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TABLE D.10: Orion Electronics Inventory Simulation

DAY

ORDER 

RECEIPT

BEGINNING 

INVENTORY

RANDOM 

NUMBER

SIMULATED 

DEMAND

ENDING 

INVENTORY

LOST 

SALES

ORDER 

PLACED?

RANDOM 

NUMBER

SIMULATED 

LEAD TIME

1 8 56a 2 6 0 YESb 49c 2

2 6 14 1 5 0 NOd

3 5 82 3 2 0 NOd

4 12e 14 96 5 9 0 NO

5 9 67 3 6 0 YES 60 2

6 6 83 3 3 0 NO

7 3 83 3 0 0 NO

8 12 12 02 0 12 0 NO

9 12 04 0 12 0 NO

10 12 53 2 10 0 NO

Total = 65

a �Random number that corresponds to the first simulated demand. As the random number 56 falls within 30 to 69 of the 
random number interval in Table D.8, the corresponding simulated demand is 2 units.

b First order was placed as the ending inventory hits the reorder point level of 6 units.
c �Random number that corresponds to the first simulated lead time. As the random number 49 falls within 30 to 79 of the 
random number interval in Table D.9, the corresponding simulated lead time is 2 days.

d No orders were placed on days 2 and 3 as there is an outstanding order that was placed on day 1 that has not yet arrived.
e Order placed on day 1 for an order quantity of 12 units was received on day 4 at the expiration of the two-day lead time.

Populating Table D.10 was done one day at a time, beginning with day 1. On day 1 as the begin-
ning inventory was 8 units and the simulated demand was 2 units, the ending inventory was 8 – 2 = 6 
units. As all units demanded were met on day 1, there were no lost sales. Nevertheless, as the ending 
inventory reached the reorder point level of 6 units, an order for 12 units was placed on day 1. That 
order was scheduled to be received on day 4 at the expiration of the simulated lead time of 2 days. 
Other rows in Table D.10 were completed using the same logic.

From the results obtained in Table D.10, we can calculate per day the average ending inventory 
level, average number of orders placed, and the average lost sales:

Average ending inventory = 69 / 10 = 6.9 units per day

Average number of orders placed = 2 / 10 = 0.2 orders per day

Average lost sales = 0 / 10 = 0

If we assume that the ordering cost of placing an order for the microwave oven is $20/order, the hold-
ing cost is per oven per day is $5, and the cost of each lost sale is $15; then:

Inventory holding cost/day = (holding cost/oven/day) × Average ending inventory

= $5 × 6.9 = $34.50

Ordering cost/day = (ordering cost per order) × (average number of orders placed per day) = $20/
order × 0.2 = $4.00 per day

Shortage cost/per day = (cost of each lost sale) × (average lost sales per day) = $15 × 0 = 0

Hence:

Total daily inventory cost = $34.50 + $4.00 + $0.00 = $38.50


