaire.  

3.3 Research Approach  

According to Saunders (2007), research approaches are categorized in to deductive and 

inductive. The deductive approach involves the development of a theory that is subjected 

to a rigorous test or goes from general to specific where as in the inductive approach 
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theory would follow the data or goes from specific to general. According the definitions 

this thesis is used deductive approach by developing theories to reach specific results. 

3.4 Sampling  

According to Charles Stinger (2011), Sampling refers to the selection of people to 

participate in a research project, usually with the goal of being able to use these people to 

make inferences about a larger group of individuals. This study used takes more 

respondents opinion and attitudes towards the factors affecting productivity of vehicle 

assembly; the case of Belayab motors PLC. The more the respondents lead more accurate 

and reliable responses. 

3.4.1. Target population, the context and units of analysis 

The entire group of people that the researcher desires to learn about is known as the 

population (Charles Stangor, 2011). The target population was Belayab Motors PLC Car 

Assembling Plant located in Adama with total of 138employees. Out of 138 employees 

23 employees (20.9 %) are grade 10 complete or below in their educational back ground. 

So, since Certificate (Level I & Level II) is the minimum educational back ground 

requirement needed to fill the survey questioner, a total population of 115 employees is 

taken. For additional information’s five respondents on the basis of simple random 

sampling from Public Procurement and Property Disposal Service (PPPDS) are included 

to respond the interview questions (which are prepared for PPPDS) as this Government 

office is the major buyer of vehicles from the company by tenders. 

  3.4.2. Sample Design  

According to Kothari (2004), the sampling design which deals with the method of 

selecting items to be observed for the given study. The sampling design for this thesis is 

held with descriptive research of probability sampling methods of stratified sampling 

method through questionnaire to assess the factors affecting productivity of vehicle 

assembly and non-probability sampling methods of purposive sampling method of 

deliberately selected Managers, Supervisors and Forman’s for interview.  

3.4.3. Sampling Size and Sample Size Determination 

According to Kothari (2004), an optimum sample is one which fulfills the requirements 

of efficiency, representativeness, reliability and flexibility. In addition to the purpose of 
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the study and population size, three criteria usually will need to be specified to determine 

the appropriate sample size: the level of precision, the level of confidence or risk, and the 

degree of variability in the attributes being measured (Miaoulis and Michener, 1976). 

According (Cochran’s 1963:75), how to calculate the sample size with a finite 

population, the formula putted to calculate sample size is as follow;                                

Z
2
.p (1-p)/e

2
 

1+ (Z
2
.p (1-p)/e

2
n 

 

Where; Confidence level   95%                     

            p                                         0.5                      

            e                                         0.05 

            Population size (n)            115 

            Alpha divided by 2            0.025 

            Z – Score                           1.96 

 

(1.96^2)*(0.5*(1-0.5))/ (0.05^2) 

 

                                        1+ (1.96^2)*(0.5*(1-0.5))/ (0.05^2*115) 

 

                                                                   384.16/4.34= 89 

 

Therefore, according to the result of the above sample size determination equation, the 

research is composed of 89 or 77.3% of respondents, the data collected from the sample 

respondents is cover the factors affecting productivity of car assembly; the case of 

Belayab Motors PLC. The researcher that used 77.3% of sample population was selected 

as respondents through questionnaire. And for the interview questions which are intended 

to support the questioner 20 samples are taken using from the managers of technic & 

Sales Operation, Administration, Finance & Procurement Operation, Marketing 

Department, Human Resource Division and Foreign Purchase Division managers and 

Forman’s & supervisors are also included for the reason of these management teams 

could have more related information that helps to support the responses gained from the 

questioner in addition these samples were not included in the survey questioner. In order 

to determine the sample size for interview Yamane’s sampling determination equation is 

used with the confidence level of 0.1.  
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Table: 3.1 Sample Size 

No. Operation Total Staff Sample Size 

1 Technic and Sales Operation 86 86*(100/115)=74 

2 Administration, Finance & Procurement Operation 29 29*(100/115)=25 

  

From the total population 115, the Core staffs are 86 (74.7%) and the supportive staffs are 

29 (25.2%), and based on these population samples the staffs are stratified and samples are 

taken using simple random sampling.  

3.4.4. Sampling Method 

Stratified sampling method was conducted from different probability sampling styles; 

because stratified sampling method is concerned to collect primary information’s from 

each sections or departments of Belayab Motors PLC. According to C.R. Kothari (2004), 

if the population from which a sample is to be drawn does not constitute a homogeneous 

group, then stratified sampling technique is applied so as to obtain a representative 

sample. In this technique, the population is stratified into a number of non-overlapping 

subpopulations or strata and sample items are selected from each stratum. If the items 

selected from each stratum is based on simple random sampling the entire procedure, first 

stratification and then random simple random sampling, is known as stratified random 

sampling.  

3.5 Sources of Data 

The research information’s are collected from both primary and secondary source of data. 

Primary data sources: obtained information from respondents through survey 

questionnaire, and interview. The potential respondents were selected from Belayab 

motors PLC. Secondary data sources: was collected from Ethiopian Ministry of Industry, 

documents review from Belayab motors PLC, brochures’ & blue-prints, magazines, 

reports, , internet source and other different published materials for review of related 

literature presentation and interpretation of analysis.  

3.6 Data Collection Method 

The data was collected through primary data source (survey questionnaire and interview) 

and secondary data source (books, internet, published articles and other references) were 
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grouped, analyzed and reported using description (notes), percentage of statistics, in 

statement format, tables, figures and representing formats, summary of findings, 

conclusion and recommendations. The summary of findings and interpretations were 

analyzed using SPSS version 22.1, and reference materials, appendix parts and other 

necessary document are attached at the end of the paper. 

 3.7 Variables and Measurement/Measures 

Demographic characteristics is summarized using frequencies and percentages for all 

variables including; age, sex, work experience and qualification compositions; and 

questions in related to the factors affecting productivity of vehicle assembly; the case of 

Belayab motors PLC are analyzed and presented using SPSS version 22.1. 

3.8 Methods of Data Analysis 

The data that was collected through primary data source (survey questionnaire and  

interview) and secondary data source (books, internet and other references) was grouped, 

analyzed using SPSS version 22.1 and reported using description (notes), percentage of 

statistics in statement, tables, figures; and summarization, conclusion and 

recommendations. The findings and interpretations were analyzed with relating to the 

questionnaires and interview with related references; and this are attached at the end of 

the research paper as appendixes. 

3.9 Reliability and Validity of the Instruments  

To maximize the validity (the extent to which the interpretations of the results of a test 

are warranted, which depends on the particular use the test is intended to serve) of data 

collected, the percentage of sampling was increased, and the collectability of data’s been 

100% of respondents from survey and interview questionnaire. All the questioners are 

filled and collected because there was a plan to collect all questioners and high attention 

has been given by the researcher and also the management and staff members of Belayab 

Motors PLC were voluntary to fill and submit on time and some of the employees help to 

collect also. Reliability (estimates the stability of measures, internal consistency of 

measurement instruments and reliability of instrument scores) of the questions was 

checked using SPSS version 22.1. The statistical computer program was used to calculate 
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coefficient alpha (α) as recommended by (Charles Stangor, 2011). The pilot test of this 

study was evaluated based on the response with experts and advisor was corrected and 

adjusted the mistakes. The final approved survey questionnaire and interview was 

distributed and collected. 

The Cronbach’s coefficient alpha was calculated for each group of items on the survey 

questioner from group A to group G independently. The table below shows that the 

values of Cranach’s Alpha are range between (.766 to .889). This range is considered as 

high; the result ensures the reliability of each field of the questionnaire. So, based on the 

test the results are reliable. 

3.10 Reliability Statistics 

Table 3.1 – Reliability Statistics result of Employees 

Questionnaire 

Items 

Cronbach's 

Alpha 

N of 

Items 

Government Rules & Regulation .888 4 

Human Resource .889 4 

Marketing .719 5 

Technology .810 6 

Suppliers .785 5 

Managerial Talent .766 4 

Financial Factors .802 6 

Source – SPSS reliability test result 2019 

3.11 Ethical Consideration  

The study was conducted with gathering related information from respondents using 

survey and interview questionnaire, the name of respondents was not identified by the 

researcher hence it is not subjected to apply for any harm as far as the confidentiality was 

remain and kept between respondents and researcher. During collecting of data’s through 

questionnaire and interview name of respondents is not mentioned. 
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CHAPTER FOUR 

DATA ANALYSIS AND INTERPRETAION 

4.1 Introduction  

This chapter discusses the qualitative and quantitative data collected from the Belayab 

motors respondents using instruments questionnaire and interview responses from 

Technic and Sales Operation, Administration, Finance and Procurement Operation, 

Human Resource Division & Foreign Purchase Division. Secondary data selected 

document review from the company. The collected qualitative and quantitative data was 

analyzed and interpreted using simple descriptive statistics SPSS version 22.1 Software 

and Ms.-Excel was used to summarize findings, and similarly, the data was displayed 

with tables of frequency and percentages. Lastly, the data was interpreted and based on 

the results of findings. 

