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REPLENISHMENT POLICY

FOR TWO-SUPPLY MODE
OF TRANSPORTATION

ABSTRACT

The demand for consumer products is highly uncertain. When the demand
occurs in the far-from-manufacturer location and the transporting time is longer
than the stock review time, the stock replenishment decision is made purely
based on the demand forecast, not the actual demand. The forecast value
can deviate from the actual value. Thus there incurs more safety stocks or
emergency deliveries to protect shortage that might occur from uncertain
demand. As a result, the cost of product can be increased. The objective of
this research is to propose two-mode (regular mode and expedite mode)
replenishment policy for the case that transportation time is longer than stock
review time. The proposed policy is developed from base stock model in order
to reduce to both transportation cost and inventory cost. The simulation result
shows that the proposed policy can reduce total costs by 20%.

KEYWORDS

Replenishment policy, two supply modes, decision and forecast, total costs.
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