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Chapter 1

General Introduction

1.1 Inventory Control System in Operations Research

Operations Research (OR) was introduced during the Second World-War. Basically, it is the
collection of modern methods on the problems arising in the management of large systems of
men, machines, materials and money related to industry, business and defence. During this
war, the military management in England called upon a team of scientist to study the strategic
and tactical problems related to air and land defence of the country with very limited military
resources, it was necessary to decide upon the most effective utilization of them, e.g., the
efficient ocean transport, effective bombing, etc. As the team was dealing with research on
(military) operations, the work of this team of scientists was named as ‘Operational Research’
in England.

After the end of war, the success of military teams attracted the ‘Industrial managers’,
who were seeking solutions to their complex executive-type problems. In this field, the first
mathematical technique called the Simplex Method of linear programming was developed in
1947 by American mathematician, George B. Dantzig (Dantzig (1963). Since then, new
techniques and applications have been developed through the efforts and cooperations of
interested individuals in academic institutions and industries both. According to Churchman
et al. (1957), OR is defined as the application of scientific methods, techniques and tools to
decision making problems (DMP) involving the operations of systems so as to provide these
in the control of the operations with optimum solutions to the problem.

Today, the impact of OR can be felt in many areas. Apart from military and business
applications, the OR activities include transportation system, library, hospital, city planning,
financial institution, etc. For example, in real life, it is observed that a small retailer knows
roughly the demand of his/her customer in a month or a week and accordingly places order
on the wholesaler to meet the demand of his/her customer. But, this is not the case with a
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CHAPTER 1. GENERAL INTRODUCTION

manager of a big departmental store or a big retailer, because in such cases the stocking
depends on several factors, such as demand, time of ordering, time lag between the order and
actual receipt, deterioration, amelioration, time value of money, inflation, trade credit period
etc. and the impreciseness of these factors. So, the problem for managers/retailers is to have a
compromise between over-stocking and under-stocking. The study of such type of problem is
known by the term ‘Inventory Control’.

Inventory control is concerned with the flow of materials from supplier to production and the
subsequent flow of products through distribution centers to the customers. It is responsible
for the planning, acquisition, storage, movement and control of materials and final products.
It attempts to get the right goods at the right price at the right time to maintain desired service
level at minimum cost.

1.2 Basic Concepts and Terminologies

The production inventory systems depend on several parameters such as objectives, objective
functions, constraints, demand, production, replenishment, resources, various type of costs,
shortages, deterioration, defectiveness, trade credit period, inflation etc. Though detailed
descriptions on these parameters are available in the literature on inventory Control problems
(cf., Hadley and Whitin [87], Naddor [158], Tersine [206], Silver and Peterson [194], etc.), a
short overview has been followed.

Objectives

An objective is something which is to be pursued to its fullest extent. An objective generally
indicates the direction desired. For example, in the problem of making development plans of
a developing country, the ‘objectives’ of the government may be to maximize the national
welfare, to minimize the dependence on foreign aid, the unemployment rate to be minimized,
to minimize the complexity etc.

Constraints

Constraints in inventory system deal with various restrictions such as storage space
limitations, number of replenishment, etc. Constraints may also be imposed on the amount of
investment i.e., budget constraints, resources and finance, the amount of inventory held,
average inventory expenditure, etc. These constraints can also be fuzzy in nature i.e., data for
constraints, goals for the objectives, resources, etc. may be imprecise and vague. Beside there
may be some probabilistic, possibility or necessity type constraints too in inventory system.

Inventory
In broad sense, inventory is defined as an idle resource of an enterprize / company /
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manufacturing firm. It can be defined as a stock of physical goods, commodities or other
economic resources which are used to meet the customer’s demand or requirement of
production. The inventories or stock of goods are classified into the following forms.

(A) Direct Inventories: The items which play a direct role in the manufacturing and become
an integral part of finished goods are included in the category of direct inventories. These may
be further classified into following four main groups:

(i) Raw materials inventory: This type of inventory consists of the purchased items or
extracted materials that are transformed into components or products. This is provided
(i) for economical bulk purchasing, (ii) to enable production rate changes, (iii) to provide
production buffer against delays transportation and (iv) for seasonal fluctuations.

(i1)) Work-in-process inventory (WIP): This consists of any item that is in some stage of
completion in the manufacturing process. This is provided for (i) to enable economical
lot production, (ii) to cater to the variety of products, (iii) for replacements of wastage
and (iv) to maintain uniform production even if amount of sales may vary.

(ii1) Finished goods inventory: This consists of completed products that will be delivered to
customers. This is provided (i) for maintaining off-self delivery, (ii) to allow stabilization
of the production level and (iii) for sales promotion.

(iv) Components inventory: This type consists of parts or sub-assemblies used in building
the final product.

(B) Indirect Inventories: Indirect inventories include those items which are necessarily
required for manufacturing but do not become the components of finished production, like :
oil, grease, petrol, lubricants, maintenance materials, office materials, etc. This is also known
as maintenance, repair and operational (MRO) inventory.

Demand
Demand is one of the most important factor in production inventory systems. It usually
depends upon the decisions of retailer/customer outside the organization which has the
inventory problem. When the demand size is the same from period to period, we say that it is
constant. Otherwise, it is variable. In reality, demand depends on several factors such as
follows:

e constant,

e depend on time,

e depend on inventory level/displayed stock-level,

e depended on the selling price of an item,

e depend on the discount of selling price of an item,
e depend on the advertisement,

e depend on the warranty period of an item, etc.
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Sometimes when demand size is not known, it is possible to ascertain its probability
distribution, in this case it is termed probabilistic demand. In some cases, demand may be
represented by vague, imprecise and uncertain data. This type of demand is termed as fuzzy
demand.

Production
Production systems are characterized by resources and the products. These resources are
deigned to manufacture the products in response to market demand.

Imperfect Production

In real world manufacturing system, it is seen that every produced item may not be 100%
perfect due to different factors involved in the system such as machine, ray-materials, labour
etc. In any production system, it is seen that initially the production process is in an in-control
state, because every factors in the system are fresh and the items produced perfect quality
items. Generally, increasing production-run-time increases the probability of components of
machine failure and impatience of labor staff, and thus accelerates the deterioration of the
quality of the product. However, the production process starts in an in-control state by
producing perfect items, and then it may become out-of-control state by producing mixture of
perfect and imperfect item due to deterioration of machinery system as well as other factors.
The rate of imperfectness may be constant or variable and also considered as crisp, stochastic
or fuzzy in nature.

Inspection/Screening Process
In any imperfect production system, there is necessary to inspect each item after production
to check whether the item is perfect or not. After inspection, the manufacturer meets the
demand of retailers/customers.

Inspection Error

In real situation, the inspection process also may not be 100% perfect and error-free due to
machine error and human factor. After inspection there may exist some possibility that a
perfect item is falsely treated as an imperfect item and an imperfect item may be falsely
considered as a perfect item which are known as type-I error and type-II error respectively.

Rework Policy

In real-life imperfect production systems, a portion of imperfect quality items may be
reworked by replacing parts for assemblage of new products or the entire (upgraded) product
can be sold again. The rework option plays an important role in eliminating waste and
affecting the cost of manufacturing.

Discount Policy
In order to introduce larger purchases, a manufacturer often offers a reduced price if amounts
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greater than some minimum amount are ordered. This means the price per unit is lower if a
large order is placed. Normally, two types of discount are considered: (i) All Unit Discount
(AUD) and (i1) Incremental Quantity Discount (IQD).

Warranty Policy

In practice, the manufacturer and retailer usually offer a warranty for all selling items for a
specific warranty period due to increasing the selling rate and reliability of product. Warranty
period of a product is a duration in which a purchased product provides satisfactory
performance to the customer. If any purchased product failed to work within its warranty
period, then the servicing center replaces it with a new item or repair the product by replacing
owing one or more parts. Due to this reason, a manufacturer considers warranty cost if there
exists free-warranty on selling items in the warranty period.

Learning Effect

Reduction in labour time or cost or defective units, as a result of workers’ proficiency in
performing a repetitive task due to the gain in previous work experience, is well known as the
‘Learning effect’. Its reverse effect is known as Forgetting effect.

Supply Chain Model (SCM)

A supply chain model (SCM) is a network of supplier(s), producer, distributor(s) and
customers which synchronizes a series of inter-related business process in order to have:
(1) Optimal procurement of raw materials from nature;
(i) Smooth transportation of raw-materials into warehouse;
(i11) Production of goods in the production center and Distribution of finished goods to
retailer for sale to customers.

Green Supply Chain (GSC)

Green Supply Chain (GSC) tries to reduce the undesirable environmental impacts of supply
chain processes within the participating organizations and the whole supply chain as well.
But during recent years, SC managers tend more to consider environmental aspects in their
decision making process. Green supply chain (GSC) is not just about considering
environment aspect in SC decision making processes, but also about productivity and making
more profit. Srivastava [197] defined GSCM as integrating environmental thinking into
supply-chain management, including product design, material sourcing and selection,
manufacturing processes, delivery of the final product to the consumers as well as end-of-life
management of the product after its useful life. GSCM has emerged from two origins. First,
environmental managers started to use life cycle assessment (LCA) approach for assessing
products environmental impacts. In addition to usual product design and manufacturing
processes, this approach considers many logistical activities such as material handling,
packaging, distribution and by production to reduce disposal.
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Two Warehouse

In a busy market place like super market, corporation market, municipality market etc. the
storage space of a showroom is limited. When an attractive price discount for bulk purchase
is available or the cost of procuring goods is higher than the inventory related other costs or
there are some problems in frequent procurement’s or the demand of items is very high or the
bulk transport facility is available etc. then management decides to purchase a huge quantity
of items at a time. All these units cannot be stored in the existing storage house at the market
place (showroom) due to limited capacity. Then for storing the excess units, one (sometimes
more than one) additional warehouse (called Secondary Warehouse (SW)) is hired on a rental
basis. These SW may be located near the showroom or a little away from it. The products are
first stored in showroom and then the excess amounts are stored in SW. The actual service to
the customer is offered at Showroom only. The units of SW are transferred to showroom in a
continuous/bulk release pattern to meet up the demand at showroom until the stocks in SW
are emptied and lastly the units at showroom are released.

Inventory Cost

Inventory costs are the costs related to storing and maintaining its inventory over a certain
period of time. Different types of cost related to inventory are calculated such as production
cost, purchase cost, screening/ inspection cost, rework cost, setup cost, holding cost, idle cost,
advertisement cost, warranty cost, shortage or stock-out cost, disposal cost, etc.

Production Cost

It is the unit production price to produce the item at the production center. Unit production
cost is also may be depend upon the production, labour, maintenance when production is
done in large quantities as it results in reduction of production cost per unit.

Purchase Cost
It is the unit purchase price to obtain the item from an external source. Also, when quantity
discounts are allowed for bulk orders, unit price is reduced.

Screening/Inspection Cost
It is a cost for separate imperfect (defective items) and perfect item from produced item.

Rework Cost

A cost for reworking of defective items to make the products as new as the perfect in a
manufacturing system. This cost to reduce the consumption of fresh raw materials, to reduce
energy usage and to reduce air pollution in production inventory system.

Advertisement Cost
The advertisement cost is the cost associated with advertisement of an item in popular media
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like News paper, Magazine, TV, Radio, etc. and through the sales representative to increase
the sale of that item.

Warranty Cost
The warranty cost is the cost associated with warranty policy of an item.

Idle Cost
It is the cost per unit time due to idle period of each supplier, manufacturer and retailers in
SCM model. In this thesis, constant or imprecise idle cost is considered.

Setup Cost

It is the cost associated with the expense of issuing a purchase order to an out-side supplier
or setting up machines before internal production. These costs also include clerical and
administrative costs, telephone charges, telegram, transportation costs, loading and unloading
costs, watch and ward costs, etc.

Holding Cost

It is the cost associated with the storage of the inventory until its use or sale. It is directly
proportional to the quantity in inventory and the time for which the stocks are held. This cost
generally includes the costs such as rent for storage space, interest on the money locked-up,
insurance, taxes, handling, etc.

Shortage Cost

It is the penalty incurred when the stock proves inadequate to meet the demand of the
customers. This cost parameter does not depend upon the source of replenishment of stock
but upon the amount of inventory not supplied to the customer.

Disposal Cost

When an amount of some units of an item remains excess at the end of inventory cycle and if
this amount is sold at a lower price in the next cycle to derive some advantages like clearing
the stock, winding up the business etc. the revenue earned through such a process is called the
disposal cost.

Time/Planning Horizon

The time period over which the inventory level will be controlled is called the time horizon.
It may be finite or infinite depending upon the nature of the inventory system of the
commodity.

Inflation
Inflation is a persistent increase in the level of consumer prices or a persistent decline in the
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purchasing power of money, caused by an increase in available currency and credit beyond
the proportion of available goods and services. It is the rate at which the general level of
prices for goods and services is rising, and subsequently, purchasing power is falling. As
inflation rises, every dollar will buy a smaller percentage of a good.

Time Value of Money

The basic principle that money can earn interest, so something that is worth 1 today will be
worth more in the future if invested. This is also referred to as future value. For example,
today, invested for one year at 5% return, would be worth 1.05 in one year. The time value of
money (TVM) or the present discounted value is one of the basic concepts of finance.

1.3 Different Environments

The parameters, like inventory cost ( viz., unit production cost, holding cost, set-up cost,
shortage cost, transportation cost, advertisement cost, etc.), demand, available resources, etc.
involved in the inventory system may be deterministic (crisp/precise) or some of these may be
non-deterministic (i.e., stochastic or imprecise or both stochastic and imprecise). Depending
on the nature of such parameters, the environment in which inventory models are developed
can be classified as follows:

Crisp Environment: When all the system parameters and the resources, etc. are
deterministic and precisely defined, the environment is known as crisp environment.

Stochastic Environment: In this environment, it may happen that the demand or any factor
of a commodity in the society is uncertain, not precisely known, but some past data about it is
available. From the available records, the probability distribution of demand or any other
factor of the commodity can be determined and with that distribution the inventory control
problem can be analyzed and solved.

Fuzzy Environment: In this system, some parameters and /or resources are fuzzy in nature.
For example, when management launches a new product then they have no knowledge about
demand and the other factors related to the product. Then management needs to collect the
demand and the others information from experts. If the expert’s opinion is imprecise then
demand or other factors related to the expert opinion to be taken as a fuzzy and the
corresponding environment is known as fuzzy environment.

Fuzzy-Stochastic Environment: It is an environment, which is the combination of both
stochastic and fuzzy environments. Here, some parameters are fuzzy and some others are
random. Some constraints / resources may be imprecise.
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INVENTORY SYSTEM IN DIFFERENT ENVIRONMENT

1.4 Historical Literature Reviews on Imperfect Production

Inventory System in Different Environment

In developing the models, researchers have adopted many of the usual assumptions in
imperfect production inventory, viz. (i) finite/infinite planning horizon, (ii) constant/varying
production rate, (iii) constant/varying defective rate, screening rate and reworked rate, (iv)
constant/varying demand rate, (v) allowing shortage or without shortage, (vi) constant/known
distribution production time, (viii) single/multi-item production inventory system, (ix)
single/multi-retailer, (x) inventory problems with delay in payment, etc. The available models
can be grouped in the following ways:

(1) Imperfect Production Inventory Models in Crisp Environment
(i) Imperfect Production Inventory Models in Fuzzy Environment
(i11) Imperfect Production Inventory Models in Stochastic Environment

(iv) Imperfect Production Inventory Models in Fuzzy Stochastic Environment

1.4.1 Historical Literature Reviews on Imperfect Production Inventory

Models in Crisp Environment

In this environment, many parameters in imperfect production inventory system such as
demand, production, production run time, inventory costs etc. are crisp nature. The earliest
analysis of an inventory system was developed by Ford Harris [89] of Westinghouse
Corporation, USA, in 1915. He derived the classical lot size formula. The same formula was
also developed independently by R. H. Wilson [225], after few years and it has been named
as Harris-Wilson model or Wilson’s model. Since then, the above mentioned model has been
modified and extended by several researchers changing the assumptions with the objective to
make it more and more realistic. Later full length books devoted to the mathematical
properties of inventory systems were published by Hadley and Whitin [87], Naddor [158],
Tersine [206], Silver and Paterson [194] and others. The literature survey has been made
separately on imperfect production, screening process, advertisement and time dependent
demand and production cost in crisp environment which are discussed below.

Models on Imperfect Production:

In the existing literature of Economic Production Quantity (EPQ) models, most of the works
are based on imperfect units. Lin et al. [138] formulated an integrated production inventory
models with imperfect production process. Hsu and Hsu [95] developed an integrated
vendor-buyer model with defective items which are treated as a single batch and returned to
the vendor after a 100% screening process. For inventory problems, many studies considered
the items produced as perfect in their models. However, imperfect items are produced due to
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non-ideal production processes. Wee et al. [219] have investigated the effect of imperfect
items on the EOQ model. Taleizadeh et al. [204] presented an EPQ model with rework
process for a single stage production with one machine.

Inventory Models with Screening Process:

Now from the literature survey on imperfect production inventory models, it is seen that there
exist two classes of the models on the basis of inspection methods to sort out the defective
units from the perfect one. In one class of research, it has been seen that over the period of
time the produced items deteriorate in manufacturing system. In this field, the different
researchers (Lee and Rosenblatt [181], Lee and Park [131], Kim et al. [119], Jaber et
al. [101, 102], Lin et al. [138]) examined an inspection method on the produced items based
on deteriorating production process. Sana [185, 186] extended the EOQ model with
assumptions that a known proportion of defective units was included in delivering lots and
that the fixed and variable inspection costs were incurred in finding and removing these units.
In this field, there are also many research papers in which different inspection methods had
been used by Hsu and Hsu [94], Cheng [32], Salameh and Jaber [184], Chiu [35], Tripathy
and Pattnaik [208], Zhang and Gerchak [241] used in EOQ/EPQ model.

Models on Advertisement and Time Dependent Demand:

In Harris and Wilson [225] lot-size model, demand was assumed as constant, but, in reality, it
depends on several factors like time, initial/ on-hand displayed stock-level, selling price of an
item, advertisement etc. Silver and Meal [193] published a lot size model taking time varying
demand. After that, the research on the models with time dependent demand rate have been
gradually studied by several researchers such as Donaldson [59], Goswami and
Choudhuri [76], Lin et al. [138], Wang and Chen [210], Zhou et al. [243] and others.
According to the market research, it is observed that time-to-time advertisement of an item
also changes its demand. For this reason, Cho [41] developed an optimal production and
advertising policies in crisp environment. In this area, Bhunia and Maiti [11] and others
developed different types of inventory or production models considering different real life
situations.

Models with Different Types of Production Cost:

In many research articles, production cost is assumed to be constant in EPQ models. But in
reality, it depends on the many factors such as raw materials, labours engaged, wear and tear
of machineries and rate of production. Khouja and Mehrez [114] assumed a unit production
cost involving all these costs. After that, several authors (cf. Khouja [117], Chakraborty and
Giri [17]) have implemented this in their EPQ models. Roy et al. [182], Das and Maiti [48]
used this type of production cost in terms of volume flexibility. So, unit production cost varies
directly with the products quality.
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INVENTORY SYSTEM IN DIFFERENT ENVIRONMENT

1.4.2 Historical Literature Reviews on Imperfect Production Inventory

Models in Stochastic Environment

In this environment, many parameters in imperfect production inventory system such as
demand, production, production run time, inventory costs etc. are random in nature and
specified by probability distributions. The literature survey has been made separately on
imperfect production, various type of demand, two warehouse, inflation, carbon-emission in
stochastic environment which are discussed below.

Models on Imperfect Production:

In the literature, few Economic Production Lot-size (EPL) models are available for imperfect
units in stochastic environment. Rosenblatt and Lee [181] studied the effects of an imperfect
production process on the optimal production run time by assuming that time to
out-of-control state is exponentially distributed. Hayek and Salameh [97] derived an optimal
operating policy for the finite production model under the effect of reworking of imperfect
quality items. They assumed that all defective units are repairable and allowed back-orders.
Chiu [35] extended the work of Hayek and Salameh [97] and examined an EPQ model with
defective items reworking the repairable units immediately. Sana [187] presented an EPL
model with random imperfect production process and defective units were repaired
immediately when they were produced. Tripathy and Pattnaik [208] obtained the optimal
reliability for an EPL model connecting process reliability with imperfect production system.
Here, some imperfect products were reworked and others were sold at a reduced price.
Krishnamoorthi and Panayappan [124] studied an EPQ model that incorporated imperfect
production quality, not screening out proportion of defects and thereby passing them on to
customers and resulting in sales returns. Recently, Wang and Sheu [212] investigated a
problem with production preventive maintenance, inspection and inventory for an imperfect
production process. Annadurai and Uthayakumar [6] formulated an EPQ model with
imperfect production process and stochastic demand. Yao et al. [234] considered a
three-stage supply chain co-ordination model under imperfect production process with
fuzzy-random demand. Taleizadeh et al. [202] revisited the EPQ model with rework process
at a single stage manufacturing system with planned back-orders. The production system was
assumed to be imperfect having random defective rates.

Models with Stock Dependent Demand:

It has been acknowledged that the displayed inventory has an effect on sales for many retail
products-especially for style marchandise (Datta and Pal [52], Levin et al. [132]). This means
that the demand rates of these items may be dependent on displayed stock level. Such type of
demand in different forms was considered by Das et al. [49], Ray and Chaudhuri [173], Roy
et al. [182], Yang et al. [232] and others. But, these propositions lead the
retailer/manufacturer of the items of glass, ceramic, china clay etc. to a conflicting situation.
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Models with Selling Price Dependent Demand:

It is observed that, the demand rate of an item is influenced by the selling price of an item, as,
whenever the selling price of an item increases, the demand for that decreases and vice- verse.
Generally, this type of demand is seen for different finished goods. Several authors like Guria
et al. [85], Panda and Maiti [163], Goyal and Gunasekaran [77], Bhunia and Maiti [11], Abad
and Jaggi [2], Karimi-Nasab et al. [109] have investigated this type of inventory models.

Models with Discount Dependent Demand:

In present situation, quantity discount is of growing interest due to its practical importance in
purchasing and control of an item. Normally, one derives the better marginal cost of
purchase/production availing the opportunities of cost savings through bulk
purchase/production. Now-a-days, in the third world countries, with the introduction of open
market system and advent of multi-nationals, there is a stiff competition amongst the
companies to capture the maximum possible market. In the literature of discounted inventory
problems, Chung and Lin [43] considered inventory replenishment models for deteriorating
items in account of time discounting. Abad [1] determined an optimal policy for selling price
and lot size when suppliers offer all unit quantity discount. Chakraborty and Martin [18]
allowed discount price policies for inventory subject to declining demand. Weng [223]
developed a channel coordination model with quantity discounts.

Models with Two Warehouse Facilities:

Inventory models with two warehouse facilities, one is existing storage maintained by the
own management named as own warehouse (OW) and another is hired on rental basis named
as rented warehouse (RW), have been discussed by Hartely [90], Sarma [189], Dave [53],
Pakkala and Achary [161], Bhunia and Maiti [11], Benkherouf [10], Kar et al. [111], Dey et
al. [57] and others.

Models with Inflation and Time Value of Money:

The initial attempt to analyze the effect of inflation and the time value of money on inventory
control systems was made by Buzacott [12] in 1975. He dealt with an EOQ model with
inflation subject to different types of pricing policies. Later on, Chandra and Bahner [23]
showed the effects of inflation and the time-value of money on some inventory systems.
Several authors then extended these works to make the more realistic inventory models under
inflation and the time-value of money. Among these works, one can refer the work of
Chen [31], Yang [231], Dey et al. [57] and others.

Models under Various Carbon Emissions Policies:

In reality, the green house effect and global warming have gained much attention due to strong
and more frequent extreme change of climate. In every developing countries, there is a scope
and regulation for measuring and maintaining such carbon-emission. Benjaafar et al. [9] first
presented a model that illustrated how carbon emission can be incorporated to a decision-
making problem. Dye and Yang [70] studied a deteriorating inventory system under various
carbon emissions policies, like carbon taxes, carbon subsides etc.
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1.4. HISTORICAL LITERATURE REVIEWS ON IMPERFECT PRODUCTION
INVENTORY SYSTEM IN DIFFERENT ENVIRONMENT

1.4.3 Historical Literature Reviews on Imperfect Production Inventory
Models in Fuzzy Environments

In this environment, one or more parameters in imperfect production inventory system such
as demand, production, production run time, inventory costs etc. are fuzzy in nature.

In the world, reality is less or more uncertain, vague and ambiguous. In 1923, the philosopher
Bertrand Russell first quoted: “All traditional logic habitually assumes that precise symbols
are being employed”. It is therefore not applicable to this terrestrial life but only to an
imagined celestial existence. “All languages are vague” and “vagueness is also a matter of
degree”. An important step towards dealing with vagueness was made by the philosopher
Black Max (1937), who introduced the concept of vague set. He first introduced the concept
of “Fuzzy Set Theory” in a complete mathematical form. It is known that the real business
world is full of uncertainties in non-stochastic sense, which leads to estimation of different
inventory parameters as fuzzy numbers. Zadeh [239] first introduced a new concept ‘Fuzzy
Set Theory’ to accommodate the uncertainty in non-stochastic sense.

Introduction to fuzzy set theory and basic ideas of fuzziness was described by
Zimmermann [244]. Bellman and Zadeh [8] first introduced fuzzy set theory in decision
making process. After that, Zimmermann [244], Zadeh [240], Dubois and Prade [61, 64], Li
et al. [133] developed fuzzy models for single-period inventory problem. Hsieh [93], Xu and
Zhou [228], Liu and Liu [142] applied fuzzy programming technique to single and multiple
objective decision making problem. After that extensive research work have been done in this
area. The literature survey has been made separately on fuzzy imperfect production inventory,
fuzzy demand, fuzzy credit period, fuzzy technique in fuzzy environment which are discussed
below.

Fuzzy Production Inventory Models:

The uncertain nature of demands, production inventory costs, damageable amounts, etc.
results the imprecise rate of production. For this reason, imprecise production inventory
model is vary much visible in imprecise decision making problem. Lee and Yao [128]
developed an economic production quantity (EPQ) model with fuzzy demand quantity and
fuzzy production quantity. After that, Chang et al. [24], Lin and Yao [137], Hsieh [93]
considered fuzzy economic production for production inventory. Recently, Hazari et al. [98]
proposed an advertisement policy and reliability dependent imperfect production inventory
control problem in bi-fuzzy environment.

Models with Fuzzy/Fuzzy Rough Demand:

In inventory control problem, the assumption or consideration of market demand i.e., decay
rate of the item is the fundamental issue of the system. In modern age, this rate of demand
fluctuates day by day due to many reasons. In this context, inventory model with fuzzy
demand was considered by Lee and Yao [128]. After that, Kao and Hsu [107], Dutta et
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al. [68] developed a single-period inventory model with fuzzy demand. In 2009, Taleizadeh et
al. [201] constructed a joint-replenishment inventory control problem with fuzzy rough
demand.

Models with Fuzzy Technique:

In spite of different parameters a production inventory system may be imprecise for some
other phenomenons. Some times, the nature of fuzziness may be allowable for an imprecise
constrains or in many events. Thus, a production inventory system may yield fuzzy
differential equations or different inventory costs are expressions of fuzzy integral.
Seikkla [192], Chalco-Cano and Roman-Flores [19] solved fuzzy differential equation
problem. Wu [226] gives an approach of fuzzy Riemann integral and its numerical
integration. As a fuzzy constraint represents a fuzzy event, it should be satisfied with some
predefined necessity by Dubois and Prade [62], according to company’s requirements. As
like stochastic environment, for the solution of this type of problems Liu and Iwamura [140]
proposed a ‘here and now’ approach, i.e., the chance constraint programming approach in
which a minimum probability level for satisfying each of the constraint is specified. Similarly,
possibilistic constraints also may be defined by Zadeh [240], Dubois and Prade [61] and
others. Das et. al. [48] proposed the necessity / possibility / credibility technique for solving
fuzzy decision making problem for triangular or trapezoidal fuzzy numbers only. In 2002,
Liu and Liu [142] calculated the expected value of fuzzy variable for different fuzzy expected
value models. Due to imprecise parameters, the objective function (i.e., profit function)
becomes fuzzy in nature. Since optimization of a fuzzy objective is not well defined, one can
optimize the optimistic/pessimistic returns of the objectives with some degree of
possibility/necessity according to requirement as proposed by Liu and Iwamura [140].

Models with Fuzzy Credit Period:

In the present competitive business world a permissible delay in payment which is termed
as trade credit period in paying for purchasing cost, is very common business practice. It
influences the demand of order and reduces the holding cost. Singh et al. [195] developed a
two warehouse inventory model in crisp and fuzzy environments respectively with permissible
delay in payment. Recently, Das et al. [51] proposed an integrated production inventory model
under interactive fuzzy credit period for deteriorating item with several markets.

1.4.4 Historical Literature Reviews on Imperfect Production Inventory

Models in Fuzzy-Stochastic Environment

In this environment, the parameter(s) involved in imperfect production inventory system such
as demand, production, production run time, inventory costs etc. are fuzzy-random in nature
and specified by imprecise probability distributions.

Introduction of fuzzy random variables and its applications is not much old.
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Kwakernaak [126] first introduced fuzzy random variables. After that, several researchers
Liu [141] and others developed linear and non-linear programming methods in fuzzy
stochastic environment with fuzzy stochastic or fuzzy and stochastic data. Petrovic et
al. [165] considered the news boy problem with fuzzy demand and fuzzy inventory costs.
They considered two fuzzy models one with (i) imprecisely described discrete demand and
other with (ii) imprecisely estimated unit holding and unit shortage costs. Yao et al. [233]
described a single period inventory management in fuzzy stochastic environment.

