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ABSTRACT

Inventory management techniques are applied to set up the practical inventory management
policy of the case study of chemical fertilizer store. The main objective of this study is to reduce the
total inventory management costs in order to increase the competitiveness of retail prices. The study
starts from inventory classification using ABC analysis, developing forecasting models, setting up
inventory management models and sensitivity analysis. Finally, a decision support tool for inventory
management is developed via Excel program.

For inventory classification based on ABC classification, products are grouped by
considering product values and ordering lead time. Eighteen types of chemical fertilizers are classified
as two, seven and nine products for each group A, B and C, respectively. The products in group A are
approximately 70% of total inventory values and forecasting techniques are applied to set up
forecasting models for both products in group A. Then, economic order quantities (EOQ) with
discount are derived for group A. In addition, for category B and C, approximately 30% of total
inventory values, economic order quantity models with safety stocks are applied for setting up
inventory management policies of these two groups. The proposed procedure is evaluated with
inventory data of the year 2011 and the results confirm that the new policy helps in reducing inventory

cost of this store approximately 190,000 baht.



