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A Study on the Safety Stock and Related Costs in MRP Systems

Jong Hyun Baek™ : Sung Hong Kim**
Abstract

Master production scheduling(MPS) is one of the most important activities in production
and operations planning. Many firms are using the rolling schedule and the method of
freezing the MPS by the means of satisfying the changing demand and reducing the MPS
instability in uncertain times. The problem of decreasing service level caused by freezing a
part of MPS can be resolved by practical use of safety stock.

This research compares to hold the safety stock of finished goods only with to hold the
safety stock both of finished goods and parts in muilti-level MRP systems. The total cost

is the lowest when the safety stock of finished goods and parts are the same quantity of
standard deviation of forecast error.

* Professor, Department of Business Administration, Sogang University.
** Instructor, Department of Business Administration, Sogang University.
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