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Developing integrated inventory — pricing model under a vendor managed

inventory system for deteriorating products with shortage

F. Hassanzadeh, R. Tavakkoli-Moghaddam, A.A. Taleizadeh
ABSTRACT

Over the recent years, determining a using suitable inventory managemnt system and deternining an
optimal selling price for differnt goods had been a crucial subject of many scientific and industrial
reasearches. Todays, it would be impossible to solely rely on old and conventioanl models. Therefore, using
hybrid models to reach to the maximum benefit is necessary. Vendor managed inventory (VMI) is one of the
approaches that enhances the performance of the chain through creating coordination between supply chain
members. In this experiment, the model of pricing and controlling of the inventory in a combined way based
on VMI for instantly deterioration goods considering time limitation and time-dependent demand are
presented. The purpose of presenting the model is to determine the amount of the optimal price, the optimal
time of replenishment and the amount of order so that we can maximize the benefit. Therefore, having
presented the model, we will deduce that, in any price, the time of replenishment is optimal and unique.
Then it will be demonstrated that with availability of optimal time of replenishment, the objective function is
a concave function of price and its optimal amount is also available. Finally, numerical example is presented
to clarify the model.
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