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An Inventory Model for Deteriorating Items with Time-
dependent Backlogging Rate and Time Value of Money
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Abstract To determine the optimal times and quantity of replenishment for deteriorating items, a
new inventory model is developed by using the Discounted Cash Flow approach and the assumption
that the backlogging rate is a decreasing function of the waiting time. An algorithm to find the
optimal replenishment policy is presented- Numerical examples are presented to illustrate the
effidency of the model and the algorithm.
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Fig. 1 Graphic representation of the inventory system
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Table 1 The optimal solutions of example 1 and example 2
Example " k % G e
1 4 0. 300 485. 694  963. 120 30223. 131
2 5 0. 456 1222 889  1264. 289 58038. 538
2 1
Table 2  Effects of parameters on the optimal policy for
Example 1
e
Param_\/alue " k O Os Cc* Change
eters chZIflge of TC
(%) (%)
T + 40 5 0253 319.421 832.710 25884 388- 14. 356
+ 20 5 0.285 361.810 799.821 27923. 733 - 7. 608
- 20 4 0336 548.753 917.763 32958 472 + 9. 050
-40 4 0.374 617.035 869.103 36475 001+ 20. 686
6 + 40 5 0292 381.032 791.928 26862 023- 11. 121
+ 20 5 0.305 393.841 778.863 28335 063 - 6. 247
- 20 4 0 315 503.381 944.467 32896. 057 + 8 844
- 40 4 0331 522.154 923.944 37564 319+ 24. 290
c + 40 4 0211 334.406 1073.639 40636. 466+ 34. 455
+ 20 4 0254 406.845 1020.414 35397. 071+ 17. 119
-20 5 0369 476.961 711.511 25053 034- 17. 106
-40 5 0 423 552.687 654.231 19738 501- 34 691
p + 40 4 0 330 538.885 924.835 30285. 327 + 0. 206
+ 20 4 0.316 512.926 943.483 30256. 095 + 0. 109
- 20 4 0 284 457.091 983.828 30185 739 - 0. 124
-40 4 0. 206 426.944 1005.747 30143 840 - 0. 262
X -20 5 0355 458.188 580.645 32138 155 + 6. 336
-40 5 0.5 513.569 410.246 33580. 421+ 11. 108
A+ 40 4 0.307 498.349 922.617 30456. 876 + 0. 773
+ 20 4 0304 492.642 942.453 30341. 944 + 0.393
-20 4 0296 478.681 984.643 30099. 700 - 0. 408
-40 4 0 292 471.575 1007.089 29971. 557 - 0. 832
C 4+ 40 4 0 308 499.470 953.176 30240. 178 + 0. 056
+ 20 4 0.304 492.642 958.102 30231 563 + 0. 028
-20 4 0. 296 478.681 968.190 30214. 173 - 0. 030
-40 4 0.292 471.575 973.331 30204 983 - 0. 060
s+ 40 5 0.404 525.922 674.406 30493 473 + 0.8%4
+ 20 4 0 344 562.262 908.099 30390. 533 + 0. 554
-20 4 0250 400.249 1025.237 29984. 877 - 0. 788
- 40 4 0193 304.321 1095.914 29648 748 - 1. 900
h + 40 4 0. 206 427.232 1005.538 31200 214 + 3. 233
+ 20 4 0 282 454.586 985.646 30739. 639 + 1. 709
-20 4 0321 521.432 937.365 29639.205 - 1. 932
-40 4 0 344 562.914 907.633 28973 672 - 4 134
A + 40 4 0300 485.694 963.120 30456418 + 0. 772
+ 20 4 0.300 485.694 963.120 30339. 775 + 0. 386
-20 4 0300 485.694 963.120 30106 487 - 0. 386
-40 4 0.300 485.694 963.120 29989. 843 - 0. 772
d + 40 4 0.300 679.972 1348.367 42079. 096+ 39. 228
+ 20 4 0.300 582.833 1155.743 36151 113+ 19. 614
-20 4 0 300 388.555 770.496 24295 149- 19. 614
- 40 4 0.300 291.417 577.872 18367. 166— 39. 228
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