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Inventory Cost Reduction of Sub-contractor
Company for Designing and Installation

Machines in Manufacturing Process

Tawan Panyasuriyavong*
Sakchai Rakkharn*
Attakorn Klungkuarmdee*
Jeerawat Plongmai*

Podchanee Sriwichian*

Abstract

This research aims to reduce inventory costs for a subcontractor company involved in the
design and installation of machinery for manufacturing processes. From stock count data, it was
found that the company had 26 inventory items with a total value of approximately 263,436 Baht.
The inventory value was found to be about 71% higher than demand. Moreover, the physical inventory
is not categorized, and products are not placed in specific locations, making it difficult to visually
manage operations, locate products, and often resulting in repeated purchases. To address these
issues, the ABC analysis method is applied to categorize inventory based on product value. This
classification divides the inventory into category A with 7 products, category B with 9 products, and
category C with 10 products, respectively. Category A includes the highest-value items. Inventory
management with a mathematical model is applied to analyze and solve the identified problems,
starting with forecasting monthly product demand, determining minimum and maximum stock
levels, setting purchase cycle times, and calculating optimal purchasing quantities in comparison

with the Economic Order Quantity (EOQ) model. The analysis is conducted by applying these

Corresponding Author : Tawan Panyasuriyavong 31/23333, Moo 2, Khlong Sam Subdistrict, Khlong Luang
District, Pathum Thani Province 12120 E-mail : panyasuriyavong@gmail.com
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formulas in Microsoft Excel. The results for product group A reveal that 6 items are non-turnover
products. For these, purchasing quantities were determined based on purchase cycle time rather
than EOQ to reduce the risk of excess inventory. Additionally, new warehouse design principles
were implemented to organize products neatly. Products are now stored by category, the storage
area is clearly divided, and aisles are assigned to specific staff to facilitate quick and easy stock
checks. Finally, the average time required for product picking improved from approximately

20 minutes to 5 minutes per pick, representing a reduction of 75%.

Keywords : ABC analysis / Economic Order Quantity / inventory management model /

Sub-contractor of design and installation machinery
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