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The purpose of this thesis is to develop an inventory management system for an electrical
device trader. The objectives of the system are to improve the accuracy of inventory data and to
improve the service level while reducing the cost of inventory.

The study started with merchandises, which are comprised of 18 items, are selected for study
to develop an initial system. The system separates merchandises in to two categories. One is for over —
the - counter sales, whose demands are not known in advance and have to be forecasted. The other is
for project sale, whose demands can be predetermined.

In the case of over — the — counters sales, inventory control policies for individual items set
according to their annual sale volumes. The order — point / order — quantity policy is used for items
with low sale volumes. The Part — Period Balancing technique is used for medium to high sale volume
items, which employ the Decomposition technique to forecast their demands. As for items sold to
projects, the Part — Period Balancing technique is used. All calculation for inventory control
parameters are done with software packages.

A part of the development in this thesis is a database for keeping inventory data and reporting
inventory movement and statistics.

A test to compare the performances of the developed system with the existing ones, using the
operation data of year 2005, found that inventory cost was reduced by 53%, average inventory value
was reduced by 33%. This was achieved with a service level better than 97% and 3.85 times of

inventory turnover.
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