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Study of multi-echelon inventory optimization using
improved guaranteed-service approach under stochastic demand
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Abstract: For the limitation of guaranteed-service approach (GSA) in solving the multi-echelon inventory
optimization problem without considering fixed order cost and operating flexibility cost, this paper studies a
two-echelon distribution system with the stochastic customer demand, with an improved GSA optimization
model established. For the complexity of the objective function and nonlinear constraints, an optimization
procedure based on line search is proposed to solve the problem. Experimental results demonstrate the effec-
tiveness and convergence by the model and algorithm.,
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Fig.1 A two-echelon distribution system with

one warehouse and N retailers

J T TS RS — AR RS 3 0 &
IROTEST . RN NEER . i=1.2,,N,
R G0 R AR s i SR m L B3 5 51 A AT B
W RLEAE” AR AL BE L A S R SE
BANEGRREMHGE - SBEFHHERK, XHEK
G RAX T S E R RS
B EUZE RN — G, B — T SRR R AR
TN A W I T A A . B N R
PR MBS EN (R, Q) FEAFRM, HAKM, X F
3B TR U L 2 R AT 3 B R Y R A R
FEHEREA AT EE WY SRA R fEE S
B 220 B 23T 5% 5 Ro AR 35 i) AR 1 7 & At
N QBT BT s X T EE R R H IR A A



74 VU225 TR 232 4R (20200 45 36 45 1 1

CEDR B R 715 R R AP B BT 5% 530 R, AR S 0 ) 43
R AR MRS QT

Jo % %o 2 A SR R BE ALY IR S B A
(% Poisson 431 AR ZERT 1 A AR, H 4 FE R
2 [a) Y 5 SRR Bk

Graves fll Willems #& ) 19 A R 75 5k I 5B %
BT BE RG24 RAT I PR AF iU 8 RE 6 1l
AT oK SN R B 5 oK, — HLRR SR A it B
Sy Al Y e SRR SR ISR R SR W L 45 n 2L n BE
LR oy 6055 .l T2 A R A B BB AR AR 5 R 58 A0 it
% M55 K- 25 VAR 26, 3 5L IR 95 7K P 48 R J
7 KB A ME S, PRk L R A T Al 5% K P W]
XA R R B AT A, BAR M X AR B A
i RV AR d ey o) NI 2 20 B 2, B IS B oK
(R ¢ H o, =) TR AT c(c=0), W H
PRATH BT RA d [t — . 0) A5 45 Wi % IR 55 K F
N oo B ZRAET 55 K AR B E SO L A AR
MR BN D, (o)

pld[t—7.t) < D,(D)} = a (D

X FAS SCII % BE G 35 ZR 4 » LI 2 7 2R A ik

MSHECH A1 Poisson 43455, PRI — 20T LIS 3]

D. (o)
i

k AT
a0t ooy o

k=0

KD, (o MR R A R B N R

H T 3R G0 R FH AR P s il SR, %o 1 40 8 7 1o A
0) K Uk » H B % IR 55 K a0 T %5 S8 T AT 228 1 1O
KK R O

N
2/1,‘011

— =L
20h
i=1

Br it Z b, GSA BB 7 s @ A7 78 R IR 55
BFIE] S, AEF=EFE] T, L B A IR 45 Bff|) ST, . %
JIK 55 BH 1] S, A4 A AR IE 3 2 B B U R OR
BB T, AR 100 o 24715 A 7 R 20 ¢ e 3 G 7 4 R e
RIS TR R 3 5355 SR L AAE B ] ¢+ S,
W, AJEIR SR E) SIJE FEAZE Y o5 ¢ NI B b
T AR A A GTI R 9 1 FF 4 A= 7= i s 1]
XCEER, W AR R YR TR A A R
RHEBIREN 2 J5 A RERE UG . A=t m T 24 e,
FETRAT A A A AR B A 7 R T Y B[R]
[i) g (B AR I B 2 AEAE T S B 2L T R i
AR AN LA, o TR SR B .

HRATRIT RS, FERT R ¢, LB ER A
HFW ST R o (0 TR RN A B
WE SR i — B T 5 AR 2 ¢+ ST+ T 4 78
TR ARHE GSALTY A ¢ AR IEAE 2] ¢+ S, 3 e
T AT OR., XEWREWR (+S =¢+SL+T,,
R SARERE B R TR AR (S << ¢ +SIL +
T, 5 55 7 A — i B 1 PR A7 LA 2 B %0 ¢ +-
S, BNBF 2] ¢ + ST, + T, 2Z 8] B35 43 75 2K 5 3 BB B )
(BB SI,+ T, — S, Fx N7 5 0 i ari] .

