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— Summary —

A Study on the Determination of Reorder Point

Jae-kun Koh

The ABC analysis method and rational determination of inventory quantity is
important in materials control, These days, materials control is taken seriously
because of the increase of material cost ratio in cost price, Particularly, the many
items and their various costs are complicated problems in materials control.

I have presented the theory of ROP, a general computation method and its
characteristics, in part II of this treatise, ROP is composed of demand of supply
time and safety stock.

The variation in demand and supply time is commonly absorbed by the provision
of safety stock. If we are determined almost never to run out of stock,
planned minimum balances will have to be very high, However, if service requirements
permit stock run-outs and back-ordering, safety stocks can be moderate,

I reviewed the safety stock level in the case of the Poisson distribution demand,
the normal distribution demand, and practical determination, Also I studied three
simplified programs of ROP determination methods :

1. the method by means of a nomograph
2. the method by means of a safety stock table
3. the method by means of a demand ratio

Reviewing positively these programs, I discussed the possibility of practical
utilization, The fast computation of ROP is the key to inventory problems. The
reliability of inventory control and the application of E O, Q. formula are the
advantages of the ROP system. In contrast, the increase in stock quantities and
the formal operation are some conspicuous weaknesses in this system,

There are some restrictions in the application items of this system : they are,

1. the stock items that are low valuable and have to be supplied in greater
quantities at one time,
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2. the stock items as maintenance materials that are difficult in forecasting,

3. the stock items that are especially abundant in number and are complicated
in inventory control, ’

Therefore, if we put into operation selectively the ROP system, we can solve
the problems of inventory control easily.
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