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This thesis attempts to evaluate the performances of a Vendor-Managed Inventory (VMI)
system implemented by a Electronics Manufacturing Service (EMS) Company in Thailand. The
case study company launches the VMI program with the objectives to serve the customers better
and to develop sustainable competitive advantage.

The study starts with the investigation of the effects of the VMI system on sale volumes,
revenues, customer service level, inventory turn, and production smoothness. The findings
indicate that the implemented VMI system has led to a trend of increasing in sale volumes and
revenues due to improved stock availability, reduced forecast errors, a decrease in raw material
stock with an increase in finish goods inventory managed by the vendor, and an improved
customer service level, resulting in greater customer satisfaction and customer retention.

The study also develops a simulation model to be applied to explore the possibility to
improve the present VMI system with a change in target stock policy and production planning
frequency. The simulation results reveal that a modification to the present target stock policy
would result in a reduction in cost, while the flexibility allowing the company to update the

production plans more frequently would lead to both improved service and lower cost.





