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Effectiveness Evaluation of Demand Forecasting Based Inventory
Management Model for SME Manufacturing Factory
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Abstract SMEs manufacturing Factory, which are small-scale production systems of various types, mass-produce
and sell products in order to meet customer needs. This means that the company has an excessive amount of
material supply to reduce the loss due to lack of inventory and high inventory maintenance cost. And the products
that fail to respond to the demand are piled up in the management warehouse, which is the reality that the storage
cost is incurred. To overcome this problem, this paper uses ARIMA model, a time series analysis technique, to
predict demand in terms of seasonal factors. In this way, demand forecasting model based on economic order
quantity model was developed to prevent stock shortage risk. Simulation is carried out to evaluate the effectiveness

of the development model and to demonstrate the effectiveness of the development model as applied to SMEs in
the future.
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