Recently, researchers have focused on the situations in which inventory parameters are random
as well as imprecise. Models developed in such situations are known as fuzzy stochastic
inventory models. In such mixed environment, very few models have been developed. Panda
and Maiti [163] constructed a multi item fuzzy stochastic inventory model in which reliability
resources are assumed to be random and available storage space are considered as imprecise
in nature. Roy et al. [182] formulated an inventory model for a deteriorating item under fuzzy
inflation and time discounting over a random planning horizon, which extend for a EPQ model
with random planning horizon by Jana et al. [105]. Das and Maiti [50] developed production
inventory model by considering one constraint in fuzzy environment and the other in random
environment.

1.5 Motivation and Objective of the Thesis

In any manufacturing system, the production of defective wunits is a natural
phenomenon occurring from the different difficulties such as raw material, labor
experience, machine component, production rate etc. which are arise in a long-run
production process. So, it is necessary to inspect each item after production to check
whether the item is perfect or notbefore selling. In the literature, there is a large number of
articles on the imperfect production inventory models. But very few researchers have
developed the imperfect production inventory models by considering the reworking of
defective units and re-manufacturing of returned items. Since in a competitive business
world, advertisement, price-discount and warranty period etc. are important factors in
creating a market demand in the society, it isessential to study to control inventory in
the imperfect production inventory system. Moreover many business people use
showrooms to attract the customer by display of stock of the units in the showroom to
influence the demand. Therefore, one objective of our research works is to
analyze the effect of the reworking of defective items in theimperfect production
inventory model with various demand rate.

Recently, it is seen that, with the increased competitions in the global business, the
manufacturing companies are forced to work closely in partnership with their suppliers,
retailers and manufacturers. In supply chain management, the establishment of a long-term
cooperative relationship between vendor/ manufacturer and buyer as an integrated Supply
Chain Model (SCM) is beneficial for two parties with regard to costs/profits to get the
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tensionless stable sources of supply and demand as well as smooth running of business to
gain optimum profit from each other. For that reason, the coordination in the supply chain is
very important; otherwise, each stage of the supply chain acts independently without
considering the impacts of the remaining stages in the supply chain and lack of coordination
results in less profit than what could be achieved through coordination. So, in our research
works, one of the objectives is to co-ordinate the members of supply chain on imperfect
production inventory models in different environment.

Traditional inventory models generally hypothesize that a retailer pays his/her supplier at
the time of purchase. But in real world, it is observed that a supplier often offers a retailer a
delayed payment period known as the trade credit period to settle the account. Offering such
a credit period, the supplier entices the buyer to increase the size of their order and hence
reduce on-hand stock level. From the retailer’s view-point, during the credit period he/she can
sell the items and continue to accumulate the sales revenue and earn interest from it before
payment to be made. Hence, the trade credit has an important role for the decision on the rate
of supply and indirectly on the order quantity. During the past few years, many articles
dealing with various type of inventory models under trade credit have appeared in various
research journals. So in an integrated inventory system, the offer of a credit period plays an
important role to achieve the optimum profits. Therefore, another objective of our research
works is to analyze the effect of the credit period(s) in the supply chain model.

Many researchers have worked on imperfect production inventory model with the
considerations of various types of demand rate. In the present time, the advertisement has an
important role in increasing the demand of a commodity. In the same time, from the market
survey it is also observed that for the coming of other new brands of the same product, there
is a declination of demand rate. In such circumstances, a manufacturer wants to produce the
optimum amount of item per unit time to get the maximum profit from his/her business where
he/she has capability to collect sufficient raw materials, labours, machines and other related
resources to produce the item. Henceforth, the production rate should be considered to be a
variable. In this case, the defective rate of the produced items must be dependent on the
production rate. Due to the existence of defective production, the manufacturer decides to sell
the items of the perfect quality after sorting the inventory. So during the production period,
the screening process has been carried out simultaneously. These concepts have motivated us
to develop an imperfect production inventory model with production rate dependent defective
rate and advertisement dependent demand which is discussed in Chapter 3. Also in this
chapter, the depreciation rate in demand function has been considered in which the screening
rate is less than or equal to the production rate, but greater than or equal to the demand rate.

From the literature survey, it is seen that traditional inventory models generally
hypothesize that the imperfect units are disposed. But in real world, these units are reworked
and transformed into a good ones. Moreover, the time horizon of commonly used EPQ model
are either infinite or finite. But in the reality, there may occur an uncertainty in the time
horizon. Again the demand of the goods is not dependent on exactly one parameter in the
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production inventory system. Basically there are different parameters on which demand may
vary. This sense motivated us to develop a model “An EPQ model with promotional demand
in random planning horizon: population varying genetic algorithm approach” in Chapter 4,
where the demand of the items has three basic parts such as (i) minimum requirement of the
goods, (ii)) demand enhancement due to lower selling price and (iii) demand increased
through the motivation of the customer by advertisement.

Most of research articles (cf. Kim [118], Goyal and Cardenas-Barron [78] and others) on
the EPQ models with imperfect production process considered the inspection process for
searching the defective items in which the inspection process has been as error free. But in
reality, this assumption is not true in business world. Practically, the inspection process is not
error free due to different types of factors related to machine and human in the system. In
practice, the manufacturer usually offers a warranty for all selling items for a specific
warranty period with a view to increasing the selling rate and reliability of the product. Now
it is seen that if any purchased product fails to work properly within its warranty period, then
the servicing center replaces it with a new item or repairs the product by replacing one or
more parts. Therefore, the retailers as well as users are motivated by the displays,
advertisements, selling price discount and warranty period to procure the products such as
mobiles, computers etc. This phenomena has inspired and motivated us to formulate and
analyze the model “A deteriorating manufacturing system considering inspection errors with
discount and warranty period dependent demand” by considering warranty period dependent
warranty cost which is illustrated in Chapter 5.

Again, in a production system, it is seen that initially the production process is in an
in-control state, because all factors associated with the system are fresh. But due to
continuous running of the system these factors gradually lose their perfectness and thus
reliability of the production process decreases. So, after some time of production, the
production process may shift from the in-control state to out-control state. If the production
rate increases, the occurrence of out-control state comes very first and hence it produces more
non conforming items than earlier. So in such situations a development cost is required to
control the occurrence of out-control state. Already many researchers (cf. Rosenblatt and
Lee [181], Hayek and Salameh [97] and others) have worked on imperfectness of a product.
Keeping the above sense in mind, we are motivated to formulate a model in Chapter 6 where
reliability of the production system is continuously maintained by imposing time dependent
development cost to reduce the imperfectness of the product during production. Also we
assumed here that defective rate depends upon the production rate and the time length of
out-control state.

It is observed that a large pile of goods in showroom in a super market will lead the
customer to buy more and generate higher demand. But due to limited space facility of
showroom, sometimes one or more warchouse(s) is hired on rental basis nearer the
showroom. There is a good number of research papers (cf. Bhunia and Maiti [11] ) published
by several researchers on this ware house facility. In 2008, Dey et al. [57] considered a two
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ware house problem with lead time and inflation in wholesaler-retailer or
manufacturer-retailer problem two storage inventory problem. This influences us to formulate
a three layer supply chain model with two warehouse facility. In the recent age, Liu &
Sai [139], Chen [33] and others extended the ideas of fuzzy set as fuzzy rough set. All these
help us to form a “Three-layer supply chain in an imperfect production inventory model with
two storage facilities under fuzzy rough environment” which is discussed in Chapter 7.

Normally, the rate of defectiveness is not a constant due to many factors. So it should be
taken as uncertain quantity. Also in practical business world, sometimes it is seen that the
demand of a retailer changes due to various factors according to his/her business policy. So in
nature, it is vague and imprecise. These situation have motivated us to develop a model “A
fuzzy imperfect production inventory model based on fuzzy differential and fuzzy integral
method” in Chapter 8 where we consider demand of the product, defective rate and the time
at which the production system shifts from in-control to out-control state are as fuzzy.

A classical logistic system gives a forward flow, i.e., the material and related information
flow until the final products are delivered to the customer. But reverse logistic manages
backward process, i.e., the used and reusable parts are returned from the customers to the
producer. Environmental consciousness forces companies to initiate such product recovery
systems with their disposal such as metal, glass, paper etc. In this way natural resources can
be saved for the future generations. These concepts have motivated us to develop, the joint
decision-making problem for the two plant production and reproduction inventory model with
reworking of defective units over a finite planning horizon. Also our object maximized the
expected total profit and minimized expected GHG emission in the imperfect production
inventory model Chapter 9.

In business world, there are many parameters or components which are not fixed in
reality. This situation of uncertainty has motivated us to form an imperfect production
inventory model in fuzzy-random environment. Also the concept of learning from our daily
mistakes expertises us to introduce the concept of learning effect on the imperfect production
model to reduce the rate of defective units including a extra cost for this expertise, which is
shown in the model “Multi-item EPQ model with learning effect on imperfect production
over fuzzy-random planning horizon” in Chapter 10.

In the supply chain, there exists at least one process (production, repairing etc), through
which the environment becomes polluted. Therefore, in the context of global business
management, an extra cost should be introduced for the emission of carbon to keep the
environment fresh. In spite of this carbon emission in a production, trade credit has an
intrinsic connection with the demand in supply chain management. These lacunas of supply
chain motivated us to form a model entitled “Two layers supply chain imperfect production
inventory model with fuzzy credit period, imperfectness depend on time and production rate”
in Chapter 11.
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1.6 Organization of the Thesis

In the proposed thesis, some real-life Imperfect Production Inventory problems in crisp,
stochastic, fuzzy and fuzzy stochastic environments are considered and analyzed. The
proposed thesis has been divided into seven parts and twelve chapters as follows:

Part I: General Introduction, Basic Concepts and Solution Methodologies
e Chapter 1: General Introduction
e Chapter 2: Basic Concept and Solution Methodology
Part II: Studies on Imperfect Production Inventory System in Crisp Environment

e Chapter 3: Imperfect production inventory model with production rate dependent
defective rate and advertisement dependent demand

Part III: Studies on Imperfect Production Inventory Systems in Stochastic Environment
e Chapter 4: An EPQ model with promotional demand in random planning horizon:

population varying genetic algorithm approach

e Chapter 5: A deteriorating manufacturing system considering inspection errors with
discount and warranty period dependent demand

e Chapter 6: Two layers supply chain in an imperfect production inventory model with
two storage facilities under reliability consideration
Part IV: Studies on Imperfect Production Inventory Systems in Fuzzy Environment
e Chapter 7: Three-layer supply chain in an imperfect production inventory model with

two storage facilities under fuzzy rough environment

e Chapter 8: A fuzzy imperfect production inventory model based on fuzzy differential
and fuzzy integral method

e Chapter 9: GA approach for controlling GHG emission from industrial waste in two
plant production and reproduction inventory model with interval valued fuzzy pollution
parameters

Part V: Studies on Imperfect Production Inventory System in Fuzzy Stochastic Envi-
ronment

e Chapter 10: Multi-item EPQ model with learning effect on imperfect production over
fuzzy-random planning horizon

e Chapter 11: Two layers supply chain imperfect production inventory model with fuzzy
credit period, time and production rate dependent imperfectness
Part VI: Summary and Extension of the Thesis
e Chapter 12: Summary and Future Research Work

Part VII: Appendices, Bibliography and Index
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Part 1

(General Introduction, Basic Concepts and Solution Methodologies)
The Part I is divided into two chapters - Chapter 1 and Chapter 2.

Chapter 1: General Introduction

This chapter contains an introduction giving an overview of the preliminary studies along
with historical reviews on integrated production inventory control system with reworked of
imperfect product in crisp, fuzzy and stochastic environments.

Chapter 2: Basic Concepts and Solution Methodologies

In this chapter, Generalized Reduced Gradient (GRG) technique, Genetic Algorithm (GA),
Population ~ Varying  Genetic  Algorithm  (PVGA), Multi-Objective  Genetic
Algorithm(MOGA), Fuzzy Simulation Based Genetic Algorithm (FSGA), Possibility/
Necessity/ Credibility representation, Solution of Fuzzy Differential Equation (FDE) and
Fuzzy Programming Technique(FPT) have been studied which are used to solve and develop
the models described in the thesis.

Part 11
(Studies on Imperfect Production Inventory System in Crisp Environment)
The Part II contains Chapter 3, in which an imperfect production inventory model is derived,
solved and discussed in crisp environment.

Chapter 3: Imperfect production inventory model with production rate
dependent defective rate and advertisement dependent demand

In this chapter, an economic production quantity (EPQ) model with imperfect production
system and advertisement dependent demand has been presented in crisp environment. The
advertisement rate has been assumed to be a function of time which has been increased with
respect to time at a decreasing rate 1.e., it grows exponentially with respect to time but rate of
growth gradually decreases. Here, the rate of producing defective has been followed to be a
function of production rate. Also, the produced units have been inspected in order to screen
the defective but the screening rate is less than or equal to the production rate and greater than
the demand rate. For the developed EPQ model, the total profit has been maximized to obtain
the optimum production rate and production run time in the system. Here, an algorithm has
been developed for finding the optimal profit of the imperfect production inventory model.
Finally, different numerical examples have been considered to illustrate the feasibility of the
model taking different special cases in the system and then some sensitivity analysis have
been carried out to get the impact of some parameters on the objective function of the model.
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Part 111
(Studies on Imperfect Production Inventory System in Stochastic Environment)
The Part III contains Chapter 4, 5, & 6, in which different imperfect production inventory
models have been derived in stochastic environment and solved then.

Chapter 4: An EPQ model with promotional demand in random
planning horizon: population varying genetic algorithm approach

One of the Economic Production Quantity (EPQ) problems that have been of interest to
researchers is the production with reworking of the imperfect items including waste most
disposal form and vending the units. In this chapter, an imperfect production inventory model
is developed over a finite random planning horizon (which is assumed to follow the
exponential distribution with known parameters) with the assumption that the decay rate of
the items is satisfied from three different points of view: (i) minimum demands of the
customer’s requirement, (ii) demands to be enhanced for lower selling price and (iii) demands
of the customers who are motivated by the advertisement. The model has been illustrated
with a numerical example, whose parametric inputs are estimated from market survey. Here
the model is optimized by using a population varying genetic algorithm.

Chapter 5: A deteriorating manufacturing system considering inspection
errors with discount and warranty period dependent demand

This chapter deals with selling price-discount and warranty period dependent demand in an
imperfect production inventory model under the consideration of inspection errors and time
dependent development cost. Normally, due to long-run, a production process deteriorates
with time and here we assume that the process shifts from in-control to out-of-control state at
any random time. A time dependent development cost has been constructed to increase the
reliability of the production system i.e., to decrease the deterioration of the system during the
production run. As a result, the less amount of items are rejected. Here, two types of
inspection errors such as Type-I error and Type-II error, have been considered during the
period of product inspection process. In Type-I error, an inspector may choose falsely a
defective item as non-defective and in Type-II error an inspector may choose falsely a
non-defective item as defective. Due to these phenomena, the inspection process would
consist of the following costs: cost of inspection, cost of inspection errors. The purpose of
this chapter is to investigate the effects of time dependent development cost on the defective
items, selling price-discount and warranty policy on the market demand and finally optimize
the expected average profit under consideration of such inspection costs in infinite time
horizon. Some numerical examples along with graphical illustrations and sensitivity analysis
are provided to test the feasibility of the model.

Chapter 6: Two layers supply chain in an imperfect production inventory
model with two storage facilities under reliability consideration
This chapter focuses on an imperfect production inventory model considering production
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system reliability as well as development cost to improve the system reliability and reworking
of imperfect items in the environment of two layer supply chain management. Here we
consider, the production system may be shifted from “in-control” state to an “out-of-control”
after a time which is a random variable and distributed exponentially with mean %, where A is
the system reliability depending on the production rate. A development cost is incurred to
improve the reliability of the production system. The rate of defectiveness of the imperfect
quality items (which produce in the “out-of-control” state) is also assumed as random and
depends upon the production rate and time length of the “out-of-control” state. A portion of
the imperfect quality items is transformed into perfect quality items after some necessary
rework. Another portion of imperfect quality items, termed as ‘less perfect quality items’, is
sold at a reduced price to the retailer and the portion which cannot be either transformed to
the perfect quality items or sold at a reduce price, is being rejected. For such rejection of
some items, a disposal cost per unit of rejected items is incurred to minimize the
environmental pollution. Here, a retailer purchases both perfect and imperfect quality items
from manufacturer to sale the items to the customers through his/her respective showrooms of
finite capacities. A secondary warehouse of infinite capacity is hired by the retailer on rental
basis to store the excess quantity of perfect quality items. Finally, average profit of the
integrated model has been maximized by optimizing the production rate as well as defective
rate of the production system and some numerical examples have been given to illustrate the
feasibility of the model.

Part IV

(Studies on Imperfect Production Inventory System in Fuzzy Environment)
The Part IV contains Chapter 7, 8, & 9, in which different imperfect production inventory

models have been developed in fuzzy environment and then optimized.

Chapter 7: Three-layer supply chain in an imperfect production
inventory model with two storage facilities under fuzzy rough
environment

This chapter focuses on an imperfect production inventory model considering product
reliability and reworking of imperfect items in three layers supply chain under fuzzy rough
environment. In the model, the supplier receives the raw materials, all are not of perfect
quality, in a lot and delivers the items of superior quality to the manufacturer and the inferior
quality items are sold at a reduced price in a single batch by the end of the cent percent
screening process. Manufacturer produces a mixture of perfect and imperfect quality items.
A portion of the imperfect items is transformed into perfect quality items after rework.
Another portion of imperfect items, termed as ’less perfect quality items’, is sold at a reduced
price to the retailer and the portion which can not be either transformed to the perfect quality
items or sold at a reduce price, is being rejected. Here retailer purchases both the perfect and
imperfect quality items from the manufacturer to sale the items to the customers through
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his/her respective showrooms of finite capacities. A secondary warehouse of infinite capacity
is hired by the retailer on rental basis to store the excess quantity of perfect quality items.
This model considers the impact of business strategies such as optimal order size of raw
materials, production rate and unit production cost in different sectors in a collaborating
marketing system that can be used in the industry like textile, footwear, electronics goods etc.
An analytical method has been used to optimize the production rate and raw material order
size for maximization of the average profit of the integrated model. Finally, a numerical
example is given to illustrate the model.

Chapter 8: A fuzzy imperfect production inventory model based on fuzzy
differential and fuzzy integral method

This chapter considers a fuzzy economic production quantity (FEPQ) model with interactive
fuzzy demands. At the beginning of a production process, the system is assumed to be in a
controlled state i.e., under this stage only perfect items are produced. But after some time to
be considered as fuzzy here, the manufacturing production process shift to an ‘out-control’
state i.e., during this stage the system produces both of perfect and imperfect items
simultaneously. Here the defective rate of production system has been considered also as
fuzzy. Here the screening process of produced items has been considered during production
period. Finally some numerical examples have been illustrated to study the practical
feasibility of the production inventory model along with sensitivity analysis of some
parameters.

Chapter 9: GA approach for controlling GHG emission from industrial
waste in two plant production and reproduction inventory model with
interval valued fuzzy pollution parameters

This chapter investigates an imperfect production — reproduction inventory model for two
types of quality items (item-I and item-II) produce in two different plants (plant-I and
plant-1I) in the same premises under single management system over a known-finite time
horizon with consideration of environment pollution control through industrial waste
management. Both the production plant-I and plant-II produces mixture of perfect and
defective units. Some of the defective units are rework and non-reworkable defective units are
continuously transferred to the raw material processing unit. Used units are collected from
the customers and deposited in the raw material processing unit as raw materials for plant II.
Treatment of industrial waste from both the plants and raw material processing unit is
considered to protect the environment from water pollution and Green House Gas (GHG)
emission as industrial waste is become a serious environmental issue. Two conflicting
objectives are integrally considered of which one is maximization of the total profit out of
two plants and other is minimization of Green House Gas (GHG) emission from industrial
waste over the finite time horizon .
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Part V
(Studies on Imperfect Production Inventory System in Fuzzy-Stochastic Environment)
The Part II contains Chapter 10 & 11, in which a imperfect production inventory model have
been developed, solved and discussed in fuzzy-stochastic environment.

Chapter 10: Multi-item EPQ model with learning effect on imperfect
production over fuzzy-random planning horizon

Uncertainty is certain in the world of uncertainty. This study revisits an economic production
quantity (EPQ) model with shortages for stock-dependent demand of the items with
reworking and disposing of the imperfect ones over a random planning horizon under the
joint effect of inflation and time value of money, where the expected time length is imprecise
in nature. Transmission of learning effect has been incorporated to reduce the defective
production. The total expected profit over the random planning horizon is maximized subject
to the imprecise space constraint. The possibility, necessity and credibility measures have
been introduced to defuzzify the model. The simulation-based genetic algorithm is used to
make decision for the above EPQ model in different measures of uncertainty. The model is
illustrated through an example. Sensitivity analysis shows the impacts of different parameters
on the objective function in the model.

Chapter 11: Two layers supply chain imperfect production inventory
model with fuzzy credit period, time and production rate dependent
imperfectness

This chapter focused on an integrated production inventory model with rework of the
imperfect units and stock dependent demands of the customer from several retailers. There is
an opportunity to build model to measure the amount of carbon emissions during the time of
production and the corresponding rate of carbon emission parameters are random which
follows Beta distribution. Here, the rate of imperfectness is assumed to be a function of time
and production rate. One portion of produces imperfect units is transformed into perfect
quality items after some necessary rework. In this chapter, a manufacturer-retailer-customer
chain system is developed in which the retailer gets an upstream trade credit period (M) from
the manufacturer and retailers offers a down stream trade credit period (/V;) to customers to
stimulate demand as well as sales and reduce inventory. We employ the sequential
optimization structure of the extensive problem under different scenarios of trade-credit
periods. The model has been developed as a profit maximization problem with respect to the
manufacturer and retailers. The production time and expected profit has been optimized using
develop algorithm and non-linear optimization technique Generalized Reduced Gradient
method (LINGO). Finally, several numerical examples and sensitivity analysis are provided
to illustrate the utilization of our model.
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1.6. ORGANIZATION OF THE THESIS

Part VI

(Summary and Extension of the Thesis)

Chapter 12: Summary and future research work

At the end, a summary of the thesis, its limitation and the scope of future research work have

been given.

Part VII
(Appendices, Bibliography and Index)
This part of the thesis contains Appendices, Bibliography and Index.
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Chapter 2

Basic Concepts and Solution

Methodologies

2.1 Basic Concepts of Crisp Set Theory

Crisp Set: By crisp one means dichotomous, that is, yes or no type rather than more-or-less
type. In conventional dual logic, for instance, a statement can be either true or false- and
nothing in between. In set theory, an element can either belongs to a set or not and in
optimization, a solution is either feasible or not. A classical set, X, is defined by crisp
boundaries, i.e., there is no uncertainty in the prescription of the elements of the set.
Normally, it is defined as a well defined collection of distinct elements or objects, x € X,
where X may be countable or uncountable.

Convex Set: A subset S C R”" is said to be convex, if for any two points x1, x5 in S, the line
segment joining the points x; and x5 is also contained in S. In other words, a subset S C R"
is convex, if and only if 1,29 € S = Ax; + (1 = N)zg € Sfor 0 <A< 1.

Convex Combination: Given a set of vectors {xi,z5,---,x,}, a linear combination
r = MT1 + A2 + -+ + Ay, is called a convex combination of the given vectors, if

)\1,)\2,"' ,)\nz()and Z)\zzl

=1

Convex Function: A function f : S — R is said to be convex, if for any z;, 2, € S and
0 < A < 1,itimplies that f{(1 — ANz + Azo} < (1 —X)f(x1) + Af(z2).

Concave Function: A function f : S — R is said to be convex, if for any 1,2z, € S and
0 < X < 1,itimplies that f{(1 — ANz + Axo} > (1 — ) f(x1) + A f(z2).
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2.2 Basic Concepts of Probability Distribution

Random Variable: Let S be a sample space of of some given random experiment E. It has
been observed that the outcomes (i.e., sample points of .S) are not always numbers. We may
however assign a real numbers to each sample point according to some definite rule. Such an
assignment gives us a “function defined on the sample space S”. This function is called a
random variable (or stochastic variable).

Probability Space: Mathematically, an order tuple (.5, €2, P) is said to be Probability Space if
e S is a non-empty set of outcomes of a random experiment F.
e ()is a set of all events i.e., subsets of .S, which is a o-field, i.e., it satisfies the following
properties:
e
(i) A € Q = A° € (), where A¢ is the complement of A in €.
(iii) Ay, Ay, ... € Q= A= U (Al S Q)
i=1

e P is a probability function for the events, i.e., P : Q — [0, 1].

Discrete Probability Distribution: A random variable which assumes a finite number or
countably infinite number of values is called a discrete random variable.

Let X be a discrete random variable which can assume the values x1, zs, 23, ..... (arranged in
an increasing order of magnitude) with probabilities pq, po, ps, ..... respectively.  The
specification of the set of values x; together with their probabilities p; (i=1, 2, 3, ....) defines
the discrete probability distribution of X.

e Properties: (i) P(x;) =p;, 0 <p; <1,Vz; € S(i =1,2,3,...),

[e.o]

(i1) ;pi = 1.

Continuous Probability Distribution: A random variable which assumes an uncountable
infinite number of values, it is called a continuous random variable.

If X is a continuous random variable, the number of possible values which can assume is
uncountable infinite and hence the probability function cannot be defined in the same manner
as for a discrete random variable. In this case, we define a function f(z) = P(—o0 < X < z),
which satisfies two conditions

(i)f(x) >0 and (17) /OO fz)dr =1

The function f(x) is called probability density function (p.d.f.) or simply density function of
the continuous random variable X.

In any physical problem, one chooses a particular type of probability distribution depending
on (i) the nature of the problem, (i7) the underlying assumptions associated with the
distribution of the parameters, (iii) the shape of the graph between the probability density
function f(z) (or distribution function F'(x)) and x obtained after plotting the available data
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and (iv) the convenience and simplicity afforded by the distribution. Some continuous
probability distributions are presented here. In this thesis, Uniform distribution, Exponential
distribution and Beta distribution have been used for stochastic and fuzzy stochastic models.

2.2.1 Some Probability Distributions

Uniform Distribution or Rectangular Distribution: A continuous random variable X, is
said to have a uniform distribution, if its probability density function f(z) (cf. Figure 2.1) is
given by

! b
f(I):{ s a<a<

0, elsewhere

where a and b are two parameters of the distribution.

L

Figure 2.1: Probability density function of uniform distribution

Exponential Distribution: A continuous random variable X, is said to have an exponential
distribution, if its probability density function f(x) (cf. Figure 2.2) is of the form:

o) = e ™ <z < oo
1 0, elsewhere

Here A\(> 0) is the parameter of the distribution.
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=) |

Figure 2.2: Probability density function of exponential distribution
Beta Distribution: A continuous random variable X, is said to have a beta distribution, if its
probability density function f(z) (cf. Figure 2.3) is given by
z=1(1—z)m !

f(x)z{ gy Vse<l

0, elsewhere

where,

L{Orim) L o ym—1
m—/ox (1 —2)" dx

[ and m being two positive parameters of the distribution.

p(l,m) =

1.0 T T T
_ , 25 \\ S : /
5,4= , e ‘// L \ J == a=id=1
Toa=Lp= ,"‘ ‘: . == a=l4=3
0.8H T | . ........................ " g / N 2l % \ i /
24=5 s / \ — a=18=5 /
/ / \
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Figure 2.3: Cumulative and Probability density function of beta distribution of first kind
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2.2.2 Some Statistical Terms and Tests

Statistical Hypothesis: Any statement or assertion about a statistical population or the values
of its parameters is called a statistical hypothesis. There are two types of hypothesis - simple
and composite.

Test of Hypothesis or Test of Significance: A test of hypothesis is a procedure which specifies
a set of “rules for decision” whether to ‘accept’ or ‘reject’ the hypothesis under consideration
(i.e., null hypothesis).

Null Hypothesis: A statistical hypothesis which is set up (i.e., assumed) and whose validity
is tested for possible rejection on the basis of sample observations is called a null hypothesis.
It is denoted by H|, and tested against alternatives. Test of hypothesis deals with rejection or
acceptance of null hypothesis only.

Alternative Hypothesis: A statistical hypothesis which differs from the null hypothesis is
called an alternative hypothesis and is denoted by H;. The alternative hypothesis is not tested,
but its acceptance (rejection) depends on the rejection (acceptance) of the null hypothesis.
The choice of an appropriate critical region depends on the type of alternative hypothesis, viz.
whether both-sided, one-sided (right/left) or specified alternative.

Test Statistic: A function of sample observations (i.e., statistic) whose computed value
determines the final decision regarding acceptance or rejection of Hy, is called a test statistic.
The appropriate test statistic has to be chosen very carefully and a knowledge of its sampling
distribution under H, (i.e., when the null hypothesis is true) is essential in framing the
decision rules. If the value of the test statistic falls in the critical region, the null hypothesis is
rejected.

Critical Region: The set of values of the test statistic which lead to rejection of the null
hypothesis is called critical region of the test. The probability with which a true null hypothesis
is rejected by the test is often referred to as “size” of the critical region. Geometrically, a
sample x1, xs, ....., £, of size n is looked upon as just a point x, called sample point, within
the region of all possible samples, called the sample space. The critical region is then defined
as a subset of those sample points which lead to rejection of the null hypothesis.

Level of Significance: The maximum probability with which a true null hypothesis is
rejected is known as level of significance of the test, and is denoted by «. In framing decision
rules, the level of significance is arbitrarily chosen in advance depending on the consequence
of statistical decision. Customarily, 5% or 1% level of significance is taken, although other
levels such as 2% or %% is also used. The level of significance « is used to indicate the upper
limit of the size of critical region.

