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Abstract

Objectives: To develop a multi-item, multi-product, and multi-period mathe-
matical model that optimizes supply, production, distribution, and inventory
planning for a supply chain network. Methods: Mixed Integer Linear Program-
ming has been used to formulate the proposed model, while Excel and Evolver
solvers have been used to solve problems regarding supply chain network (con-
sisting of two suppliers and two retailers) for profit maximization. Findings:
The analysis showed that the developed model has the ability to efficiently and
effectively solve real-life problems of the multi-item, multi-product, and multi-
period supply chain. Novelty: The model considered multi-item, multi-product,
and multi-period. In addition, it considers initial, final, and intermittent inven-
tory in multi-periods. The model is solved using both Excel and Evolver solvers.
The model assists organizations involved in the supply chain to design and plan
their network efficiently.

Keywords: Supply chain; multi-item; multi-products; multi-periods; MILP;
Excel; Evolver Solver

1 Introduction

Research on Supply chain management (SCM) has gained remarkable attention among
academics and practitioners (), SCM is responsible for coordinating different business
functions through a supply chain and within a company to optimize the supply chain
and individual companies’ productivity ¥). The supply chain is a network that connects
material sources, manufacturing facilities with suppliers and retailers ).

To reduce the environmental and economic impacts of supply chains in ), a single-
item comprehensive green supply chain planning optimization model is created. In ),
a multi-objective, single-item, single-period optimization model in the strategic supply
network planning process that includes the environmental investment decision is
suggested. In (¥), a multi-period multi-echelon forward-reverse logistics network design
under risk for only single item products is proposed. In”), a mathematical model for a
single item, single product, multi-period, multi-echelon supply network considering
perishability has been developed. In®, only one product has been considered in a
formulated MINLP model for a two-echelon vehicle routing problem. A single item
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and a single objective are considered in(® since a mathematical model has been proposed to minimize the silo establishment
costs. In 19, a four objective MILP model considering only a single item was developed. In '), the cost and benefit optimization
of a multi-product single-item SCN is studied. No prior research has designed a model for multi-item, and multi-product supply
chain design and planning. So, it has been decided that a multi-item, multi-product, and multi-period mathematical model be
developed to optimize supply, production, distribution, and inventory planning for a supply chain that consists of two suppliers
and two retailers to maximize the profit. The proposed model has been formulated using MILP and solved using Evolver solver.

This work is an extension of the work done in*!?). It entails the supply chain network’s configuration and influence of
performance considering the stated objectives!¥). So, it was decided that the profit be maximized directly in this work.

The proposed supply chain consists of three stages of potential suppliers, and retailers in a factory as shown in Figure 1.

< _
<

Suppliers Factory Retailer

Fig 1. Supply chain diagram

The following assumptions were considered:

o Each product is composed of multi-items.

o The model aims to maximize profit.

« All products may have Initial/final inventory.

o All facilities have limited capacity for each period.

o The customers’ demands are deterministic and known.

2 Model formulation
Sets:

P: Set of products,
I: Set of items,
S: Set of potential suppliers,
C: Set of potential retailers,
T: Set of periods,

Parameters:

FFCt: facility’s fixed cost at period t
DEM_;: demand of retailer ¢ from product p in period t (unit/period)
REQip: Required amount of item i for product p(unit)
I1f,,: the initial inventory of product p (unit)
FIf,,: the final inventory of product p (unit)
Ppe:: the unit price of product p at retailer ¢ in period t ($)
W ,: the weight of product p (kg)
MH),,: manufacturing hours for product p (hour)
Dy;: the linear distance between supplier s and the facility (km)
Dy.: the linear distance between the facility and retailer ¢ (km)
CAPy;: the capacity of supplier s for item i in period t (kg)
CAPH(,: manufacturing capacity of the facility in period t (hour)
CAPMY{;: raw material storing capacity of the facility in period t (kg)
CAPFSf;: the finished good storing capacity of the facility in period t (kg)
MATG:sit: material cost per unit of item i supplied by supplier s in period t ($/kg)
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MCy;: manufacturing cost per hour for the facility in period t($/hour)