4.2 Respondents of Survey Questionnaire  

       Table 4.1 – Gender and Age Range of Respondents 

S. No. Demographic characteristics of respondents Frequency Percent (%) 

1. Gender of Respondents 

Male 72 80.9 

Female 17 19.1 

Total 89 100 

2. Age of  Respondents from 

18-30 49 55.1 

31-40 33 37.1 

41-50 7 7.8 

Above 50 0 0.00 

Total 89 100 

Source: Own Survey 2019 

Concerning gender of respondents among respondents 72 (80.9%) are male and 17(19.1 

%) are female. Regarding the age range of respondents (49) 55.1% are between18 to 30, 

(33) 37.1% are between ages 31 to 40, 7 (7.8%) are between age 41 to 50. From the 

above statistics of respondents, most of the company work force is at young and medium 
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age generation & by properly utilizing the work force capacity the company could boost 

its productivity.  

 

 

Table 4.2 – Educational Background and Service Year of Respondents 

S. No. Demographic characteristics of respondents Frequency Percent (%) 

1. Educational Background of Respondents 

2
nd

  Degree and above 2 2.2 

1
st
 Degree 36 40.4 

College Diploma 30 33.7 

Certificate 21 23.7 

Total 89 100 

2. Service Year of Respondents 

1-3 60 67.4 

4-6 19 21.3 

7-10 10 11.2 

>10 0 0.00 

Total 89 100 

Source: Own Survey 2019 

The educational background of respondents; 2 (2.2%) of respondents are professionals 

with 2
nd

 degree, 36(40.4%) of respondents professionals with 1
st 

degree, 30 (33.7) are 

semi-professionals or diploma holders and 21(23.7%) of respondents have technical 

school certificate. Based on the above data 38(42.6%) have a 2
nd

 and 1
st
 degree and will 

capable to understand the factors affecting productivity with in the Vehicle assembling 

plant as well as with in the entire company and can contribute significant role to manage 

and minimize specially the internal factors that negatively influence the productivity and 

accordingly can contribute to the success of the organization. Also, 51 (57.4) are 

semiprofessionals and are mainly participated on practical and technical activities that are 

experienced and directly or indirectly engaged on the technical activities. Regarding 

service year of respondents, 60(67.4%) of respondents have from 1 to 3 years’ experience, 

19(21.3%) of respondents have 4 to 6 years of experience, and 10(11.2%) of respondents 

have 7 to 10 years of experiences. This show that, much of the respondents 60(67.4%) 

have 1 to 3 years of experience at the company & when we observe as the working 

experience increases, number of employees is lesser. 
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Table 4.3 Government Rules & Regulation 

Factors Affecting Productivity 

Strongly 

Disagree Disagree Moderate Agree Strongly agree 
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The government has Research 

and Development center at 

country level to support the 

sector. (n=89) 

0 0.00 50 56.2 8 9.0 30 33.7 1 1.1 

Lack of educational Centers 

specialization in Automotive 

Industry. (n=89) 

0 0.00 9 10.1 31 34.8 49 55.1 0 0.00 

The tax rate is high in SKD 

(Semi Knock Down) parts. 

(n=89) 

0 0.00 27 30.3 11 12.3 50 56.1 1 1.1 

The taxation system is equal or 

similar with used cars & the 

new assembled one’s. (n=89) 

0 0.00 24 27.0 17 19.1 48 53.9 `0 0.00 

Source: Own Survey 2019 

As, Rodrik 2004; Hausmann and Rodrik 2003) have emphasized the need for strategic 

collaboration between the private sector and the state with the aim of uncovering where 

the most significant obstacles.  

Concerning on governmental support to the sector by ongoing research having research 

centers, results in the above table show that; 56.2% of respondents are disagree, 33.7% of 

respondents are agreed, 9% of respondents are moderate and 1.1% of respondents are 

strongly agree. According to the above listed authors, collaboration between the private 

sector and the state is mandatory to discover and solve significant challenges. So, there 

are universities and TVET’s over the country but from the above results it’s still in need 

of research and development focused centers or the institutions should closely work with 

the industries. 

Concerning on the lack of educational and training centers specialized in Automotive 

industry, results in the above table show that; 34.8% of respondents moderate, 10.1% of 

respondents are disagree, and of respondents 55.1% of respondents are agree. There are 

several training centers throughout the country Ethiopia, but from the above summary of 

results even 55.1 % of the respondents are agreed but also 34.8% are disagreed for the 

availability of educational and training centers specialized in Automotive industry. 
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Accordingly, it’s still in needs of specialized training centers on automotive technologies 

which have the practical experiences with integration of advanced diagnosis machines, 

equipment’s and machines or the available colleges should express and show their 

capacity for those with lack of awareness and the capacity they have. In other side for the 

respondents who are moderate, we can say that they have lack of awareness on the 

availability of the educational venters or the educational centers needs to be work on the 

standards as needed by the automotive sector with quality issues. But based on the 

respondents, the company doesn’t have its own training center.  

 

Concerning high tax rate in SKD (Semi Knock Down) vehicles above table show that; 

30.3% of respondents are disagree, 12.3% of respondents are moderate, 56.1% of 

respondents are agree and 1.1% of respondents are strongly agree. This indicates there is 

high tax rate for SKD parts. 

“As taxes in Ethiopia are cumulative, excise tax is calculated on the customs duty, surtax 

is charged on top of the excise tax, and customs duty and final VAT is calculated once 

the surtax, excise tax and customs duty have been added. Imported vehicles and SKD 

parts may cost as much as three times the retail price of the vehicle outside of the 

country”. (Deloitte Africa automotive insights, 2016). 

Regarding equal or similar taxation system with used cars & the new assembled one’s, 

results in the above table show that; 27% of respondents are disagree, 19.1% of 

respondents are moderate and 53.9% of respondents are agree.  

The high tax rate can increase the selling price of the company’s vehicles. This will also 

leads the customer’s dissatisfaction, influence employment opportunity, also relates with 

low attractions over the investors to come up with high working capitals. As a result, 

investors are easily attracts to import only the vehicles, the country’s will losses a 

technological transfers from the assembling as there is no big difference between 

imported vehicles and assembling vehicles (Aaron Maasho, 2016). 

 
Table 4.4 Human Resource 

Factors Affecting Productivity 

Strongly 

Disagree Disagree Moderate Agree 
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The company has prepared trainings 

to minimize skill gap to operate 

machineries or to be familiar with the 

updated vehicle models (n=89) 

0 0.0 54 60.7 19 20.2 17 18 0 0.0 

The Company motivates for the 

commitment of employees to 

dedication at work (n=89) 

0 0.0 42 47.2 20 22.5 27 30.3 0 0.0 

The company has sustainable 

organizational structure that links 

proper job and proper profession. 

(n=89) 

0 0.0 42 47.2 17 19.1 20 31.5 2 2.2 

Significant Employee turnover 

(n=89) 
0 0.0 0 0.0 1 1.1 37 42.7 50 56.2 

Source: Own Survey 2019 

Concerning on the issue; the company has prepare trainings to minimize skill gap to 

operate machineries or to be familiar with the updated vehicle models results in the above 

table show that; 60.7% of respondents are disagree, 20.2% of respondents are moderate 

and 18% of respondents are agree. This indicates, the company has limitations on 

preparing trainings based on skill gap assessment.  

The availability of technology in training and development allows individuals access to 

learning opportunities when it best suits their schedule and enhances knowledge 

management and sharing among participants (Hernez-Broome & Hughes, 2004). About 

60.7% of respondents are disagrees that the company has prepare trainings to minimize 

skill gap to operate machineries or to be familiar with the updated vehicle models, based 

on the different authors suggestion since the company is engaged in the sector of 

automotive which is highly dynamic in technology attention should be given for proper 

and timely trainings for employees with equal chances according their assigned activities.  
 