2 HENHE

T AE TSR RY L 1 Se g AR SO B AR
AT L T,

3

Qo

R1OABEY

Tab.1 Notations
55 ik
L) P MR A

Lo TR PR AR S T A AR AR R R 40 5 B R R A 2 N

IL:< (o)
IP;< ()

R, FER BTN

Q TR WITHRE

Ry S TR T BN

Q SRR S

A TR T B IR KRR

Ao 5358 T 18- 2 Do 75 ok

L AT, L =SI.+T.—S,

W I R 55 K

TR R EAT K ST L IR AT I R S AT BB 2
TR I GEAT LB A TN A I GEAT KT 5 R R B SR ST U A AN

B B SR T I A A R A I L T R SR P S e R 4 R

TR @ B L REAE A A

B
¢ TR LT B AR AR
h S
P YA PR A




208, 45 AL R IREE T £ 9 P A AL ) B Bt GSA BIFSE 75

AR SCHY IS H b 2 A T 2 — 2 B IR 55 7K F 1Y
[ s S B AR G A i/ ﬂ:,,\ﬁi/@%ﬂ 291 NN
PEAFREA A A B AERAS o 3T 58 A 53T 52 L

TR ’3 CPEEHEAT A 5 H A 1 P 1

ﬁ%ﬁfi*ﬁaéaé%,%%mﬁh XELL], WA i

MIRIMERA T R R p A, (1 =B, Hdf 1 —p i

T 2R B AR A1 I k2 1 SR W Tl R AR
U, R SEAT

SIEE s X ELLT 4 pa =0T @)

ROk A ELLC 86— 255347
XFFALRE AT A i T A FER ) ¢ — L, B2 /3T
P IR HRIGAES 2 ¢ A PE LD
IL¢(t) = IPs(t— L) —d.[t—L.,t)  (5)
G GSA, T A 5 oK 1 79 0 8% 75 R #0008
100 %0458 2 I L IL, (o) = 1<) =0, 1),
I$(t) = IPs(t— L) —d.[t—L.,t) =0 (6)
IPs(t— L) >=d;[t—L,;.t) P
B AN AR B 6T, 2SR T A5 0 AR ML RE A R
FEL (o RAER ., X FAEEEER i FARMELE
LOFETHER LRI A FE A FEF 1 (0
Ak B 24 o A 5 C7) BT R L 6 A T
0) KU, A M H5 A FEAE 1 (ORI N
R, = D,(SI,+T,—S)—1,

N
I,() = I; () — D> IPs (D) (8
i=1
— AT DA 3
ZIP () +d,[1—

1E— EE’JF@*MMA SUER L RRRE IR 1P 2 Ik
WS RYEIL) o3 A X A P = (IP;) . j=0,1,-,
N B CHEE A N A TP {3, SR 1P
PRS2 H H Sc=(S,;, j=1,2,+,N | S;€{(R,; +
L,R,+2,s R+Q ).

BT Bk R TR (D X TR R
JBLST. o SRS A2
R =D(SI,+T. —S)—1, i=1,2,....,N (10)

XFFAT 80 SR ud, Ry T AR 2 () X AR AT TR ok
ST o ASFLHG AL

IP (t — Loalf) 9)

R, +1= 2(12 +Q) +D, (L) D
SEAIIECE
R, = j(R,-+Q,)+DO(SIO+T0—SO)—1
P
(12)

RT SR G A B /B 15 B AR (R,
Q) PEAF W, WA R 452K,

X#?%%E‘T 7, i =1,2,...,N

) (13)
R = DUR AQ) +Dy(SI,+ T, —S) — 1. XTS84
th: IP,((Z:Oa 17 29 h) N)HﬁM[R1+19 .
E[IP:] = - 1+tQ
R+ QNI 51 5 B SR R+ a2 ;e
J=1s =, QWBME R LT X3k . i=0,1,....N (14)
W6, E[L< ] AFERH .
E[I] = GmE[IPS(—SI, — T, + S) —d[t—SI, — T, + S.,.0)] =
R, +1+Q —AB(SI, - T, — S» (15)
KX QO AKXASH A1,
D.(SI, + T, —S) —AB.(SI, - T, — S + 2_1, i=1.2.....N
SYD.(SI, + T, — S — ARy (ST, + T, — Q
A = () T2 C16) K BT AF 7 [n] JUAS £ ol e /NE P AE 2R ﬁf)ﬂa'ﬁi*u
E{‘gﬁ+h°x[<D<SI T -8 = ARSL+ T —8) + % 1]
h an