Fisher’s ‘¢’ Test for Comparison of Two Means (s.d.’s unknown): Consider
two independent random samples of sizes n; and ns from two normal populations with means
(1 and po respectively. It is required to test the hypothesis that the means are equal. The null
hypothesis is

Ho @ py = po
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If the standard deviations of two population are assumed to be equal, then an “unbiased”
estimator of the common variance is given by

2 2
32 - 71151 + n281

ny+no —2

where S; and S are the sample standard deviations.
If this is substituted for 012 and 05 in formula (2.1), the statistic is

follows Fisher’s t distribution with degrees of freedom (n; 4+ ny — 2).
Confidence limits for (u; — p2) are

95% confidence limits: (Z; — T3) & o5 X 84/ = + =
99% confidence limits: (ZT7 — T3) £ o5 X S il + L
ANOVA Test for Comparison of Means: Like so many of our inference

procedures, ANOVA has some assumptions which should be in place in order to make the
results of calculations completely trustworthy. They include:

(1) Subjects are chosen via a simple random sample.
(i) Within each group/population, the response variable is normally distributed.

(iii)) While the population means may be different from one group to the next, the population
standard deviation is the same for all groups.

The statistical test ANOVA is used to test under the following hypothesis:
e Hj: The (population) means of all groups under consideration are equal.
e [1y: The (population) means are not all equal.

Following notations are needed to be described for one way ANOVA

k = the number of groups/populations/values of the explanatory levels of treatment.
n; = the sample size taken from group .
. . k
n = the (total) sample, irrespective of groups = > .| n;.
x;; = the jth response sampled from the ith group/population.
; = the sample mean of responses from the ith group = ni Z?;l Tij.
s; = the sample standard deviation from the ith group = —— > iy (i — z)2.
7 = the mean of all responses, irrespective of groups = % > ; Tij-
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Splitting the Total Variability into Parts

Viewed as one sample (rather than k samples from the individual groups/populations), one
might measure the total amount of variability among observations by summing the squares of
the differences between each x;; and 7:

k  n;
SST (stands for sum of squares total) = Z Z(xw —7)%

i=1 j=1

This variability can be explicit into two sources:
(1) Variability between group means (specifically, variation around the overall mean 7)

k
SSG = > n(Ti — )
=1

(i1) Variability within groups means (specifically, variation of observations about their group
mean ;)

k  n;
SSE = Z Z(ZEZ] — IL‘_Z)Z = Z (nz - 1)31'2

i=1 j=1 i=1
Therefore it is clear that,

SST = SSG + SSE

Evaluation of [ statistics

It is a measure of the variability between groups divided by a measure of the variability within
groups.

The detail computation of F’ statistic is shown in the following ANOVA Table 2.1

Table 2.1: ANOVA Table
Source SS df MS F

_ssa _ MSG
Model/Group SSG k-1 MSG=2=% F=33%E

Residual/Error SSE n-k MSE:%

Total SST n-1

Conclusion

If the computed value of F statistic is greater than the theoretical F' value with (k — 1,n — k)
degree of freedom for an assigned level of significance « i.e., calculated F' value falls in
critical region for that level of significance, then the null hypothesis (/) is rejected with level
of significance «. Otherwise it is accepted with level of significance a.
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2.3 Basic Concept of Fuzzy Sets

The fuzzy set theory was developed to define and solve the complex system with sources of
uncertainty or imprecision which are non-statistical in nature. Fuzzy set theory is a theory of
graded concept (a matter of degree) but different from a theory of chance or probability. The
term “FUZZY was proposed by Prof. L, A. Zadeh in 1962 (cf. Zadeh [239]). A short
delineation of the fuzzy set theory is given below. For developing the mathematical
formulation of the model, some definitions related to fuzzy set are presented here.

Fuzzy Set: A fuzzy set is a class of objects in which there is no sharp boundary between
those objects that belong to the class and those that do not. If X is a collection of objects
denoted by z, then a fuzzy set S in X is a set of ordered pairs:

§={ @ ns@)le € X}

where piz(x) is called the membership function of z in S which maps X to the membership
space M which is considered as the closed interval [0,1].

Note: When M consists of only two points 0 and 1, A becomes a non-fuzzy set (or Crisp set)
and /1 5(z) reduces to the characteristic function of the non-fuzzy set (or crisp set). The range
of the membership function is a subset of the non-negative real numbers whose supremum is
finite.

Example 2.1. S= “real numbers considerably larger than 6”

$ = { @ ngla)le € )}

where

0 swhenx < 6

py(r) =
(14 (z—6)"2)"" ;whenz >6
Fuzzy Function: Let X and Y be the universes and P(Y') be the set of all fuzzy sets in Y
(power set), ¢ : X — P(Y') is a mapping. Then ¢ is a fuzzy function iff
ﬂ’a(x)(y) = Mﬁ(xvy)7 V(Zﬁ,y) € X/ X Y
where /15 (2, y) is the membership function of the fuzzy relation.

Example 2.2. Let X be the set of all workers of a plant, 5 the daily output and vy the number

of processed work pieces. A fuzzy function could then be () = y.
Fuzzy Number: A fuzzy number is a special class of a fuzzy sets. A fuzzy number M is a
convex normalized fuzzy set M of the real line } such that

(i) It exists one & € R with p37(&) = 1 (& is called the mean value of M ).
(i) pug7(€) is piece wise continuous.
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Example 2.3. The fuzzy set, ‘approximately 9’ = {(6, .6), (7, .8), (8, .9), (9, 1), (11, . 1)} is
a fuzzy number. But {(7, . 8), (8, 1), (9, .5), (10, 1), (11, .7)} is not a fuzzy number because
n(8) =1, u(8) = .5 and p(10) = 1.

2.3.1 Different Types of Fuzzy Numbers

Triangular Fuzzy Number (TFN): A TEN M = (Mo — Ay, My, My + As) (cf. Figure 2.4),
where 0 < Ay < M, anclg < Ag; Ay, Ay are determined by the decision makers. Now, the
membership function of M is yi77() defined as follows:

% fong—A1§x§M0
ppp(e) = ¢ MeESe=t for My < 2 < Mo+ A,
0 otherwise

;__________
=
>
e

0 M-A
Figure 2.4: Membership function of Triangular fuzzy number (TFN)

o If ML and MZ are left and right c-cut of M = (My — Ay, My, My + As) respectively then
M(f = (MO — Al) + OéAl and Mo}; = (MO + AQ) — OZAQ.

Trapezoidal Fuzzy Number (TrFN): A TrFN (cf. Figure 2.5) M= (Mo— Ay, My— Ay, Mo+
Az, Mo+ Ay), where 0 < Ay < A; < Mpand 0 < Az < Ay; Ay, Ay, Az, Ay are determined

by the decision makers. Now, the membership function of M is y157(x) defined as follows:

g=Mo+A, fOI’MO—Algl'SMO—AQ

A1—Ap
i(r) = 1 for My — Ay <z < My + Az
M - —ngfgm for Mo + Ay <z < Mo + Ay
0 otherwise
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0 Mi-Ar Mp-4,  My+A;  MytAy

> X

Figure 2.5: Membership function of Trapezoidal fuzzy number (TrFN)

o If ML and ME are left and right a-cut of M = (Mo — Ay, My — Ao, My + Az, My + Ay)
respectively then ML = (My — A;) + a(Ay — Ay) and ME = (Mo + Ay) — a(Ay — Ay).

Parabolic Fuzzy Number (PFN): A PFN M = (Mo — Ay, My, My + As) (cf. Figure 2.6),
where 0 < A; < M, an(H) < Asg; Ay, Ay are determined by the decision makers. Now, the

membership function of M is ji3;(x) defined as follows:

1—(%)2 fOI'MO—AlngMO
pile) = 1—("”12%)2 for My <z < My + A,

otherwise

0 M-4& M, My+4,

Figure 2.6: Membership function of Parabolic fuzzy number (PFN)

o If ML and MP are left and right a-cut of M = (Mo — Ay, My, My + Ay) respectively then
M£ = M() — \/&Al and Mo}? = M() + \/&AQ

General Fuzzy Number (GFN): A GEN M = (M — Ay, My — Ao, My + As, My + Ay) (cf.
Figure 2.7), where 0 < Ay < A} < Mpyand 0 < A3z < Ay; Aq, Ay, Ag, Ay are determined by
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the decision makers. Now, the membership function of M is py7 () defined as follows:

(%)2 fOI'MO—Alél'SMO—AQ
1 fOI'MO—AQSI'SMO—f-Ag

/LA‘(Z’) - (%+—M)2 fOI'M() + Ag S T S MO + A4
0 otherwise

L 5

0 >
Mg—Ar Mp—Ax My+A; Mp+Ay  x

Figure 2.7: Membership function of a General fuzzy number (GFN)

o If ML and ME are left and right a-cut of M = (My — Ay, My — Ao, My + As, My + Ay)
respectively then ML = (My — A1) +v/a(A; — Ag) and ME = (Mg + Ay) — /oAy — A3).
Proposition 2.1. Let a be a fuzzy number. Then

(i) a is called non negative fuzzy number if £;(x) = 0, Vo < 0.

(ii) a is called non-positive fuzzy number if £;(x) = 0, YV > 0.

(iii) a is called positive fuzzy number if &;(x) = 0, Va < 0.

(iv) a is called negative fuzzy number if £ (x) = 0, Vo > 0.

Proposition 2.2. (Mizumoto and Tanaka [153]). Let a and b be two fuzzy numbers. Then
(Ja®b acbanda®bare also fuzzy numbers.

(i) bisa positive or negative fuzzy number then a © b is also fuzzy numbers.

Proposition 2.3. Let @ and b be two closed fuzzy numbers. Then
()a®b aobanda® b are also closed Juzzy numbers.
(i) bis a positive or negative fuzzy number then a © b is also closed fuzzy numbers.

a-cut set: o-cut of a fuzzy number S in R is denoted by S [ and is defined as,

Sla] = {x € R/g(e) = o}
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Let F'(X) be the space of all compact and convex fuzzy sets on X. If f : R — R is a

continuous function, then f : F/(R™) — F(R") is well defined function and its c-cut f(u)[a]
is given by Roman-Flores et al. [180].

Fw)a] = f([u]*),Ya € [0, 1], Yu € F(R") 2.1)
where f(A) = {f(a)/a € A}.

Proposition 2.4. (i) If a and b be two closed Sfuzzy numbers. Then
(@a®b)a = [ak +bE, al + b7 and (@ © b), = [aL — bR, ol — bY]

o) o o) o

(ii) If a and b be two closed fuzzy numbers then

S b — [mindalpl ,LpR RpL _RpR LyL LR _RpL RpR
(@ ®b)y = [min{agby, a bl atby, a b}, max{a by, a bi, atby, atbr}.

(iii) If @ and b be two non-negative closed fuzzy numbers then (a® I;)a = [albL altb2}].

a“ar o

Note: a, Qint I~)a is well-defined when l;a does not contain zero.

2.3.2 Interval-valued Fuzzy Numbers

In order to consider the fuzzy fault tree analysis based on level (A, p) interval-valued fuzzy
numbers, we provide following definitions:

A-Triangular Fuzzy Number: A fuzzy number A= (a, b, c) is called the level A-triangular
fuzzy number if its membership function is

(z—a)
/\Eba),) a<xr<b
c—=x
ilx) = A b<zx<
MA() (c—b)’ <z<ec¢
0, otherwise

where 0 < a < b < ¢, 0 < A < 1 and the level A-triangular fuzzy number denoted by
A= (a,b,c; ).

Note: The level A-triangular fuzzy number is known as triangular fuzzy number when A = 1
and denoted by A = (a, b, c).

Interval: An interval [/ in R has two components [[;,[r] and defined as
I = {zx € R | I < 2 < Ig}. Mean of [ are denoted by m(/) and defined as
m(I) = (I, + Ig). Also half width of I are denoted by w(I) and defined as
w(l) = %(I r — I). Clearly a-cut of a fuzzy number with continuous membership function
can be treated as an interval.
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Interval-valued Fuzzy Set: An interval-valued fuzzy set A is denoted by A= [;17‘, A/U] and
defined as

A={(@ @), pze(@)}, Ve

where 0 < iz, () < pgo(2) < 1and pigz. (2), pio(x) € [0,1].
Let AL = (a,b,c; \), AU = (e, b, h; p), then the interval-valued fuzzy set is expressed as

A =[(a,b,c;\), (e,b, 7 p)]

where0<)\§p§1ande<g<b<c<h.

The interval-valued fuzzy set A indicates that, when the membership grade of X belongs to
the interval [AL, AY], where A% (x) is the smallest grade and AL (z) is the largest grade.

Let AL = (a,b,c; \) and AV = (e, b, h: p), then

(z—a T—e
)\Eb_a)),) a<x<b )\%};6))7) a<x<b
c—x -
i \&r) = A b<z< Llxr) = A b<x<h
IuAL() (c—b)’ <x<c /”LAL() (h—b)’ <x <
0, otherwise 0, otherwise
where a < b < c. where e < b < h.

Arithmetic Operations of Interval-valued Fuzzy Numbers: Assume that there are two
level A & p-triangular fuzzy numbers are respectively A = (a,b,¢; \) and B = (p,q,7;p),
where where 0 < A < 1,0 < p < landa < b < ¢, p < q < r. Let
A= [AL AU] [(a1,b1,c13 M), (az, by, co; p)] and B= [BL BU] = [(p1,q1,71; ), (D2, q1, 723 p)]
Then arithmetic operations between the level A and B fuzzy numbers, we can get the
following: o B o B

(i) Interval-valued fuzzy numbers Addition ©: A ® B = [A" @ B", AV @ BY]

(ii) Interval-valued fuzzy numbers Subtraction &: A & B = [AL BL AV o BU]

(iii) Interval-valued fuzzy numbers Multiplication ®: A ® B = [AL ® BL AU @ BY]

_ _ ~ [(Kay, Kby, Kep; N), (Kag, Kby, Keo; p)], K >0
(iv) KA = [KA", KAY] = { [(Kci, Kby, Kag; A), (Keg, Kby, Kag; p)], K <0
[(0,0,0; ), (0,0,0; p)], K =0,

2.3.3 Possibility / Necessity / Credibility Measurements

Degree of uncertainty: This interpretation was proposed by Zadeh [240] when he introduced
the possibility theory and developed his theory of approximate reasoning (Zadeh [240]).
pr(u) is then the degree of possibility that a parameter = has value u, given that all that is
known about it, is that = is F'. Then the values encompasses by the support of the membership
functions are mutually exclusive, and the membership degrees rank these values in terms of
their respective plausibility. Set functions called possibility and necessity measures can be
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derived so as to rank-order events in terms of unsurprising-ness and acceptance respectively.

Possibility Measure: Let R represents the set of real numbers and A and B be two fuzzy
numbers with membership functions p; and ppz respectively. Then taking degree of
uncertainty as the semantics of fuzzy number, according to Zadeh [240], Dubois and
Prade [62], Liu and Iwamura [140]:

Pos (A x B) = sup{min(p3(z), p5(y)), 2,y € R,z x y} 22)

where the abbreviation Pos represent possibility and  is any one of the relations >, <, =, <, >.
Analogously if B is a crisp number, say b, then

Pos (A b) = sup{p ;(z),z € R,z % b} (2.3)
Necessity Measure: Necessity measure of an event Ax B is a dual of possibility measure. The

grade of necessity of an event is the grade of impossibility of the opposite event and is defined
as:

Nes (A% B) =1 — Pos (A x B) (2.4)

where the abbreviation Nes represents necessity measure and A % B represents complement
of the event A x B.

Lemma 2.1. For two triangular fuzzy numbers (TFN) a = (aq, as, as) and b = (b1, by, bs3)

P0s(d25)>eiﬁ‘ln“3;bl>e(a2<b2, az > by).

—bi1+az—asz

Proof. Let us consider, Pos(a > b) > .

If @ = (a1, az,as) and b = (by, by, bs) be two TENs then

i (%), 14, ()

|
i
1
3
|

i b oamoby m I

Figure 2.8: Measures of the event (a > 13)
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1, fOI'CL2 Z b2
Pos (Zl Z B) = €2 = %, foralg < bQ, as > b1
0, fOf&g < b1
Hence, Pos (& > b) > eiff {, = m > €, (ag < by, az > by), which is depicted in
Figure 2.8. [

Note: Pos (a > b) > €iff ¢ = £25- > ¢, (b <a <by).

Therefore, it is clear that the event —oo < b < a; is not acceptable ( impossible event ) with
respect to the fuzzy event a < b as a < bimplies the value of b > least value of a. On the other
hand the event b > a5 is certain case of the fuzzy event a < b. Hence we consider the case

ay < b < ay, which gives Pos (@ < b) = 2=%_ Therefore, Pos(a < b) > ¢ = b_aall > €

az—ai "’ az—

Lemma 2.2. For two triangular fuzzy numbers (TFN) @ = (a1, as, az) and b = (by, ba, b3)

Nes (@ > b) > niff —2=9— < 1 —17 (ay > by, bg > ay).

az2—a1+bz—bo

Proof. Let, we have Nes (a > l~)) > .

From Lemma 2.1, it is clear that

1, fOI'CLQ < bg
Pos (& < Z)) = C = (12_21_%, fOI'CLg > bg, bg > aq (25)
0, fOI'CLl Z b3
Hence, Nes (@ > b) > n = (1-Pos(a < b)) > n
Therefore, Nes (@ > b) > niff ( = 84— < 1 —p, (ay > by, by > a1), which is
depicted in Figure 2.9. ]

1 p, (2) A o )

e

0 1 a) as ha bz az

Figure 2.9: Measures of Necessity of the event (a < l;)
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Note: Nes (b < @) > niff 229 < 1 -5 (a1 <b < ay).

Properties of Possibility and Necessity Measures: The possibility and necessity measures
have the following properties

i) Min(Nes(a * b ), Nes(a * b))=0.

ii) Pos(a * b) > Nes(a * b).

iii) Nes(a * b) > 0 = Pos (d * b)=1.

iv) Pos(a * Z~)) < 1 = Nes(a  b)=0.

If the attitude of the DM is toward optimistic, equation (2.3) is the measure of best case and
in pessimistic sense equation (2.4) gives the measure of worst case of that event.

Credibility Measure: The credibility measure of a fuzzy event A is defined by
. 1 _ . ~
Cr(A) = 3 [ Pos(A) + Nec(A)] for anyA € 2% (2.6)

Properties of credibility measure: The credibility measures have the following properties

i) Cr(¢) =0and Cr(R) = 1,

ii) Cr(A) < Cr(B) whenever A, B € 2% and A C B

iii) Cr(A) = 1 — Cr(A°) for any A € 2%,

Thus, Cr is also a fuzzy measure defined on (%, 2%). Here, based on the credibility measure
the following form can be defined as

Cr(A) = [pPos(A) + (1 — p)Nec(A) | (2.7)

for any A € 2% and 0 < p < 1. It also satisfies the above conditions.

POSSIBILITY

+ NECEZEITY
CREDIBILITY

& E s

Figure 2.10: Weighted fill rate of possibility, necessity and credibility

Let A = (ai,az,as)) is a triangular fuzzy number and r is a crisp number. Using Liu and
Liu [142], we define possibility measure and necessity measure as following.

L, r < ap 1, r<a
- as —r . ag — 71
Pos(A>r) = E , az <r<ag Nec(A>r) = 2 ay <r < ay
az — a2 as — ap
07 T>a3 O, T‘>CL2
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Using equation (2.7), the credibility measure for TFN can be defined as

(1, r<a
— pa 1—p)r
N p1—< p)7<l1§7“§a2
Cr(A>r)= pa s _(117’) a2 — (2.8)
B= as <1 < az
az — a2
\ 07 TZCL?)
( 07 Tgal
r—ap

. P 5 ST S
Cr(A<r)=¢ @274 (2.9)
a3 — paz — p)?: az < r < ag

a3 — aog
17 r Z a3

\

2.3.4 Expected Value of a Fuzzy Variable

Based on the credibility measure, Liu and Liu [142] presented the expected value operator of
a fuzzy variable as follows.

Expected Value of a Fuzzy Variable: Let X be a normalized fuzzy variable, the expected
value of the fuzzy variable X is defined by

00 0
/C’r (X >r)dr — / Cr(X <r)dr (2.10)
0 —00

Also, the expected value operation has been proved to be linear for bounded fuzzy variables,
i.e., for any two bounded fuzzy variables X and Y, we have E[aX + bY | = aE[X] + bE[Y]
for any real numbers a and b.

Lemma 2.3. The expected value of triangular fuzzy variable A = (a1, as, as) is defined as

1
5[(1 — p)ar + a + pas] 2.11)

E[A] =
Proof. Using (2.8) and (2.9), from the definition of expected value of fuzzy variable A (equa-
tion 2.10) is defined as follows,

E(A) = TCT(A > r)dr — f Cr(A < r)dr

= [Cr(A>r)dr+ [Cr(A>7r)dr+ [Cr(A>r)dr+0
0 ai az
N g' drt &{[ aaZQ__fjlal1 5112 pa1 d?“ + f a:a?:u a3p—ra2 ]d?"
= 3lai(1 = p) + az + pas] O
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2.3.5 Fuzzy Extension Principle

Fuzzy Extension Principle: If A, B € R and C' = f(A, B) where f : £ x ® — R be a binary
operation then according to fuzzy extension principle (Zadeh [240], Dubois and Prade [61]),
membership function y5 of C'is given by

pia(2) = sup {min (1 5(7), pp(y)), 7,y € N, andz = f(z,y),Vz € N} (2.12)

forany A € 2% and 0 < p < 1, where p is the degree of pessimism. It also satisfies the above
conditions.

Zadeh’s Extension Principle: One of the basic concepts of fuzzy set theory which is used to
generalize crisp mathematical concepts to fuzzy sets is the extension principle. Let X and Y
be two universes and f: X — Y be a crisp function. The extension principle tells us how to
induce a mapping f : P(X) — P(Y), where P(X) and P(Y) are the power sets of X and Y
respectively. Following Zadeh [240], we define the fuzzy extension principle as follows:

We have the mapping f: X — Y, y = f(x) which induce a function f : A —5 B such that B
=f(A={((y, n3))ly = f(x),r € X)}, where
sup pa(z) if f7Hy) # @,
pply) =4 €[y

0 otherwise

Centroid of the Fuzzy Number: The centroid value of a fuzzy function ¢5; is given by

oo vte - (y) dy
oo e (y) dy

Clog) =

For a triangular fuzzy number (TFN) A = (a — A1,a,a + As), where 0 < A; < a and

0 < Ag; Ay, Ay are determined by the decision makers. Then the centroid value, C[A] =
a+ %(Al + Ag)

2.3.6 Fuzzy Differential Equation and Integration

Seikkla Derivative: The derivative of X (t) followed by Seikkla, written SDX (¢), was
defined in Seikkla [192]. This definition was as follows: if [ X (¢, ), X}(t, )] are the a-cuts
of a fuzzy number for each ¢ € I, then SDX (t) exists and SDX (¢)[ X (¢, ), X5(¢, a)].

Fuzzy Differential Equation: Chalco-Cano and Roman-Flores [19] Consider the fuzzy
differential equation

X'(t) = g(t, X (1)), X(0) = X, (2.13)
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where f : [0,7] x F(U) — F(R") is obtained by Zadeh’s extension principle (2.12) from
a continuous function ¢ : [0,7] x U — R™ where U € R". As g is continuous so ¢ is
continuous [180] and by equation (2.1) we have

[o(t, X)]* = g(t, [X]?)
where g(t, A) = {g(t,a)/a € A}.
Consider the deterministic differential equation (DDE), associated with FDE (2.13)

2 (t) = g(t,z(t)), z(0) =z (2.14)
where 2’(t) is the derivative (crisp) of a function z : [0, 7] — R".

Then according to Chalco-Cano and Roman-Flores [19], a fuzzy solution for equation (2.13)
can be derived from equation (2.14) as below

e Solve DDE (2.14) and let x(t, z) be its solution.

e Use Zadeh [240] extension principle (2.12), to x(t, zo) in relation to the parameter x, and
obtain the extension X (t) = z(t, )N(O), for each fixed ¢ , which is a fuzzy solution of problem
(2.13) provided the conditions of following theorem holds.

Theorem 2.1. [19] Let U be an open set in R" and Xo[«| C U. Suppose that g is continuous,
and that for each ¢ C U there exists a unique solution x(.,c) of the deterministic problem
(2.14) and that x(t, .) is continuous on U for each t € [0, T)] fixed. Then, there exists a unique
fuzzy solution X (t) = Z(t, Xo) of the FDE (2.13).

Proposition 2.5. [227] Let R be a set of all fuzzy numbers, R, be a set of all closed fuzzy
numbers and Ry, be a set of all bounded fuzzy numbers. We say that

(i) f(x) fuzzy-valued function if f - X — R;

(ii) f(z) closed-fuzzy-valued function if f : X — R,

(iii) f () bounded-fuzzy-valued function if f X = R,

The Fuzzy Riemann Integral: We discuss two kinds of fuzzy Riemann integrals [227]. One
is based on the crisp interval and the other one is considered on the fuzzy interval. We call
them as fuzzy Riemann integral of type-I and type-II, respectively.

The Fuzzy Riemann Integral of Type-I: Let f (x) be a closed- and bounded-fuzzy-valued

function on [a, b]. Suppose that f: fE(x) dx and fab fE(z) dx are Riemann-integrable on [a,
b] V. Let

A= [ 2 72 o, 7 120) ]
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Then we say that f (x) is a fuzzy Riemann-integrable on [a, b] with type-I, denoted as
f(z) € RR; on [a, b], and the membership function of f; f(z) dz is defined by, for rr € A,

. r)= sup ala (7).
gfabf(z)dx( ) Ogagl Aa( )

Proposition 2.6. Let f(z) be a closed- and bounded-fuzzy-valued function on [a, b]. If f(x) €

RR; on [a, b] then fuzzy Riemann-integral fab f (x) dz is closed fuzzy number. Furthermore,

the a—cut set off;7 f(x)dx is [f; f(x) de = [ff fEi(z) dx, fab fR(x)dx

Proposition 2.7. If f(z) be a closed- and bounded-fuzzy-valued function on [a, b] and fX(z)
and fI(x) are continuous on [a, b] Vo then [f flx ] f fE(x) de, fab IE(z) dx)

Proposition 2.8. [227] If f(x) and §(x) be a closed- and bounded-fuzzy-valued function on
[a, b] and f( ), §(x) € RRy on [a, b] then f( )@ g(x) € RRy on [a, b]. Moreover, we have

L@ @ g@)de = [ fx)de o [ §(z) du

The Fuzzy Riemann Integral of Type-II: In order to define the fuzzy Riemann integral of
type-II, we need to consider the “length” between aand bforb > a (b > @ means b = a and
bL > al for all o). Now (b @)k = b% — aF and (b © @)F = bF — a* (by Proposition 8.3).
We shall consider the interval [a%, bL] for the Tower bound case and the interval [al, b] for the

upper bound case. Then we have the following definition.

Proposition 2.9. [227] Let f (Z) be a bounded- and closed-fuzzy-valued function defined on
the closed fuzzy real number system (Rg/ ~)g and f(x) be induced by f ().
Suppose that b= a.

(i) If f(z) is non-negative and fX(z) and fF(z) are Riemann integrable on [af,b%] and
[aL, bE], respectively, for all « then we let

Oé’OZ

Jof TE@) e, [ fR() de|ifbE > of

Ao = bR )
0, [1f S5 de] ifb} < af

(i) If f(z) is non-positive and f”(z) and f%(z) are Riemann integrable on [a%,b], and

[aZt, bE] respectively, for all o then we let

S ) da, [l 18 dx] ifbL > af

A()é - bR
Sk S0 e ifbl < of
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Under the above conditions, we say that f (7) is fuzzy Riemann-integrable on the fuzzy
interval [a, b] with type-II, denoted as f(Z) € RR;; on [a, b], and the membership function of

J? f(#) di is defined by,

sup alga,(r), forr e Ag
0<a<1

$2 oy a™) =
Proposition 2.10. [227] (i) Let [a, b] and [c, d] be closed intervals. We say that [a,b] =
[e,d] if and only if a > c and b > d.
(ii) Let a and b be closed fuzzy numbers. We say that a > b if and only if G >int be, for all .
(iii) Let @ and b be two fuzzy numbers. We say that a is equal to b, denoted as @ = b if and only

if a, = b, for all .

Proposition 2.11. [227] Let a and b be two closed fuzzy numbers. Suppose that b = a. Then
we only have two cases.
(a) aaR > bé,Va € [0, 1]

(b) 3 € [0,1] such that a? > bt for 0 < a < ag and af < VL for 1 > a > ay.

2.3.7 Fuzzy-Rough Set

In this section, we discuss some basic concepts, theorems and lemmas on fuzzy rough theory
by Xu and Zhou [228].

Lower and Upper Approximation: In Xu and Zhou [228] proposed some definitions and
discussed some important properties of fuzzy rough variable. Let U be a universe, and X be a
set representing a concept. Then its lower and upper approximation is defined by

X={z€eU|R(x)C X} and X =J,.y R(z) respectively.

-1

./ \-. Actual set
I\ )} Lower approximation set

]

The universe — = Tl Upper approcimation set
e

L=

Figure 2.11: Rough Set

Rough Set: The collection of all sets having the same lower and upper approximations is
called a rough set, denoted by (X, X ).The figure of the rough set is depicted in Figure 2.11.

49



CHAPTER 2. BASIC CONCEPTS AND SOLUTION METHODOLOGIES

Example 2.4. Let £ focus on the continuous set in the one dimension real space R. There
are still some vague sets which cannot be directly fixed and need to be described by the rough
approximation. Let, set R be the universe, a similarity relation is defined as a = b if and only
if la — b| < 10. Let us defined for the set 20, 50), its lower approximation [20,50] = [30,40]
and its upper approximation m = [10, 60]. Then the upper and lower approximation of
the set [20,50] make up a rough set ([30,40], [10, 60]) which is the collection of all sets having

the same lower approximation [30, 40| and upper approximation [10,60].

Fuzzy Rough Variable: A fuzzy rough variable £ is a fuzzy variable with uncertain parameter
p € X, where X is approximated by (X, X) according to the similarity relation R, namely,
XCXCX.

For convenience, we usually denote p - (X, X )y expressing that p is in some set A which is
approximated by (X, X) according to the similarity relation R, namely, X C A C X.

