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ABSTRACT

In this paper, we investigate an integrated supplier selection and order lot sizing model for items with
imperfect quality. A closer look at the literature reveals that previous researches don’t consider the effect
of imperfect items in received orders from suppliers on buyer’s inventory level. Hence, using economic
order quantity (EOQ) concept to determine the ordering policy we formulate this problem as a mixed
integer nonlinear programming that maximized total annual profit of buyer such that demand is
completely met and suppliers’ capacity constraints are satisfied. The revenue of buyer consist of sale
items with good quality and salvage the items with imperfect quality also relevant logistics cost include
ordering, purchasing, inspection, inventory holding and suppliers management cost. Since proposed
model is nonlinear, first by using the unique property of the model, it is converted to mixed integer linear
programming then solved by GAMS/CPLEX software to obtain optimal solution.
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