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Operations Research and Cybernetics

Modeling and Solving Inventory Problem with Two-stage Mixed Price Discount

CHEN Jianbiao', LU Yuhai*, LIU Ying'
(1. College of Management, Guangzhou College of Technology and Business, Guangzhou 510850
2. School of Modern Economics and Management, Jiangxi University of Finance and Economics, Nanchang 330013, China)

Abstract: [ Purposes ] Under the assumptions whether unit inventory holding cost depends on product price, the mixed integer
nonlinear programming model was established on the basis of first full dose discount then increment discount and first increment
discount then full dose discount by introducing”0-1” binary variable. [ Methods]The unique existence of solution is analyzed and the
algorithm process is given out. [Findings]It has indicated that first increment discount then full dose discount are even more to the
benefit of simulating customers to conduct large scale goods ordering via arithmetic example. [ Conclusions]The research results can
solve supplier’s adoption of two-phase mixed price discount mode to conduct the formulation of order quantity discount points, at
the same time, it can also solve correct formulation of order quantity when customers are facing with mixed price discount.

Keywords: mixed price discount; inventory; modelling; algorithm
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