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Chapter 11

Turnowar Bata

‘Waglks of Supply

Percant of Aszets to Imventary Turnowar Rate

Chapter 11

Percant of Shutdown

Bullwhip Measura

Holding Costs

Turmonwar Fate

COGS
Ave. inventary

mventory turnover =

Parcent invastad in inventory

Averags Inventory investmen

% invested = Toral Ascots + 100

‘Waek of Supply

Ave. Inventaory
Weeks of supply = Ave. weekly COGS

Ave. Inventary
Menalap iy = [.qn:rmaz COG

a4 weeks

Bulhwhip
Variance of orders o
Bullwhip = —— f _ Giraars
Variance of demand o3
Halding Cost

Annual kolding cost « product valus

Daily holdi ==
aily holding cos 3eC
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Dollar Valurma
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per day in days
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D
6= # of working days in a year

CQuantity Discount Model
Totel annual cost = Satup cost + Holding Cost + Product cost
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TC= =5+ =IP+PD
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where O = Quankiiy ondened 7 = Prip= per usi

D = Annoel demand Inunks i = Hoiding cost par unk per year
& = Crderng or setup cost per order expressed & p pencent of price &
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Economic Order Quantity [E00)

Annucl Fetup Cogt =

F unif inesach order per argar

Annual Holding Cost

d HEy ;
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& = Mumber of pieces per order
* = Optimal number of pieces per order (EOQ)
I} = Annual demand in units for the inventory item
& = Setup or ordening cost for each order

H = Haolding or carrying cost per unit per year
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Annual! Demand }(Satup OT arder cos
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Probabilistic Demand
ROP = demand during lead time + Z0g,
Z = Numbar of standard deviations
Oar = Siondord devictlon of demand during lecd ttms




