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Optimal Power-of-two Policy for The Multi-Supplier Mullti-
Warehouse Inventory/Distribution System

M. Masaeli, S.M. Moattar Husseini
Department Of Industrial Engineering, Amirkabir University Of Technology, Tehran, Iran
ABSTRACT

This paper considers a multi-echelon inventory system for a supply chain consisting of multiple suppliers
which supply multiple retailers through a number of warehouses. We aim to simultaneously determine
locations for the warehouses meanwhile to select an appropriate replenishment policy in order to minimize
the overall network cost and the number of opening warehouses. We assume that shortages are not allowed
and lead times are negligible. We have formulated the problem as a nonlinear mixed-integer model, and
solved in GAMS for some instances. Furthermore, we have compared the model with a set of two separate
models developed for each of the two decision making stages concerning locations and the optimal
replenishment policy. Numerical results for this comparison have shown better optimization capability for
the proposed model.
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