MH),,: manufacturing hours for product p (hour)

NUCCH: non-utilized manufacturing capacity cost per hour of the facility ($/hour)
SCPU,: back-ordering cost per unit per period ($/unit/period)

HC: holding cost per unit weight per period at the facility store ($/kg/period)

Byi: the batch size of item i transported from supplier s to the factory(unit)

Bf,,: batch size transported from the facility for product p to retailer (unit)

TC,,: transportation cost for the transportation mode per kilometer in period t ($/km)

Decision Variables:

L. 1, if supplier s is contracted
71 0, if otherwise

QSFg;r: number of batches of item i transported from suppliers to the facility in period t
QFCp;: number of batches of product p transported from the facility to retailer ¢ in period t
IFF ,;: number of batches transported from the facility to its store for product p in period t
IFCcp;: number of batches transported from store of the facility to retailer ¢ for product p in period t
Rf,,;: facility store a residual inventory of product p in period t
The profit is calculated by subtracting the total cost from the total revenue. The total revenue is calculated using Equation 1.

Total revenue = ¥oec ¥ pep it (Qpepn +Lepn) BS yPrcr (1)
The total cost is the summation of the following costs.

« Fixed Cost

Fixed cost =Y ,c7 FFC, (2)

o Material costs
After subtracting the cost of the final inventory material, the material costs include both summaries of the material
supplied to the factory and the cost of the initial inventory.

Yes Lier Lier (QypiBsiMatCostsir) + Yicr Ypep (IIF ,REQiyMatCostsit) — Lier L pep (FIF ,REQ;pMatCostyr) (3)

o Manufacturing costs
The manufacturing costs include both the amounts of the factory’s manufacturing costs distributed to all suppliers and
the manufacturing costs of the initial inventory after deducting the manufacturing costs of the final inventory.

YeecXpepXier (chpthpMHpMCt) +Ypep Leer (If fuBfpMH,MC,) + Ypepr (HFpMHpMCI) —Ypep (FIFpMHpMCT) (4)

o Non-Utilized capacity cost (for the facility)
The cost of the facility’s non-utilized capacity is calculated by multiplying the depreciation per hour of machines during
non-utilized time by the non-utilized capacity hours.

Yier (CAPHE, — ¥ ccc ZpEP Yier (chpthPMHP) - ZpeP Yier (IffpthpMHp)) NUCCy (5)

o Back-ordering cost (for retailers)
The back-ordering cost is determined by multiplying the shortage quantities and commodity overall times for all retailers
by the shortage cost per unit per day.
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ZpEP (ZCEC (ZteT (Ztl DEM_p — Ztl (wat + Ifcpt) pr))) SCPU,

« Transportation costs

(6)

For all shipments in all transportation types at all times for transporting both raw materials from manufacturers
and finished products to retailers, transportation costs are determined by multiplying the distance traveled by the

transportation cost per unit of distance.

Yses (ZteT (sttTCtDSf)) +Yeec (ZzeT (NfctTCthC))

 Inventory holding costs

(7)

Except for the previous year, inventory costs are determined using the weights of the remaining commodity inventory at

the end of each year in addition to the retention of the initial inventory.

Yper (X1 (RfuBfpWy HC)) + ¥ pep (IIF ,Bf, W, HC) (8)
2.1 Constraints
To ensure flow balance and capacity limits, this model considered two types of constraints.
2.1.1 Balancing Constraints
ZSES (QSfitBS) = ZCEC ZpEP (chszprEQip) +Zp€P (IffpthpREQip) ,Viel,VieT )
Iff 1 Bf y+ 1fp =RFpBf ), +Yeec (Ifc,,lep) , VpeP (10)
IffuBf p+ I1f yo 1) = RF uBf , + Xeec (IrepBf ) V2—5T—1,YpeP (11)
RF,rBf,= FIf, , YpeP (12)
Y4 (Qrep +1jept) Bf y = X1 DEM py, NVt € T,Nc € C,Vp € P (13)
Constraint (9-13) ensures that materials and goods flow in a balanced manner.
2.1.2 Capacity Constraints:
(Qss1Bs) < CAPgiLy, Vs €S, Nie IVt €T (14)
Yicr (OsfiBs) < CAPMf, Nt €T (15)
ZcGC ZpGP (chpthpMHP) + ZpEP (IffpthpMHp) < CAPHftLﬂ vieT (16)
https://www.indjst.org/ 2853


https://www.indjst.org/

Alashhab & Mlybari / Indian Journal of Science and Technology 2021;14(37):2850-2859