Example 2.5. Let’s consider the LR fuzzy variable & with the following membership function,
( —
L(%) fp—a<z<p

pe(z) = ¢ 1 ifv=p

1(£%£> ifp<az<ptf

\

Where L(z) =1 —x and p + ([1,2],[0, 3]) then & is a fuzzy rough variable.

Theorem 2.2. If fuzzy rough variables ¢;; are defined as ¢;j(\) = (Cij1, Cij2, Cij3, Cija) With

Cijt E ([cijiz, Cijes]s [Cijury Cijea]), for @ = 1,2,...0m, 5 = 1,2,....,n, t = 1,2,3,4, = =
(T1, T2, .., ), 0 < i < Cijio < Cijes < Cijta
then E[clz], E[clx],... E[cLx] is respectively equivalent to
I A IR
G ; ; ; kT 16 ; ; ;cwkxj, g ]Z:; tz:; ;cnjthj.
Proof. The proof of the theorem is in reference Xu and Zhou [228]. OJ

Theorem 2.3. If fuzzy rough  variables  a,;, b.  defined as  follows,

ISIN

ri(A) = (@rj1, Grjo, Grjz, Qrja)  With Gy H ([arje2, arjes], [arjers Gpjeal ),
7‘(/\) = (Erla l_)r2757‘3yl_77”4) Wlth Ert l_ ([brt27 brjt?)]v [brtla brt4]>’ fOl" r == 1; 2, ey Ds
j = 1,2,...,7’L,t = 1a273747 0 S Arg1 S Arrg < Q3 S Arid, 0 § brtl S brt2 < brt3 S brt4~

S
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Then E[c:L;:';x] < E[b,],r = 1,2, ..., p is equivalent to

n 4 4 4
1 1
E Z Z Z QrjtkTj < 1_6 Z Z brtka r= 17 27 Ry
j=1 t=1 k=1 t=1 k=1
Proof. The proof of the theorem is in reference Xu and Zhou [228]. ]

Lemma 2.4. Assume that £ and 1 are the introduction of variables with finite expected values.

Then for any real numbers a and b, we have
Ela& + bn] = aE[¢] + bEn].

Proof. The proof of the Lemma is in reference Xu and Zhou [228]. O

Single-objective Fu Ro Model: Let us consider the following single-objective decision mak-
ing model with fuzzy rough coefficients

Maz {f(z,€)}
; gr(2,8) <0, 7r=1,2,...,p (2.15)
o reX

where x is a n-dimensional decision vector, & = (£, &2, &3, ..., &,) is a Fu-Ro vector, f(z,§) is
objective function. Because of the existence of Fu-Ro vector &, problem (3) is not
well-defined. That is, the meaning of maximizing f(x,{) is not clear and constraints
gr(x,€) < 0,7 =1,2,...,pdo not define a deterministic feasible set.

Equivalent Crisp model for Single Objective Problem with Fu Ro Parameters: For the
single-objective model with Fu-Ro parameters, we cannot deal with it directly, we should use
some tools to make it have mathematical meaning, we then can solve it. In this subsection,
we employ the expected value operator to transform the fuzzy rough model into Fu-Ro EVM
i.e., crisp model. Based on the definition of the expected value of fuzzy rough events f(x,¢),
gr(x,€) and Theorems 1, 2 the Fu-Ro EVM is proposed as follows,

Maz E[f(z,¢)]

{ Elg (x,8)] <0, r=1,2,...,p (2.16)
s.t
reX

where x is n-dimensional decision vector and £ is n-dimensional fuzzy rough variable.

2.4 Optimization Techniques

2.4.1 Fuzzy Programming Technique (FPT)

To solve a multi-objective programming problem by a Fuzzy Programming Technique(FPT),
the first step is to assign, for each objective fi(z), fa(x), f3(z), ....., fe(z), (k > 2), two values
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U; and L; which are upper and lower bounds of the j-th objective for j=1, 2, ....., k. Here, L; =
aspired level of achievement, U; = higher acceptable level of achievement for minimization
and L; = higher acceptable level of achievement, U; = aspired level of achievement for
maximization. The steps of the fuzzy programming technique are as follows:

Step-1:

Step-2:

Step-3:

Step-4:

Solve the multi-objective programming problem as a single objective problem using,
only one objective at a time and ignoring the other.

From the results of step-1, determine the corresponding values for every objective at
each solution derived. According to each solution and value for every objective, pay off
matrix can be formulated as follows:

fi@h) fola') o fa(zh)
f?) f5@?) . fiu(@?)
Al ) o fi()

where 2!, 22, ..., 2* are the ideal solution of the objectives fi(z), fo(z), f3(x), .....

fr () respectively.

From the step-2, find the desired goal L; and worst tolerable value U; of f;(x), j=1, 2,
...., k as follows:

U; = max(f(z"), f;(2%), ., f;(@970), f7(29), fi(zV*Y), ., fi(="))
Lj = mm(fj( .<x(j71))7 f;(ajj)a fj(x(jJrl))? ) f](‘rk»

)
L
SH

8
[\&)
:_/
)

Let, Ty, = U; — L; be the tolerances for the fuzzy constraints.

The membership functions (MFs) of these objectives may be linear and/ or non-linear.
Suppose, 11;(fj(x)) be the membership function corresponding to the j-th (j=1, 2, ...., k)
objective function of fi(x), fa(z), f3(x), ..., fe(x). Using Zimmermann [245]
method, the multi-objective programming problem reduces to the following nonlinear
single objective problem

Max A
such that

,u'](f](x)) > )\7 (] = 1727""k)
¢o(2) < by, (r=1,2,...,m)

and x = ($1,[E2, ....,ZBn)T
where \ € [0, 1].
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2.4.2 Generalized Reduced Gradient (G R() Technique

The G RG technique is a method for solving SON L P problems for handling equality as well
as inequality constraints. Consider the SON L P problem as

Find r = (11,29, ..20,)7 )
which maximizes f(x)
subject to reX
g](x) S07 j: 1727 ""7m (2.17)
where X =< x: h.(z)=0, r=1,2,....,p
x; >0, 1=1,2,....n )
By adding a non-negative slack variable s; (> 0), 7 = 1,2,...,m to each of the above
inequality constraints, the problem (2.17) can be stated as
Maximize f(x) )
subject to reX
r = (21,29, ..2,)"
gi(x)+s;,=0, j=1,2,..,.m (2.18)
where X =< z: h(x)=0, r=1,2,....,p
x; >0 1=1,2,..n
s; > 0, =12 ..m )
where the lower and upper bounds on the slack variables, s;, j = 1,2,....,m are taken as a

zero and a large number (infinity) respectively.
Denoting s; by z;,, gj(z) + s; by &;, hy(x) by &+, the above problem can be rewritten as,

Maximize f(z)
subject to reX

r = (21,22, .. Tpym)? (2.19)
where X =< z: &(z) =0, j=1,2,.m+p

z; >0 1=1,2,.n+m

This GRG technique is based on the idea of elimination of variables using the equality
constraints. Theoretically, (m -+ p) variables (dependent variables) can be expressed in terms
of remaining (n — p) variables (independent variables). Thus one can divide the (n 4+ m)
decision variables arbitrarily into two sets as

z=(y,2)"

where, y is (n — p) design or independent variables and z is (m + p) state or dependent
variables and

(Y1, Y2, ""7ynfp)T

2 o= (21,22 s Zmap)
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Here, the decision variables are completely independent and the state variables are dependent
on the design variables used to satisfy the constraints {;j(z) = 0, (j = 1,2,...,m + p).
Consider the first variations of the objective and constraint functions as follows:

npaf m+p

df(z) = d + Z =VIfdy+V!fdz (2.20)
i=1
aé_ m-—+p 5
dé;(z) = Z Jd +28”d
or d§ = C dy + Ddz (2.21)
af o f af
T _
where Vy f = ( oo 83/2 s 6yn_p>
af of of
T — _
and V,f = (821’ 9oy’ 3Zm+p>
3 o 3 o6 ]
Gy, Tons Doy Do
06, 0% o6, 0%
c=|ay, Tons , D= |35 " Doy 7
agm-’-ﬂ a&-&-m agm-i—p 8£m+17
dy Iy | _ oz, T Ty
dy = (dyb dy27 [ERES) dyn—p)T
and dz = (dz1,dza, ..., dzpmiy)”

Assuming that the constraints are originally satisfied at the vector x (£(z) = 0), any change
in the vector dx must correspond to d¢ = 0 to maintain feasibility at « + dz. Thus, equation
(2.21) can be solved as
Cdy+ Ddz =0
or dz=—-D"'Cdy (2.22)

The change in the objective function due to the change in x is given by the equation (2.21),
which can be expressed, using equation (2.22) as

df(z) = (V,f—VIfD7'C)dy

IR (2.23)
dy
where G = V,f-VIfD™'C (2.24)
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is called the generalized reduced gradient. Geometrically, the reduced gradient can be
described as a projection of the original n—dimensional gradient into the (n — m)
dimensional feasible region described by the design variables.

A necessary condition for the existence of minimum of an unconstrained function is that the
components of the gradient vanish. Similarly, a constrained function assumes its minimum
value when the appropriate components of the reduced gradient are zero. In fact, the reduced
gradient G can be used to generate a search direction S' to reduce the value of the constrained
objective function. Similarly, to the gradient V f that can be used to generate a search direction
S for an unconstrained function. A suitable step length A is to be chosen to minimize the value
of f(x) along the search direction. For any specific value of A, the dependent variable vector
z is updated using equation (2.22). Noting that equation (2.21) is based on using a linear
approximation to the original non-linear problem, so the constraints may not be exactly equal
to zero at \, i.e., d§ # 0. Hence, when y is held fixed, in order to have

&i(x) +déj(z) =0, j=1,2,...,m+p (2.25)
following must be satisfied.
£(z) + dé(z) =0 (2.26)
Using equation (2.21) for d¢ in equation (2.26), following is obtained
dz = D71 (=&(x) — Ody) (2.27)
The value dz given by equation (2.27) is used to update the value of z as
Zupdate = Zeurrent + Az (2.28)

The constraints evaluated at the updated vector x, and the procedure of finding dz using equa-
tion (2.28) is repeated until dz is sufficiently small.

2.4.3 Single Objective Genetic Algorithm (G A)

There are several non-analytic methods for solving combination decision making problem
like, neural network, simulation algorithm (cf. Kumar et. al. [125], Chan et al. [21]). Use of
GA 1n complex decision making problem is already well established (cf. Mickelwicz [150],
Roy et al. [182], Chan et al. [20]). GAs are inspired by evolutionary biology. Mainly,
because of the global searching ability and converging criteria, GAs are widely used in
many areas. It consists of a population of artificial agents mimicking the animals’ behavior
in the real world. Each agent follows some simple rules and interacts with the others to share
information to lead the behavior to convergence.

It has unique characteristics compared to other meta-heuristic methods. The following

55



CHAPTER 2. BASIC CONCEPTS AND SOLUTION METHODOLOGIES

advantages have been added in the revised paper (Goldberge [75]).

e GA works with the coding of the parameters, not the parameters themselves.

e It is a population-based solution, not based on a single point.

e Good for noisy environments.

e It uses probabilistic transition rules, not deterministic rules.

o It trades-off between exploration and exploitation.

e Inherently parallel, easily distributed for all variables.

e [t is capable of working with any kinds of the objective functions and constraints in linear
and/or non-linear forms within any solution space (discrete or continuous).

General structure of the GA for the optimization problem with out and with constrains are
presented below:

Algorithm 2.1. . Set iteration counter T' = .

2. Initialize probability of crossover p. and probability of mutation p,,,.

3. Initialize P(T).

4. Evaluate P(T).

5. Repeat
a. Select N solutions from P(T), for mating pool using Roulette-wheel selection

process. Let this set be P(T)?.

b. Select solutions from P(T)", for crossover depending on p., .
c. Made crossover on selected solutions for crossover to get population P(T)>.
d. Select solutions from P(T)?, for mutation depending on p,,.
e. Made mutation on selected solutions for mutation to get population P(T + 1).
f T+ T+1.

g. Evaluate P(T).

6. Until(Termination condition does not hold).
7. Output: Fittest solution (chromosome) of P(T).

Constraints Handling in GA

The main idea of handling constraints is to design chromosomes carefully by genetic
operators to keep all these within the feasible solution set. To ensure that the chromosomes
(solutions) are feasible, we have to check all new chromosomes () generated by genetic

56



2.4. OPTIMIZATION TECHNIQUES

operators. We suggest that a function is designed for each target optimization problem, the
output value 1 means that the chromosome is feasible, 0 for infeasible. The algorithm for
finding the feasibility of an individual (solution) (z) for the optimization problem is as
follows:
forj =1toldo
if(g;(z) < 0)
continue;
else
return O;
endif
endfor
for k = 1tomdo
if(hi () = 0)
continue;
else
return 0;
endif
endfor
return 1
The above genetic algorithm can be depicted pictorially by the following flowchart. The same

Roulette
o > selection of
parents
v
Generate initial Crossaver to
population prgduce
children
Calculate Mutation of
fitness of children
individuals
Calculate
fitness of
children
New
generation by
“Elitism”

Figure 2.12: Flowchart of GA

phenomenon is followed to create a genetic algorithm for an optimization problem. Here, the
potential solutions of a problem are analogous with the chromosomes and chromosome of
better offspring with the better solution of the problem. Crossover and mutation happen
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among a set of potential solutions to get a new set of solutions and it continues until
terminating conditions are encountered. A GA for a particular problem must have the
following six components.

(a) A genetic representation for potential solutions (chromosomes) to the problem.
(b) A way to create an initial population of potential solutions(chromosomes).
(c) A way to evaluate fitness of each solution.

(d) An evolution function that plays the role of environment, rating solutions in term of their
fitness, i.e., selection process for mating pool.

(e) Genetic operators such as crossover and mutation that alter the composition of children.

(f) Values of different parameters such as population size, probability of crossover,
probability of mutation etc that the genetic algorithm uses.

The above GA components are described elaborately in the followings.

Procedures for Different GA Components:

(a) Chromosome Representation: The concept of chromosome is normally used in the GA
to stand for a feasible solution to the problem. A chromosome has the form of a string of
genes that can take on some value from a specified search space. The representation of
chromosome depends on properties and requirements of a problem. Normally, there are two
types of chromosome representation such as (i) the binary vector representation based on bits
and (ii) the real number representation. In this research work, the real number representation

scheme has been used. Here, a ‘/ dimensional real vector’, X=(x1, X, .... Xg) is used to
represent a solution, where x;, Xs, ... Xy represent different decision variables of the
problem.

(b) Initialization: A set of solutions (chromosomes) is called a population. /N such solutions
X1, X9, X3, ... Xy are randomly generated from search space by random number generator
such that each X satisfies the constraints of the problem. This solution set and it is taken as
initial population and is the starting point for a GA to evolve to desired solutions. At this
step, probability of crossover p. and probability of mutation p,, are also initialized. These
two parameters are used to select chromosomes from the mating pool for genetic operations
such as crossover and mutation respectively.

(c) Constraint Checking: For constrained optimization problems, at the time of generation
of each individuals X; of P(1), constraints are checked using a separate subfunction
check_constraint(X;), which returns 1 if X; satisfies the constraints, otherwise it returns 0. If
check_constraint(X;)=1, X; is included in P(1) otherwise X; is again generated and it
continues until constraints are satisfied.
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(d) Fitness Value: All chromosomes in the population are evaluated using a fitness function.
This fitness value is a measure of whether the chromosome is suited for the environment
under consideration. Chromosomes with higher fitness will receive larger probabilities of
inheritance in subsequent generations, while chromosomes with low fitness will more likely
be eliminated. The selection of a good and accurate fitness function is thus a key to the
success of solving any problem quickly. In this thesis, value of a objective function due to the
solution X, is taken as fitness of X;. Let it be f(X;).

(e) Selection Process to Create Mating Pool: Selection in the GA is a scheme used to select
some solutions from the population for mating pool. From this mating pool, the pairs of
individuals in the current generation are selected as parents to reproduce offspring. There
are several selection schemes, such as roulette wheel selection, ranking selection, stochastic
universal sampling selection, local selection, truncation selection, tournament selection, etc.
Here, the Roulette wheel selection process has been used in different cases. This process
consists of the following steps:

N
(i) Find total fitness of the population F' = > f(X;)

i=1
(i1) Calculate the probability of selection pr; of each solution X; by the formula pr;=f(X;)/F'.

(i11) Calculate the cumulative probability ¢r; for each solution X; by the formula

qr; = Z prj
§=0

(iv) Generate a random number ‘r’ from the range [0,1].

(v) If r < gry, then select X otherwise select X; (2 <17 < N) where qr;_; < r < qr;.

(vi) Repeat step (iv) and (v) IV times to select /V solutions from current population. Clearly
one solution may be selected more than once.

(vii) Let us denote this selected solution set by P(T)).

(f) Crossover: The crossover is a key operator in the G A and it is used to exchange the main
characteristics of parent individuals and pass them on the children. It consists of the following
two steps:

(i) Selection for crossover: For each solution of P'(T'), generate a random number 7 from
the range [0,1]. If » < p. then the solution is taken for crossover, where p,. is the
probability of crossover.

(i) Crossover process: Crossover is performed on the selected solutions. For each pair of
coupled solutions Y; and Y5, a random number ¢ is generated from the range [0, 1]. Then
Y1, Ys are replaced by their offsprings Y7, and Y5, respectively where,

Y11:CK+(1—C>§/2
Yo =cYo + (1 - )V

provided that Y7, Y5; satisfy the constraints of the problem.

59



CHAPTER 2. BASIC CONCEPTS AND SOLUTION METHODOLOGIES

(g) Mutation: The mutation operation is needed after the crossover operation to maintain the
population diversity and recover the possible loss of some good characteristics. It also consists
of the following two steps:

(i) Selection for mutation: For each solution of P!(T'), generate a random number r from
the range [0,1]. If » < p,,, then the solution is taken for mutation, where p,, is the
probability of mutation.

(ii) Mutation process: To mutate a solution X = (x1, zo, ..., xx) select a random integer &
in the range [1, K. Then replace x¢ by randomly generated value within the boundary
of ¢ component of X

(h) Selection of Offsprings: Maximum population growth in a generation is assumed as forty
percent. So, not all offsprings belong to the parent set for next generation. At first, offspring
set is arranged in descending order in fitness. Then better solutions are selected and entered
into parent set such that the population size does not exceeds Maxsize.
(i) Termination Condition: Algorithm terminates when difference between maximum fitness
(Max fit) of chromosome, (i.e., fitness of the best solution of the population) and average
fitness (Awvgfit) of the population becomes negligible. In other words when fitness of all
chromosomes in P(t) are almost equal. If the algorithm does not terminates (converge) under
above condition then to exit from infinite loop the algorithm will terminate after Maxgen
iterations.
(j) Implementation: With the above function and values the algorithm is implemented using
C-programming language in a personal computer consist of Intel 3.07 GHZ processor, 448
MB RAM and Microsoft Windows XP operating system.
(k) Convergency of the GA: The convergence of GA is very important. Following, Goldberg
[75] the convergence of the method is predict the proportion of optimal population p() in the
total population as a function of the number of generations ¢ and the population mean fitness
at generation t is given by f(t) = np(t) and the variance o%(t) = np(t)(1 — p(t)), here
n = pop_size.
The increment in population mean fitness can be computed as:
sy Fpy )
t - t) = =——
fe) =70 == 5

At the time of optimizing bit counting function f(¢ 4+ 1) = f(*), so the increment of the

population average fitness becomes f(t + 1) — f(t) = %

Therefore increase of the proportion of the population becomes
np(t)(1 — p(t))
np(t)
Approximating the difference equation with the corresponding differential equation we

obtain a simple convergence model expressing the proportion p(t) in function of the number
of generations ¢

n(p(t +1) —p(t)) =

dp(t) 1= p(t)
dt n
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The above differential equation leads to a convergent solution

p(t) =1—(1—p(0))e "/

To calculate the convergence speed we compute the number of population n it takes to let the
proportion p(t) come arbitrarily close to 1 or 1 — €.

we may also compute the generation at which the global optimum is expected to be found with
a given probability. The probability that at least one of the strings in the population consists of
all ones is given by Prob(opt) = 1 — [1 — p'(t)]™ , where [ =no of generations.

The convergency rate of the proportion p(t) for different no generation ¢ yields the following
graph for three different popsize:
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Figure 2.13: Proportion vs no of generation

2.4.4 Genetic Algorithm with Varying Population (GAVP)

Behaviour and performance of a GA is directly affected by the interaction between the
parameters, i.e., selection process of chromosomes for mating pool, p., p., etc. In this
Genetic Algorithm with Varying Population (GAVP) ( cf. Last and Eyal [127] ), a subset of
better children is included with the parent population for next generation and maximum size
of this subset is a percentage of the size of its parent set. To control memory overflow at the
run time of the GAVP, an upper limit of population size is imposed (Maxsize). In most of the
GA, movement from old population to new population takes place only when average fitness
of new population is better than the old one and proved the asymptotic convergence of the
algorithm by Banach fixed point theorem. In this GA with varying population size,
chromosomes are classified into young, middle-age, and old according to their age and
lifetime. Following comparison of fuzzy numbers using possibility theory (cf. Dubois &
Prade, [61]), crossover probability is measured as a function of parents’ age interval (a fuzzy
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rule base on parents’ age limit is also used for this purpose). In this GAVP, a subset of better
children is included with the parent population for next generation and maximum size of this
subset is a percentage of the size of its parent set following entropy measure.

GAVP Procedures:

The GAVP procedure content the following additional and modified components:

o Diversity Preservation: At the time of generation of P(1) diversity is maintained using
entropy originating from information theory. Following steps are used for this purpose.

(1) Probability, pr;i, that the value of the i-th gene (variable) of the j-th chromosome
is different from the i-th gene of the k-th chromosome is calculated by using the
formula

|2ji — Tl

I T e .

Prak By — Ba’

where [B;;, B;,] is the variation domain of the i-th gene.

(ii) Entropy of the i-th gene, F;(M),i =1,2,---  nis calculated using the formula

M-1 M
E;(M) = Z Z —prjg Inprjy,
j=1 k=j+1
where M is the size of the current population.

(iii) Average entropy of the current population is calculated by the formula
BM) = L« iE(M)
N n =1 z .

(iv) Incorporating the above three steps a separate sub-function check_diversity(.X;) is
developed.

Every time a new chromosome X, is generated, the entropy between this one and
previously generated individuals is calculated. If this information quantity is higher
than a threshold, Er, fixed at the beginning, X; is included in the population otherwise
X, 1s again generated until diversity exceeds the threshold, £7. This method induces a
good distribution of initial population.

e Determination of fitness and lifetime: Value of the objective function due to the
solution X, is taken as fitness of X;. Let it be Z(X;). At the time of initialization age
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of each solution is set to zero. Following Michalewicz [150], at the time of birth
life-time of X; is computed by using the following formula:

K(Z(X;) — Minfit)

Minlt
it Avgfit — Minfit ’
Minlt + Mazlt K(Z(X;)— Avgfit)

2 Max fit — Avgfit ’

if Avgfit > Z(X;)
lifetime(.X;) =
otherwise

where Maxlt and Minlt refers to maximum and minimum allowed lifetime of a
chromosome, K = (Maxlt — Minlt)/2. Maxfit, Avgfit, Min fit represent the best,
average and worst fitness of the current population. According to the age, a
chromosome can belong to any one of age intervals - young, middle-aged or old.

Crossover: Crossover process consists of two major sub-processes which are discussed
below. For GAVP procedure the probability of crossover is based on the fuzzy rule as
presented in the following Table 2.2.

Table 2.2: Fuzzy rule base for crossover probability

Parent 1
P t2
aren Young | Middle-aged | Old
Young Low Medium Low

Middle-aged | Medium High Medium
Old Low Medium Low

Reduction process of p,,: Let p,,(0) is the initial value of p,,. The probability of
mutation in 7-th  generation p,,(7) is calculated by the formula
Pm(T) = pm(0)exp(—T/ay), where o is calculated so that the final value of p,, is
small enough (1072 in our case). So cvl:Maxgen/log[p{g@], where Maxgen is the

expected number of generations that the GAVP can run for convergence.

The other components remain unchanged for the GAVP procedure.

2.4.5 Fuzzy Simulation Based Genetic Algorithm (FSGA)

To get the optimal solution of a single objective imprecise model, a fuzzy simulation based
genetic algorithm (FSGA) has been used in this thesis. It contains two different simulation
algorithms, one of them based on the possibility/necessity/credibility measures to satisfy the
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fuzzy constraints. First Algorithm is similar as Algorithm 2.1 and second Algorithm is
described below.

Algorithm 2.2. Algorithm to determine a feasible set of solutions for the maximized 7
obtained from the maximization of f(X).

We know that Nes(f(x) < Z) > = Pos(f(x) > Z) < 1 — p. Now roughly find a point R,
from fuzzy number R, which approximately minimizes f (x). Let this value be z, (for
simplicity one can take zy = 0 also) and € be a positive number. Set 7/ = zy — € and if
Pos(f(z) > Z) < 1 — u then increase Z with . Again check Pos(f(x) < Z) > u and
credibility condition Cr(f(z) < Z) > = %{Pos(f(x) < Z) 4 Nes(f(z) < Z)} > . At
this stage decrease value of € and again try to improve Z. When € becomes sufficiently small
then we stop and final value of Z is taken as the value of Z. Using this criterion, required
algorithm is developed as below. In the algorithm the variable Fy is used to store initial
assumed value of Z and F' is used to store value of Z in each iteration. As like the objective
function f (x), the imprecise constraint is also converted to a deterministic constant by same

manner and then use the following steps:

1. SetZ =zy— ¢, F = zy — ¢, tol = 0.0001.

2. Generate Ry uniformly from the 1 — o cut set of fuzzy number R.
3. Set zy = value of f(z) for R = R,.

4. If 20 < Z.

5. then go to step 11.

6. End If

7. Repeat step-2 to step-6 for N times.

8. Set F = Z.

9. Set Z =7 + e

10. Go to step-2.

11. If (Z = Fy)// In this case optimum value of Z < zy — €.
12. Set 7/ =Fy—¢, F=F —¢ Fy=F, — ¢
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13. Go to step-2.
14. End If
15. If (e < tol)

16. go to step-21

17. End If
18. ¢ =€/10
19. 7 =F +¢€

20. Go to step-2.
21. Output F.
22. End algorithm.

So for a feasible value of decision variables, we determine Z using the above algorithms
and to optimize Z we use GA. When such a fuzzy simulation algorithm is used to determine Z
in the algorithm, this GA is named as fuzzy simulation based genetic algorithm (FSGA). This
is used to determine fuzzy objective function values.

2.4.6 Multi-Objective Genetic Algorithm (MOGA)

Multi-objective problem is solved with the Multi-objective Genetic Algorithm (MOGA)
developed for this purpose. The MOGA is illustrated as follows.

We assume that there are M objective functions. In order to cover both minimization and
maximization of objective functions, we use the operator between two solutions and as to
denote that solution is better than solution on a particular objective. Similarly, for a particular
objective implies that solution is worse than solution on this objective. For example, if an
objective function is to be minimized, the operator would mean the < operator, whereas if the
objective function is to be maximized, the operator would mean the > operator. The
following definition covers mixed problems with minimization of some objective functions
and maximization of the rest of them.

Dominating Criteria: A solution X; is said to dominate the other solution X,, if the
following both conditions (i) and (ii) are true: (i) The solution X; is no worse than X5 in all
objectives, or for all j = 1,2, ..., M. (ii) The solution X} is strictly better than X5 in at least
one objective, or for at least one 7 = 1,2, .., M. If any of the above condition is violated, the
solutions X; does not dominate the solution X5. If X; dominates the solution X5, it is also
customary to write any of the following:

1) X5 is dominated by X, i1) X; non-dominated by X5, ii1) X; is non-inferior to Xs.

It is intuitive that if a solution X; dominates another solution X5, the solution X is better
than X, in the parlance of multi-objective optimization. Since the concept of domination
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allows a way to compare solutions with multiple objectives, most multi-objective
optimization methods use this domination concept to search for non-dominated solution.

Crowding Distance: Crowding distance of a solution is measured using the following rule.

Step-1: Sort the population set according to every objective function values in ascending order
of magnitude.

Step-2: For each objective function, the boundary solutions are assigned an infinite distance
value. All other intermediate solutions are assigned a distance value equal to the absolute
normalized difference in the function values of two adjacent solutions. This calculation
is continued with other objective functions.

Step-3: The overall crowding distance value is calculated as the sum of the individual distance
values corresponding to each objective.

Each objective function is normalized before calculating the crowding distance. Following
algorithm is used for this purpose.

set k = number of solutions in F'

for each k

{
}

for each m
{
sort F', in ascending order of magnitude of m-th objective
set F'[1]gistance = F'[M]distance = M where M is a large number
fort =2tok —1
{
F[Z}+ 1]distance = F[i]dismnce + (F[l + 1]m - F[Z - 1}m)/(f:r?am - f:ﬁm)
}
Here, F'[i],, refers to the m-th objective function value of F[i]. f™ and f™" are the
maximum and minimum values of the m-th objective function.
Non-Dominated Sorting of a Population: In this case, first, for each solution we calculate
two entities: i) domination count 7, the number of solutions which dominate the solution p,
and ii) S,, a set of solutions that the solution p dominates. All solutions in the first
non-dominated front will have their domination count as zero. Now, for each solution p with
n, = 0, we visit each member(q) of its set S, and reduce its domination count by one. In
doing so, if for any member ¢ the domination count becomes zero, we put it in a separate list
(. These members belong to the second non-dominated front. Now, the above procedure is

continued with each member of () and the third front is identified. This process continues
until all fronts are identified.

set F[k]distance =0
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The

other components are same as like single objective genetic algorithm.

Procedure of MOGA: The stepwise discussion of MOGA is as follows:

Step-1

Step-2:
Step-3:
Step-4:
Step-5:
Step-6:
Step-7:

Step-8:

Step-9:
Step-10:
Step-11:
Step-12:
Step-13:
Step-14:
Step-15:
Step-16:
Step-17:

Step-18:

: Generate initial population P; of size N.