Concerning on The Company motivates for the commitment of employees to dedication 

at work results in the above table show that; 47.2% of respondents are disagree, 22.5% of 

respondents are moderate, 30.3% of respondents are agree. This indicates as much of the 

respondents 52.8% are disagreed employee’s motivation measures taken by the company 

is less, but the rest 30.3 are moderate & this might show they doesn’t have awareness or 

they might not need to express their opinion on such employees motivational issues  .  

Here, the commitment of employees benefits the company to achieve the objectives that 

what the company strives for. If the labor force is not properly motivated, all the steps 

taken to increase the industrial productivity will have no result the employees 

performance & attitudes have an immense effect on the productivity of any industrial 

unit.   As a result from the above table also indicates the employees of Belayab Motors 

PLC needs to be motivated to be more productive at their activities. 
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Concerning on the issue, the company has sustainable organizational structure that links 

proper job and proper profession, results in the above table show that; 47.2% of 

respondents are disagree, 19.1% of respondents are moderate, 31.5% of respondents are 

agree and 2.2% of respondents are strongly agree. This indicate as more of the 

respondents are disagreed & moderate, the organizational structure lucks on linking 

proper job & proper profession. 

Concerning the issue that, Significant Employee turnover results in the above table show 

that; 2.2% of respondents are moderate, 41.6% of respondents are agree and 56.2% of 

respondents are strongly agree. The result show us most of the employees (97.80) 

believes that, at the company there is high employees turn over which significantly affect 

the productivity of the vehicle assembly plant and as a whole the company. 

Table 4.5 Marketing 

Factors Affecting Productivity 

Strongly 

Disagree Disagree Moderate Agree 
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The perception of quality over 

Chinese products relatively with 

other brands.  
1 1.1 10 11.4 6 6.7 51 57.3 21 23.5 

The company selling price is 

higher than the market in similar 

companies for assembled similar 

models. (n=89) 

0 0.0 12 13.4 3 3.3 43 48.3 30 34.9 

The company doesn’t provide 

variety model of cars.(n=89) 
23 25.8 39 43.8 0 0.0 18 20.2 9 10.1 

The company production volume 

meets the demand. (n=89) 
0 0.0 46 51.7 20 22.5 23 25.8 0 0.0 

The company has customer fo  

cused strategy. (n=89) 
0 0.0 50 56.2 13 14.6 26 29.2 0 0.0 

Source: Own Survey 2019 

Concerning on The perception of quality over Chinese products relatively with other 

brands; results in the above table show that; 1.1% of respondents are strongly disagree, 

11.4% of respondents are disagree, 6.7% of respondents are moderate, 57.3% of 

respondents are agree and 23.5% of respondents are strongly agree. This indicates, the 

perception on quality is less on the Chinese brand vehicles other than other country brand 

products. 
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Above 80% of the respondents result shows that the perception over Chinese products 

relatively with other brands is not similar; so the company should create awareness on the 

buyers and customers of the company on the features of china made vehicles to boost its 

sells and to sustain in the market by competing with other competitor companies. 

Accordingly stated in Liviana Andreea Nimineț (2013) there are new perspectives on 

automotive market segmentation, which is proposed dependently on the psychological 

attitudes of the consumer. 

 

Concerning the company selling price is higher than the market in similar companies for 

assembled similar models, results in the above table show that; 13.4% of respondents are 

disagree, 3.3% of respondents are moderate , 48.3% of respondents are agree and 34.9% 

of respondents are strongly agree.  

Results perceived from the above summary about 83.2% of the respondents answers the 

company selling price is higher than the market in similar companies for assembled 

similar models; for the researchers to decide over this scenario is very difficult because 

there are different parameters that the company can follow and play over the profit 

margins. 
 

The company might calculate for turnover rates of the products, the lead time of 

procurement, the availabilities of foreign currency, different payments of wages and 

salaries, costs of dry port, different taxes over the unit of sales of vehicles includes for 

excise tax (luxury product tax system which is 10%), profit tax (pays 30% of net profit), 

dividend tax (shareholders tax which is 10%), other overhead costs of pension 

contribution tax (11% from the organization) and other expenses can increase for the cost 

of each products lines this results may seems that the company is encouraging high profit 

margins.  
 

As a result, the company can works over this to get attentions from the customers and not 

to lose the competitive advantage. 

Concerning on the issue that; the company doesn’t provide variety model of cars results 

in the above table show that; 25.8% of respondents are strongly disagree, 43.8% of 

respondents are disagree, 20.2% of respondents are strongly agree and 10.1 % are 

strongly agree. The above results also indicates that 69.6% of respondents are disagrees 
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that the company is lacks for those variety of different model cars and this indicates the 

company provides numerous brands.  

 

Concerning the issue on, The company production volume meets the demand; results in 

the above table show that; 51.7% of respondents are disagree, 22.5% of respondents are 

moderate and 25.8% of respondents are agree. Out of the respondents; 51.7% agree that 

the company doesn’t produce that can meet the demand and 25.8% of the respondents 

have neutral idea.  

Concerning on the issue that, The company has customer focused strategy, results in the 

above table show that; 56.2% of respondents are disagree, 14.6% of respondents are 

moderate and 29.2% of respondents are agree. Most of the respondents (56.2%) are 

disagreed with the issue, the company has customer focused strategy and the company 

should pay great attention; According to Kotler (2002), attracting a new customer is five 

times greater than the cost to keep a current customer happy. 

Table 4.6 Technology 

Factors Affecting Productivity 

Strongly 

Disagree Disagree Moderate Agree 
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The company has Research & 

Development Focused Center. 

(n=89) 

0 0.0 57 61.8 34 38.2 0 0.0 0 0.0 

The company has reference 

materials for new technologies 

related with the sector. (n=89) 

0 0.0 40 44.9 29 32.6 20 22.5 0 0.0 

The company has technology 

transfer strategy. (n=89) 
0 0.0 42 47.2 21 23.6 26 29.2 0 0.0 

The company has good Layout 

Design for Assembling Plant 

(comfortable working 

condition). (n=89) 

0 0.0 39 43.8 24 27.0 26 29.2 0 0.0 

Lack of availability of spare 

part. (n=89) 
0 0.0 7 7.9 37 41.6 41 46.1 4 4.4 

The company provides high 

precision instruments (working 

tools) for & assembling Pre 

Delivery Inspection (PDI).  

(n=89) 

0 0.0 36 40.4 10 11.2 42 47.2 1 1.1 

Source: Own Survey 2019 
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Concerning on the issue; the company has Research & Development Focused Center, 

results in the above table show that; 61.8% of respondents are disagree and 38.2% of 

respondents are Moderate. As most the respondents are disagreed on the availability of R 

& D focused center on the company, this indicates the company doesn’t have R & D 

focused center & on the other side 38.2% of respondents are moderate, means they don’t 

have awareness on the availability of such centers or they have reservations to give 

answers regarding the issue. 

Currently Samsung is the leading brand of industry which serves 17% of South Korea 

country incomes; this result is come from Research and Development Center that leads 

Samsung to innovate new version of brands. Accordingly, Belayab Motors PLC can 

benefit from the research and development centers to implement new systems and other 

technical aspects that even lead for component localization or to produce and 

manufacture some of the vehicle parts; otherwise the advance technologies and the 

coming entrants of new competitors and free markets for the industries can get 

competitive advantage over the company. 

Concerning on the issue, The company has reference materials for new technologies 

related with the sector results in the above table show that; 44.9% of respondents are 

disagree, 32.6% of respondents are moderate and 22.5% of respondents are agree. This 

indicates that, as most of the respondents are disagreed for availability of reference 

materials for new technologies related with the sector the company has limitation of 

fulfilling needed reference materials, however as 32.6 % of respondents are moderate, 

either the materials are not reachable for all those who require or they might don’t know 

for availability of reference materials. To come up of this issue the company should have 

to prepare different materials that help the employees specially the technical ones to cop 

up with the new brand vehicles by communicating with the supplier companies. 

 

Concerning on issue of; The company has technology transfer strategy results in the 

above table show that; 47.2% of respondents are disagree, 23.6% of respondents are 

moderate and 29.2% of respondents are agree. This indicates, the company needs to work 

on technology transfer as the vision is becoming vehicle manufacturer. 

“Technology is transferred among various partners through agreements like licensing, 

sales, joint lab, visit offers, model consultancies and technical services”. (Carayannis et 

al. (1997)). 
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From the above responses, 47.2% of respondents are testified that there is a lack of 

technology transfer in the company and 23.6% are moderate means even they might not 

have information or they are they haven’t willingness to reflect the reality on the ground. 

As The Company assembled different models of vehicles and its vision is to become 

manufacturer of some parts of the vehicle locally, great emphasis should be given to 

technology transfer. 

