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Economic Order Quantity with Discrete Random Time Varying Demands for single item
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Abstract

We describe a formulating of the dynamic lot-sizing
single product problem when demand is discrete random and
time variant. Assuming that the probability of each demand
alternative is known for each period. This problem is difficult to
solve if the problem size grows because of various alternative

demand.

This paper is summary of five methods based on
optimization are proposed. The first method is an applied
dynamic programming (DP) procedure based on the extended
Wagner-Whitin  algorithm with further considerations on
additional states due to random events. The second and fourth
method are based on stochastic linear integer programming
(SLIP) Model and Bender decomposition algorithm and solving
by state of the art ILP package. Third method is based on
Dynamic programming heuristic procedure approach (HA)
Finally, the Fifth Method is based Markov Decision Process
(MDP) and solving by state of art LP package. Comparative
studies among Five methods indicate that MDP approach is most
efficient
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