1 < 1 [ represent the number of current generation.]
Select solution from P; for crossover.

Made crossover on selected solution to get child set C.
Select solution from P; for mutation.

Made mutation on selected solution to get solution set C'y.
Set P/ = P,|JCy | Cs.

Partition P/ into subsets Fy, Fy, - - -, Fy, such that each subset contains non-dominated

solutions of P! and every solutions of F; dominates every solu.s of Fj.; for

i=1,2, k—1.
Select largest possible integer [, so that no of solu.s in the set F1 |J Fo | J---|J F; < N.
Set Py = FiURU--UF.

Sort Fj4 in decreasing order by crowding distance.

Set M = number of solutions in F; ;.

Select first N — M solutions from set £ .

Insert these solution in solution set P .

Seti <+ 1.

If termination condition does not hold, goto step-3.
Output P;.

End.
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Input: parameters, GA
param ster

Assign'penalty penalty = 0

Evaluate P(t)

Mot

termination
condition

Print P(t)

Ewvaluate P(t)

i

‘ select QL) from P -1 ‘
l Assign penalty penalty = 0

‘ alter QL) by crossower ‘

J} False True

‘ alter Q(t) by mutation ‘

l

Creation of new population
Pty in the case of
multi-objective (CRMO)

Figure 2.14: Flow-chart of MOGA
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Chapter 3

Imperfect production inventory model
with production rate dependent defective
rate and advertisement dependent

demand !

3.1 Introduction

The origin of the Economic Production Quantity (EPQ) model can be traced back to 1918,
when E.W. Taft made an extension to the Economic Order Quantity (EOQ) model developed
by Harris [89]. The EPQ model is commonly used in the manufacturing sector of the business
world to determine the optimal production quantity which optimizes the objective function in
the system.

There exists a considerable amount of research works such as Cho [41], Goyal and
Gunasekaran [79] in which the items to be produced in a manufacturing system had been
considered as perfect. But, this is not a realistic assumption because, in any manufacturing
system, the production of defective units is a natural phenomenon to occur from the different
difficulties arisen in a long-run production process. Now, the defective items can be treated as
a result of imperfect production. At first in 1986, Rosenblatt and Lee [181] considered such
type of items in a imperfect production system. After that, Salameh and Jaber [184] presented
a modified EPQ model that accounts imperfect quality items. Then Hu [96], Khan et

I'This model published in Computers & Industrial Engineering, 104 (2017) 9-22, ELSEVIER.
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al. [113], Krishnamoorthi and Panayappan [124], Tripathy and Pattnaik [208], Sivashankari
and Panayappan [196], Karimi-Nasab et al. (cf. [110], [108]) and others also worked on EPQ
models considering the imperfect production.

Table 3.1: Summary of related literature for EPQ/EOQ models with screening

Author(s) EOQ Inspection Defective rate Screening rate & Demand rate Production
/EPQ rate /Deterioration rate production rate rate

Chakraborty & Giri [17] EPQ Constant Constant Equal Constant Constant

Cheng [32] EPQ Constant Random Equal Constant Constant

Chiu et al. [36] EPQ Constant Random - Constant Constant

Cho [41] EPQ - - - Advertisement Variable

Goyal & Gunasekaram [77] EPQ - Constant - Advertisement Variable

Goyal & Giri [79] EPQ - Time varying - Time varying Time varying

Hazari et al. [98] EPQ Constant Reliability dependent ~ Equal Advertisement Variable

Karimi-Nasab et al. [110] EPQ - Random Equal Constant Variable

Lin et al. [138] EPQ Constant Set up cost Dependent Not Equal Constant

Lo etal. [144] EOQ - - - Linear trend

Manna et al. [147] EPQ Constant Constant Equal Stock dependent Variable

Manna et al. [148] EPQ Constant Constant Equal Advertisement and price Demand dependent

Rosenblatt & Lee [181] EPQ Constant Probabilistic Equal Constant

Roy et al. [182] EOQ Constant Uniform Equal Stock dependent

Zhang & Gerchak [241] EOQ Constant Random Equal Constant Constant

Present model EPQ Not constant Production rate Not equal Advertisement and Decision
dependent time dependent variable

Now from the literature survey on imperfect production inventory models, it is seen that
there exist two classes of the models on the basis of inspection methods to sort out the
defective units from the perfect one. In one class of research, it has been studied that
over time the produced items deteriorate in manufacturing system. In this field, the
different researchers (Lee and Rosenblatt [130], Lee and Park [131], Kim et al. [119],
Jaber et al. [102], Lin etal. [138], Tai [200], Rahim [171], Rahim and Ben-Daya [170],
Manna et al. [148]) examined an inspection method on the produced items based on
deteriorating production process. Then,Guu and Zhang [86] used an entire lot of inspection
at the end of a process. After that, aninspection of the last k£ units had been used by Yeh
and Chen [236]. On the other hand, inanother class of research the imperfect production
process has been investigated in which the defective units are produced during the
production time due to machinery fault, labour, raw materials etc. In this field, there are
also many research articles in which different inspection methods had been used by Hsu et
al. [95], Cheng [32], Salameh and Jaber [184], Chiu [35], Tripathy et al. [208], Hayek and
Salameh [97], Chiu et al. [36]. Zhang and Gerchak [241]used an inspection of a fraction
of a lot in EOQ model. Recently, Manna et al. [147] havedeveloped a ‘Three-layer supply
chain in an imperfect production inventory model with two storage facilities under fuzzy
rough environment’ with continuous screening process.
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In the classical inventory model, Harris [89] considered an EOQ model with constant demand
rate. Later, this model was discussed by Wilson [225]. Silver and Meal [193] extended the
EOQ model for varying demand rate. Then Donaldson [59], Lo et al. [144] derived an
inventory model for linear trend in demand. Other researchers such as Silver and
Peterson [194], Roy et al. [182], Goyal and Giri [79] studied an inventory model with time
varying demand. Karimi-Nasab et al. [109] developed a multi objective distribution-pricing
model for multiperiod price-sensitive demands. In the literature there are many papers on
demand. Recently, in the competitive market on a long run business system, it is seen that the
demand faces a competition and sale is destroyed by depreciation. In such circumstances, the
advertisement policy has a positive effect to the demand rate. The advertisement through IT
by electronic media, print media, etc. improves the communication between customers and
companies and it helps us to give the accurate information flow to the customer about the
product of the companies. So in the present era of information technology (IT), the
advertisement plays an important role to control the demand of the product in the market. For
this reason, Cho [41] developed an optimal production and advertising policies in crisp
environment. Recently, Hazari et al. [98] developed an imperfect production inventory model
in bi-fuzzy environment with the same idea.

This chapter extends the traditional EPQ model by accounting an imperfect production
inventory model with advertisement dependent demand rate in which the advertisement rate is
increasing with time at a decreasing rate to recover the sale which is destroyed by depreciation
and it increases the acceptability of the product in the competition market. Here, the production
rate is considered as a decision variable. This chapter also considers the issue that the imperfect
items are sold as a single batch at the end of 100% screening process at a reduced price.
The screening rate has been considered to be different with the production rate and it has
been varied proportionally to the production rate. In this chapter, a new type of defective
rate has been considered depending upon the production rate. Under these considerations, a
mathematical model has been developed to get the maximum profit from the system. Finally,
some examples have been provided to illustrate the feasibility of the model numerically. The
detailed comparative statement of the proposed model with the existing literature has been
given in Table 3.1.

3.2 Notations and Assumptions

The following notations and assumptions have been used to develop the proposed model:

3.2.1 Notations

q(t) : on hand inventory of produced item (perfect and imperfect quality) in the production
center.
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¢1(t) : onhand inventory of perfect quality item after screening the produced item.
¢2(t) : onhand inventory of imperfect quality item after screening the produced item.
Qo : minimum stock level maintained for perfect quality item.

D(t) : demand rate of the market.
x : percentage of screening item in the screening center per unit time.
n . depreciation rate.
v(t) : advertisement rate.
Cp : production cost per unit item.
Cer : screening cost per unit item.
he : inventory holding cost per unit time per unit item in production center.
. : inventory holding cost per unit time per unit item of perfect quality.
- : inventory holding cost per unit time per unit item of imperfect quality.
selling price per unit for perfect quality item.
s : selling price per unit for imperfect quality item.
P : production rate of the manufacturer (P > D(t)).
T . total time-length of the business period.
ty . duration of production run time.
to . duration of screening run time.
0 . defective production rate, i.e., the rate of producing defective units.

3.2.2 Assumptions

@
(ii)

(iii)

(iv)

It is a single item production inventory model in infinite time horizon.

Here, it is assumed that the manufacturer has capability to collect sufficient raw
materials, labours, machines and other related resources to produce the item. So, he/she
wants to produce the optimum amount of item per unit time to get the maximum profit
from his/her business. In this sense, here the production rate (F) has been assumed to
be a variable.

It is well known that the quality of a product depends on raw material, labour
experience, machine component, production rate etc. Since here the production rate has
been considered as a variable, hence the defective rate of the produced items must be
dependent on the production rate. For this reason, the defective production rate () has
been considered as follows:

01

QZGO_F 3.1

where 6y and 6; be the positive constants.

Due to the existence of defective production, there exist some imperfect quality items
in the production center. Hence, the manufacturer decides to sale the perfect quality
item after sorting the items in the inventory. So in this chapter, it is assumed that during
the production period, the screening process has been occurred simultaneously and the
screening rate is less than or equal to production rate but greater than or equal to demand
rate.
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v)

(vi)

(vii)

(viii)

Unit production cost depends on produced-quantity, raw material, wear-tear and
development costs and is of the form, ¢,(P) = ¢, + 1% -+ M P ; where c, is raw material
cost, L is labor charge, and M is tool wear and tear cost respectively. This assumption
is based on the fact that c,, the raw material cost is independent of production rate.
Also, £ is a per unit cost component that decreases with the increased in production
rate. M P is a per unit cost component that increases with production rate and includes
tool cost and rework cost that might result from increased tool at higher production
rates.

In this chapter, since the production rate (P) has been considered as a variable according
to assumption (7i), hence in the manufacturing system there may not be shortages to
avoid the shortage cost in a profit maximization problem in which the demand is time
dependent. In this sense, here shortages are not allowed.

The initial and ending inventory levels of perfect quality item are not restricted to zero.
i.e., the minimum stock level (()y) is maintained initially and at ending business period
which is treated as a safety stock.

Normally, the demand of an item is considered as a constant or variable. When it is
taken as a variable, then it may be a function of time and/or initial stock or on-hand
inventory. In the present time, it is seen that the sale of a product depends upon the
promotion of the product in public life. So the advertisement has an important role
in increasing of the demand of a commodity. In that sense, here we have considered
the advertisement dependent demand function of the perfect quality items. In the same
time, from the market survey it is also observed that for the coming of other brands of
the same product, there is a declination of demand rate. Incorporating this idea, there
is a consideration of depreciation rate 7 in demand function at time ¢t in 0 < ¢t < T.
Therefore the rate of change of demand of an item satisfies the following differential
equation:

D(t) = v(t) — nD(t), with D(0) = D. (3.2)

w2t () <t < T, where vy, v; and vy are known parameters and

where v(t) = vy — vie”
0<n<l.
Therefore the demand function D(t) is obtained as
U1 ot _nt
—L (et —eM), 0<t<T (3.3)

D(t) = Dope™™ + 22(1 — e) +
n Vg — 1]

which gives the demand rate of the item.

Lemma 3.1. The demand rate D(t) increases with respect to time provided that the parameters

Vo, V1, Vo, M, and Dy satisfy the relations n > vy and “70 — 2 > D

n—"v2
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Proof. Now, the demand rate increases with respect to time, if D(t) > 0, so from equation

(3.2), we have v(t) — nD(t) > 0 with D(0) = D,. After simplifying, it is obtained that

(vo — vre~*t) — 7 [Doe—ﬂt (] ) (et e—nt)] > 0, [by equation (3.3)]
- DO] ezt >

: V12 vo V1
Le., = +77[n + —

v2—n

which is possible when 7 > v, and %0 — 2> DyforO <t <T.

n—v2
Now, the proof is complete. [
Lemma 3.2. The advertisement rate v(t) = vy — vie™"2'; vy, v1, and vy > 0 is an increasing

from (vg — v1) at a decreasing rate.

Proof. Here v(t) = vy —wvie 2" and v(0) = (vy —vy) is the constant advertisement rate before

the production start. Since v(0) > 0, so vy > v;.

d

Therefore, Zv(t) = vivoe™"2" > 0, since vy and vy > 0.

i.e., v(t) = Lo(t) > 0 which shows that v({) is an increasing with time.
Also, o(t) = %v(t) = —vvie "2t < ( which shows that v(¢) is decreasing with time.
i.e., rate of increasing of v(t) is decreasing with time.

Hence v(t) is an increasing from (vy — v;) at a decreasing rate.

Now, the proof is complete. ]
Lemma 3.3. The demand rate D(t) is an increasing with time at a decreasing rate.

Proof. Here D(t) = Doe™™ + %(1 — ™) 4+ 2_(e™*" — ™), [by equation (3.3)]

v2—N
: (v v —nt v1v2  —vot
D(t) = (0 — Do — ;25 )ne™ " 4 pHe™™! > 0
- V103 —
#D(t) = —(%2 = Dy — ;2-)n’e ™" — ;5 em2t < 0, [By Lemma 3.1]

which shows that D(t) is decreasing with time.
Again since D(t) > 0 so D(t) is increasing. Hence D(t) is an increasing and the rate of

increasing is decreasing with time. Now, the proof is complete. [

Lemma 3.4. The defective production rate (0) is an increasing with respect to production rate

P.

Proof. From the assumption (iii) and equation (3.1), the defective production rate (6) is the

function of production rate (P) such as 6 = 6y — %, where 6, 6, are positive constants.
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Differentiating 6 with respect to P, we get

a9 _ 6

P> 0, for all P and 6, > 0.

Hence the defective rate 6 increases with the increase of the production rate P.

Now, the proof is complete. ]

The change of # with respect to P is depicted in Figure 3.1.

0.2830 =

0.2825=

0.2810 =

Defective rate (0)
=
1

0.2805=

0.2800 =1

0.2795

T T T T T 1
60 10 80 90 100 110 120 130
Production rate (P)

Figure 3.1: Graphical representation of the production rate vs defective rate

Lemma 3.5. The rate of change of defective production rate of items decreases with the

increase of the production rate P.

Proof. From the assumption (iii) and equation (3.1), the defective production rate (f) as the
function of production rate (P) such as § = 6y — %, where 6, 6, are positive constants.
Differentiating 6 with respect to P, we gate

% = % > 0, forallPand(‘f)Te2 = —%Digl < 0, forall P > 0and 6; > 0.

Therefore j—g is monotonic decreasing function of P.
Hence the rate of change of defective production rate of the items decreases with the increase

of the production rate P. Now, the proof is complete. ]
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3.3 Mathematical Formulation of the Proposed Model

It is an imperfect production inventory model involving a manufacturer which produces and
sells the item during the business time period 7". The manufacturer produces the items at the
rate of P up to a period t;. Amongst the items there must exist perfect quality items including
some imperfect quality items. Here the screening process has been considered to sortout up to
time ¢, at a screening rate (z P) such that demand of perfect quality item is fulfilled during the
business period at a time 7". Since the production rate (P) is greater than the screening rate
(xP) then the extra quantity (P — xP) per unit time will be stocked in screening center up to a
period 5. Also, the rate of stocking the perfect quality item after screening is (1 — #)x P which
must be greater than the customer demand rate D(t). After fulfilling the customer demand
at each instant, the extra quantity (1 — 6)zP — D(t) per unit time will be stocked in perfect
quality item center up to a period 7T'. A stock of perfect quality items, () is maintained initially
and finally during the business period. Here the defective items will be stocked at the rate 6z P
up to the screening period t,. At the end of the screening process, defective items are sold
in a single lot at a reduced price s’. The following Figure 3.2 shows the flow of items in the
production system.

Production plant
P

v
Inventory of

produced item

Inventory of perfect
quality item

Inventory of
defective item

v
@l Sold as a single batch

Figure 3.2: Schematic representation of the production inventory model

3.3.1 Formulation of Inventory Level of Produced Item
In this production system, production starts at t=0 with production rate(F) and continues up
to t = t;. The produced products continuously are transferred to the screening cell at the rate

zP.
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| Screening center

-xP

Inventory lebel

Perfect quality item

Imperfect quality item

0 tz T Time

Figure 3.3: Pictorial representation of production inventory model

So, the inventory level ¢(¢) in production center is described as follows

dq(t - <t<
L) _ P—axP, 0<t<t 5
dt —xP, t <t <ty
subject to the conditions that ¢(0) = 0, ¢(¢1) = @ and ¢(t5) = 0.
Consequently, the solutions of the above differential equations (3.4) are given by
_ [ (A=a)Pt, 0<t<th
"= { Pty —t), th <t <ty (3.5)

Using the condition ¢(t;) = () and equation (3.5), it is obtained that
Thus, we have (1 — x)Pt; = xP(ty — t1), which implies that ¢, is a function of z and ¢, as

t1 = ZL’tQ (36)

3.3.2 Formulation of Inventory Level of Perfect Quality Item

In this screening system, the screening starts with the commencement of production at the
rate (zP) and continues up to time ¢,. Here 100% screening is performed on the produced
products but screening rate (zP) must always be greater than or equal to the demand rate
(D(t)). The screening cell separates the items in two categories: one is perfect and other is
imperfect. After the screening, the perfect quality items meet the demand with a rate D(t)
during business period. Here, we consider the inventory level ¢ (¢) and the safety stock Q) of
perfect quality items.
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So, the inventory level ¢ (t) of perfect quality items in the screening center is described as
follows:

(3.7)

dp(t) [ 1—0)zP—D(t), 0<t <t
a | —-D@), ty <t<T

subject to the conditions that ¢, (0) = Qo, ¢1(T) = Qo.
Consequently, the solutions of the above differential equations (3.7) are given by

(L1 e (1—e—nt)}}, 0<t<ty
Qo — | 2(e7 — &™) + B(n(t = T) + 7" — &)
(e T — e et —e )], B <e<T

Lemma 3.6. In a manufacturing system, at any time during the screening period (0,ts) the
inventory of the perfect quality items must be greater than the customer demand at that time,

i.e., there does not occur any shortages provided that (1 — 0)xPn > vy and nQo + Z—; > D.

Proof. q,(t) is the inventory of perfect quality items and D(¢) is the customer demand at time

t. Now

w(t) — D(t) = <,}7 — D)D) +{(1=0)sP — D}t + n(n@o _ Dyt

V2

According to assumption (viii), we have 0 < n < 1. i.e., % > 1. ie., % —1>0.
Therefore, using the above relation we have ¢, (¢) — D(t) > 0 for all ¢ if (1 — #)zP — 2 > 0
and nQo — Do + % L>0.ie. Jf (1 —0)zPn > vg and nQy + 2 L > Dy.

Now, the proof is complete. ]

Lemma 3.7. In a manufacturing system, the screening period (t2) must satisfy the following

relation in terms of production rate (P), production period (t,) and business period (T').

1 Dy — T 1 1
= e e R P A R Ul |
(1—-0)xP n n vy — 1 Lug n
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Proof. Satisfying the continuity condition of ¢ (¢) at ¢ = ¢ a relation is obtained as follows

D 1
Qo+ (1= 0)2Pty — —2(1—e7™2) = 2ty + e — 1) — — {_(1—6*@2)

n n U2 — 1) L U2
1 D
——(1— e_”t2)} = Qo — [_O(e_"T —e M) 4 U—g(n(tg —T) +e M — )
Ul n U
U1 {l(B_UQT _ e—fuztg) _ 1(6—7]T _ 6—77t2)}:|
U2 — 1 L U2 n
. 1 D(] _ Vo _ (%1 1 _
..,tz—[—l— Ty 4 DT 4 e — 1 {—1— ol
ie., to 0= 0)aP 77( e )+n2(77 +e )+’U2—77 1}2( e ")
1
——(1— e‘”T)H . Now, the proof is complete. (3.8)
n

3.3.3 Formulation of Inventory Level of Imperfect Quality Item

At the end of the screening process, all imperfect quality items are sold as a single lot. So the
inventory level ¢o() of imperfect quality items in the screening center is described as follows:

dqs(t)
dt

= 0zP, 0<t <ty (3.9

subject to the conditions that ¢»(0) = 0 and go(t2) = 0.
Consequently, the solution of the above differential equation (3.9) is given by

3.3.4 The Profit Function of the Proposed Model
Total production cost (PC') in the production system during the cycle (0, T’) is given by
t1
PC = cp/ Pdt = c,Pt;
0
Total screening cost (SC') in the production system during the cycle (0, 7') is given by
to
SC = c¢, / P dt = c,x Pty
0
Total advertizement cost (AC') in the production system during the cycle (0,7") is given by

T
AC = Ca/ U(t) dt = Ca 'U()T + ﬂ(ef’va o 1)
0

V2
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Total holding cost (HC') in the production system during the cycle (0, T') is given by

t1 T t2
HC_hc/ o(t) dt+hm/ () dt+h’m/ aolt) dt
0 0 0

hc 9 2 hm t% DO —nta
= 5{(1 — )Pt} + xP(ty — 1) } + [QOT +(1=-0)aPg - ﬁ(ntz e —1)
t2 1 1
_ (77 —e ™ 41 —nty) — {— (tava — 1) —_(77t2—1)}
3 2 5 n?
D
—<<>>—< BT T 1)
o 1 1 h, 2
_ 1 T — vt — —(14+nT —nty)e™" }] 0z Pt
712—77{212( +v2T —vata)e” nz( T —nta)e” Tyt

Total set up cost in the production system during the cycle (0,7") =A,,
Total revenue (T'R) in the production system during the cycle (0, T') is given by

T
TR = s/ D(t)dt + s'0x Pt
0

Don — T 1
ZS[M(I_G—WT)+UO_+ Y1 {_(1

1
5 —e 2Ty - —(1— e_"T)}] + 5’02 Pty
U n U2 — 1]

V2 n

Total Profit (T"P(P,T')) in the production system during the cycle (0,7") is given by

TP(P,T)=TR—-PC—-SC—-HC—-AC-A,

DO _ Vo T U1 1 —woT 1 T
:s[—1—e’ﬂ“ 42T +e T — 1)+ {—1—6U2 ——(1—e H
21— e+ )+ )= (=)

he
+5'0x Pty — ¢, Pt; — cgpx Pty — E{(l — )Pt + xP(ty —t)? }

B t2 D vo ,nt2
- [Q0t2 +(1- Q)xPEZ - n—;(ntg +e 1) — n—g(% —e M 11—ty

v 1 v 1 _
g T D gl e D) QT )
Dy nT _ —nta) _ Y0 Ui 2 4 oot -7
- ((1+T—t2)e e )—E(—E(@—T) FeM (14T —ty)e )
U1 1 voT —vgt 1 -nT —nt
- { <(1—i—v2T—v2t2) —e 22)——2((1+7]T—7)t2)e T —e ”Q)H
vy — 1 Lvj n
h' (. A,
—7’”9th§ — ¢, [UQT + v—:(e 2T 1)} -
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Average Profit AP(P,T) in the production system during the cycle (0,T) is given by

1

AP(P.T) = = [TP(P, T)]

0 ey 2 O e T 1) 4 {—1—6”2 ——1—6"}}
2 [2a-em+ B )+ (- et - e
f{ 9, —c }Pt ——{(1—x)h +on' }Pt2—h—m[Q T4 (1 0Pt
T sttt or 2 o ¥ 2
1
E(Don - vo){ntQ S I tQ)e—"T} — ;—;(2t2T —T2)

(%1 1 —woT 1

_UQ—U{U_%{UQt2—1+(1+,U2T_,U2t2)6 2 }—?{’I]tg—l

a Am
(14T — nt2)e_’7T}H - %[UOT + %(e—’“ﬂ - 1)} -z (3.10)
2

Proposition 3.1. Average profit AP(P,T) is a function of two independent variables P and
T. Now, it is supposed that for some parametric values involved in the system of equations
2 {AP(P, T)} = 0 and %{AP(P T)} = 0, there exists at least one positive point (P*,T™)
at which (i) 35 {AP(P,T)} and 2 “{AP(P,T)} both are negative and (ii) -2 2Pz {AP(P,T)}
ZAAP(P,T) |
point (P*,T).

8T8P{AP(P T)}? > 0 then we obtain the maximum average profit at the

Here, it is considered that ;5 {AP(P,T)} = F(P,T) and Z-{AP(P,T)} = G(P,T), (see
appendix A). Due to complexity of the equations, F'(P,T ) 0 and G(P,T) = 0, it is
not possible to show the existence of the solution analytically. Now it is supposed that there
exists at least one positive point (P*,T*) for which F/(P*,T*) = 0 and G(P*,7*) = 0
for some parametric Values involved in the system. Let at (P*,T*), - 5{F(P,T)} = A,
D{G(P,T)} = Ay and Z{F(P,T)} = As.

Lemma 3.8. The maximum average profit AP(P*,T™) exist if Ay <0, Ay < 0and AjAy >

A2,

Proof. Now, from the optimization calculus, it is known that a function of two variables,
¢(u,v) is  maximum at the stationary point (a,b) if 8uz{qf)(a b)}
2 {00 b)) (0. b)})? > 0. Ze{o(a,b)} < 0 and Z{(a.b)} < 0.

Here P = P* and T = T* are the solution of 55{AP(P,T)} = 0 and Z-{AP(P,T)} = 0.
Now if Ay < 0 then 5 {F(P*,T*)} <0, since :5{F(P,T)} = A at (P*,T*).

ie, 2 {AP(P,T)} < 0at (P*,T*),since F(P,T) = 2{AP(P,T)}.
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Agam if Ay < 0then Z{G(P*, T*)} < 0, since Z{G(P,T)} = Ay at (P*,T%).
8T2{AP(P T)} < 0at(P*,T*),since G(P, T) 2{AP(P,T)}.

Again if AjA, > A2 then {(GF(P,T)HZG(P,T)} — Z{F(P,T)} > 0, since at

(P*,T%), Ay = Z{F(P,T)}, Ay = 2{G(P,T)} and Ay = Z{F(P,T)}.

P {AP(P, T)} 2 {AP(P, T)}-[52{AP(P,T)}? > 0 at (P*,T*), since

F(P,T) = Z{AP(P,T)} and G(P,T) = 2 {AP (P, T)}. Therefore allc onditions
(Proposition 3.1 ) for the existence of maximum value of AP(P,T) at the point (P*, T*) have
been satisfied. So the maximum average profit AP(P*,T*) exist if A; < 0, Ay < 0 and

A1Ay > A2. Now, the proof is complete. O

1.e.,

Lemma 3.9. If A; > 0 and Ay < 0 then the maximum average profit AP(P*,T*) does not

exist.

Proof. Here P = P* and T = T* are the solution of ;5{AP(P,T)} = 0 and
2{AP(P,T)} = 0.

Now if A; > 0 and A, < 0 then 5 {F(P*,T*)} > 0 and Z{G(P*,T*)} <0,

since A1 = 2{F(P,T)} and Ay = Z{G(P,T)} at (P*,T*).

e, 2{AP(P,T)} > 0 and 2 {AP(P,T)} < 0 at (P*,T*), since
F(P,T) = S{AP(P,T)} and G(P,T) = 2{AP(P,T)}. Therefore one condition
(Proposition 3.1) for the existence of maximum value of AP(P,T') at the point (P*,T*) is
not satisfy. So if A; > 0 and A, < 0 then there does not exist the maximum average profit

AP(P*,T*). Now, the proof is complete. O]

Lemma 3.10. If Ay < 0 and Ay > 0 then the maximum average profit AP(P*,T*) does not

exist.
Proof. The proof is similar to that in Lemma 3.9. Hence we omit it. [
Lemma 3.11. If A{ Ay — A2 < 0 then the maximum average profit AP(P*, T*) does not exist.

Proof. Here P = P* and T = T* are the solution of 5{AP(P,T)} = 0 and
2{AP(P,T)} = 0.
Now, if AjAy — A2 < 0 then {HF(P,T)HZG(P,T)} — Z{F(P,T)} < 0, since at
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(P*,T%), Ay = ZH{F(P,T)}, Ay = Z{G(P,T)} and Ay = 2{F(P,T)}.

ie, S {AP(P,T)}2u{AP(P,T)}-[52-{AP(P,T)}]> < 0 at (P*,T%), since
F(P,T) = 5{AP(P,T)} and G(P,T) = ;4 {AP (P, T)}. Therefore one condition
(Proposition 3:1 ) for the existence of maximum value of AP(P,T) at the point (P*,7*) has
been not satisfied. So, if AjA; — A2 < 0 then there does not exist the maximum average

profit AP(P*,T*). Now, the proof is complete. 0

3.4 Solution Procedure

From equation (3.10) it is seen that in the proposed model, the objective function AP is highly
nonlinear. Here P and 7" are two decision variables. 6 is a function of P according to equation
(3.1). Also t, is a function of P and T obtained according to equation (3.8) in Lemma 3.7. t;
is a function of ¢, obtained according to equation (3.6). Since the objective function is highly
nonlinear, hence to get the optimal solution of the proposed model the following algorithms
have been developed.

Algorithm 3.1. For a fixed x, suppose x = x, the value of y can be obtained from ¢(x,y) = 0

as follows:
step 1: For x = xo, compute (o, y) = 0.

step 2: Select (y1,ys) such that (o, y1)V(zo,y2) < 0. Then by Rolle’s theorem there exist a
root of Y(xg,y) = 0, between y, and ys.

