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ABSTRACT

The objectives of the study on “Inventory Cost Control : A Case Study of One
Factory in Lamphun Province™ are to study pattems of inventory cost control and to find the
effective pattern of inventory cost control. Each monthly demand of maintenance and repair

inventory were collected for 466 items in the year 2001.

The study showed that the inventory items are classified by ABC system. Group A
which has highest-value items accounts for 80.22 percent of annual inventory value and 15.24
percent of all inventory items. Group B which has low-value items accounts for 14.81 percent of
annual inventory value and 25.96 percent of all inventory items. Group C which has lowest-value
items accounts for 4.97 percent of annual inventory value and 50.80 percent of all inventory

items.

Inventory group A is selected to study because it has the highest value in inventory
value. Comparing between its demand rate and output, group A demand rate does not directly
relate to the output of the factory but it depends on the engineering plan which is generated by the

production plan. So the demand rate is varied in each month.



The study of the pattern of controlling the inventory cost showed that the ordering
cost and the holding cost by EOQ model is 87,278.42 baht and by Newsboy model is 122,718.96
baht. However when considering the inventory shortage, EOQ model has the shortage of 63.38
percent of the studied items and opportunity cost of 84,375 baht, and Newsboy model has 1.41
percent of the studied items and opportunity cost of 1,875 baht. So the EOQ model is less

satisfactory than Newsboy model.

Therefore, it is suggested that the Newsboy model management has more effective
pattern of inventory cost control than EOQ model management. The reason is that when including
the opportunity cost of inventory shortage, ordering cost and holding cost, the Newsboy model

has lower cost than the EOQ model.



