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The objectives of this research were to study about butlwhip effect, to consider
the impact of bullwhip effect on the invenfory management and to determine the optimal
de-coupling point for production.

As the result of the study it was found that the customer demand was found of
being fluctuated; thus it decreased the accuracy of the forecast. If the demand was less
than the production volume, it generated the inventory cost. On the other hand, if the
demand was greater than the production, it imposed the opportunity cost i.e. lost of
sales. Moreover, it was also found that sales volume was a key factor to determine the
optimal production. The exponential smeothing was used to forecast the customer
demand. This is because it hadthe lowest Mean Absolute Percentage Forecasting Error.
In addition, it was found that by setting production volume adaptively corresponded to

sales forecast; it brought a lower total inventory cost than the current practice.
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