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An EPQ Model for Deteriorating Items Taking Account of
Raw Material Inventory Cost

CHEN Hui, LUO Bing, YANG Xiu- tai
(College of Economics and Business Administration, Chongqing University, Chongqing 400030 , China)

Abstract: Separately minimizing either inventory cost of finished good or that of raw material can hardly

make the manufacturer get optimal control strategy in the study of inventory management. This paper de
velops an integrated EPQ model jointly considering both inventory cost of finished good and that of raw

material. The unique optimal solution is found as a set of parameters consisting of optimal order times of

raw material, optimal production times in order interval of raw material and optimal service level by means

of an iterative search method. T he main parameters are given a sensitivity analysis. The evidence is provid

ed for the inventory decision— making of those production enterprises.
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