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The purpose of this paper was to study in inventory management in lubricants
importing business to discover the principle and application in lot sizing order quantity, reorder
point and safety stock.

This paper presented the economic order quantity model (EOQ), reorder point with
constraint demand and lead time formulation and simulation model by using Crystal Ball software.
The researcher ran the model with information from January 2004-December 2005 period in five
stock items for economic erder quantity and reorder point calculation and one stock item for
simulation model. The result shown that the e(;onomic order quantity model was able to reduce the
total annual costs which consisted of inventory holding cost and purchasing cost by comparing
with the previous method. the simulation model has resulted in the change of the lot sizing
quantity and reorder point when the total annual costs consisted of inventory holding cost,
purchasing cost and shortage cost.

The inventory management model in this paper reflected the component of total annual

cost which effected management decision in the inventory management.
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