Concerning on The company has good Layout Design for Assembling Plant (comfortable 

working condition) results in the above table show that; 43.8% of respondents are 

disagree, 27% of respondents are moderate and 29.2% of respondents are agree. 

According to David J.Sumanth; Productivity Engineering and Management “an ideal 

working environment is required to get the best out of the workers. A poorly ventilated 

environment will have a negative impact on the workers and it will affect their 

productivity”.  

From this result even 29.2 % of the respondents agreed, but the most of the respondents; 

43.8% of the respondents are disagreed and 27% of respondents are moderate with 

having good layout designs for assembling plant. This indicates, the company assembling 

plant design is not good enough regarding with creating conducive working environment 

for the employee’s. 

 

Concerning issues related with; Lack of availability of spare part, results in the above 

table show that; 7.9% of respondents are disagree, 4.4% of respondents are moderate, 

46.1% of respondents are agree and 41.6% of respondents are strongly agree. This 

indicates, most of the respondents agreed in greater part in average of 87.7 % that there is 

shortage of spare parts. 

Firms with a well-aligned spare parts logistics strategy can add value for their customers 

beyond primary product benefits, thus building long-term customer loyalty and achieving 

high profit margins (P. Johansson and J. Olhager, (June 2004). 

However, the finding implies that the company has significant shortage of spare parts & 

can affect negatively its customer’s satisfaction. 

Regards on; The Company provides high precision instruments (working tools) for & 

assembling Pre Delivery Inspection (PDI). “Lack of good equipment is another factor 
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that can affect the work performance of the workforce”. David J.Sumanth; (Productivity 

Engineering and Management). 

Results in the above table show that; 40.4% of respondents are disagree, 11.2% of 

respondents are moderate, 47.2% of respondents are agree and 1.1% of respondents are 

strongly agree. This shows that, even most of the respondents 48.3% are agreed for 

availability of high precession instruments but on the other side, the rest respondents 

disagreed & moderate. This indicates, the instruments are not used by all employees or 

even they don’t have awareness on having those instruments.   

 
Table 4.7 Suppliers 

Factors Affecting Productivity 

Strongly 

Disagree Disagree Moderate Agree 
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The company gained benefits 

when bargaining with suppliers 

(quality, cost…). (n=89) 

0 0.00 56 62.9 6 6.7 26 29.2 1 1.1 

Wrong delivery of either the 

Semi Knock Down (SKD) parts 

or spare parts. (n=89) 

0 0.00 6 6.7 19 21.3 63 70.8 1 1.1 

The company has agreements on 

proper warranty assurances 

during procurement. (n=89) 

0 0.00 38 42.7 9 10.1 41 46.1 1 1.1 

The company has long-term 

supplier relationship. (n=89) 
0 0.00 45 50.6 15 16.9 29 32.6 0 0.0 

The company faces fluctuation 

over the price of procurement. 

(n=89) 

0 0.00 34 38.2 8 9.0 46 51.7 1 1.1 

Source: Own Survey 2019 

Concerning on the issue; The company gained benefits when bargaining with suppliers 

(quality, cost…) results in the above table show that; 29.2% of respondents are disagree, 

6.7% of respondents are moderate, 62.9% of respondents are agree and 1.1% of 

respondents are strongly agree. Almost 62.9% of the respondents revealed that the 

company has gained benefits by properly bargaining during procurement.  

 

Concerning on the issue; Wrong delivery of either the Semi Knock Down (SKD) parts or 

spare parts results in the above table show that; 6.7% of respondents are disagree, 21.3% 

of respondents are moderate, 70.8% of respondents are agree and 1.1% of respondents are 

strongly agree. As we can observe from the response, 70.8% of respondents are agreed 
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that wrong delivery of parts is observed and this can be resulted from improper parts 

ordering by the company, improper parts delivery by the supplier’s side and other 

reasons. As David L. Anderson, Frank F. Britt, and Donavon J. Favre stated that, “With 

the emergence of Global competition and the rise of Service economy, efficient 

production and delivery of goods and services have become a vital part of the survival 

and success of every organization”.  

Concerning the issue that; The company has agreements on proper warranty assurances 

during procurement results in the above table show that; 42.7% of respondents are 

disagree, 10.1% of respondents are moderate, 46.1% of respondents are agree and 1.1% 

of respondents are strongly agree. From the above result, the company needs more 

emphasis to the warranty issue since 42.7% of the respondents are disagree. 

 

Concerning the issue that; The company has long-term supplier relationship results in the 

above table show that; 50.6% of respondents are disagree, 16.9% of respondents are 

moderate and 32.6% of respondents are agree. Having sustainable or long term 

relationships with suppliers can increase business trust and gaining reliable service. As 

per the 50.6% of the respondents, the company hasn’t long term supplier relationships 

and can be understood that, the company gave attention mainly for the sake of business 

but mainly without considering the customers that uses the products of the company. As 

Kotler stated that “Four key constituents for relationship marketing are customers, 

employees, marketing partners (channels, suppliers, distributors, dealers, agencies), and 

members of the financial community (shareholders, investors, analysts)”. 

 

Concerning the issue that; The company faces fluctuation over the price of procurement 

results in the above table show that; 38.2% of respondents are disagree, 9% of 

respondents are moderate, 51.7% of respondents are agree and 1.1 % of respondents are 

strongly agree. 

A firm or business entity should have strategies and policies that forecasts changes at the 

business environment and price fluctuation.  

Table 4.8 Managerial Talent 

Factors Affecting Productivity Strongly 

Disagree Disagree Moderate Agree 

Strongly 

agree 
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Proper commitment of managers for 

continuous improvement over the 

technology used. (n=89) 

0 0.00 29 32.6 10 11.2 50 56.2 0 0.00 

The company implements strategies for 

training & development at organization 

level. (n=89) 

0 0.00 43 48.3 5 5.6 41 46.1 0 0.00 

Shareholders (owners) interference on 

decision making. (n=89) 
0 0.00 71 79.8 2 2.2 16 18 0 0.00 

Devotion or commitment over 

managerial talent development. (n=89) 

0 0.00 60 67.4 6 6.7 23 25.8 0 0.00 

Source: Own Survey 2019 

 

Concerning on the issue; Proper commitment of managers for continuous improvement 

over the technology used results in the above table show that; 32.6% of respondents are 

disagree, 11.2% of respondents are moderate and 56.2% of respondents are agree. This 

indicates, even much of the respondents agreed that on the commitment of the managers 

for continuous improvement over the technology used, but as other respondents disagreed 

still there might be some limitations on continuous improvements. 

Concerning on the issue; Shareholders (owners) interference on decision making used 

results in the above table show that; 79.8% of respondents are disagree, 2.2% of 

respondents are moderate and 18% of respondents are agree. This indicates, the 

interferences by shareholders (owners) on decision making by the management team is 

less.  

Regarding; Devotion or commitment over managerial talent development used results in 

the above table show that; 67.4% of respondents are disagree, 6.7% of respondents are 

moderate and 25.8% of respondents are agree. From the respondents above, 67.4% of the 

respondents disagreed with the idea the manager’s devotion or commitment to develop 

managerial talent. Shoemaker & Jonker (2005) defines ‘talent as above average giftedness 

towards a task through which an employee creates added value in his or her work’.  

Table 4.9 Financial Factors 
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Factors Affecting Productivity 

Strongly 

Disagree Disagree Moderate Agree 

Strongly 

agree 
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The company faces inflation in 

exchange rate. (n=89) 
0 0.00 20 15.7 24 27 46 51.7 5 5.6 

The company has working capital 

meets its activities. (n=89) 
0 0.00 46 51.7 12 13.5 26 29.2 5 5.6 

The company done proper 

feasibility study before expansion or 

beginning of activities to minimize 

risks. (n=89) 

0 0.00 38 42.7 5 5.6 44 49.4 2 2.2 

The company has alternatives for 

source of finance. (n=89) 
0 0.00 31 34.8 5 5.6 49 55.1 4 4.5 

Foreign currency related issues (if 

challenges). (n=89) 
0 0.00 20 22.5 4 4.5 58 65.2 7 7.9 

Availability of loans for the 

assembling sector. (n=89) 
0 0.00 28 31.5 4 4.5 51 57.3 6 6.7 

Source: Own Survey 2019 

 

Concerning on the issue of; The company has working capital meets its activities used 

results in the above table show that; 29.2% of respondents are disagree, 13.5% of 

respondents are moderate, 51.7% of respondents are agree and 5.6 % are strongly agree. 

So, most of the employees (51.7%) are agreed with the issues of the company has working 

capital meets its activities.  

