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This research focuses on a two-
echdon spare pat inventory sysem in
semiconductor equipment industry.  The
environment in this research is a world-
wide semiconductor equipment
maenufacturer that supplies the demands
from its didribution centers and each
digribution center supplies the demand
from its local warehouses. Spare part in
dercBnbu®o? industry usually means those
pats with high cos, high sevice
requirement, and criticd low demand.
Almost every corporation in  this
environment adopts the continuous review
(S1,S) policy because of the above
charecteristics.  Therefore, the most
important thing in this inventory control
sysem is to determine the alocation of
safety stock among the distribution center
and its local warehouse.

In this dudy, a decison time variable
of local warehouse is introduced to find out
the optimd dlocation of safety stock in
this two-echdon inventory sysem. The
decison time variable is composed of two
parts. One is the leadtime from LW to DC.
Another one is the leadtime from DC to
MC, which is varied with the safety stock
level at the distribution center. Based on the
decison time variable, a new methodology



to solve this kind of problem and procure
the optimal dlocation of safety stock is
proposed. Although this  proposed
procedure focuses on the spare part
inventory system, the same idea can be
goplied to solve the dlocation problem in
other inventory system.
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