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ABSTRACT

The purpose of this independent study was to analyse the transportation cost elements of
cylinder liquid propane gas retail business in case of Chiangmai Blue Flame Co.,Ltd in order to
obtain transportation cost reduction methods. According to the classification of transportation
cost, it was found that variable cost has more effect on total transportation cost, especially on the
fuel cost which is vary by distance and quantity of product transportation. Therefore, this study
applied the transportation model in operation management. The results were three models of
improvement. Then, Saving Algorithm method was applied to solve vehicle routing problems
together with improving transportation scheduling. Moreover, the loading of gas cylinder on the
truck have been rearranged as well as the non-value added activities have been removed.

The result of the study show that the first model, which is rearrangement distances that
customer delivery conditions were remained, reduce total distance by 18.65 % and reduce total
fuel cost by 11.43 %. This model is only modification of driver behavior to use new routing
sequences that is able to instantly implement and has more economical distances. The second
model, which is organized customer into separated group by frequency of purchasing and
rearranged routing sequences, reduce total distance by 18.46 % and reduce total fuel cost by
13.42 %. This model creates standard routing for each customer groups that easy to plan the
product transportation when the number of customer is increased but goods receiving hours were
totally changed. And the third model, which minimize goods delivery frequency, reduce total

distance by 42.58 % and reduce total fuel cost by 36.42 %. The condition is the effect of more



product quantity for each delivery time that customer will receive. The entrepreneur should be
added special sales promotion to customer. This model shows about mutually beneficial
relationship not only the business’s transportation cost reduction but also the customer
satisfaction. Moreover, the purposed method could decrease transportation time and increase the
effectiveness of transportation management. In addition, this research proposes a new process
flow that cut off non-value added activity in cylinder liquid propane gas internal handling process

for more efficient management.



