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The purpose of this research is to study the reduction of raw material inventory cost in
electronic parts assembly industry. Seven materials, including PCB47302, CHIP CAP 0.1UF16V,
1C76549, CHIP CAP 0.1UF25V, Geldam Cover, CHIP CAP 0.22UF 16V and Support Ring of
SFE-2 Asic Board product, which had the highest sales in 2008 were studied. It was found at the
end of January 2008, that material inventory value was costly at 12,706,068 Baht which was the
result of purchasing materials without considering total cost and over-ordering of material
quantity. The researcher studied methods to control the purchase of materials and inventory level
at the lowest cost while meeting production demand.

The ABC analysis method was used to categorize the seven materials based on its value.
The materials were divided into three groups. Group A consists of 1C76549 and CHIP CAP
0.1UF16V. Group B consists of PCB47302 and CHIP CAP 0.1UF25V and Group C consists of
Geldam Cover, CHIP CAP 0.22UF 16V and Support Ring. Then the researcher compared costs

between the fixed period order method and the economic order quantity method. The result

shows that purchasing material by economic order quantity results in lower costs for Groups A
and B materials. Purchasing materials for Group C using the existing method shows no significant
cost in saving because the material value is low. Safety stock level was also studied and it was
agreed among the Material Control Department, the Purchasing Department and the Customer
Service Department including customers to lower the safety stock level by 10%. After the new
safety stock level and the purchase of material with economic order quantity were applied in
quarter 2 (2008), the inventory value was reduced by 423,421 Baht or 4.36% from 9,712,860
Baht in quarter 1 to 9,289,439 Baht in quarter 2. The result reveals that the use of the appropriate
material purchasing method and the use of the appropriate safety stock level can reduce material

costs in an electronic parts assembly industry.





