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An Application of Monte Carlo Simulation for Optimal Order Quantity :
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This research aims to find the optimal order policies of the raw materials used in the
production of sausage; processed food. At present, this company uses policy to purchase
required raw materials according to the demand from the past at a steady order cycle. From
the past, they purchased large amount of fresh ingredients, including chicken meat and
chicken skeletal which resulted the production storage too. As a result, the total cost of
inventory increased. The research was applied to a Monte Carlo simulation in order to
determine the purchase order policy and the optimal order by selecting the most demand raw
materials to be applied in the research. The data was conducted by using ABC Analysis; it was
able to identify materials that are inGroup A with 3 different categories of chicken skeletal,
chicken meat and tapioca starch, then collecting the data for demand raw materials in each
category from the past in order to create a probability distribution table of the data
requirements. The demand of raw materials inventory in order to make an optimal purchase
order for the 3 categories; 27 policies are stimulated to determine the optimal order for
minimizing an inventory cost as much as possible. It was found that the optimal quantity and
the appropriate order to minimize the total inventory cost of raw materials as the followings;
the volume of order for chicken skeletal consisting of 4,400 kg. at the appropriate order is
5,904 kg., the volume of order for chicken meat consisting of 1,000 kg. at the appropriate order
Is 1,416 kg. and the volume of order for tapioca starch consisting of 930 kg. at the appropriate
order is 2,760 kg.It was found that the new purchase order policy are in the lowest cost of
inventory at THB 20,010,855 under the normal distribution cost and proper experiment
number of order cycle. As a result from 90 days of order cycle; this stimulation is able to save
inventory cost which was incurred from the past at THB 12,448,765 or 38.35% reduction rate.
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