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ABSTRACT

The objective of this research study is to reduce the total inventory cost of the jewelry
company, which is the manufacturing facility in Thailand that supplies products to the
headquarters overseas. The research scope involves 57 items of gold tubes, which are considered
the best selling items. The data illustrates that the average inventory value of year 2011 rose to
22,560,847 THB, whereas the average demand over the same period was 9,642,398 THB. The
company put a high priority on the service level by, providing high inventory in order to be able
to serve the customer demand in every field, rather than by controlling the inventory level in the
attempt to reduce inventory management cost. Therefore, by applying the EOQ method, the
reorder point and safety stock level are capable of recording the proper figures that provide the
optimum inventory level, which reduces the total inventory cost, while the customer requirement
is still met. In order to achieve the objective of reducing the cost of managing inventory, the first
step is to improve the inventory system by using the theory of the ABC analysis to classify the
importance of the inventory determined by the value of demand. Then, the service level is set for
each group and the model EOQ is used in ordering materials by considering both the cost of
purchases and the storage costs. The result of this study revealed that the suggested method could
decrease the stock handling cost by 7,193,340 THB or a reduction of 29%, compared to the

inventory cost required by the current method.



