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Production and inventory rationing with multiple batch demand classes

YE Taoeng'”, DA Qingi’
1. School of Economics & Management, Jiangsu University of Science & Technology, Zhenjiang 212003, China;
2. School of Economics & Management, Southeast University, Nanjing 211189, China

Abstract: We first focus on a system with only two demand types. The optimal production and inventory ra—
tioning policies are discussed according to whether the customers’ orders can be split or not. Analytically, the
supplier” s optimal production control policy can be represented by a base stock level that depends on the state
of the system. Similarly, the optimal inventory rationing policy con be shown as a multidevel rationing vector
that also depends on the system state. Moreover, the results for the general system with multiple batch-demand
classes are extended from that of the system with two demand types. Numerical studies, show that the optimal
policies can be illustrated by several monotonic switching curves.

Key words: make-to-stock; backorder; lost sales; production and inventory rationing