(y1t+y2

step 3: Calculate m = ~* ) be the midpoint of the interval (Y1, Y2)-

step 4: Compute the signs of V(xo,y1), ¥ (xg, m), and (o, ys)-

step 5: If ¥(xq, y1) (g, m) < 0, then a root of ¥(xg,y) = 0 lies between y, and m. In this
case, replace m by ys. Otherwise, a root of 1 (xg,y) = 0 lies between m and ys, then

replace m by .
step 6: Repeat steps 3 through 5 until |y, — y2| < 107¢ where ¢ is a tolerance limit.
step 7: Then the root of 1V (xo,y) = 0 is m such that m = (y142ry2).
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Algorithm 3.2. Since there is no possibilities to get the general explicit solution due to absence

of linearness, hence to get the maximum profit of the proposed model following procedure has

been devised according to Lemma 3.8. Here, the optimal values of P, T, 0, t, t; and AP(P,T)
are denoted by P*, T*, 0%, t1, t5 and AP*(P*,T*) respectively.

step 1:

step 2:

step 3:

step 4:

step 5:

step 6:

step 7:

step 8:

step 9:

step 10:

step 11:

Set an interval (Pyg, Py1) where Py € (0, Fy) and Py € (0, Fy). Here P < Py where

Py also is initialized.

Compute TOF, TlF’ TOG and Tlngl" Tfrom F(Plo, T) = O, F(PH, T) = 0, G(P107 T) =
0 and G(Py1,T) = 0 respectively by Algorithm 3.1.

Compute Ap,, = Top — Tog and Ap,, = Tir — Tic.

If Ap,,Ap, <0, ie., the signs of Ap,, and Ap,, are opposite, then compute Py, =
(Pio+Pi1)

B R

Compute Ty, and Tyye for T from F (P, T) = 0 and G(Py,,,, T) = 0 respectively
by Algorithm 3.1.

Calculate Ap,,, = Ory, . — D1y,

Compare Ap,, with Ap,,. If Ap,Ap,, < 0, ie., the signs of Ap,, and Ap,, are
opposite, then replace Pyy by Py,. Otherwise replace Py by Py,,.

Repeat steps 4 through 7 until the absolute values of (P — Piy) or (Ap,, — Ap,,,) or

(Ap,, — Ap,, ) are within the tolerance limits.

The root of F(P,T) = 0 and G(P,T) = 0is (P",T") where P" = Py,, and T" =

Tor+TiF or Tog+Tia
2 2 :

Compute 1y, Ny and Ng at the point (P7,T") where Ay = Z{F(P,T)}, Ay =

If Ay < 0, Ay < 0and AyAy > A3 then according Lemma 3.8 then (P",T") be
the optimal solution. So P* = P", T* = T" and calculate t} by equation (3.8), t] by
equation (3.6), 0* by equation (3.1). Also calculate AP*(P*,T*) by equation (3.10).
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step 12: If Ay > 0, Ay < 0by Lemma 3.9, Ay < 0, or Ay > 0 by Lemma 3.10, or A;Ay—A3 < 0
by Lemma 3.11, then (P",T") is not optimal solution. In this case, goto step 2 and

change the value of (Pig, P11).

step 13: Print the optimal values P*, T*, 0* t3, t5 and AP*(P*,T™).

3.5 Numerical Illustrations

In this section, we illustrate some numerical examples to study the feasibility of the proposed
imperfect production inventory model. The values of the parameters of the model, considered
in these numerical examples, are not elected from any real life case study, but these values
have been seemed to be realistic. All these examples have been solved to find the optimal
values of production period (t1), screening time (t,), defective rate (6), production rate (P)
and business period (7") along with the optimal average profit (AP (P, T)) of the system.

Example 3.1. In this model, the manufacturer’s perspective is to maximize the average profit
AP(P,T). To get the maximum average profit, a manufacturer has taken different parametric

values to be shown in Table 3.2 and 3.3.

Table 3.2: Values of screening, defective, demand, advertisement and other parameters

Parameter x 0o 0, Dy (unit) 7 Vg v Vg Qo (unit)

Value 0.80 0.33 0.59 21 0.27 12 11 0.25 32

Table 3.3: Values of cost parameters and selling prices of items per unit

Parameter Cr Csr L M Ca he B, hl, A, s s

Value ($) 25 0.28 400 0.06 6 0.4 0.60 0.20 400 75 49
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Average Profit (AP)

Production
Rate (P)

Business Period (T)

Figure 3.4: Concavity of the average profit (AP) for numerical example 1.1

Numerically for Example 3.1, Figure 3.4 shows the graphical representation of the average
profit function of P and 7. From this figure, it is guarantied that the average profit function
is concave. So there exists a unique solution of (P,7T') that maximizes the average profit
AP(P,T). Now, to get the optimum computational result (Table 3.4) for the non-linear profit
function AP(P,T') using Table 3.2 and 3.3, our developed Algorithms 3.1 and 3.2 have been
used.

Table 3.4: Optimal result of the illustrated model

Production rate Defective rate Production time Screening time Business period Average Profit

(77 (67) (t1) (1) () (AP*(P",T"))

79.39 0.28 35.66 44.57 48.78 1506.42

From Table 3.4, it is observed that the manufacturer gets the optimum average profit of amount
$ 1506.42 when the production rate and production time of the system are 79.39 unit and
35.66 unit respectively. Here defective rate is 0.28. Screening is performed up to time 44.57
unit. For this example the business ends after 48.78 unit. The Figure 3.5 shows the graphical
representation of the inventory of perfect quality items after the screening and the demand rate
from which it is implied that there does not occur shortages during the screening period for
this example.

Example 3.2. In this example, using the same data as in Example 3.1 except the safety stock
(Qo) of perfect quality item to be considered here, as zero and following result in Table 3.5

has obtained.:
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Figure 3.5: Comparison between the inventory of perfect quality items and the demand rate

Table 3.5: Optimal results of the illustrated model when Qg = 0

Production rate Defective rate Production time Screening time Business period Average Profit
(") (6) (t1) (t3) (%) (AP*(P*,T7))
79.39 0.28 35.66 44.57 48.78 1516.03

From Table 3.5, it is explored that production rate (P*), defective rate (6*), production time
(t7), screening time (¢3) and total time (77) are not changed from the result in Example 3.1
due to safety stock ()y = 0 but the average profit (AP*(P*,T™)) has increased because total
holding cost has reduced by the absence of safety stock (Q)y).

Example 3.3. In this example, using the same data as in Example 3.1 except screening rate
(x), here the production rate and screening rate have been considered as equal, i.e., P = P
which implies that x = 1 and t, = t5 by equation (3.8).

The corresponding computational results are shown in Table 3.6.

Table 3.6: Optimal results of the illustrated model when z = 1

Production rate Defective rate Production time Screening time Business period Average Profit
(r) (67) (t1) (t3) (%) (AP*(P*,T7))
63.72 0.27 54.46 54.46 58.66 1608.62

From Table 3.6, it is seen that production rate (P*), defective rate (6*), production time (¢7),
screening time (¢3), business period (7*) and average profit (AP*(P*,T*)) have changed from
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Example 3.1, due to the change of screening rate (z). Here production rate is less than that
of Example 3.1 due to increase of screening rate, since the stock place is fixed and demand
is independent of screening rate. Since defective rate (6*) is dependent on production rate
and production rate decreases then defective rate also decreases. Again production time (¢])
and total time (7™) decrease due to the decrease of production rate (P*). Simultaneously
screening time (¢5) is decreased due to the increase of screening rate. Ultimately, the average
profit (AP*(P*,T*)) has been increased due to the equality of production rate and screening
rate because of decrease of total holding cost.

Example 3.4. In this example, using the same data as in Example 3.1 except the advertisement
parameters (vg, V1, Vo, C,), here all parameters associated with the advertisement have been

considered as zero, i.e., we do not consider advertisement dependent demand.

In this case, we get the following optimum results in Table 3.7.

Table 3.7: Optimal results of the illustrated model when vy = 0,v; = 0,v3 = 0,¢, =0

Production rate Defective rate Production time Screening time Business period Average Profit

(P") (%) (t1) (#3) () (AP*(P",T"))

110.20 0.31 0.78 0.98 5.18 438.95

Since here the advertisement is not considered, hence the rate of change of demand decreases
with respect to time. Henceforth, the business period (7*) and average profit (AP*(P*,T*))
are less than those of Example 3.1 which are shown in Table 3.7.

3.5.1 Sensitivity Analysis

In this section, we examine the effect of changes in the system parameters to study the sensi-
tivity analysis of the proposed model with respect to some parameters based on the preceding
numerical Example 3.1 as follows.

Sensitivity analysis 3.1. Using the numerical Example 3.1 mentioned earlier, the effect of

under or over estimation of various parameters on replenishment policy to maximize the net

profit has been studied.
Here, we employ, Az = (2 — x)/2/ x 100%, An = (n — n)/q x 100%,
AP* = (PY — PY/P* x 100%, AT* = (T% — T9/T" x 100%,

ANAP*(P*,T*) = {AP*(P*,T*) — AP*(P*,T*)}/AP™*(P*,T*) x 100% as measure of
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sensitivity, where x, n, P*, T*, AP*(P*,T*) be the true values and z’, 7, P, T,
AP*¥ (P*,T*) be also the corresponding estimated values. The sensitivity analysis has been
shown by increasing or decreasing the parameters x and 1 by different percentage(%), taking

one or more at a time with keeping the others at their true values. The results are presented in
following Table 3.8 and Table 3.9.

Table 3.8: Sensitivity analysis of the illustrated model w.r.t. screening rate

Percentage of change Percentage of change Percentage of change Percentage of change Percentage of change
of screening rate of production rate of defective rate of total time of average profit
(Ax) (APY) (A (AT™) (AAP*(P*,T*))
-25 +31.88 +0.39 -14.13 -7.20
-10 +10.65 +0.16 -6.02 -2.63
+10 -8.71 -0.15 +6.84 +2.45
+20 -15.97 -0.30 +14.87 +4.83
+25 -19.16 -0.38 +19.50 +6.01
1601 0.27704
0.2765 4
< 1401 S
E’ \g 0.2760 4 2]
é 1201 El é 0.2755
g 1001 g 02750
80 0.27454
0.2740 4
70 T T T T T T y T T T
0.4 0.5 0.6 0.7 0.8 04 05 06 07 08

Screening rate (x)
Screening rate (x)

Figure 3.6: Screening rate vs production rate ~ Figure 3.7: Screening rate vs defective rate
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Figure 3.8: Screening rate vs total time Figure 3.9: Screening rate vs average profit
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e Here from Table 3.8, Figure 3.6 and 3.7 it is observed that production rate (F*) and
defective rate (6*) are both decreases respectively due to the increasing of screening rate ().
Also from Table 3.8, Figure 3.8 and 3.9 it is also seen that total time (7™) and average profit
(AP*(P*,T*)) both are increases respectively due to the increasing of screening rate ().

If screening rate increases, then business period and average profit also increase but
production rate and defective rate decreases due to limited holding space of perfect items and
production rate dependent defective rate respectively.

Table 3.9: Sensitivity analysis of the illustrated model w.r.t. depreciation rate of demand

Percentage of change Percentage of change Percentage of change Percentage of change Percentage of change
of depreciation rate of production rate of defective rate of total time of average profit
(Am) (APY) (AG") (AT™) (AAPH(P*,T%))
-20 +22.06 +0.29 +4.89 +19.18
-15 +15.68 +0.22 +3.61 +13.83
-5 +4.73 +0.07 +1.15 +4.28
+5 -4.32 -0.07 -1.11 -3.98
+15 -8.29 -0.15 -2.18 -7.70
+20 -15.31 -0.29 -4.20 -14.43
140 2000 =
1304 19004
%_ 120 T 18001
g 110 —r % =
g S 17004
g 1004 g
) 90 < 16004
80
1500

016 018 020 022 024 026 016 o018 020 022 024 026

Depreciation rate (7)) Depreciation rate ()

Figure 3.10: Depreciation rate vs production Figure 3.11: Depreciation rate vs average profit

e Here from Table 3.9, Figure 3.10, 3.11, 3.12 and 3.13 it is observed that production rate
(P*), defective rate (0*), total time (7) and average profit (AP*(P*,T*)) are decreasing
respectively due to increasing of depreciation rate (7).

Sensitivity analysis 3.2. In this case, using the same data as those in Example 3.1 except
production cost parameters L and M. Here we experiment for the different values of L and

M. The results are given in following Table 3.10.
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Figure 3.12: Depreciation rate vs total time Figure 3.13: Depreciation rate vs defective rate

Table 3.10: Sensitivity analysis of the illustrated model when L and M changes

Parameters Production Defective Production Screening Business Average Profit

(L, M) rate (P*) rate (6*) time (¢}) time (¢5) period (T*) (AP*(P*,T*))
L=300, M=0.08 79.34 0.278 34.93 43.67 47.87 1487.44
L=350, M=0.07 79.36 0.279 35.30 44.12 48.32 1496.91
L=400, M=0.06 79.39 0.280 35.66 44.57 48.78 1506.42
L=450, M=0.05 84.28 0.285 33.46 41.82 48.58 1516.80
L=500, M=0.04 101.22 0.290 27.20 34.01 47.49 1538.92

e Table 3.10 shows that when L increases and ) decreases simultaneously, the production
rate (P*), defective rate (6*) and average profit (AP*(P*,T™)) are increasing respectively but
production period t], screening period ¢; and business period 7™ initially increase, after that
decrease.

Sensitivity analysis 3.3. In this case, using the same data as those in Example 3.1 except
production cost parameters c, and vo. Here we experiment for the different values of c, and

vo. The results are given in following Table 3.11.

Table 3.11: Sensitivity analysis of the illustrated model when ¢, and v, changes

Parameters Production Defective Production Screening Business Average Profit

(ca, o) rate (P*) rate (6*) time (¢7) time (¢3) period (7%) (AP*(P*,T*))
=5, vp=11 72.47 0.274 36.51 45.63 49.83 1379.53
¢, =6, vp=12 79.39 0.280 35.66 44.57 48.78 1506.42
Co =1, v9=13 86.33 0.285 3491 43.63 47.83 1627.24
=28, vp=14 93.27 0.290 34.22 42.78 46.98 1741.95
=9 v=14 93.27 0.290 34.16 42.70 46.90 1728.89
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e Table 3.11 shows that when ¢, and v, increase simultaneously, the production rate (P*),
defective rate (0*) and average profit (AP*(P*,T*)) are also increasing respectively but
production period ¢7, screening period ¢35 and business period 7™ are decrease.

3.6 Conclusion

In this chapter, an imperfect production inventory model has been considered in which the
screening of produced items has been incorporated with the advertisement dependent
demand. Normally, such type of model is very useful for the product of saree (cloths), the
commodities made by brass etc. specially for developing countries. Here advertisement and
demand rate both are increasing with time at a decreasing rate. A realistic approach of
screening has been adopted in which the screening rate is less than or equal to the production
rate as well as greater than the demand rate. Further, the rate of producing defective items has
been considered as a function of production rate. Then, to get the optimal production period,
production rate, rate of producing defective items and business period, the profit function has
been optimized by developing algorithms. Finally, the numerical illustrations with sensitivity
analysis have been given to study the feasibility of the proposed model simulating the effect
of changes in the various parameters involved in the objective function. This generalization is
vital to accommodate many more real world complications. So, from this study the following
conclusions can be drawn:

(1) The advertisement has a good impact to increase the customer demand.

(77) Increasing the screening rate, the average profit can be increased by decreasing the de-
fective rate through less production. So, it can be concluded that screening rate and pro-
duction rate can not be increased simultaneously to get the optimal profit.

(74i) When depreciation rate increases, the selling rate (customer demand) decreases.
Henceforth, production rate, total business period and average profit decrease.

(7v) When the advertisement cost and demand rate of customer increases simultaneously,
initially the average profit increases, after that the average profit decreases. Because
at first advertisement attracts more customers. As a result, the demand rate increases.
But later, advertisement cost increases, the rate of demand does not increase as much as
previous due to market saturation. So from this study, any manufacturer company can
find the optimal advertisement rate and corresponding cost.

(v) If the salary of the labour (i.e., labour cost) is increased then the tool material cost is
decreased due to the sincere care of the labour. So, it is concluded that when the labour
cost is increased, then the average profit is also increased due to the more decrease to
the tool material cost.
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Chapter 4

An EPQ model with promotional demand
in random planning horizon: population

varying genetic algorithm approach!

4.1 Introduction

One of the key features of an Economic Production Quantity (EPQ) model is that the quality
level is not subject to control, i.e., the defective items sometimes may also be produced
during the production run time. These defective items may be discarded or sold at a reduced
price (cf. Das and Maiti [48], Gumasta et al. [83]) or may be repaired / reworked (cf. Manna
et al. [147]) and then that items are reached to the customers. In 2000, Salameh and
Jaber [184] developed an EPQ model with imperfect quality items. Then Goyal and
Cardenas-Barron [78] extended the EPQ model of Salameh and Jaber [184] considering the
rework of imperfect items. Khouja and Mehrez [114] and Khouja [115] extended the
imperfect production process with flexible production rates to reduce the imperfect rate.
Husseini et al. [92] and Sana et al. [185, 186] also discussed the volume of flexibility policy in
production. In practice, it is observed that the screening process is essentially required to sort
out the imperfect items which are to be reworked. So, in most of the existing literature, the
imperfect quantities are either rejected or fully screened in a single cycle for a single item.
But, till now, no one has considered a multi-item multi-cycle EPQ model for imperfect
quality items with rework.

Moreover, the inflation and time value of money play an important role in long time

'This model published in Journal of Intelligent Manufacturing, SPRINGER, 27(1), 2016, 1-17.
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business concerns, especially in the developing countries. Therefore, the effect of inflation
and time value of money can not be ignored in real situations. To relax the assumption of
inflation, Buzacott [12] and Dey et al. ( [55], [57]) simultaneously developed an EOQ model
with a constant inflation rate to all associated costs. From these literature survey, it is
known that no one has considered inflation and time value money together in a
imperfect production inventory model.

In the present competitive market, to increase the sale of items, the inventory/stock is
decoratively displayed to attract the customers. In this context, many researchers considered
the stock dependent demand (cf. Chan et al. [20, 22], Das et al. [49]) instead of constant
demand (cf. Dey et al. [55], Jana et al. [105]). Wadhwa et al. [209] also established the
impact of product availability for impulse demand. All these factors are virtually depending
on selling price and mode or regularity of the advertisement. Basically, the demand rate may
change due to different market conditions. But, there may be some dedicated customers who
are accustomed to a particular brand and they wait for that product until it is available.
Therefore, the demand of any item must have a minimum value. So, the demand of an
existing product can be considered as D = A + B, where A represents the minimum
requirement from the loyal customers who buy this product regularly and B represents the
varying demand from the disloyal customers. The volume of these disloyal customers
depends on the attractive contract terms, e.g. long-term relationships, quantity discounts, low
selling price for high quality items, terms of payment and delivery. Another relevant and
important scenarios are often accompanied by an intensive promotion campaign or
advertisement. In all the existing literature, the different demand parametric values are taken
by intuitions (Barron and Sana [13]). But, till now, no one has considered the estimation of
different demand parameters from market survey in imperfect production inventory
model.

Normally, it is seen that the production inventory models are developed in infinite planning
horizon (cf. Wang and Chan [218]) because it is assumed that in production inventory process,
the related various parameters remain constant over the future infinite time. But, in reality, it
is not correct due to several reasons such as variation of inventory costs, changes of product
specifications and designs, technological changes due to environmental conditions, availability
of product, etc. Moreover, for seasonal products like fruits, vegetables, warm garments, etc.
business period may not be finite. Das et al. [49], Ali et al. [5] and others supported this idea.
Rather for seasonal products (like, different type of juice, medicines,etc) the planning horizon
is not fixed, it varies over the years and may be considered as a random variable with some
probability. Moon [155] considered such type of horizon with exponential distribution for an
EOQ model. Then, a lot of research works has been done in this field (cf. Roy et al. [182]).
Very recently, Jana et al. [105] considered the random planning horizon for an EOQ model
with shortages. But, none have considered the random planning horizon for a imperfect
production rework model. The detailed comparative statement of the proposed model with
the existing literature has been given in Table 4.1.
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Table 4.1: Summary of related literature for multi-item EOQ/EPQ models

Author(s) EOQ Production Demand Reworked of Inflation and Time Multi
/EPQ rate rate imperfect items  value of money -item
Das et al. [49] EPQ constant stock dependent No No No
Jana et al. [105] EOQ NA stock dependent NA Yes Yes
Roy et al. [182] EOQ NA stock dependent NA Yes No
Yang et al. [232] EOQ NA stock dependent NA No No
Taleizadeh &
Nematollahi [203] EOQ NA uniform NA No No
Present model EPQ Demand advertise and selling  Yes Yes Yes
dependent price dependent

In this chapter, a multi-item production inventory model with promotional effected demand
under space constraints has been formulated. In the underlying EPQ model, the production
rate has been considered on the basis of demand of the market and the production cost is
taken as Khouja function (Khouja [115]) in the random planning horizon. The present study
provides the rework facility of the unsatisfactory products. A constant rate of inflation is
also introduced in the uncertain time scale. To our knowledge, these issues have not been
considered together by any researcher earlier. Moreover, here we perform a numerical
study from a market survey with a statistical test which enhances the feasibility of the
model.

4.2 Notations and Assumptions

The following notations and assumptions have been used to developing the proposed
model:

4.2.1 Notations

The following notations are used throughout the entire chapter (for the j-th item).

g;(t) : On hand inventory of i-th cycle at time ¢ for perfect quality, (i = 1,2, ...., N 7.
q7(t) : On hand inventory of last cycle at time ¢ for perfect quality.

()’ : Maximum inventory level for perfect quality.

P7  : The production rate of each cycle.

I . Advertisement effort.

D7 : Demand rate of each cycle for perfect quality.

N’ : Number of fully accommodated cycles to be made during the prescribed time horizon.
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: Duration of a complete cycle.
Duration of production in each cycle.
: Percentage of perfect quality.
: Percentage of reworking to be perfect quality items from imperfect quality items.
: Production cost per unit.
Screening cost per unit item.
Reworking cost per unit item.
: The inventory holding cost per unit time for perfect quality item.
Selling price per unit for perfect quality item.
: The discount rate.
: The inflation rate which is varied by the social economical situations.
(=r-k) The discount rate minus the inflation rate.
: The length of time horizon.
: Total number of items.
Space required for storing j-th item per unit.
: Total space available in the system.

4.2.2 Assumptions

The following assumptions have been used to develop this model.

@

(i)

(111)

In this production system, the multiple items are produced in the form of perfect and
imperfect quality. The perfect quality items are directly ready for sale and some of the
imperfect quality items are reworked to make as good as perfect. The rest imperfect
quality items which may be too much expensive to make as perfect quality items, are
disposed.

In this model the production rate (P7) has been considered as P/ = P+ P/ D’ '
where (a) £ = Minimum production (which is constant) per unit time and (b) P} DJ =
The portion of the production which varies directly from the market demand per unit
time.

Here, demand of the items are inversely and directly proportional to the selling price
and advertisement respectively with constant coefficients which are estimated from the
market survey. The mathematical form of the demand rate of each item is:

Di(vi,s7) = D} + Di(s7) + Dj(17), where (a) D} = minimum demand(which is
independent of advertisement effort and selling price) for each cycle.

(b) DI(s7) = Aj‘:;m_“%j_sj where A7 is positive constant and s/ € [s . s/ 1 for each j.

] min’ “max
. " g _ Py s .
Here -4 D}(s7) = A7 Z’;’"ﬂ < 0. This shows that the demand D1 (s’) is decreasing

ds? _Sin,in)2
function of the selling price s/. When s/ = s/ then D{(s’) = 0 and when s/ = s

then the market has unlimited demand. i.e., DJ(s’) € [0,00), for s/ € [s’ . sI
=12, M.

J
min

| for
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(c) DI(i) = ki(1 — where «7 is positive constant for each j and it is estimated
2 P J

J+1
from previous data by a curve fitting method. Here —Dj( 7 = ( J'fil)z > 0 and
d‘ijg D7) = ( ]i"lﬂ)g < 0 which shows that D}(17) is increasing with 17 and the rate

of increasing is decreasing for each j. When Vo= 0, Dé(ui ) = 0and ¥ — oo,
Dj(v7) — 7. i.e., the demand is / (which is maximum) for unlimited advertisement
effort. i.e., D5(v7) € [0, k%], v/ € [0, 00) for j=1,2,...,M.

(iv) The ratio of perfect and imperfect quantity items and the rework rate are constant through
out the time horizon.

(v) The length of time horizon, H is a random variable and the corresponding real value is
h which follows an exponential distribution with probability density function (p.d.f)

e ™M h >0
f(h) = { 0, otherwise @.1)

Here, A\(> 0) is the parameter of the distribution.

(vi) The time horizon completely accommodates first N7 cycles and end during (N7 + 1)th
cycle.

(vil) Lead time is negligible and shortages are not allowed.
(viil) The effects of inflation and time value of money have been considered.
(ix) The initial and terminal inventory levels in each cycle are zero.

(x) The promotional effort is an important management strategy to introduce a new product
to the customer when it is lunched to the market. The promotional efforts are free gift,
discount offer, delivery facilities, better services and advertising etc. Now-a-days, this
strategy is applied for any management system.

(xi) Per unit production cost follows Khouja [115] function and it is of the form: ¢/(P7) =
o+ ( Pj)nj + (P7)PiM7; where ¢ is the raw material cost which is independent of

production rate. L7 is the labor charge and MY is the tool wear and tear cost respectively.

Here, 7/ and p’ are so chosen to best fit the production cost function. Also, ( p%)n; is a
per unit cost component that decreases with increase of the production rate. (P7)*i M7
is a per unit cost component that increases with the production rate and that may result

from the increased tool at a higher production rate.

4.3 Mathematical Formulation of the Proposed Model

In this model, simultaneously more than one item are produced in both perfect and imperfect
forms. The produced items are screened 100% and the repairable items are reworked and
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returned to the inventory of the good items. The perfect quality items are disposed to the
customers as per their demand rate (as discussed in assumption (7iz)). Such EPQ model is
formulated in random time horizon scale which is taken as exponential distribution. The model
also assumes the existence of a pair of mutually exclusive events for the last cycle. For the
development of this model, we assume the time horizon H (random variable) to accommodate
completely N7 cycles of equal time period 77, for j-th item.

4.3.1 Formulation for i-th (1 < i < N7) Cycle of j-th Item

In this case, the initial stock of the i-th cycle is zero and it starts the production with a rate
PJ. As the production and rework continues, the inventory begins to pile up continuously after
meeting the demand of rate (D7) of the customers. The production of the i-th cycle continues
upto the time (i — 1)77 + t{ and again it starts at time 77 for next cycle. Each cycle ends with
zero inventory. During the cycle period [(i — 1)77,T7], the inventory rate increases with the
production rate of perfect item and the rework rate of the imperfect item as well as it decreases
along with the demand rate.

Hence, the differential equation to describe the inventory level ¢/ (t) € (i — 1)T7 <t < iT7 is
given by

dgl(t) [ BIPI4+8(1—BI)PI - D, (i-DT <t <(i- DT+
“at | -DY (i —)T9 48 <t <iT7

subject to the boundary conditions: ¢/[(i — 1)7] = 0 and ¢ [iT7] = 0
The above differential equation is linear with unit integrating factor. Therefore, the inventory
level is given by the solution:

| {9 + (1 B)}(P + P DY)
a/(t) = =it — (i - 1)1, (- <t<(i—-1)T+8 42
Di(iTi —t), (i — V)TV + 1 <t <iT?

The above ¢/ (¢) is a continuous function on the defined range of interval [(i — 1)77,iT7],
therefore

g/ ((i = )T? + 1 = 0) = ¢/ ((i = )T? + ] +0)
e {f + 61— )P+ PID)t = DIT (4.3)

Therefore, the present value of production cost of the jth item during the ith (1 < i < NY)
cycle is given by

j i Rt i i 1y RtJ\ —R(i—1)T9
PC! = c;/ - Pedt= SR+ PD)(1— e M)e” =1
(i—1)T19
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4.3. MATHEMATICAL FORMULATION OF THE PROPOSED MODEL

Present value of screening cost of the ith (1 < i < N7) cycle is given by

, DT o o ; -
SC = d, / Ple ™ dt = =L(P] + P/ D7)(1 — e ) -
(i—1)T9 R

Present value of reworked cost of the ith (1 < i < N7) cycle is given by

: 0TI |
e = Tg/ (1~ p)Ple” ™ dt
(i—-1)T19
J ) 4 o j | j
— %51(1 — B)(PJ + PIDI)(1 — e Bt e RG-DT

Present value of holding cost of the inventory for the ith (1 < ¢ < N7) cycle is given by

. . (i_l)Tj‘f‘t{ ) T '
nel = wif dweas [ qoea
(

i—1)TJ ()Tt
W N o

— ECQ [{Bﬂ +6(1— B HPI + PiDI) — D]:| {1 a4+ Rt{)e—Rtl}e—R(z—l)T
hi D7

RZ

T {R(TY — t]) + 1} | R0

Present value of sales revenue for the ith (1 < i < N7) cycle is given by

iTI .
SR{ = Sj/ Die ftt gt = %(1 — e—RTj)e—R(z’—l)Tj
(i—1)T7

Therefore, total profit after completing N7 full cycles is given by

NI
TP(TV) = Z[SRg—PCf—SCg—RCg—HGg}
=1
s/ D IR S B R NV Y ~RY]
=[S (1= ) — {4+ 1l (L= BOHE + PIDY)(1 - )
hi , . : , o , , ;
— s 18+ 8= )P+ BID) — DV H{1 - (14 Ri)e™)
hiDI 1 — e MR

—RTY j j —RtJ .
—F{e —{R(T? —t]) + 1}e H s (See Appendix B).
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Since f(h) is the p.d.f of the planning horizon H, therefore the expected total profit in N7
complete cycles is given by

. © (NI +1)T7 o
E|TP(T = TP(N?,T7) f(h)dh
TPT = 5 | rrae. o)
B [stj
R

hi . . , , o ’ . j
_R—Cz{{ﬁﬂ + 51(1 — ﬁJ)}(pg + _leDJ) _ DJ}{l . (1 + Rt{)e‘Rtl}

hiDi AT

—RTJ i 4d —RtJ :
?{e —{R(T? —t]) + 1}e H el (See Appendix B).