Y RF uBf W, < CAPFS,Ly, V1 € T (17)

Constraint (14-16) ensures that all facilities work within their limited capacities.
Constraint (17) guarantees that the facility store’s remaining inventory does not surpass its storing capacity at any given time.
The Overall Service Level (OSL) is determined using Equation 18 as the ratio between the total weights of products sent to
all retailers during the planning horizon and the weight of products requested during the same planning horizon.

OCSL =} ccc ZpGP Yier ((chpt Jr]fcpt) prWp)/):ceC ZpEP Yrer (DEMcpth) (18)

3 Model verification

The efficacy of the model has been verified through the following comprehensive example.

3.1 Verification example inputs

To verify the model, the following random example is solved, and the results are analyzed. The assumed demands are shown in
Table 1, while Table 2 represents other parameters.

Table 1. Demand of the retailers of products over 6 periods

Period 1 2 3 4 5 6
. Product 1 2,200 2,700 3,200 3,700 4,200 4,700
Retailer 1
Product 2 500 650 800 950 1,100 1,250
. Product 1 2,100 2,350 2,600 2,850 3,100 3,350
Retailer 2
Product 2 600 700 800 900 1,000 1,100

Table 2. Listof input parameters and their respective values

No. Input parameter Value Unit No. Input parameter Value Unit

1 Sand C 2 - 14 MCft 2 $/hr

2 P 2 - 15 MHp 1,2 hrs

3 IIfp 10, 10 Unit 16 MCft 10 $/hr

4 FIfp 20, 10 Unit 17 NUCCE 1 $/hr

5 Ppct 110, 220 $/Unit 18 SCPUp 5 $/period
6 W1,2 6,12 Kg 19 HC 0.75 $/kg. period
7 MHI1,2 1,2 Hrs 20 Bsi 10,5 Unit

8 CAPsit 18,000 Kg 21 Bfp 1,1 Unit

9 CAPHft 10,000 Hrs 22 TCt 0.05 $

10 CAPMft 50,000 Kg 23 FC 50,000 $

11 CAPFsft 10,000 Kg 24 Bf 1 unit

12 MATCit 09,1,2.7,2.8  $/kg 25 Dsf 55.8, 40.4 Km

13 REQip 4,8,2,1 Kg./unit 26 Dfc 14.8,22.4 Km

3.2 Verification example Results and discussion

The model is solved using Evolver software on an Intel® Core™ i7-7700 CPU @3.60 GHz 4 Core(s) 8 logical processors (8 GB
of RAM).

Figure 2 shows that the demands of the first product have been satisfied, while the demand of the second product has not
been fully satisfied as shown in Figure 3, where the unit contribution of the first product is larger than that of the second product.

For more discussion, the demand of each retailer from each product has been studied individually. From Figures 4 and 6, it
can be observed that the demands for the first product of both retailers have been satisfied, while the demands of the second
product of both retailers have not been fully satisfied as shown in Figures 5 and 7, respectively. It is also clear to observe that
the shortage of the first retailer is less than that of the second retailer because of its closeness to the factory which minimizes
the transportation cost contrary to the second retailer’s demands which are partially satisfied as shown in Figures 5 and 7.
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Fig 2. The relation between the demand and delivered quantities of the first product
2,500
2,000

1,500

1,000
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Shortage P2

Fig 3. The relation between the demand and delivered quantities of the second product

Balancing of the supplied material and the received products during all periods have been presented in Table 3 verifies the
developed model.

Table 3 represents the relationships between facilities’ capacities, demand, received quantities, and the residual inventory for
all periods.

