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The Appropriate Inventory Policy Formulation by
Using Monte Carlo Simulation Technique: Case
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ABSTRACT

This research aims to set the appropriate inventory policy in the chemical cleaning products and
chemical water treatment products manufacturer by using Monte Carlo Simulation Technique. This
company has no the purchasing policy and inventory control for using in manufacturing process. The
order quantity of the material depends on the past experience by whom responsible for the process which
resulted in the accumulated sunk cost from the accumulated raw material about 1,122,116 Baht/month.
The inventory model (s, Q), (s, S), (T, Q), (T, S) are studied through the application of the Monte Carlo
Simulation Technique to determine the inventory policy with the minimum total cost. From the study,
the appropriate policy is (s, Smax) Which is the submodel of (s, S) that the inventory levels are
continuously reviewed up to the maximum inventory level, Smax as soon as the stocks fall below a reorder
level, s. The previous inventory cost is about 5,600,585.73 Baht/year while the inventory cost from the
new inventory policy is about 4,982,126.62 Baht/year. The new inventory model gives the result of
618,459.11 Baht/year the reduction cost or 11.04% of total cost per year which is no shortage inventory.
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