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ABSTRACT

The study has 3 objectives : (1) to analyze an existing inventory cost of solid
fuel in Lampang Cement Factory, (2) to analyze an efficiency of inventory management
using Economic Order Quantity (EOQ) model and to find optimal size of order per time,
and (3) to analyze incremental profit when Economic Order Quantity model is used in
inventory management. Secondary data on actual use of solid fuel from the Lampang
Cement Factory during 1999 to 2003 were used for the study. Economic Order Quantity
model of Ford W. Harris is used. '

In the study, the inventory costs are assumed to consist of 4 types of costs: (1)
value of solid fuel (2) ordering cost (3) holding cost and (4) shortage cost i.e.
opportunity cost incurred when solid fuel is in shortage. However, the shortage cost is
assumed to be nil due to difficulty to evaluate their value and there are a lot of

departments involved.




The study shows that the actual inventory quantity is 186,508 tons per year on
average , the average inventory cost is 80,263,687 baht per year, the average inventory
cost per ton is 432.39 baht, the average actual quantity ordered is 5,000 tons per time,
and the total number of order is 38 times per year. When the EOQ model is applied in
inventory management, it is found that the average quantity should be 563 tons per
order, the total order number should be 332 times per year, the average inventory cost
should be 795,741 baht per year and the average inventory cost per ton should be
428.17 baht. The average incremental profit due to EOQ management should be
747,946 baht per year with average inventory cost per ton of solid fuel should be 4.22

baht.