4 Computational Results and analysis

In this section, the effect parameter change has on system behavior has been studied. The following parameters are shown in
Table 4 has been assumed to simplify the discussion.

The effect of demand on the total revenue, cost, profit, and OSL have been studied by assuming equal demands for all products
and customers in all periods. The results of this study have been presented in Figure 8 from which it was observed that the
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Fig 5. The first retailer’s demand, received, and shortage of the Second product.

QUANTITY

Fig 6. The second retailer’s demand, received, and shortage of the first product
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Fig 7. The second retailer’s demand, received, and shortage of the second product.

Table 3. Balancing of the supplied material and the received products.

Period T1 T2 T3 T4 T5 T6
Qsitll 788 1,300 1,533 1,533 1,533 1,533
Qsit21 1,800 1,800 1,800 1,800 1,800 1,800
Nsitll 7,880 13,000 15,333 15,333 15,333 15,333
Supplied Item 1 Nsit21 18,000 18,000 18,000 18,000 18,000 18,000
I1inII 120
SUM 26,000 31,000 33,333 33,333 33,333 33,333
190,333
I1inP1 17,120 20,200 23,200 26,200 29,200 32,280
I1 in P2 8,720 10,800 10,133 7,133 4,133 1,053
Received Item 1 I1 in FI - - - - - 160
SUM 25,840 31,000 33,333 33,333 33,333 33,493
190,333
Qsit12 - - - - - -
Qsit22 2,588 3,100 3,333 3,333 3,333 3,333
Nsitl2 - - - - - -
Supplied Item 2 Nsit22 12,940 15,500 16,667 16,667 16,667 16,667
12in1I 60
SUM 13,000 15,500 16,667 16,667 16,667 16,667
95,167
12in P1 8,560 10,100 11,600 13,100 14,600 16,140
12 in P2 4,360 5,400 5,067 3,567 2,067 527
Received Item 2 12 in FI 80
SUM 12,920 15,500 16,667 16,667 16,667 16,747
95,167
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Table 4. The assumed parameters

No. Input parameter Value Unit No. Input parameter ~ Value Unit

1 Ppct 100, 100 $/Unit 8 REQip 1,10, 1, 10 Kg./unit

2 CAPsit 20,000 Hrs 9 SCPUp 5,10 $/period

3 CAPHft 20,000 Kg 10 HC 2,4 $/kg. period
4 CAPMft 20,000 Hrs 11 Bsi 10 Unit

5 CAPFstt 10,000 Kg 12 Ts, Tf 0.005, 0.001 $

6 MATCit 1,2 $/kg 13 EC 50,000 $

7 Dsf, Dfc 50 Km

revenue increases as the demand increase till the demand of almost 1500 item/period, where the capacity of the factory has
been consumed as observed from the OSL graph. Thereafter, the increasing rate of revenue has been decreased due to the
shortage in satisfying the demand till a demand of 5000 units per period. However, the total revenue remains constant because
of the stability in production. Furthermore, the total cost increases as long as the demand increases even after reaching the
maximum capacity, the rate increased significantly due to the shortage cost. Accordingly, the profit increases as a result of a rise
in profit and decreases on reaching the limiting capacity.

Fig 8. Effect of demand of the revenue, cost, profit, and OSL

5 Conclusion

The developed multi-item, multi-product, and multi-period mathematical model has successfully optimized the supply,
production, distribution, and inventory planning for a multi-echelon supply chain of two suppliers, one factory, and two retailers
to maximize the profit.

The efficiency of this model has been verified by solving and analyzing the results of a comprehensive example. Also, the
effect of demand on the total revenue, cost, profit, and OSL have been studied and analyzed.

Limitations:

1. The model is limited to non-perishable products and materials.
2. For larger problems, it is recommended that software like GAMS or Xpress be used instead of Evolver.

Future scope: It is recommended that the model be developed in order to;

1. Tackle the robust demand problems
2. Optimize more than one objective like maximizing the overall service level and minimizing the total cost.
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3. Considering the time value of money and the interest rate by optimizing the NPV.
4. Study the same problem under disruptions and modularity.
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