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Combined Dynamic Pricing and Inventory Model for Traditional Camisole Products
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Abstract

This research considers buying decisions of traditional Camisole during Songkran festival. The single-period inventory model
or the so-called newsvendor model is applied, since there is only one purchasing opportunity before the season starts. The company
specifies the service of level of 95%. Year on year growth of sales is analyzed using a linear regression technique, and the forecasted
sales of 2017 is obtained and used as an input to the newsvendor model. After that, the dynamic pricing strategy is applied so that
the profit is maximized. Based on the actual sales of 2017, the numerical results reveal the following: 1) Newsvendor model leads
to cost reduction of 9% or 1,416,662 THB. Inventory holding cost is reduced by 27% or 339,931 THB; as a result, the profit would
increase 37% or 1,152,972 THB; 2) dynamic pricing leads to a sales decrease of 1.8% or 351,705 THB. However, it increases profit by
1.6% or 68,576 THB; from 4,246,605 THB previously to 4,315,181 THB.

Keywords: Purchasing decision, Inventory management, Dynamic pricing strategy, Revenue management.
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