i=1 i=1



76 VU225 TR 232 4R (20200 45 36 45 1 1

QO:771,><Q,-, i:1929...9N
SII'+TI'_S;>Os i:O’lv...’N
SI,}S()’ i:1929...7N

(18)
Ogs,g.\';, i:1a27...’N
Q;}WHEX%s t=1,2,...,N

SI,,S;=0,HW#, i=1,2,...,N

TE L ARBIRI T B bR R (17) R 2R S8 B AF K
A PR A RS s AT AR QL IR 55 B
[E) S, LA K A PEMR S5 Bk 6] ST, .:=0,1,2,---, N, ZJ[
M QAR AT M Fom AT R IT 0 i Q 5 B i
0T Q Z A FE BB 2 0 L PR A7 30 20T B 42 i 4
AT F BB ST —EA/NF RN S, BT
AR R 55 B B S A AE b R 2 DL K
A B PR A B AR

ST, Y BB BB, BER PRl LAy i
A ) L, 43 91 Ry R SR SR G 1T 6% A I A
FRAIT B 5 AL (DL T @R R-F [ 8 Q-
()R . HAK ML, R ) B (Y B A5 o £ bk H bR
PREC 5 ST RS AHOCI S 43 29 o 458 X (18)
T S E 2,304 6, 2Bl , Q- 1] 1 H A bR 4L
iR BiR kg 5 Q MHICHER 43, £ o 45 1y oK
A HI M1 A5,

3 EEBKE

3.1 R-Fia@K#

ASCKR ] Graves Fl Willems £ 1 i & T2
R 25 48 1 Bl 35 B R B 7% (Dynamic Programming .,
PLR f#% DP 835 X R-F ) @ik 72K i, LT3R &
Gt s L 0 PE IR 55 B TR (SO FITA R iR 55 B IH) (ST
i=0,1, N, FZERAEMENIT.

BN TE L MRG0 A
B TR IE . Bk, % U R Rbrid 7 84
G on RN GBS B — AR IC IR S S . T RURR
I MRS BOM B i = 900 s R G B — 22
MU HikBt—A4~ BOM H 5 55— 15 S e 450 i —
MR eUKZ T ASAmic e + LR HENU
TRk, ERENIBREEES U IE,

TEA AR E5 g H LY 5 0 A B ) AT B S 4
(FER O Z B8 oA mylaE %, Rk NG ERRE
T A R S5 A v T L T AR T N (o)
{0}, N()=1{0,i},i=1,2,+,N,

FeAE BB R0 IS B SN X Bl A A Y
IRERREL C.(S.SDIATIEIARMA . X HE X £, (SHH
T B9 R R S ] D S i W R TR N (D
) A7 SR

C.(S,SI) = ht « [ D D(SI; +T, —S,) —AB, *
ji=1

(SI,‘FT,-—S,)]JFO}T{EEI [fpm (y)] (19)
R eRE E AN Ay, o ST A

JEAEIAS , J S, F ST, 1 sREL 55 300 7 55 0 iy
MFHEP O E/NEARZ A, X B PG AR 4
(i B AR P(O)={J} . P(D={0},i=1,
2,0 N, TEILIERE b £, (S) it 28 (20) F A4k 7]
AT R i
f:(S$) = min{C,(S,SD)} (20)
HAH N .
max(0,S—T,) << SI < M, —T; 2D
Ao, M2 B KA SRR R, M, = T, +
max{M,/j € P}, WA AR A i HFE R,
LM PR 55 B 6] S, A7 7 fie K R 5 B TR 29 5, /S,
SN
BF LR R-F B SR AP R AR .
FB1IT i=0 E NOGHE (S Hf S =
0.1,....M,,
FB 2. /b £y (S). 153 R T A) 5 Y &
e fit
FBIANEANFEPE S N1, -, T2 &
T 1A BT 0 RN | AR 55
B ] ST AN AR PER &5 E] S, 5i=0,1,+++, N,
3.2 QFiEmKiE
Xt Q- Inl i, A SC 4 H et ik i) DP 53k 47
K, EhE N TAEE A IR Qi ERATE
B arich Q.. Hk R DP Bk AT I
I 3 U, 75 1 A A
D Q™. Q" iItH

é\fl(Ql) = Cl}l\iﬁi +%XQ1’;H;EF|Z

Q.
hé
hi +2hs, 71=1,2,..,N
¥ Q = 26‘;}@ WA Fi(Q)si=0,1,+, N,
CE N
C’A‘ﬁi H,‘ ZC;A,"B,’
Zi = JF* ,l:O,l,. 71\[

2eA, 2N Hi

(23)
BEWSEERANTRELL = D= R

St AR R UL PR L AU
iz L QOHEY S A £Q).