; 1. o , , . R
(1= ) = e+ & + 720 (L= BOHR + PD)(1 — e ™)

4.3.2 Formulation for Last Cycle

In this case, the initial stock of the last cycle is zero and starts production with rate P7. As
production and rework are continue, inventory begins to pile up continuously after meeting
demand with rate D?. Production and reworking of last cycle stop at time N7/7T7 + t{. During
the time [N/T7, N7T7 + t]], the inventory rate increases with production rate of perfect item,
rework rate of the imperfect item and decreases with demand rate. And during the time
[NITI + ¢, (N7 4 1)T7 ] inventory level decreases with demand rate. Hence, the differential
equation describing the inventory level ¢} () in the interval N9T7 < ¢t < (N7 + 1)T7 is given

dqj(t) _ [ BIPI4+§(1— )P~ DI, NITI <t < N/TI +1]
—Di, NITI 4] <t < (N7 + 1)1

subject to the boundary conditions: q{(N IT7) =0 and qf-;((N T+ 1)T7) =0.
The solution of above differential equation is given by

{9 + (- B)}(P + P{DY)
g (t) =< —Di|(t — NITY), NITI <t < NITJ (4.4)
Dj{(Nj+1)Tj —t}, NITI 4+ ¢5 <t < (NI +1)T9

The above equation indicate the amount of stock at any time during the last cycle. More-over,
the parameter h present in the expression of last cycle is a random variable follows exponential
distribution (as discuss in assumption (v)). For simplicity we consider two cases depending
upon the cycle length.
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Case-I: when N7T7 < h < N/T7 4 t]

: ! Inventory of perfect
; ! quality items
| [
\

AAAAN

|
|
|
:
|
0 4 T 2T 3T ()T

Inventory

Figure 4.1: Graphical Representation of Inventory Model for case-I

As like earlier, the present value of production cost of the jth item for the last cycle is given
by

; ok ‘ o o .
PC%1 = c;[/ . ‘Pﬂeth dt] = Ef(Pg + PfD])(efRN 77 _ e*Rh)
NITI
Present value of screening cost of the last cycle is given by
. ) h o A o .
SC}A = C‘;r[/ ‘ _Pe—Rt dt] = %(Pg + PIJDJ)(B—RN T e_Rh)
NITI

Present value of reworked cost of the last cycle is given by

C
NiTi

RCY = 7l / & (1 — phyPie tt dt] = %53(1 — B (P] + P} D¥)(e  tN7T7 — o= Fihy
Present value of sales revenue for the last cycle is given by
SR, = & Die Bt = = (e BN'T7 _ =Bl
1 . R
NITI
Present value of holding cost of the inventory for the last cycle is given by
h

HCL = 1| / (1) di

NiTJ

= L[+ 0= hE + PDI) = D[ (1 RO = N
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Case-II: when N7T7 +t] < h < (N7 4+ 1)1V

Inventory of perfect |
quality items

AAAAN L—AAN

|
|
|
:
| |
0 f T o 3T @yt i T ar YT H T

Inventory

Figure 4.2: Graphical Representation of Inventory Model for case-11

Similarly, the present value of the production cost for the last cycle is given by

' o pNITI] o o ; .
PCy = ¢ / Ple™dt = £ (Fj + P{D)(1 — e”")em "0
NiTJI

Present value of screening cost of the last cycle is given by

. NI o o ; -
SCy = C‘;T/ Ple Bt = =2(P] 4+ P D7)(1 — e 1) BNT
2 NITJ R
Present value of reworked cost of the last cycle is given by
A CNITIe] o i _ ' o ; o
RCy, = rg/ §(1 — Yy Ple Bt dt = Rfdj(l — B (P} 4+ P/ D7)(1 — ¢~ i) BN'TY
NITi
Present value of holding cost of the inventory for the last cycle is given by
‘ o NITI4 h '
nel, = wlf dwemas [ e
NITi NITI+]
hi . . : , o , , ; i
= & {8+ 67(1 = BO}(R + PID7) = D7) {1 = (14 Ref)e it b7
hl Di hl DJ
R? R?
Present value of sales revenue for the last cycle is given by

+2S (1= R{(V? + 1)TY — h}|e R 2 [(T9 — )R — 1)e *N'T o~

N o

A , , Digi -

SRy, = sj/ Die ftqt = = (e BNV _ o= Eh)
NITI

Hence, expected production cost for the last cycle (see Appendix B) is given by

A 00 (NI4+1)T9 A
E[PCY] = Z/_ - PCif(h)dh
Ni=0 NITI
cg(Pg—i-Plij) [ R
R{1 — e @D R4 )

{1 . 6—(R+A)t{} _ (1 o e—Rt{)e—ATj)]
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Expected screening cost for the last cycle (see Appendix B) is given by

) o0 (NJ+1) )

E[SCi] = Z/ ~ SCif(h)dh
Ni=o/N'T?

_ B +PD) R

B R{l—e(R“)Tj}[RJr)\{

. ef(RJrA)t{} —(1- eth{>€f>\Ti)
Expected reworked cost for the last cycle (see Appendix B) is given by

‘ 00 (NI41)T9 ‘

E[RCY] = Z/ ~ RCjf(h)dh
Ni=o Y NTY

&ri(1 6j)(Pj+Pij)[ R

R{1 RANTY LR+ A

- 67(R+,\)t{'} (- eth]l)ef)\Tf]

Expected holding cost for the last cycle is given by

' () NITI ] ' 00 (NI+1)T ]
E[HC]] = / HCY f(h)ydh+ / HCY f(h)dh

- o
Ni=o /N1 Ni—o Y NITI+t]

hj ) . . . . N4
= Jr ey [P+ P 0= BOHE + P = D] [ - )
A J —(R+N] G\ REA (=] AT
+R2(R+>\)2{{R(R+)\)tl+)\}e )\} {1 (14 R)e Ry (e e )}
)\thj .
_ c —(RHNTI _ _— (RN (R+M)H]
AT — e Me e PV} - R(R + N)em (R4 |

hJDJ A ‘ o o
R2{1 —(R+N)T7} [{(T] —t1)R — 1}{e Aty _ o= AT Ye Rtl}

Expected sales revenue from the last cycle (see Appendix B) is given by

E[SR}] = Z/NT SR”Lf(h)dh
Ni—=0 ITJ
Disi

. \ .
_ [ XTIy A (ReNTI _
R{1 — - ®NT7) (1= + e 3l

4.3.3 Objective of the Proposed Model

Therefore, expected total profit in the last cycle for jth item is given by the positive differences
of the costs from the sales revenue, i.e.,

E[TP(T7)] = E[SR}]~ E[PC}] - E[SC}] - EIRC]] - E[HCY)
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Now, total expected profit during the time horizon is given by adding the total expected profit
of N7 complete cycles and expected total profit for last cycle and summing over the number
of items. i.e.,

E[TP] = Y E[TP(T')|+ Y E[TP(T)] (4.5)

In the present chapter the decision manager with its limited space investigate the optimum
decision variables 77 in such a manner that the total expected profit is maximum. Hence the
problem becomes:

M M
Maximize E[TP] =" E[TP/(TV)|+Y  E[TP|(T)] (4.6)
j=1 j=1
M
Subject to the constraint: Z Q) <B 4.7)
j=1

4.4 Solution Procedure

The proposed model is numerically solved through following steps:
Step-1: Consider the minimum demand rates of the items Dj.

Step-2: Estimate the other demand parameters.

Step-3: Receive the other input parameters.

Step-4: Hypothetically, propose the available space.

Step-5: With the help of above data, decision variables T, 7 are optimized through GAVP,
described in section 2.4.4.

4.5 Numerical Illustration

To find the different input parameters of the demand function, we consider the market survey
at “Sarama Steel Furniture, Midnapore, Paschim Medinipur, W.B., India”, for two different
items: steel almiraha and steel bed. The minimum demand be Dg estimated by considering
the minimum demand for the year-2012, D{=49 unit and D3=47 unit.

The second term of demand expression D (s’), sl . =Rs.72 s, =Rs.75. Other constant
parameters A’ and s/, are estimated using the method curve fitting from the average daily

demands of 7 months ( during this months the selling prices are different).
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Table 4.2: Market survey for estimating D{ (s')
Markets — | Jan’12 | Feb’12 | Mar’12 | Apr’'12 | May’12 | Jun’12 | Jul’12

s*(Rs.) 88 89 90 91 92 93 94
D (unit) 55.8 54.6 53.1 52.9 52.3 51.5 51.3

Following Appendix B, the estimated values are: for the first item A! = 10.20, s = =

max

Rs.98.30, and similarly for the 2nd item A? = 7, s2, = Rs.98.00. Again, the demand
parameter k7 present in the third term are also estimated from the daily market demand about
7 months ( January, 2007 to July, 2007) (This survey is made in the period, when selling price
is fixed at Rs. 91) by increasing advertisement efforts month to month.

Table 4.3: Market survey for estimating D2 (v!)
Days — 1 2 3 4 5 6 7

vt 8 11 14 17 | 20 | 23 | 26
D'(unit) | 58.3 | 58.8 | 59.1 | 59.5 | 59.8 | 60.2 | 60.8

Following Appendix B, the estimated value: for the Ist item k' = 6.97 and similarly for the
2nd item k% = 4.0. Other input parameters are: A\ = 0.1009, R = 0.39, D' = 59.56 unit,
D? = 51.81unit, B' = 0.95, 3% = 0.94, 6' = 0.86, 6> = 0.87, 71 = 0.3, 7y = 0.83, L' = 6,
L? =16, Mt = 2, M?* = 2.5, p; = .03, p, = .031, ci = Rs. 34, c% = Rs.28, v = 20,
v? =16, s' = Rs.91, s* = Rs.95,r! = Rs.2,7? = Rs.2.02, ¢}, = Rs. 1.5, ¢, = Rs.1.25,
hl = Rs.2.10, h? = Rs.2.12.

Now, using above input values we get the optimum expected profit which given computational
result Table 4.4.

Table 4.4: Optimum results of the illustrated model
ITEM | T’(unit) | #(unit) | Q7(unit) | P’(unit) | E(PC7)(Rs.) | ETP(Rs.)
ITEM-1 7.60 3.67 234.08 | 124.20 37.72 6914.45
ITEM-2 | 4.53 1.97 132.85 | 120.31 31.19

The graphical representation of the fitness value of E7'P for different number of generations
are given in the following figure:
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4.5.1 Sensitivity Analysis

The change in the values of parameters may happen due to uncertainties in any
decision-making situation. In order to examine the implications of these changes, the
sensitivity analysis will be of great help in decision-making. The numerical example given in
the preceding section, the sensitivity analysis of various parameters such as advertisement
efforts (v!, v?), inflation effect (R) and mean (\) of exponential distribution has been done.
The optimal values of 7' and 77 along with the maximum expected total profit have been
calculated for different values of v!, v?, R and ). The results of sensitivity analysis are
summarized in Table 4.5 and Table 4.6.

Table 4.5: Sensitivity analysis on advertisement parameters v; and v,

Advertisement effort ~ Advertisement effort ~ Demand rate Demand rate Expected total profit
1stitem (v1) 2nd item (v2) Istitem (DY)  2nd item (D?) (ETP)
14 59.522 51.783 6907.36
15 59.522 51.800 6908.84
18 16 59.522 51.814 6910.15
17 59.522 51.827 6911.31
18 59.522 51.839 6912.36
14 59.540 51.783 6909.62
15 59.540 51.800 6911.09
19 16 59.540 51.814 6912.41
17 59.540 51.827 6913.57
18 59.540 51.839 6914.62
14 59.557 51.783 6911.66
15 59.557 51.800 6913.14
20 16 59.557 51.814 6914.45
17 59.557 51.827 6915.61
18 59.557 51.839 6916.66
14 59.572 51.783 6913.51
15 59.572 51.800 6914.99
21 16 59.572 51.814 6916.30
17 59.572 51.827 6917.47
18 59.572 51.839 6918.51
14 59.585 51.783 6915.20
15 59.585 51.800 6916.68
22 16 59.585 51.814 6917.99
17 59.585 51.827 6919.16
18 59.585 51.839 6910.21
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Table 4.6: Sensitivity analysis when R and A changes

Percentage change in R | Percentage change in A | Percentage change in | Percentage change in
[T, 17 expected total profit
-7.69 0 [0, +8.34] +6.76
-2.56 0 [0, +2.63] +2.19
0 0 [0, 0] 0
+2.56 0 [0, -2.5] -2.14
+7.69 0 [0, -7.14] -6.23
0 -0.20 [+0.2, 0] -0.04
0 -0.30 [+0.3, 0] -0.06
0 -0.40 [+0.4, 0] -0.08
0 +1.09 [-1.08, 0] +0.22
0 +2.08 [-2.04, 0] +0.41

4.5.2 Discussion and Managerial Insights

The proposed model and its numerical character help the decision maker to make different
managerial decisions. Here, the demands of the items are affected by more than one influence
(advertisement and selling price) and the affections are find-out by method of estimation.
From Table 4.5, it reveals that with the frequency of advertisement the market demand varies
proportionally, which gives more profit for more advertisement. In numerical point of view,
the following decisions can also be made, which are also reflected from the figures

(1) Figure 4.4 shows that higher selling price implies lower production rate.

(i1) Figure 4.5, 4.6 and 4.7 indicate that inventory is a convex function of selling price,
demand rate and production rate respectively.

Significant management implications for the practical application of the proposed approach
are as follows. The obtained optimal order quantity is a crisp and precise solution, although
the inventory problem is stochastic. This is important to decision-makers since one of their
major concerns is how to find the precise target values for order quantities when some data
are uncertain in terms of stochastic. Moreover, the proposed research work lights to the newly
established companies with considerable input parameters.

4.5.3 Comparison between the Demands by ANOVA Test

Comparison test of the demands of the 1st item present in Table 4.2 and Table 4.3 with constant
demand D} = 49 by ANOVA test. For convenience, let X; (i) = D}, X5(i) = D'(i)(presented
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in Table 4.2) and X3(i) = D' (i)(presented in Table 4.3), fori = 1,2,...,7.

Then, the corresponding means are, X,=49, X, =53.07 and X35 = 59.5.

The total sum of squares be S'S; = 412.73, with degree of freedom df; = 20.

Between groups sum of squares be S5, = 329.36, with degree of freedom df, = 2.

And within groups sum squares be S.S,,= 20.37, with degree of freedom df,, = 18.

Therefore, F = % with (k-1, N-k)d.f where s7 = 258 and s2 = 32% is given in the
following Table 4.7.

Table 4.7: Table for different demand pattern ANOVA test

Sources of variation Sums of squares df Variances F
Between groups 329.36 2 196.18 173.31
Within groups 20.37 18 1.13
Total 349.73 20

The critical F' values (df=2, 18) are quoted below.
Fos502,18) = 3.55, Fi(2,18) = 5.61
As the computed F' is found to be higher than the critical F' for 0.01 level also, the computed
F is significant beyond the 0.01 level (P < 0.01). Hence, there is a significant added treatment
component between the groups.

4.5.4 Practical Implications

A manufacturing system may be illustrated as follows: Let an automobile industrial company
produces two different types of vehicles. The company has a showroom of fixed space to store
the vehicles (say, 500 acre land). Each of the items has its different demand rate and other
parameters. The decision managers of the company decide that how much of each quantity is
produced? and what will be the length or frequency of the production cycle ? In such a real
life problem, the present model can be implemented.

4.6 Conclusion

For the first time, this model presents a production inventory model for multi-item with
constant rate of reworking the defective items in finite time horizon employing the net present
value in the objective function. Moreover, the time horizon is randomly distributed. The
demands of the items have a promotional effort due to the selling price of the items and
frequency of the advertisement. The proposed model provides an optimal cycle length in the
random time period, production quantity on the basis of total expected profit. The described
model is optimized through the population varying genetic algorithm. Finally, numerical
examples are considered through a market survey.
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Chapter 5

A deteriorating manufacturing system
considering inspection errors with
discount and warranty period dependent

demand

5.1 Introduction

The classical economic production quantity (EPQ) models assume that the production system
is free of failures and all items produced are perfect [194]. Many research efforts have been
made to extend the classical EPQ model by loosening various assumptions. In real world
manufacturing system, the quality of the product is not always perfect but it is dependent on
the product design and stability of the production process. However, the production process
starts in an in-control state by producing perfect items, and then it may become out-of-control
state by producing mixture of perfect and imperfect items due to deterioration of machinery
system as well as other factors. Porteus [166] was one of the researchers to consider the
situation where the production process may shift from an ‘in-control state to an
‘out-of-control state with a given probability. Rosenblatt and Lee [181] considered an EPQ
model that deals with imperfect quality. They assumed that at some random point in time the
process might shift from an in-control to an out-of-control state, and a fixed percentage of
defective items are produced. Liao [135] studied imperfect production processes that require
maintenance. They considered two states, namely the in-control and the out-of-control states
of the production process. It is seen that the maintenance process improves a production
system to a perfect state.
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Most of researchers on the EPQ models with imperfect production process considered the
inspection process for searching the defective items to be perfect i.e., error-free. But in
general, this assumption is not true in real business world. Practically, the inspection process
is not error free due to different types of factors related to machine and human factors in the
system. It may be a possibility of Type I error (falsely rejecting non-defective items) or Type
IT error (falsely accepting defective items) in any industry. Salameh and Jaber [184] studied a
joint lot sizing and inspection policy for an EOQ model when a random proportion of the
units in a lot are defective. They assumed a 100% screening process with no human error.
Raouf et al. [172] is one of the researchers of inspection policies who showed for the first
time that inspection process is not entirely correct as it is controlled by human. Raz and
Bricker [174] considered inspection errors during screening in an production process.
Rentoul et al. [175] studied several ways of inspection errors in manufacturing system which
are made by comparing inspection points with a solid model of the desired component. Wang
and Sheu [212] considered inspection errors on an optimal production, inspection and
maintenance policy. An inventory model in an imperfect production process with the
preventive maintenance and inspection errors is considered by Darwish and Ben-Daya [47].
Duffuaa and Khan [66] studied the optimal inspection policy under different kinds of
misclassifications. Wang [215] considered inspection policy with two types of inspection
errors to accept the economic production quantity for real world applications. Khan et
al. [112] generalized Salameh and Jaber’s [184] model by considering the imperfect
screening process and adopting the approach of Raouf et al. [172] to depict the
misclassifications. Hsu and Hsu [94] developed an economic order quantity (EOQ) model
with imperfect quality items, inspection errors, shortages and sales returns.

Any manufacturing system produces perfect as well as defective items. A reworking cost
is allowed to make the defective items as new as the perfect one through some reworks. This
rework policy plays an important role in eliminating waste and affecting the cost of
manufacturing. Therefore, determining the optimal lot size in a system that allows for rework
is a valuable objective for maximizing profit. Hayek and Salameh [97] and Chiu [38] studied
the determination of optimal production lot size with reworking of defective items. Flappera
and Teunterb [73] showed how reworking plans could reduce the costs keeping the
environment from disposal pollution. Chen [30] and Chiu et al. [38] proposed a more general
model that allowed a certain proportion of reworked units to be scrapped.

In practice, the manufacturer and retailer usually offer a warranty for all selling items for
the specific warranty period due to increasing the selling rate and reliability of product.
Warranty period of a product is a duration in which a purchased product provides satisfactory
performance to the customer. If any purchased product failed to work within its warranty
period, then the servicing center replaces it with a new item or repair the product by replacing
one or more parts. Due to this reason, a manufacturer considers warranty cost if there exists
free-warranty on selling items in the warranty period. Wang and Sheu [212] investigated the
imperfect production model with a free warranty for the discrete unit item. Wang [213]
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studied the production process problem to consider the sold product with free warranty. Yeh
et al. [235] developed a production inventory model considering the free warranty and
derived the optimal production cycle time.

Recently, the most of the inventory models have generally considered the various demand
functions for the business period, such as constant, stock-dependent, time dependent, selling
price dependent etc. But in real life, the assumption is not always true in general. The
demand may vary with selling price discount and warranty period of the product. The
retailers and users are both lured by the displays, advertisements, selling price discount and
warranty period. For example, mobile, computers etc., lead to greater sales for selling price
discount and warranty period. From previous researches, inventory models incorporating
warranty-dependent demand have been widely studied. Chung [44] considered the economic
production quantity (EPQ) model with the warranty period-dependent demand, effects on
inspection scheduling and supply chain replenishment policy. Nevertheless, the integration
issue in two entities, both the warranty period and selling price discount effect on demand
and sales is ignored in above researches. First time in this model, we consider a new type
of selling rate which depends on both selling price discount and warranty period. The
detailed comparative statement of the proposed model with the existing literature has been
given in Table 5.1.

Table 5.1: Summary of related literature for EPQ/EOQ models

Author(s) Production Imperfect Inspection Time (7) which Rework of Warranty Warranty policy
inventory  items error shifts in-control imperfect  Policy and discount
model inventory to out-control item dependent demand

Chakraborty and Giri [17] / v v v

Chung [44] v v v

Hayek and Salameh [97]  +/ v v

Hsu and Hsu [94] Vv v

Khan et al. [112] Vv v

Liao [135] v v v

Ma et al. [146] v v v

Rosenblatt and Lee [181] 1/ Vv

Taheri-Tolgari et al. [199] / Vv Vv Vv

Wang and Sheu [212] v v v v

Wang [213] v v v v

Yeh et al. [235] i Vv v

Present model v vV vV vV Vv Vv Vv

In this chapter, we consider imperfect production inventory model in which the
production process shifts from in-control state to out-of-control state at any random time.
Also we consider discount and warranty period dependent selling rate with replenishment
policy. Here, we develop a new type inspection errors to inspect the imperfect items.
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Type 1 error has possibilities of two types such as (i) when a non-defective items are rejected
and (i) when a non-defective items are submitted in reworked cell. Here, rejecting a
non-defective item manufacturer loses the good one. For the second case, there is no loss of
manufacturer since it will be detected as a non-defective in the reworked cell again.
Simultaneously, Type II error is also considered in this model where the acceptance of the
defective item has been considered as a non-defective item and due to that it has a risk to a
customer. Due to Type-I inspection error, a conforming item may be falsely selected as
defective item. As a result, it may be put into (i) rejected item’s cell, where the item is treated
as rejected or (ii) reworked item’s cell, where the item is prepared for reworking, but without
any rework the item is transferred to the conforming item cell. Due to Type-II inspection
error, a defective item (either rejected or reworkable item) may be falsely accepted as
non-defective item. As a result (i) a rejected item may be sold to the customer as a
non-defective item and obviously it is returned back from the market. Then a new
non-defective item be replaced instead of the rejected item to the customer by the
manufacturer or (i7) a reworkable item may be sold to the customer as a non-conforming item
without any necessary rework and it is also returned back to the manufacturer from the
market. Then after some necessary reworks, the manufacturer returns back to the customer
with full satisfaction.

5.2 Notations and Assumptions

The following notations and assumptions have been used to develop the model.

5.2.1 Notations

The following notations are used throughout the entire chapter.

P : Production rate.

D Selling rate of manufacturer/demand rate customer.

Ui : Selling price discount parameter.

p Effective parameter of demand on warranty period.

T Random time with mean % after which the system shifts from an “in-control” state to

an “out-of-control” state for manufacturer.

01 . Percentage of defective items produced in in-control state.

0, : Percentage of defective items produced in out-of-control state (¢; < 6-).

) : Probability of rework rate of defective units per unit time.

¢, @ Production cost per unit.

csr © Screening cost per unit item.

h. : The inventory holding cost per unit time for products in production center.
cw : Average warranty cost for selling item.

s : Selling price per unit item sold for perfect quality.

¢, . Average reworking cost per unit item for manufacturer.

118



5.2. NOTATIONS AND ASSUMPTIONS

cq . Disposal cost per unit.

A 1 =(Ag+ o), set up cost of retailer.

¢, . Development cost.

my . Probability of a Type I error (classifying a non- defective item as defective).
mo : Probability of a Type II error (classifying a defective item as non-defective).

f(7) : Probability density function of 7.
¢(9) : Probability density function of 9.
¢(m, ). Probability density function of m;.
¢(msy). Probability density function of m..

Cq : The cost of accepting a defective item, where ¢, = ¢; + ¢;.
t : Production period.

tw Warranty period of selling item.

T : Total business period.

5.2.2 Assumptions

The proposed model is based on the following assumptions.

(4)

(i)

In a production system, a manufacturer produces a mixture of defective and
non-defective quality items and some portion of defective items are reworked at a cost.

In any production system, it is seen that initially in the production cycle, the production
process is in an in-control state, because every factors associated with the system are
fresh. But, due to continuous running of system these factors gradually losses their
perfectness. So, after some time (7) of production, the production process may shift
from the in-control state to out-control state. The time (7) is an exponential distributed
with a finite mean.

When the production process shifts to out-control state then this shift continues upto the
end of the production period. The production process will be reset to an in-control state
at the beginning of next production period.

According to assumption (i7), every one connected to the production has capability to
give its perfection to produce an item perfectly. So, during the period (0, 7), obviously
the number of imperfect items is small in amount but after this period it will be high.
Therefore, it is assumed that the defective rate (6;) in in-control state is less than the
defective rate () in out-control state and is given by

. 017 OStST
o = {92, r<t<t .1y

where 6; and 5 (f; < 65) be the percentages of defective items to be produced in in-

control state and out-of-control state respectively. Here the defective rates 6; and 6, are
considered to be distributed uniformly with a finite mean and variance.
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(v) In any production system, it is seen that every produced item may not be 100% perfect
due to different factors involved in the system such as machine, raw-materials,
unexpertised labour etc. So, there is necessary to inspect each item after production to
check whether the item is perfect or not. But, after inspection there may exist some
possibility that a perfect item is treated as an imperfect item and an imperfect item may
be considered as a perfect item which are known as type-1 error and type-II error
respectively. According to the production process proposed in the system, the defective
items are send to the reworked cell to convert into the non-defective items but, under
type-I error an item may be truly non-defective or defective. If it is non-defective then
it is send to the inventory of non-defective items after checking from the reworked cell.
Other hand, if it is defective then it is reworked on item and then send to the inventory
to the non-defective items, otherwise it is rejected completely from the rework cell.
Again in case of type-II error, an defective item is delivered as a non-defective item to
the customers. So after checking it by customer, it is send back to the manufacturer.
Therefore under type-II error the manufacturer is compelled to bear an extra cost as a
miss-classification cost.

(vi) We consider the warranty cost (c,,) per unit item is not constant, it is depend on the
production period (¢,,) and is given by

Cy = Q + btw (5'2)

(vii) Selling price (s) per unit item sold for non-defective item is not fixed always, we consider

. {80—7780, 0<t<t

S0, h<t<T (5-3)

where 7 is the discounts percentage of selling price .
(viii) Production rate is constant.

(iz) In this model, we assume that the selling rate which dependent both selling price
discount and warranty period due to increasing selling rate and reliability of product.
The selling rate is defined as

p - { Dotpt)e 0<t<t
Dy + ptu, t<t<T

where k is the effective parameter of demand rate on discount and p is the effective
parameter of demand rate on warranty period.

(5.4)

() Due to long run production process and increasing the duration of in-control state, refine
production methods and reduce production costs we consider devolvement cost (c,) as
the form ¢, = f(7), where

f(r) = vmaame (5.5)

Bo, 0<t<T
By + Bi(t — )" v omin, T <t <ty

(i) Production period (¢;) and warranty period (t,,) are decision variables.
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5.3 Mathematical Formulation of the Proposed Model

[Production Process]

lP

[ Inspection Process]

Successfully or falsely—l— Successfully or falsely s—
J (1-m,)gP+ my(1-0)P V(l-ml )(1-0)P +m,0P

Ymy(1-6)P+ 6(1-m,) 9P
[Nou—couferming Items]

>{Confermi]:lg Items]

I )
i Non-defective Defective ]
Non-defect
P ) (o, ) (o
—)l Rework Processl !
I_) EBefECti)ve +
-m,)op )
2 (1-6)m,6P |

Non-defective

|-> (1-y)m(1-9)P

I_) Defective
(1-6)(1-m, )P

A 4

[ Selling Cell ]

om,0P

vV v
Serviceing cell for | m,;0P
[€——> Customer

warranty product

’L]‘_J)mﬁ)P

Figure 5.1: Schematic representation of the production inventory model

This model considers a supply chain system between manufacturer and customer for single
type of products such as mobiles, in which the qualities of the production process and
inspection process are not perfect. In this manufacturing system, it is considered that
production, inspections and reworked processes are performed simultaneously. Here
production is started at a rate of P from the beginning and it continues upto the end of the
production run, ¢;. During the whole production period all produced items are inspected at
the rate of P. Initially, the production system starts from in-control state and continues to any
random time, 7 from which in-control state shifts to out-of-control state and it stays in
out-of-control state until the end of the production-run, ¢;. According to assumption (iv), the
probability of the number of defective items in in-control state is less than the probability of
the number of defective items in out-of-control state.