Regarding on the issue of; The company done proper feasibility study before expansion or 

beginning of activities to minimize risks used results in the above table show that; 42.7% of 

respondents are disagree, 5.6% of respondents are moderate, 49.4% of respondents are 

agree and 2.2 % are strongly agree. From the respondents mostly (49.4%) agreed that the 

company done proper feasibility study before expansion of activities to minimize risks and 

this implies the company has done feasibility study that helps to minimize the risks. 

Conversely, 42.7% of respondents are disagreeing and this implies there is awareness gap 

on the employees or some part of the employee’s believes that there is insufficient 

feasibility study.  

Regarding on the issue of; The company has alternatives for source of finance used results 

in the above table show that; 34.8% of respondents are disagree, 5.6% of respondents are 

moderate, 55.1% of respondents are agree and 4.5 % are strongly agree. Most of the 

respondents (59.5%) are agreed that in order to boost companies productivity there should 
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be alternative source of finances and also the company have alternative sources for finance 

like Banks and other sister companies.  

Regarding on the issue of; Foreign currency related issues used results in the above table 

show that; 22.5% of respondents are disagree, 4.5% of respondents are neutral, 65.2% of 

respondents are agree and 7.9 % are strongly agree. Most of the respondents (73.1%) 

agreed there is great negatively impact to boost productivity of the company since the 

assembling plant completely imports the parts needed to assemble the vehicle.  

Foreign currency allows paying for imports. If the economy buys lots of imports and sells 

few exports, there is a lack of foreign currency in the domestic market.  

So regarding foreign currency, since the challenge is external and the company should have 

alternative strategy to overcome the challenge which can highly reduce the productivity 

and might enable the company to lose its competitiveness. One option could be, expanding 

its activity to export based also. In Ethiopia the Metal and Engineering Corporation which 

is owned by government assembles different light & heavy duty vehicles and machineries 

& some of its assembled vehicles are exported to Somalia & other African countries. As a 

result the company can generate foreign currency that enables to import machineries, parts 

and tools for its business activities (Aaron Maasho, 2016). Accordingly, Belayab Motors 

also can expand its horizon with long run and start exporting of its products to some 

African countries or else, other option could be participating on the agriculture sector or 

receiving from farmers & exporting some cash crops and on return foreign currency can be 

generated which enables to support the assembly plant or activities. 

 

Regarding on the issue of; Availability of loans for the assembling sector used results in the 

above table show that; 31.5% of respondents are disagree, 4.5% of respondents are 

moderate, 57.3% of respondents are agree and 6.7 % are strongly agree. Most of the 

respondents (64%) are agreed on the availability of loans for the sector. 

4.3 Data Collected from respondents of interview questions (staffs of the company) 

 Regarding on the strategy concerning improvement on productivity of the vehicle 

assembling plant, the target respondent’s reply there is strategy for the regarding 

productivity and efficiency improvement issues, but limitations are observed on 

practical implementation on the ground with the strategies putted on the 



59 
 

company’s strategies as expansions or fulfilment of updated machineries & tools 

is not done. As a result, as the new entrants to the assembling sector are come 

with updated technology the company might not compete properly. 

 Concerning issue of machineries and equipment’s that becomes obsolete or 

outdated, most of the respondents replied that, even most of the machineries and 

equipment’s are still providing service but some of them are not for the reason of 

parts needed for maintenance are expensive and even they are maintained the 

service gained is not suitable with updated technology and equipped with 

computerized systems. But recently, the company is try to fulfil some 

equipment’s that are digital and computerized that helps to inspect and maintain 

the defected part during the assembly process and also before delivery to the end 

users. From the respondent’s point of view, more effort is expected from the 

company as the technology is changing dynamically. 

 Regarding the issue that, motivation for employees to perform their activities in 

better way as responses given from the respondents, bonuses are given annually 

based on annual performance evaluation results given by immediate supervisor or 

manager, but to build the motivation of the employees more activities like; 

smooth relationships of managers and employees, preparing of technical trainings 

and best performers on their jobs should be rewarded as the respondents said.  

 Regarding the challenges and opportunities of the vehicle assembling sector as the 

target respondents reply the responses are putted below; 

Opportunities: Currently the vehicle assembling sector is given emphasis by the 

government and chances are given for local assemblers to provide light and heavy 

duty vehicles to the public procurement, vehicle demand is increased from time to 

time by the society, better road infrastructure are the points raised by the 

respondents as opportunities. 

Challenges: Tax rate is based on engine size but excluding age of the vehicle and 

used cars are taken some competitive advantage, limited foreign currency, and 

limitation of skilled and trained man power on the sector, expensiveness of the 

tools and machineries used for vehicle assembly are explained by the target 

respondents. 
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 The researcher observed from the questionnaire suggestion parts that the company 

has that wrongly delivery of spare parts , poor safety practices like proper and 

enough personal protection equipment’s are not delivered to the employees and as 

a result injuries are occurred, low salary scale as compared from similar 

companies as a result higher employee turnover. 

 

Generally similarities are observed on both respondents of survey & interview 

questioners on the areas of high government tax system for Semi Knock Down 

(SKD) parts, shortage of spare parts, lack of employees motivation (reward is 

needed for best performers as interview respondents said, lack of timely technical 

trainings, wrong delivery of spare parts, high employees turn over) 

4.4 Data Collected from respondents of interview questions (Public Procurement 

and Disposal Service) 

 As the respondents revealed, the vehicles which are bought from Belayab motors 

PLC are mostly china branded products & when compared with other countries 

brand of vehicles like Toyota & Nissan the durability is not comparable by the 

parameters that; strength of materials of different parts even the materials made 

from steel are frequently wired out & damaged before the expected period. 

Regarding the selling price based on responses from the respondent, as the 

vehicles are bought from the company by tender bases the price is compared with 

other companies those are participated, but the brand of the vehicles are not taken 

as criteria’s. 

 Concerning preparation of trainings regarding with the updated models for 

technological changes by the company respondents said, even some materials are 

delivered with the vehicles like user manuals but sufficient trainings doesn’t 

prepared concerning the updated technical aspects, but also they revealed that 

during the agreement period training agreements are not included. 

  About providing proper & quality after sales services, as the target respondents 

revealed the company provides after sales services according the maintenance 

needed, but the quality of the service given is sometimes not satisfactory & as a 

result of maintenance faults & reworks are done. 
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 Regarding delivery of sufficient spare parts the respondents reply, the company 

doesn’t provide them spare parts by required quantity as needed because since the 

PPDS is bought & distribute vehicles to governmental offices throughout the 

country when spare parts are needed the company can’t fully provide the required 

parts & even the company only provide maintenance services only on its 

workshops but doesn’t sell based on the demands from regions. 

 Additional suggestions from the respondents are; there is high bureaucracy by the 

company during spare parts sales & maintenance issues since the process is not 

only done by the branches but even by the top management of the company 

allows by approving the letters & wastage of time is observed. 

 As the respondents are stressed on the delivery of spare parts by the company is 

less & as a result vehicles are kept out of service for long periods, the company 

might lose its competitive advantage.  
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CHAPTER FIVE 

SUMMARY OF FINDINGS, CONCLUSTIONS AND RECOMMENDATIONS 

 

5.1 Introduction  

This study has identified the factors affecting productivity of vehicle assembly; the case 

of Belayab motors PLC. This last chapter of the thesis summarizes the findings, and 

results of the thesis concluded with respect to each research questions; and lastly, 

possible recommendations are forwarded on the basis of the major findings of the study 

with addressing the basic research questions and specific objectives of the study. 

5.2 Summary of Findings  

From the above analysis it can be seen that productivity (understanding, measurement, 

analysis & improvement) level/practice of the case company is not at efficient level due 

problems both internal/firm level and external factors (based on the survey result). 

Generally problems associated with low productivity of the industries are mainly skilled 

man power & high employee turnover, high tax rate, low perception of Chinese products, 

lack of foreign currency, technology& machineries and equipment. These external 

problems need an integrated approach & participation of different stakeholder’s as 

government, educational institutes, associations and different organizations involvement. 

Based on the target respondents, the findings of the study are putted below; 

Regarding the findings from the survey and interview questionnaire on assessment of 

factors affecting productivity of vehicle assembly; the case of Belayab Motors PLC, the 

following findings of summary have been found and listed as follow; 

1. Concerning on governmental support to the sector by ongoing research having 

research centers 56.2% of respondents are verified that the government support by 

ongoing research is less. 