2208, 45 BEALT R PRIE T £ 90 P A I AL IR AR 250 GSA

Ci;\iﬁi Hi . -
Q. + ZQ,—z,—l—U L (24)

Bm . R R LR n) A5 B Q M AT AT LSRR
Fobnic o QU QL IR HE R (25) 13 3] Q1Y Ak
EHRMFR.Q™ M Q™ .i=0,1,-,N.XH s()
EAET A I RS

Q" = max(Q-;Q%) .,
Q™ = min(Q!';Q.) »

2) DP ik

RTAEF 530, X B X W R Q Al 17
HAE G M Z /i 2 B AT LAAS 2 .

m € s(i)
m & P@) (25)

W, = [Q.Q] (26)
REFREITFERN -
QO:7ni><Qi’i:152’...’N (27)

B g (QO M YT 4 i ARZS QI 47 45 4
T HC A S 75 A0 P AT AR . DRI 33 0 R K
Al LA
Jg‘(Q) =d, Q). Q &eW,,i=1,2,...,N
\g(%)—dﬂ®)+§jgmgg%)Qo€Wo
=1

g.,(0) = rréingo(Qo)aQo e W,

28)

RAQ.
1IN N QALtet o p—j

1 j=R,+1k=j+1
BT B aHr AR P b BN IR,
H—H XL B=a;,i=0,1,,N,
55 b AP R MR R-F IR Q-F ) AU LA 45 31
T BRI (R, Q)M
B TR ERN R, Q)IELHM, 8 &
RT3 2 B,

@52&2\3 — B <e (e BRITEAEN

W NEZD , {TJJ: ji?éf TB= 6 Fi=o0, 1,
. N HFRE 4,
he € U[1,5],

56 AR R-F RBURT Q- IR, 43531 7= 4 10
ASBEALEE A PPAl H R R B I 1) R 24 3 S )
THRATRILE 2,

# 2 RWIXT R-7 MM Q-1 M, i & R4t
PUASE A 28 7 49 O T Rk 18] A e B (R AT AR AR
1X 2 WY B30 B AT AR L B9 AT 2050 R 3 o7 1P

c; — /"L,e >< U[lO’ZO]s

, R A1k

A € UL1,50],

W5 77

.
d,(Q) = C'gﬁf +5 “Q, (29)
XH L, (Q) NI A BREN QB 1Y A A,
Vi(Q) YT 0 BRRE R Q B, QBT A Al 1TH
E.QEW), MMk, X FI M i.i15E
2:(Q)si=N, N—1, =, 0,—1,Hi,g (ORI K

Q- 17 1) e A0 i Tﬁt%ﬁmL 3 1] 9 . 15 3
B EITRE Q, .
3.3 Efied®E

Y& Z BT A4 AR P 43 oA R-TF- AR Q F
(AR T B oy E A R AR T BT R AR, &R
Tl AT e R R4 E (R, Q) PEAE SRS I 1155
BRI TR F L B2 ORI P iy ik .

R xﬂﬁﬁif”ﬂh‘ i(i=0,1,2,+,N) i,
H AR AT L o] L@ it 3.1 1 R % R-F 1) 5 ok
A3, YA R IIT T ,,\Eﬁfuﬁhiﬂ
kxjHj elR+1. Ri+2,..., R+Q:},ITH¥KIE
PERTH L, 2 J5 B35, an R4 A I Y Fﬁg %‘k(%%
A k)ﬁﬁfpﬁm%ﬂj,ﬂﬂ k=) 1, W2 i 52
PR BT R B e —j . BT W ESF
PLFGRF] j RN 1/Q; MR X5 73 A 1Y 41 L B,
Ay LLE I A

