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This research focuses on the capacity planning for formaldehyde product under
uncertain demand. The objective is to minimize cost per unit of production. Currently, the
company does not have a forecast procedure, which affects capacity planning process.
Therefore, a forecast model and capacity plan are developed under uncertain demand to
minimize cost per unit of production. A research methodology gathers formaldehyde demand
data between 2002 to 2007, analyzes data and forecasts 2008 demand. A capacity plan is
developed based upon the forecasted demand and company conditions, then the plan with the
minimize cost per unit of production is chosen to be applied.

The results show that the best forecast model is Winter’s exponential smoothing
Method with forecast errors MAD = 77.29, RMSE = 126,07 and MAPE = 2.71. This method is
used to forecast 2008 demand. Options for capacity plan are developed based upon a company
policy. Linear programming models are developed to search for the optimal capacity plan for
each option. The best capacity planning approach is to operate the process three months
consecutively with independent capacity levels in each month. This approach provides the
minimum cost and maximum profit per unit of production. Comparing the plan from research
with the current operation in 2008, we found that the cost per unit is reduced by 27.34 baht/ton
and the profit per unit is increased by 92.67 baht/ton. The approach from research will be

applied for capacity planning in 2009.





