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Associated with Holding Inventory (Chicago, IL: National Council of Physical Distribution Management, 1976), p. 7.
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Reorder Point

- = > The reorder point is the quantity level of the
iInventory on hand that triggers a new order.

> I'he reorder point is simplest to compute when
bothidemand and purchase-order lead time are
kKnown with certainty.

> Reorder point =Number of units sold per unit of
time * Purchase-order lead time
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: Safety Stock

== | » Safety stock is inventory held at all times

regardless of the quantity of inventory ordered
using the EOQ model.

> Salety stock Is used as a buffer against

unexpected increases in demand or lead time and
unavailability of stock from suppliers.
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Decisions 1n Inventc

e \When is it time to reorder?
e If it 1s time to reorder, how much?
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Reorder Point

Reorder Reorder

3 4 6 7 8

Lead Time Lead Time
2 weeks 2 weeks

This exhibit assumes that demand and purchase-order lead time are certain:
E B

Demand = 247 tape packages/week  Purchase-order lead time = 2 weeks
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~ o1 C: Carrying costs per unit per period
D: Ordering costs per order
S: Total usage during the period
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Trade-off in EOQ Model:

Stock (#
of items)

7 8 9 10 11 12 13
Time (days)

Smaller (and more frequent) shipments imply lower
inventory carrying costs EEEREEE
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Fixed order point, Fixed order quantity

Fixed order Interval
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Periodic Review Policy

Inventory on Hand
Review period
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Target inventory level, TIL
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:: ABC Analysis
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