2. Concerning on educational and training centers specialized in Automotive 

industry 55.1% of respondents verifies that there are educational and training 

centers on the field of Automotive technology. 
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3. About high tax rate in SKD (Semi Knock Down) vehicles 56.1% of respondents 

agree the tax rate is high during importing the parts. 

4. Concerning on the issue the company has prepare trainings to minimize skill gap 

to operate machineries or to be familiar with the updated vehicle models 60.7% of 

respondents are disagree that proper trainings doesn’t prepared and also even the 

opportunities are not equally given to employees. 

5. Regarding on the company motivates for the commitment of employees to 

dedication at work results in the above table show that; 47.2% are disagree and 

this reflects on the motivation of employees attention should be given to enhance 

productivity. 

6. Concerning the issue of the company has sustainable organizational structure that 

links proper job and proper profession 47.2% of respondents are disagreed and the 

reason they rise is the organizational structure is modified frequently even some 

times new and insignificant positions are created but the employee persons are not 

fitted with the proper job with their profession. 

7. Concerning the issue that, Significant Employee turnover 98.9% of respondents 

are agree specially on the non-managerial positions and this means the employees 

which has direct link with the technical job are leaving the company and this 

shows productivity of the assembly plant is affected since the skilled and 

experienced man power at the area is minimized and other employees which 

might not familiar with the job are engaging, so that they need additional time 

until they will be familiar with the specific activities. So, the company should 

give attention to retain the experienced workers. 

8. Concerning on The perception of quality over Chinese products relatively with 

other brands 57.3% of respondents are agree that the perception for quality is low 

when relatively compared with other brand of vehicles and even used vehicles are 

preferred other than Chinese brand vehicles.   

9. Concerning the issue ,The company production volume meets the demand 51.7% 

of respondents are disagree because the company doesn’t utilize its capacity of 

assembling for different reasons like foreign currency and reasons. 
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10. Regarding the issue that, The company has customer focused 56.2% of 

respondents are disagree, this implies the company doesn’t or give less attention 

rather than only assembling & selling its products. 

11. Concerning on the issue; the company has Research & Development Focused 

Center 61.8% of respondents are disagree. So the company needs research and 

development focused section that engages on customer suggestion, studying the 

nature & design of the vehicles then commenting the manufacturers or suppliers 

for modifications that are conducive to our country like ground clearance of the 

vehicle and other issues that are not comfortable for the customers and end users. 

12. About the issue that; The company has reference materials for new technologies 

related with the sector results in the above table show that; 44.9% of respondents 

are disagree, but having enough and timely updated reference materials according 

the new model of vehicles can increase awareness of the employees engaging 

directly on the assembling activity. 

13. Concerning on issue of; The company has technology transfer strategy 47.2% of 

respondents are disagree, 23.6% of respondents are moderate and the company 

doesn’t give attention to technology transfer issue the reason might be the 

activities are only assembling by importing the SKD (Semi Knock Down) parts 

but as the company vision says the company will engage in manufacturing of 

some parts transferring of technology is mandatory. 

14. Concerning on The company has good Layout Design for Assembling Plant 

(comfortable working condition) 43.8% of respondents are disagree, 27% of 

respondents are responded moderate. The issues of safety and ergonomics are 

determinant factors for enhancing productivity as many authors agreed. 

15. Concerning issues related with; Lack of availability of spare part 87.2% of 

respondents is agreed & this is one of the highly influencing factors for affecting 

the productivity of the company significantly. 

16. Concerning on the issue; Wrong delivery of either the Semi Knock Down (SKD) 

parts or spare parts 70.8% of respondents are agree, as a result proper attention is 

needed by the company either properly ordering of parts or if the problem is by 

the supplier side solution should be putted for the problem. 
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17. Concerning the issue that; The company has agreements on proper warranty 

assurances during procurement 42.7% of respondents are disagree, this indicates 

in case of warranty coverage is needed by the end users of the products or 

vehicles proper services might not delivered. 

18. Concerning the issue that; The Company has long-term supplier relationship 

50.6% of respondents are disagree and either the company or the suppliers or 

manufacturers are not consistent on their business relationships. 

19. Concerning on the issue; Shareholders (owners) interference on decision making 

79.8% of respondents are disagree and this is good trend that the management 

team make free from interventions from the shareholders or owners. 

20. Regarding; Devotion or commitment over managerial talent development 67.4% 

of respondents are disagree, and the management team or the company as a whole 

should emphasis to managerial talent development that enables to manage the 

internal and external factors that negatively affect the productivity. 

21. Regarding on the issue of; Foreign currency related issues  73.1% of respondents 

are agree and as this is not the only challenge to the company to sustain its 

business activity alternative sources of foreign currency like by exporting some 

commodities should be assessed. 

 

5.3 Conclusion  

The purpose of this study was to assess factors affecting productivity of vehicle 

assembly; the case of Belayab Motors PLC. Based on the above variety of assorted and 

accompanying questions with the research collected data that are focused on the company 

financial, marketing, suppliers, and company’s management commitments’ are analyzed 

and interpreted in this research paper to arrive on suitable facts and possible solutions. 

Starting from the objective of this thesis, the following conclusions are forwards by 

defining and referring author justifications to address basic research questions. 

 

‟Productivity is the quality, or state of being productive. It is a concept that guides the 

management of production systems and measures its success. It is the quality that 

indicates how well labor, capital, materials, and energy are utilized”. (Kendrick & 

Creamer 1965) 
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“In addition to other factors, a nation’s economic power is dependent up on the level and 

growth rate of its manufacturing and service industry”. (David J. Sumanth) 

 

Accordingly to above authors says, this study have found the following conclusions; 

 The government has strategies that aim speed up and support the industry sector, 

but challenges are faced by the company related with taxation system that influence 

the company productivity comparing with other companies that import vehicles 

which are used or new. It’s obvious that, created job opportunities are increased, also 

benefits & payments increased parallel when the company productivity is at its best 

which also contributes for the macro economic development. In addition, 

government support by ongoing research through Universities, TVET and other 

institutions that contributes to the overall development of the vehicle assembly 

sector is not as much as needed, by ongoing collaborated research with stockholders 

the assembling sector of the company is transferred to manufacturing of parts which 

is the vision of the company and if the company start manufacturing of some parts of 

a vehicle imports could be minimized on the other side by exporting some parts 

additional income could be gained by the sector. 

 The company have good opportunity of expanding the vehicle assembling service 

for the below listed reasons; 

 The vehicle assembly sector is one of the areas that are at infant level and 

the company has relatively experience other than the new ones. 

 The government recent policy has given chances to procurements from local 

assembler’s different kinds of light, heavy duty and other different kind of 

machineries. On this issue Belayab Motors PLC on the way of providing 

different kinds of vehicles to government by winning the tenders. 

 Also currently the demand for vehicles is increasing but there is a supply 

gap and the company had better opportunities sustain on the sector by 

delivering vehicles based on segmenting demands of the buyers.  

 

 The company has prepare trainings to minimize skill gap to operate machineries 

or to be familiar with the updated vehicle models, but the training opportunity is not 
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fairly distributed to employees or staffs which are not directly related with the 

training contents are participated with insignificant output or value. 

 

 The company has sustainable organizational structure but limitations are there 

with the issue linking proper job for proper profession in terms of adequate work 

experiences, educational background even written in the structure but doesn’t 

implement practically.  

 

 At the company employee turnover rate is higher for the reason of salary, 

promotion issues and other problems related with biased performance evaluation 

issues, sine promotions and benefit packages are given based on the annual 

evaluation results. 

 

  The companies assembles vehicles are Chinese branded products and when 

compared relatively with other brands even with the used ones the competition on 

the market is stiffer but relatively good for the vehicles sold by tenders which are 

mostly used by government.  

 

 The company can’t fulfill the demand of spare parts and challenges are observed 

regarding with long delivery of parts and those parts are stocked without providing 

the expected service and some of the spare parts are obsoleted or outdated for the 

reason of the model of vehicles are not currently available of designs are modified 

on the systems. As a result there is gap on vehicles that are sold and available spare 

parts of different light and heavy duty vehicles.  

 

 The company has gave attention for agreements on proper warranty assurances 

during procurement, but during implementation the agreements are not fully 

applied for the reason of inconsistency supplier relationships and sometimes the 

suppliers doesn’t deliver spare parts according their agreements. 

 

 Assembling plant requires for precision instruments (working tools) used for 

inspection, assembling lines, and after-sales services; accordingly results from the 

respondents the company is not equipped with well-developed technological 
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equipment’s and the company is required for continuous improvement over the 

fulfilling advanced and updated technologies equipment’s. 