AL

R.4Q.
1 QL) e 1 0 o QL) et
+ = e X = (30)
2 ;1 k' Qi, R(+lk2rl k! k

4 HEISH

AR 30 A B 3 B VE AL O GSA B K R
BIA M, X B R A Visual Studio 6. 0 e C
+ TGRS A BB R R G RENL A
4.1 B GSA #EIE G447

h TR M GSA B ALER R [F] B A &R
BG4y HIER N=10.20 1 50 =REHF RS
HEATHRAIE , 2R 56 S 500 18 BUEAG =X (3 1) 1 35 57 43
Aii BREBE DL ™ A

F 2 R-FIJEM QT Il B 5 4%
Tab. 2 Computation results of R-problem and Q-problem
F KA IR o) /Py B b E] ()
Q-F I i
0.004 7/0.004 2

0.017 4/0.011 7
0.017 8/0.013 8

RE B N
R-F ]

10 0.003 13/0.002 02

20 0. 005 12/0.003 03

50 0.081 88/0.016 88




78

VU225 TR 232 4R (20200 45 36 45 1 1

FoUk O T Sk e A i R B0k B A R % T
R AR GE . 73 ) 5 AR B % IR 55 KF @ O 0. 8,
0.9 PLEK 0. 98 T L. B4 BEAL™ A1 10 4

B o3 B B T B I ) | S g B )
RAEACUE L ST Bk AR B 45 R L3k 3.

# 3 i BRI A5 2R

Tab. 3 Computation results of

the optimization procedure

ARG M N Jii 5 i 55 7K P B R 2B E] () /-4 45 B[R] (o) e K AR UEL/ - 34 32 AR Bk

0. 80 0.279 9/0.119 3 4/3.8

10 0. 90 0.2412/0.111 3 4/3.2
0.98 0.157 5/0.116 5 3/3
0. 80 1.472 6/0.708 4 4/4

20 0. 90 2.528 5/0.846 5 4/3.5
0.98 1.359 9/0.570 6 3/3
0.80 4.476 0/3.218 1 4/4

50 0. 90 7.362 8/4.132 3 4/4
0.98 5.382 3/3.804 5 3/3

kR 3 AT LIE MR TR R LB Y R A R B
A SCHR HH AT A S BRI 1 R AT A5 Ml R A [R) L, AR A
LA . A AR UCEOHE 2 58 IR 55 7K - 19 18 g
REA  Ho R BB T 4, X RS E R AR
U By W st
4.2 M GSA 5 SSA HFiEX L4
R YR 20 R U AR SO AL RN A O L X
HLRFH Li F1 W B2 Y SSA 2 A7 448 il 455 180 4 £ 7
XF EG A B o 38 5 PR R O 35 43 R R G Y B LT AR
R ML B 5 Q. PP Al H 5 i Al I 43 il 3t
HRENBAMFERA, HHELRWER 4 LS,
F4 PR IE R % R-F A BN Q-F ) B A4 1153 45 2R
Tab.4 Computation results of two methods for solving

R-problem and Q-problem
B RS R] (o) /- B0 B 1] (s)

BT
R-7[n) it QT
SSA 0.074/0. 051 0.083 /0.72
MHE GSA 0.003 13/0.002 02 0.004 7 / 0.004 2

RS RGFMERA R ER

Tab.5 Computation results of the operation flexibility cost

TN A
a p
SSA it GSA

15 9.28 9.6
0.8 50 20. 93 20.4

75 52.27 51.15

15 3.57 3.84
0.9 50 6.93 6.8

75 15.37 15.5

WFIT e R W FE 5k B3 S I ) b, AR SCHR
AR GSA BRI BAT — @ B AL 3 (W3R 4) s T e i
fi PRI L PR A TR A I R G RN 22 5
BN 5) o B AR A A B % R 55 7K F- o
A SR A p 1938 T 49 22 B a2 ok 2

5 & &

ARSCHEFE T — KA EH DR M EE R
P 55 FR G0 % 75 5K ik AN Poisson 43 4ii . 5
2ol GSA JriE AT IBAE BT A AN 7] /Y S, A SO
TALEIT O RA A7 BT AN P A 1 2Ltk GSA 5
B0 2 GEAFARARARAL 33 R RGN T A5 1) 52 A%
LY 1 HR SO 1Y) 3 25 R R B AR e G A T s X A A
PEAT SR AR SIS 25 B IE T A R S A s

g Tk R R AR K R 1 R e A S B T
GEIT— D5 T K 75 S8 Ry S AR W 2 A R e Bl
SR MAG ARG — 0T R A
st [ A ) PAD B AR 107 B 245 4
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