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Determination of Ordering Policy for Imported Materials
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Department of Industrial Engineering Chulalongkorn University, Bangkok 10330, Thailand
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Abstract The purpose of this research is to determine an appropriate ordering policy based on a fixed-order-
reorder-point system for imported materials with long lead time. This research has been done with a case study
company in steel industry. The as-is ordering procedure does not correspond well with the nature of demand
which fluctuates with high level of forecast errors. Moreover, the company has not rigorously set their ordering
policy. Hence, their inventory value is higher than their competitors.

This paper proposes a method to determine the reorder point and three approaches to determine order
quantity: 1) an economic order quantity, 2) a full container order quantity, and 3) a joint ordering quantity. The
proposed model has been tested with the actual company data from October 2011 to October 2012. The result
shows that the joint ordering approach gives the minimum total cost and yields 29.34 percent in cost reduction
compared with current approach. It is also showed that the fixed cost per container can be accounted to 80

percent of the total cost.
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