 

 The Company doesn’t build consistent relationships with suppliers except 

recently had agreements for exclusive dealer of KIA brand vehicles which are 

Korean products and rapidly suppliers are changed by the company for the sake of 

cost issues & relatively quality and durability’s are compromised. 

 

5.4 Recommendations  

From the above summary of finings the following recommendations are given concerning 

giving remedies for the significant factors that affect productivity of the vehicle 

assembly. “Productivity improvement is not just doing things better; it is doing the right 

thing better” (Joseph P.1999).  Accordingly to above authors says, this study have found 

the following recommendations:- 

 

 All imported goods to Ethiopia are subjected to customs duties and taxes, unless 

exempted by law. Taxes applicable on imported goods are: Import (Customs) 

duty, Withholding Tax (a fixed rate of 3%), Excise Tax (if applicable), VAT (a 

fixed rate of 15%) and Surtax (a fixed rate of 10%). Duty is tariff collected on the 

value of the good calculated on the basis of its actual total costs. It is levied in 

accordance with the rules of the international convention on the harmonized 

customs description and coding system. Sur-tax applies on all imported goods, 

except those exempted by the Council of Ministers Regulation No. 133/2007 at 10 

percent rate. Excise tax is paid on imported goods with a percentage rate ranging 

from 0 to as high as 100. VAT on imported goods is a flat rate of 15 %. A 3 

percent withholding tax applies also on imported goods. These taxes are 

calculated based on the cost and freight rate. The new Ethiopian reality has shown 

that cars are no longer a sign of wealth but a vital mechanism needed to make 

people function effectively. Imported vehicles may cost as much as three times 

the retail price of the vehicle outside of the country. At least eight out of 10 

imported are used vehicles. Vehicle affordability is further locked up by 

prohibitively high vehicle taxes in Ethiopia, depending on engine size. So, the 

https://www.2merkato.com/index.php?option=com_content&view=article&catid=46:withholding-tax&id=32:withholding-tax-in-ethiopia-rates-withholding-agent
https://www.2merkato.com/index.php?option=com_content&view=article&id=54:excise-tax&catid=1013:tax&Itemid=29
https://www.2merkato.com/index.php?option=com_content&view=article&id=29:vat&catid=1013:tax&Itemid=29
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research gives suggestion to the government is  to consider how  the tax to be 

levied on used car age ,physical condition ,environmentally friendliness, zero 

value addition for business activities (luxury vehicles) and other similar points to 

charge high tax rather locally assembly cars.  

 Due to the emergence of electronically equipped and diagnostic vehicles requires 

for the updated know how and skills to solve and work over this technologies; 

accordingly the company has to establish research & development centers as well 

as training centers for both employees and managements to equip with such 

requirements over automotive sectors.  Also this enables, the motivations to 

perform the activities expect form the employees properly.  

 

 The organizational structure of the company should be applied practically per the 

job specifications written. In addition best practices should be combined different 

methods of incentive packages, frequent review of salary scale, and creation of 

good working environments in order to reduce the significant employees turn 

over. 

 

 As the company is mainly engaging on the assembly of china vehicles which are 

small and heavy duty there should be aggressively work on advertising and 

showing the standard and quality of the china products by providing better model 

of vehicles and changing the image on buyers to increase the perception and 

acceptance of the china brand vehicles but while issues like; durability, fuel 

efficiency, safety should emphasized. 

 

 The company should implement strategy that is customer focused & accordingly 

specifications of the vehicles should consider the demands of the end users rather 

than only selling the vehicles as this creates dissatisfied customer. 

 

 The company has to establish and implement a technology transfer strategy since 

the vision of the company is to become the preferred manufacturer of branded 

high quality automobile and light duty vehicle in East Africa.”. 
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 The company should done modifications on the assembly plant regarding with 

creating comfortable working environment for employees like ventilation and 

fulfilling safety equipment’s. In addition, damaged and unmaintainable 

machineries should be changed by new ones to become competent with the new 

emerging vehicle assembling companies. 

 

 The company should give attention for the wrongly delivered spare parts that are 

fully or partially unusable and only stocked at stores, when spare parts are ordered 

proper communication should made with the suppliers. 

 

 The company should implement long term supplier relationships as frequent 

changing of suppliers could make unmanageable the sold vehicles for after sales 

services and to provide spare parts.  

 

 Survey of demand and supply analysis should have to be investigated 

continuously in addition to understanding the competitor behavior for where they 

are stand and who are efficient in the sector. 

 

 The company should fulfil precision materials and instruments that helps to 

facilitate the assembling process and used for pre delivery inspection of the 

vehicles.  

 

 The company selling price should consider other competitors having products 

with similar performance, durability & other parameters at the market, since the 

selling price of the company is higher than other similar companies with similar 

products and this is one criteria that affects buyers decision to buy or not. 

 

 As the interview respondents from Public Procurement & Disposal Service 

revealed and the responses are similar with the survey questioner respondents that 

there is shortage, and spare part shortages are challenging their operations as 

some of the vehicles are being out of service because of lack of spare parts, the 

company should give high attention on fulfilling the demands. In addition as 
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revealed by the PPDS respondents, the bureaucrat practices on the company 

during service providing should be minimized as unnecessary time is consumed.   

5.5 Suggestions for future research 

During the work of this thesis for the partial fulfillment of MBA in Industrial 

Management, the researcher observed productivity affecting factors related with car 

assembling. Accordingly, many issues can be raised over the topics and which results a 

great benefits over each countries development as huge capital of investments are laid off 

at the motor vehicles that are used for transportation, which serves inputs for the 

agricultural and industrial developments of the country.  

Some recommendations for future purpose will be: 

1. The reality in our country shows that, currently all needed parts are imported and only 

assembling activities are done, but for future research feasibility of manufacturing of 

some parts even by recycling the used parts like; rubbers, plastic and still tubes and 

other parts could be done. 

2. As the vision of Belayab motors PLC is becoming the preferable vehicle manufacturer 

in east Africa, researches are highly needed on how to transform from vehicle 

assembler to vehicle manufacturer by identifying the prospects and related challenges. 

In addition, on vehicle exporting to African countries and searching market areas 

outside the country that are suitable and with available materials, labor and other 

inputs as this enables to generate foreign currency for the sector and for the country as 

a whole. 

3. The researcher is trying to address areas that affect the productivity of car assembling 

using this research; the findings from the questionnaire revels that the vehicle 

assembling sector has challenges. Accordingly, future researches could emphasized for 

detail investigation by selecting over either of technological factors, government rules 

and regulations, challenges on human factor analysis (Ergonomics), marketing 

challenges, suppliers relation challenges, management commitment challenges and 

financial challenges over the sector either at organizational level or country wises or  

can be addressed. 
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Appendixes I –Survey Questionnaire 

For Staffs of the company 

 

 

Addis Ababa Science and Technology University 

College of Natural and Social Science 

Dear Respondents, 
 

The purpose of this questionnaire is to gather information on assessment of factors 

affecting productivity of vehicle assembly; the case of Belayab motors PLC in partial 

fulfillment of the requirements for the degree of masters in industrial management at 

Addis Ababa Science and Technology University. Your genuine responses have an added 

value to the success of this thesis. The information is only used for academic purposes 

and will be kept confidential. Should there be any harm on respondents due to their 

participations the researcher will be liable. 

 

                                                                                                           Sincerely, 

                                                                                                        Thomas G/tinsae 

                                                                                                         0936733218 

                                                                                                         tomas12gr@gmail.com                       
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Instruction 

 

 For questions which are provided with alternatives use only one Tick Mark () for a question 

 For questions that are not provided with alternatives you are requested to write your answer 

on the space provided. 

 

 

 

Part One -   Demographic Characteristics of Respondents 

 

i.  Gender  Male   Female 

 

ii. Age Range  From 18-30   From 41-50 

From 31-40   Above 50 

 

iii. Specify the operation or departement you work in the company 

 

Technic & Sales Operation  

Admin. Finance & Procurement Opertaion  

Marketing Departement  

Human Resource Division 

Foreign purchese Division 

 

iv. Educational Background 

 

 2
nd

 Degree & Above  1
st
 Degree 

       College Diploma   Certificate 

 

v. Your work experience in the organization 

 

1-3 years                                        7-10 years 

4-6 years Above 10 years 

 

Part Two -   Survey questions for respondents to rate their scales to listed questions  
Rating Scale Represents for number of 

Strongly Disagree=1,    Disagree=2,    Neutral=3,     Agree=4     and     Strongly Agree=5 

S. 

No. 

Assessment of Factors Affecting Productivity of Car 

Assembling; The Case of Belayab Motors PLC St
ro

ng
ly

 

Di
sa

gr
ee

 

Di
sa

gr
ee

 

M
od

er
at

e 

Ag
re

e 

St
ro

ng
ly

 

Ag
re

e 

1 2 3 4 5 

A Government Rules & Regulation 

1 Government’s Research and Development center at 

country level to support the sector. 

     

  2 Availability of technical and educational Centers 

specialization in Automotive Industry. 
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S. 

No. 

Assessment of Factors Affecting Productivity of Car 

Assembling; The Case of Belayab Motors PLC St
ro

ng
ly

 

Di
sa

gr
ee

 

Di
sa

gr
ee

 

M
od

er
at

e 

Ag
re

e 

St
ro

ng
ly

 

Ag
re

e 

1 2 3 4 5 

3 Higher tax rate in SKD (Semi Knock Down) parts.      

4 The taxation system is equal or similar with used cars 

& the new assembled one’s. 

     

B Human Resource 

1 The company has prepare trainings to minimize skill 

gap to operate machineries or to be familiar with the 

updated vehicle models. 

     

2 The Company motivates for the commitment of 

employees to dedication at work. 

     

3 The company has sustainable organizational structure  

that links proper job and proper profession. 

     

4 Significant Employee turn over       

C Marketing 

1 The perception over Chinese products on quality and 

durability relatively with other brands. 

     

2 Selling price is higher than the market in similar 

companies for assembled similar models. 

     

3 The company provides variety model of cars.      

4 Company production volume meets the market 

demand. 

     

5 The perception over Chinese products on quality and 

durability relatively with other brands. 

     

D Technology 

1 The company has Research & Development Focused 

departement or division. 

     

2 The company prepares reference materials for new 

technologies related with the sector. 

     

3 The company has technology transfer strategy      

4 The company has good Layout Design for Assembling 

Plant (comfortable working condition) 

     

5 Availability of sparepart      

6 The company provides high precision instruments 

(working tools)  for assembling  & Per Delivery 

Inspection (PDI).  

     

E  Suppliers 

1 The company gained benefites during bargaining with 

suppliers (quality, cost…) 

     

2 Wrong delivery of either the Semi Knock Down (SKD) 

parts  or spareparts 

     

3 Proper warranty assurances agreementsduring 

procurment. 

     

4 Having long-term supplier relationship      

5 The company faces fluctuation over the price of      
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S. 

No. 

Assessment of Factors Affecting Productivity of Car 

Assembling; The Case of Belayab Motors PLC St
ro

ng
ly

 

Di
sa

gr
ee

 

Di
sa

gr
ee

 

M
od

er
at

e 

Ag
re

e 

St
ro

ng
ly

 

Ag
re

e 

1 2 3 4 5 

procurment 

F  Managerial Talent 

1 Proper commitment of managers for continous 

improvement over the technology used 

     

2 The company implement strategies for training & 

development at organization level 

     

3 Shareholders (owners) interference on decision making      

4 Devotion or commitment over managerial talent 

development 

     

G Financial Factors      

1 The company faces inflation in exchange rate      

2 The company has working captial meets it’s activities      

3 The company done proper feasibility study before 

expansion or beginning of activities to minimize risks 

     

4 The company has alternatives for source of finance      

5 Foreign currency related issues       

6 Availability of loans for the assembling sector      

 

 

Can you listdown any additional factors affecting productivity of car assembling ? 

            

            

            

            

            

      

 

What improved idea or system can you recommend in order to reduce most encountered 

affecting factors? 
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Appendix II –Interview Questions  

 
 

                                                Addis Ababa Science and Technology University  

                                                      College of Natural and Social Science 

 

Dear Respondents,  

The purpose of this interview is to gather information on assessment of factors affecting 

productivity of vehicle assembly; the case of Belayab motors PLC in partial fulfillment of 

the requirements for the degree of masters in industrial management at Addis Ababa 

Science and Technology University. Your genuine responses have an added value to the 

success of this thesis. The information is only used for academic purposes and will be 

kept confidential. Should there be any harm on respondents due to their participations the 

researcher will be liable. 

                                                                                               Sincerely, 

                                                                                              Thomas G/tinsae 

                                                                                              0936733218 

                                                                                              tomas12gr@gmail.com      
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Job Position_________________                          Service Year_________________  

 

1. Do you have strategy concerned on improving productivity & efficiency of the vehicle 

assembly plant? If your answer is yes, how far are you implementing practically?  

_____________________________________________________________________ 

_____________________________________________________________________ 

______________________________________________________________________ 

2. How well does your company give attention to change or maintain obsolete or out dated 

machineries? 

_______________________________________________________________________ 

_____________________________________________________________________ 

______________________________________________________________________ 

 

3. Are motivational issues in place to encourage employee’s productivity?  

_____________________________________________________________________ 

______________________________________________________________________ 

______________________________________________________________________ 

4. Can you mention significant challenges & opportunities to improve productivity of the 

vehicle assembly plant?  

Opportunities; 

________________________________________________________________________

_________________________________________________________ 

________________________________________________________________________ 

Challenges;______________________________________________________________

________________________________________________________________________

________________________________________________________________________ 

4. Any suggestion or recommendation you may have?  

________________________________________________________________________

_______________________________________________________________________ 

 

 



81 
 

Interview Questions for Public Procurement and property Disposal Service (PPDS) 
 

 

 

1. Does your office gain the expected benefits from the vehicles you bought & receive from 

Belayab Motors PLC in terms of durability & performance? And also is the selling price 

of the company is reasonable regarding with the features & quality of the vehicles 

compared with other company’s brand of vehicles with similar specifications? 

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________ 

 

2. Does the company prepare trainings regarding the new technological updates on the 

vehicles you bought during or after delivery? 

________________________________________________________________________

________________________________________________________________________ 

3.  Does the company provide proper & quality after sales services & maintenances for the 

vehicles you bought? If your answer is No what measures did you take to tackle the 

problem? 

________________________________________________________________________

________________________________________________________________________ 

4.  Does the company deliver sufficient spare parts for the vehicles you bought? If the 

answer is No how did you fulfill your demands? 

________________________________________________________________________

________________________________________________________________________ 

 

5. Any additional suggestions? 

________________________________________________________________________

________________________________________________________________________ 
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Annexes 

Time Schedule and Cost Breakdown 

 

A) Time Schedule 

The proposal part takes a period of time starting from: Title Selection (from July 01, 2018 up 

to July 05, 2018 for 5 day), Proposal Development (from Dec. 10, 2019 up to Jan. 18, 2019 

for 1 month & 18 days). For the next steps; Instrument Development (from Jan. 20, 2019 up 

to Feb. 15, 2019 for 25 days), Data Collection (from Feb. 27 up to Apr. 20, 2019 for 23 

days), Data encoding (from Apr. 21 up to May 05 for 15 days) Data analysis (from May 16 

up to May 31, 2019 for 15 days), and Submission (June 01, 2019). 

Tasks  performed & to be performed    

Title Selection          

Proposal Development         

Instrument Development          

Data Collection         

Data Encoding          

Data Analysis          

Submission          

 01-05 01-18 20-15 27-20 21-05 16-31 01 

Jul. 2018 Dec. – Jan. 2019 Feb.–Apr. 

2019 

Apr-May 

2019 

May June 
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B) Cost Break down 

No Budget Items Total 

Quantity  

Price Per Unit Cost 

1 Stationeries 

 Paper (Draft)  1x2 100Birr/Pad 200.00 

 Pen 3x4 3Birr/Pen 36.00 

 Notebook 1x2 15Birr/Book 30.00 

 Flash disk 1x1 200Birr/Flash disk 200.00 

 Telephone Card 1x4 50Birr/Researcher 200.00 

 Scientific Calculator 1x1 150Birr/Calculator 150.00 

 Fluid (UHU) 1x2 65Birr/Fluid 130.00 

 Sub Total   916.00 

2 Personnel 

 Secretarial Services 100 5Birr/Page 500.00 

 Questionnaire Duplication 105 0.75Birr/Page 78.75 

 Research Duplication 200 0.50Birr/Page 100.00 

 Binding 2 35Birr/Bind 70.00 

 Sub Total   748.75 

3 Allowance 

 Transport 5x4 24Birr/Day 480.00 



84 
 

No Budget Items Total 

Quantity  

Price Per Unit Cost 

 Coffee/Tea 5x4 10Birr/Day 200.00 

 Lunch 5x2 50Birr/Day 500.00 

 Sub Total   1,180.00 

 Total   2,844.75 

 Contingency   426.71 
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