Further, since the inspection process is not perfect, hence it generates both Type-I and Type-II
inspection errors. During this process there is possibilities separate some non-defective
products as defective of amount m4(1 — 6;)P in in-control state and of amount m;(1 — 65) P
in out-of-control state. On the other hand, it classifies some defective items as non-defective
of amount ms6; P in in-control state and msf, P in out-of-control state. Here for sorting the
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items an inspection cost (c,,.) has been considered. After the inspection of the product the
portion ¢ of defective items are send in rework cell to covert it non-defective item as fixed
cost 7.. Then all confirming items are sent to the market with warranty period ¢,, and
warranty cost ¢,,. Figure 5.1 shows the relationship among production, inspection, selling and
rework processes. The consumption process continues at the customer demand rate (D)
according to the assumption (ix) until the end of business cycle time 7'. Since the time 7 is
random i.e., the time for which the system goes from in-control to out-control, depending on
the position of 7 with respect to the end of the production, the model has two different cases
such as Case /: 0 < 7 < t1; and Case [/: t; < 7 < oo; which are discussed as follows:

53.1 Case I: when 0 < 7 < t; i.e., the “out-of-control” state to be

occurred during the production-run time

>

Inventory

(1-0,)P-D

(1-6,)P D

.
>

T t, T Time

Figure 5.2: Graphical representation of inventory of selling item

In this case, the production period [0, ¢;] can be divided into two sub-intervals such as [0, 7]
and [7, t1]. During the time interval [0, 7], the production process is in in-control state and in
[7,t1] the process is in out-of-control state. Throughout the time interval [0, 7], the amount
of non-defective items, defective items and reworked items are (1 — 6,) P, §; PT and 66, Pt
respectively. Also on [7, 1], the amount of non-defective items, defective items and reworked
items are (1 — 0y) P(t; — 7), 0o P(t; — 7) and d0, P(t; — 7) respectively. During the inspection
period [0, 7], the inspectors accept defective items the amount of ¢, P7 in which the amount
of falsely accepted defective items and falsely rejected non-defective items are ms6; P7 and
(1 — v)my(1 — ;) P respectively. Also, the inspection period [7, ], inspectors accept the
defective items of the amount 0 P(t; — 7) in which the amount of falsely accepted defective
items and falsely reject amount of non-defective items are msfs P(t; — 7) and (1 — v)m4 (1 —
,) P(t; — 7) respectively. During the period [0, ], the inventory level increases due to excess
production after fulfill the customer demand upto time ¢ = ¢; at which the inventory level
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reaches at maximum. Therefor the behavior of the inventory level during the interval [0, 7] and
[7,t1] are given by

L(t) = {1-Q=9)m}1—-0)P+{1—(1—-6)(1—m)}to1P
—(Dg + pty)e™t, 0<t<T
and Ir(t) = [{1—(1—7)m}(1—=60,)P+{1—(1—0)(1—mgy)}62P
—(Do + pty)e™(t —7) + [{1 = (1 = y)ma}(1 — 61) P

{1 — (1= 0)(1 —mg)}01 P — (Do + pty)e™r, <t <t

Then during the period [t1, T'] the inventory level decline due to meeting customer demand and
it reaches zero at T'. Therefor the behavior of the inventory level during the interval [¢1, T is
given by

L(t)=D(T —t) = (Do + pto)(T — 1), i <t<T

Lemma 5.1. When 0 < 7 < tq, in a manufacturing system the business period (') must satisfy
the following relation in terms of production rate ( P), demand rate (D), warranty period (t,,)

and production period (t)

T - (DTlptw)H{l_ (1= 1)mi}(1 = 0)P + {1 — (1= 8)(1 — ma)}6aP + (D

ptu)(1 = ) b+ {1 = (1= )} + {1 = (1= 0)(1 = ma)} } (6 — 61) Pr]
Proof. Using the continuity condition of /5(¢) and I3(t) at ¢ = ¢; a relation is obtain as

{1 =@ =y)mi}(1 = 0:)P + {1 = (1= 8)(1 —ma)}boP — (Do + pto)e™ ]ty

{1 = A =y)ma} +{1 = (1 =6)(1 = m2)}|(02 — 61)PT = (Do + ptu)(T — t1)
ie., (Do + pty,)T = [{1 — (1 —y)mi}(1 = 0) P + {1 — (1 = 6)(1 — my)}6> P
+(Do + pto) (1= ]ty + [{1 = (1= )i} + {1 = (1= 8)(1 —ma)}](2 — 61) Pr

m [{{1 — (I =9)mi}(1 = 0) P+ {1 — (1 = 6)(1 — ma)}62P

(Do + pu) (1 =€) bty 4+ {{1 = (1= )} + {1 = (1= 8)(1 = ma)} } (62 — 01)Pr]

e, 1 =

Now, the proof is complete. []

Now, we derive the holding cost, manufacturing cost, rework cost, setup cost, inspection
cost, return cost, penalty cost, development cost and warranty cost in one cycle as follows.
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Holding cost:
During the period [0, T'], the holding cost is given by

[/OT h(t)dt+/:1 Ig(t)dt+/tT13(t)dt]

1

{1 =@ =m} 1 =8)P+ {1 - (1= )1 —m)}o P2t —72)
= (1= )mi} (1= 0P+ {1 = (1= 8)(1 = ma)}oP f (1 = 7)?

HC = h,
he
2

—(Do+ ptu)e" + (Do + ph,)(T =)

Manufacturing, inspection and reworked cost:

During the period [0, ¢;], total manufacturing, inspection and reworked cost is given by

PC = (¢ + ¢5) Pty + ¢,0(1 — mo){0, P17 + 02P(t; — 7)}

Setup cost=A, + %

Return and penalty cost:

The return cost including communication and reverse logistics per unit (C}), and penalty cost
per unit (¢;), due to inspection errors during the period [0, 7] is given by

RC = (¢; + ¢))mo{01 PT + 02P(t; — 1)}

Inspection error cost (or misclassification cost):

During the period [0, ¢;], inspectors accept the amount of #; Pt; defective items in which
falsely accepted amount of defective items and falsely reject amount of non-defective items
are mo{6y P17 + 05 P(t; — 7)} and my{(1 — 01) PT + (1 — 05) P(t; — 7)} respectively.
Therefore the inspection error cost is given by,

IEC =s(1 —y)mi{(1 = 6,)PT+ (1 —62)P(t; — 7)}

Development cost:

During the period [0, ¢;], the development cost is given by

T t Ymax —V B Ymax —V
Cy = [/ Bodt + / {BO -+ Bl (t - T)@k V—VUmin }dt] = BOtl + 71(t1 - T)Zekl V=Umin
0 T

Revenue from serviceable items:

During the period [0, 7], the amount of serviceable items (i.e., falsely accepted defective and
successfully accepted non-defective items) is [(1 — m){(1 — 61)P7 + (1 — 65)P(t; — 7)} +
ma{01PT + 02 P(t; — 7)}] at a unit selling price of s, so the sales revenue is s[(1 — mq){(1 —
01)PT+(1—05)P(t, — 1)} +mo{601 P+ 02 P(t, — 7) }]. Again, the amount of defective items
is returned from the customers’ due to Type-II inspection errors is mq{60y PT+602P(t; —7)} for
refunds at its full unit price s or replace by non-defective items, it incurs revenue loss which is
smao{601PT + 02 P(t; — 7)}. Further, the amount of returned non-defective items from rework
cell due to inspection errors is myy{(1 — 0;)P7 + (1 — 03) P(t; — 7)} and the manufacturer
obtained sales revenue smyy{(1 — 6,) P74+ (1 — 05) P(t; — 7)}. Also the amount of reworked
serviceable items is 6(1 — my){0, P + 6, P(t; — 7)} at the same unit selling price of s and
obtained sales revenue sd(1 —my){6; PT+ 02 P(t; — 7)}. Thus, the total sales revenues during
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the interval [0, 7] is given by

R = s{1-(1—-9)mH{A-0)PT+(1—-0)P(ti —7)}
+{d+ (1= 6)ma}{01 PT + 02 P(t1 — 7)}]

The warranty cost:
During the period [0, T'], the warranty cost is given by

WC = c,[{1—(1—=y)m A —-6)Pt+(1—6)P(t; —7)}

Therefore, the profit function of production system is given by during the time period
O<rt<ty

Tt tw) = (s—co){1 =1 =) m A —=0)Pt+(1—6)P(t; —7)}+{5+ (1 —)ma}
X{01 P17+ 0,P(t1 — 7)}] — [(¢p + ¢5) Pty + ¢,0(1 — mo){61 PT + 02 P(t; — 7)}]

—% H{l —(1=y)m}1-0)P+{1—(1-6)(1— mQ)}glp}QtlT _ 2

= (=m0 P+ {1 = (1= 6)(1 = mo)}P f (11— 7)?

K
(Do + ptu)e™t + (Do + ptu) (T = 1)?| = (Ao + 5-)
1

B Umax —V
—<Ct + Cl)mQ{elpT + egp(tl — 7')} — Bgtl — 71@1 — T)Qekl V= VUmin

The expected profit function during the time period 0 < 7 < ¢; is given by

Elmi(ty, tw)] = (s — cw) [{1 = Elma (1 = 9)]H{1 = 61) PE[T] + (1 = 02) PE[(t, — 7)]}

+El{ms + 6(1 = mo) {0 PE[r] + 0 PE[(ty — 7)]}| = (Ao + 2 [ by

~[(6 + )Pty + e BI6(1 = mo) {0, PEIr] + 0, PE[(t1 — 7]}

el - B (1=} - 0)P + (1 - B - 9)(1 — m)}P } 2 Elr] - B)
+{{1 = Bl = 9)mal}(1 = )P + {1 = B[(1 = 6)(1 = mo)]}6:P } Bl(11 — 7]

Do+ pt)(T =0 = Dy )it} " F(e)dr] (e @) Elmal (51 PEL

Bl L Ymaz—v

0, PE[(t — 7)]} — Bots /0 () dr — S /0 '\t — 1) dr
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= (s — cuw) [{1 — Elmi (1 =) = 6:)Pxt] + (1 — 92)P%§} + E[{ms +6(1 — ma)}]

x{01PAE] + HQP%}] - [(cp + )Pty + ¢, E[0(1 — m2)|{01 PA; + 65 p%’ff}}

_% {40 = Bl (1= )]0~ 6P + {1~ B[(1 - 8)(1 — ma)]}6,P } (275 %WD

H{{= B0 = )mi]}1 = 6P+ {1~ B[(1— 0)(1 — mo)]}:P } 208

+{(D0 + pto)(T — t1)* — (Do + ptw)e’“’?}/\tl} — (A + Pﬁtl)m
Bt}

Ymax —V

et

V=Ymin

A3
—(Ct + Cl)E[mz]{le)\t% + QQPTI} - Bo)\t% —

See Appendix C, approximating the function exp(—At;) for its expansion.

5.3.2 Case II: when 7 > t;, the ‘“out-of-control” state not to be occurred

with in the production-run time

In this case, during the production period [0,¢], the production process does not occurs
“out-of-control” state, i.e., the whole production process is in “in-control” state. Through-out
the time interval [0, ], the amount of non-defective items, defective items and reworked
items are (1 — 6;) Pty, 61 Pt; and 660, Pt; respectively.

Inventory
>

(1-6,)P D

>
T Time

Figure 5.3: Graphical representation of inventory model of perfect quality item

During the inspection period [0, 1], the inspectors accept defective items of amount 6; Pt; in
which the amount of falsely accepted defective items and falsely rejected non-defective items
are mofy Pty and (1 — v)my (1 — 60;) Pt respectively.

During the period [0,%], the inventory level increases due to production after fulfill the
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customer demand upto time ¢ = ¢; at which the inventory level reaches at maximum.
Therefore, the behavior of the inventory level during the interval [0, ¢;] is given by

L(t) = {[1-0=ym}1—-0)P+{1—(1-=08)(1—mg)}0, P
—(Dyg + pty)e™t, 0 <t <t

Then during the period [t1, 7], the inventory level declines due to meet the customer demand
and it reaches zero at T'. Therefore the behavior of the inventory level during the interval [¢1, T']
is given by

I(t) = D(T —t) = (Do + pt,)(T —1t), t, <t<T

Lemma 5.2. When 0 < 7 < t1, in a manufacturing system the business period (') must satisfy
the following relation in terms of production rate (P), demand rate (D), warranty period (t,,)
and production period (t) is given by

T - m (1= (1= )ma}(1 = 01) + {1 — (1 = 8)(1 — ma)}s | Pty + (1 — ")t

Proof. From the continuity condition of /;(¢) and I5(t) at t = ¢; a relation is obtain as

{1 = (1 =9)mi}(1 = 0)P + {1 = (1 = 8)(1 = m2)}61 P — (Do + pty)e™ ]ty

= (Do + ptw)(T' =)

. 1
1.€., T = m {1 — (1—7)m1}(1—91)+{m2+(5(1—m2)}91]Pt1+(1—ek”)t1
Now, the proof is complete. [

Now, we derive the holding cost, manufacturing cost, rework cost, inspection cost, setup cost,
return cost, penalty cost, development cost and warranty cost in one cycle as follows.
Holding cost:

During the period [0, T'], the holding cost is given by

HC = hc[ / ! L(t)dt + / Tlg(t)dt}
- %[{{1 (=) mY(1— )P+ {1 —(1—8)(1— mz)}elp}tf

(Do + pto)(T? — 2t1T)}
Manufacturing, inspection and rework cost:
During the period [0, ¢;], total manufacturing, inspection and reworked cost is given by

PC = {Cp + cs + C,,(5(1 — mg)Gl}Ptl
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Setup cost=4, + X

Return and penalty cost:

The return cost including communication and reverse logistics per unit (C;), and penalty cost
per unit (¢;), due to inspection errors during the period [0, 7] is given by

RC = (Ct + cl)mgﬁlPtl

Inspection error cost (or misclassification cost):

During the period [0, ¢;], inspectors accepts the amount of defective items 6; Pt; in which
falsely accepted amount of defective items and falsely reject amount of non-defective items
are mo6y Pty and m4 (1 — 6,) Pt; respectively.

Therefore the inspection error cost is given by,

IEC = s(1 —v)my(1 —60,) Pty

Development cost:

During the period [0, ¢;], the development cost is given by

t1
Cy = / Bodt = Botl
0

Revenue from serviceable items:

During the period [0, 7], the amount of serviceable items (i.e., falsely accepted defective and
successfully accepted non-defective items) is [(1 — mq)(1 — 01) Pty + mof; Ptq] at a unit
selling price of s, so the sales revenue is s[(1—m;)(1 — 60;) Pt; +ms0; Pt;]. Again, amount of
defective items to be returned from the customers’ due to Type-II inspection errors is m6; Pty
and refunds at its full unit price s or replace by non-defective items, it incurs revenue loss
which is smyf; Pt;. Further, the amount of returned non-defective items from rework cell due
to inspection error is m;7y(1 — ;) Pt; and the manufacturer obtains sales revenue sm;y(1 —
61)Pt;. Also the amount of reworked serviceable items is §(1 — my)60; Pt; which is sold at the
same unit selling price of s and obtains sales revenue sd(1 — my)6; Pt;. Thus, the total sales
revenues during the interval [0, T'] is given by

R=s [{1 — (1= ) }(1 — 0,) Pty + {ma +6(1 — mg)}elptl]

The warranty cost:
During the period [0, T'], the warranty cost is given by

WC = e, {{1— (1 —)ma}(1 — 0:) Pty + {ms + 6(1 —mg)}ﬁlPtl]

Now, we derive the equations for the present worth costs of the holding, setup, inspection,
return, penalty, manufacturing, and rework for one cycle as follows:
Therefore, the profit function of production system is given by

Tt te) = (s —co)[{1— (1= 3)mi}(1 — 6) Pty + {5+ (1 — 8)ms}6, Pti]
—{Cp + Cs + C»,‘(S(l — mg)(‘)l}Ptl — %[{{1 — (]_ — 7)m1}(1 — 91)Pt1
{5+ (1= 8)ma}6y Pty — (Do + ptw)ek"}t’f 4 (Do + pto)(T — 1)

K
—(Ao + ﬁ) - {(Ct + Cl)m2Q1Pt1 — 8(1 — ’y)ml(l — QI)Ptl} — Botl
1
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Therefore, the expected profit during the time period ¢; < 7 < 7T is given by

Blma(ts,ta)] = |(s = cw){{1 = Blma(1 = 1)]H1 = 61) + {6 + (1 = 6)ma}}or |
—{ep+ s + G E[5(1 — ma))0r} Ptl/ F(r)dr — %[{ {1 — (1 —y)md](1 - 6,) Pty

E[{6+ (1 —6)ma}|01 Pty — (Do + ptw)ek"}t? + (Do + pto, ) (T — t1)2 /OO f(r)dr

t1

_ [{(Ct + CZ)E[mQ]letl + CTE[(l — 5)m1](1 — el)Ptl} + (AO + BOtl + P_tl f

= (s — ca) [{1 — Elmi(1 = )](1 — )Pty + E[{6 + (1 — 5)m2}]elpt1} (1= M)
—{ep + o + ¢ E[S(1 — ma)]01} Pty (1 — Aty) — f; { B - (=m0 P
E[{6+ (1 — 8)ma})0u Pt — (Do + ptw>ekn}t§ 4 (Do + pt)(T — tl)ﬂ (1= A1)

- [{(ct + &) E[ma)6s Pty + ¢, E[(1 — 8)ma](1 — 61) Pt} + (Ao + Bot1 + Pﬁ)} (1— M)

Now combining Case I and Case II, we have, the expected total profit during whole busi-
ness period 7' is given by

Elr(ty, tw)] = (s — co) {1 = E[ma(1 = 7)[H{(1 = 01) Pty + (1 — 62) P AtQ}

T Elmy + 6(1 - ma)]{6; + 2 AP = (e + ) + e BI3(1 — ma)l{6: + 0 St} Pt

_50 (B[ = (1= 3)ma)(1 = 0P+ E[5 + (1= )mal6y PHEE + M} — %)

+%{E[1 (1= y)m)(l - 0,)P + E[5 + (1 — 5)m2]02P}At§ — (Do + pty)e"e2

+(Dy + pt)(T — m?] — (¢ + &) E[my) {0, + b2 AP — ¢ B(1 = )mal{(1 - 1)
+(1— <92)&}Pt1 — Bty — B pgmazce (Ao + %)

Lemma 5.3. In the manufacturing system the business period (') must satisfy the following
relation in terms of production rate (P), demand rate (D), warranty period (t,) and
production period (t1) as follows
1
T = —Hl—E - 1—0)P+{1— E[(1-68)(1—
By L1~ Bl = 9ml}(1 = 0)P + (1 = EI(1 = 9)(1  ma))
% {2(0s — )\ + 0, YP + (Do + ptu)(1 — e )}tl]
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Proof. From Lemma 5.1, the expected value of 7'in 0 < 7 < ¢; is given by

t1 1 .
| e = s ({0 = Bl =m0+ (D + pr) (1= )

1= Bl1=8)(1 = mauPyr [ ) dr+ {01 = BY0 =)
H1- Bl -0 - m} 6 - 0P [ i) dr] 56)

Again, from Lemma 5.2, the expected value of 7"in ¢; < 7 < o0 is given by

/OOTf(T)dT S

5 m[{l — E[(1 = y)m]}(1 = 61)P + (Do + ptyy) (1 — €)
+H1-FE[(1-9)(1 - mg)]}elP]tl/ f(r)dr 5.7
Combining (5.6) and (5.7), we have

m {11 = B0 = 5)mi]}(1 = 80P + {1 = E[(1 - 8)(1 - m2)]}

< {2(0s — )\ + 0P + (Do + pt)(1 — ek”)}tl]

T

Now, the proof is complete.

Hence, the average total expected profit is given by

AEP(t, 1) = S [ B (- - 00+ (-0

+E[ma + 6(1 — ma)|{0, + 92%}} Pt, — % [(cp +ey) + e BlS(1 — mo)]{6, + eg%}

_Qh_jc’ [{E[l — (1 = y)mi](1 = 0))P + E[6 + (1 — §)my)61 P} (13 + M2 — &)

2
+%{E[1 — (1= y)m)(1 — )P + E[5 + (1 — 5)m2]92P}/\ti’ — (Do + pty)ebe2

2P ¢
+(D0 + ,Otw)<T - t1)2] - (Ct + Cl)E[mQ]{91t1 + 62 !

> T—TE[(l—fs)mﬂ
/\1(:2 BOtl B1>\t3 kq Ymaz—v 1 K
1—6,)Pt; + (1 —6,)P=2} — —/— — LM vSomm — —(Ag + — 5.8
x{( 1) Pty + ( 2) 2} a 6T € T( 0+Pt1> (5.8)
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By taking the first derivatives of AEP(ty,t,,) with respect to ¢,,, we have

o {ABP(1, )} =~ [(1 ~ Blma(1 = )]}~ 0Pt -+ (1 - ) P21
+E[mg +6(1 — mo)]{6; + 02&}1%1} + 2h—T [p (it + %) —p(T —t,)?
MG (1= ] = 0Pt + (1= 0P} + Epm,

51— ma)] {0 Pl + 0P ] gtT

o h o,
o+ 12 [{(1= 80P + EIBOP — (Do + ptu)e™} (¢ = Atk + =)
or

+{(1 = 62) P + E[8)02P — (Dg + pty,)e" I\ + (Do + pty) (T — t1)2] —

Oty
)\t2 8T .
PS5 Bl = §)mi{(1 - 1) Py

M OT | B OT . smae K T
1—0 e+ —(Ag + Boty + —) 22
1= 6:)P }at 612 o, T2( 0+ Doty + Ptl)at

1
[(cp V)Pt + e E[5(1 — mo)]{6, Pty
)\t2 2t4
1o, POA }]

1
+172<Ct + Cl) [mg]{elptl

Taking the second derivatives of AE P(t1,t,,) with respect to t,,, we have
2b A2
{AEP(t1,tw)} = 75 [{1 — Elmi(1 = 9)]H{(1 = 61) Pty + (1 — 62) P }

9| o 4 e [petn(s + 20 —mz]

82
ot

+(s — a— by) [{1 — Elmi(1 =] = 6Pt + (1 — 92)13%%} + Elms + 6(1

At2 2 0T 1 0*T
—mg)|[{61 Pty + 0, }} {ﬁ(a—tl)Q - ﬁﬁ_t%} + [(Cp + ¢s) Pty 4 ¢, E[5(1 — ma)]

1T 2 0T ,\  h
b+

x{0, Pt 4 6,P M, }} {ﬁﬁ_t% - T3(8t1) - [{(1 — 01)P + E[6]0, P — (Dy

2
kn 2 3 & . 3 . 2
+pty)e It — N+ 5 )+ {(1 —05)P + E[0]62 P} Aty + (Do + pt){(T — t1)
1 0*°r 2 ,0T At2
_ k43 il _ =
€ /\tl}] {T2 atQ T?’(atl) } + [(Ct + cl)E[mg]{HlPtl -+ 92 }

¢ M2 10T 2 aT )
Bl = Om{( = 0)Pr -+ (L= ) P50 = a(5,0°)
B]_)\tzf aQT 2 8T 2 kl Ymazx — K 1 82T 2 aT 2
e Lo ) o B+ o — G}
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By taking the first derivatives of AE'P(ty,t,,) with respect to ¢;, we have

(s—a—0t

T
—|—E[m2 + 5(1 — mg)]{elp + 92P/\251}j| — % |:(Cp + CS)P + CrE[5(1 - m2)]{01P

a%{AEP(tl, t)} = w) [{1 — Elmi(1 =ML = 0)P + (1 — 65) PAt,}
+02P)\t1}] - h—T [{(1 — )P + E[5]0,P — (Do + pto)e"} (2t — 3N + 2)%82)
+3{(1 — 03) P + E[5]02P — (Dg + pt,)e™ I — 2(Dy + pto,)(T — t1)

—%(Ct + Q) Blmal (1P + 0PN} — SEI(1 = 8)mil{(1 — ) + (1~ 62)A0} P

BO Bl)\t% kvrfajizfv K (S —a )
T o1 ¢ T Pre T2 [{1 Elm (=)l
At3 At3 10T
${(1 = 61) Pt + (1= 02) P} + Elma + 6(1 — mo) {61 Pty + 6,PT} | o
1
1 p
75 | (e + ) Pt + ¢ B[O(1 = mo) {61 Pty + 0,P }} o
he P 5 A
- [{(1 — 01)P + E[0J91P — (Do + ptu )M} (1 = A + =)
or
+{(1 = 62)P + E[6)02P — (Do + ptoy)e™ YN + (Do + pto) (T — t1)2] T
1
A2 8T cr
+ (6 + ) Blmal {01 Pty + 6,PZ1 2 + S E[(L = $)mil{(1— 1) Pty
AtQ 8T BlAtS aT kl Umaz v K aT
F1=6)P }8t1 o2 an,¢ T (AO Dot + 5 )y

Taking the second derivatives of AF P(t,t,,) with respect to ¢;, we have

g AEP(. ) = T [ Bl (1= ) - )P
+Ems + 6(1 — mQ)]esz} - %E[d(l — )02 PA
he
T
+6{(1 — 03) P + E[5]02P — (Dg + pto,)e" }Mt1 4 2(Dg + pty)

{(1 = 6,)P + E[0]61 P — (Dg + pty,)e™}(2 — 6Mt; + 61%t3)

1 e o
_T(Ct + ¢) E[mo]62 P — TE[(l —0)ma](1 = 02) PA+ —— T " pTe
I [ (1 H 0P + (1~ 02)PALY + Bl + 61— )

T 2 oT
{0.P + ezmtl}} e [(cp Y )P+ o BIS(1 — mo){0P + QQP)\tI}] o

1
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5.3. MATHEMATICAL FORMULATION OF THE PROPOSED MODEL

he
+— [{(1 —01)P + E[6]0,P — (Do + pty,)e" (2t — 36 + 20%t))

T2
oT
+3{(1 — 62)P + E[8):P — (Do + ptw)ekﬂ}mﬁ —2(Dy+ pt)(T — )| 5
1
2cr

+2 (e + &) Elmal (0, P + QQP/\tl} 25 Bl = §)ma){(1 — 6,)P

T2 T2
2BO 8T Bl)\tz 8T kvma:r v 2K 8T
1—05)PXt;} — —€ VVmin 4 ——— ——
+(1 —65) 1}8t T2 o1, T 972 o + PT22 0t

(s = a = bhy) [{1 = Elmi (1= 1)]H(L = 01)Pty + (1= 63)P AIt}

pAMi g2 0T, 1 0°T
+E[ms + 6(1 — m2)|{01 Pt; + 0o P () - =g
[ma -+ 2){1Pt + 6z }HT3(at) T2 81&%}

AT 10°T 20T
+[(c + )Pty + . E[5(1 = ma)} {61 Pty + 6,P }} {FW - )
frc k0 (42 5 | At
t3 [{(1 = 01)P + E[0]01P — (Do + ptu)e™H(i; — My + —= L)

+{(1 = 02) P + E[6]02P — (Dg + pty,)e" I} + (Do + pt,p)(T — tl)Q]

{182T_28T 1 T 28T}

T2 8t% T3 6151 T2 at2 T3 atl
At‘f’ 1 02T 20T

4, E[(1 = 8)yma]{(1 — 61) Pty + (1 — 6,) P }{T2 - ﬁa_tl}

Bl/\t:{) 1 82T 2 8T kp Ymaz—v K 1 82T 2 8T
e = e e e 4 (Ao + Boty + )] }
6 {T2at§ T38t1}€ Ao+ Botr + )

} + (¢t + c1) Elmg) {0, Pty + 0, P )\t2} {

TTof  Toon,

82
Ot10t,,

he
Y Elma + (1 — ma)|{61P + HQP)\tl}] + > [pek"(Qtl +2A23) 4+ 2p(T — 1)

f%ﬁLJWmu—ﬂHu—aWu+a—%w%%+Emﬁwu_mm

e e+ ) g O )
x| {1 = Blmi(1 - 7)]}{(1 — )P + (1 — 62)PAty} + E[ma + (1 — my))

or
ot

[{(1 —0))P + E[5]0,P — (Do + ptu)e (2t — 3ME, + 2)243)

(ABP(1, 1)} = — 2 [{1~ Blm(1 = )]}{(L— 0P+ (1~ ) PAn)

A3
X {91Pt1 -+ 92 }:|

! [(c,, 4 e )P 4 e, E[5(1 — mo)[{0,P + ezmtl}} T

P P
X{Ql +92 )\tl}} 0tw

2772
orT

H{(1 = 02)P + E[8]0sP — (Do + pt)e"3A2 — 2(Dy + ptu)(T — tl)] o
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+i( + ¢;)E[mal{0, P + 02 Pt }a—T+iE[(1—5) H1—-6,)P
T2 Cy T C ma|1v1 2 1 ot T2 my 1
oT Bl)\t% 0T}, vmaz—v 1 K oT
1_0 PAt IU_Umin —B P p—
+(1 - 62) 1}8tw T ar° + 7 (Do Pti)atw

(s = a = bhy) [{1 = Elmi (1= 1)]H(1 = 61) Pty + (1 - 92)13%%}

M2 1(20TOT 1 8T
Y E[ms + 6(1 — mo)]{6, Pt + 92137}} {ﬁa_tlatw RO }

A2 1¢1 0T 2 9T T
n [(cp +¢,)Pty + ¢, E[5(1 — mo)]{0, Pt + 92P71}} { }

T2 0t10t, T3 Ot; Oty
hC kn 2 3 /\2#11
+5 (L= 6)P + EB)0:P — (Do + pta)e™} (3 — A + =)

+{(1 — 63) P + E[6]02P — (Do + ptw)e™}N3 + (Do + pt)(T — t1)2]

1 ®T 20T aT A2
X{ﬁm — ﬁa_tl%} + (Ct + CZ)E[mQ]{QIPtl + QQPT}

« {i aQT _ i@_T 0T } Bl)\t%{ 1 aQT 2 3T 8T } k“;rllgx—ﬁ
T2 0t,0t, T30ty Oty 6

T2 0t,0t, T3 0t, Oty

M2 (1 0T 29T T
+e, B[(1— 8)ymi]{(1 — 6,)Pt; + (1 — HQ)PT}{ﬁatlatw _ ﬁa_tlﬁ}

+(Ao + Bot1 +

K 1 0°T 2 0T oT
Pty ) { T2 0t 0t, T30ty Oty }

Now the average expected profit (AEP) is a function of two independent variables ¢; and ¢,,.
Here it is considered that (,)%(AEP(tl,tw)) = F(t,t,) and %(AEP(tl,tw)) = G(t1,ty).
Due to complexity of the equations, F'(¢;,t,) = 0 and G(t1,t,) = 0, it is not possible to
show the existence of the solution analytically. Now it is supposed that there exists at least one

positive point (¢7, ¢! ) for which F(t],¢]) = 0 and G(¢],t])) = 0 for some parametric values

involved in the system.

Letat (t7,17,), 25 = Ay, 9% = Ajand 85 = A,

Lemma 5.4. The maximum average profit AEP(t7,t" ) exist if AjAy > A2 Ay < 0 and
AQ < 0.

Proof. Now, from the optimization calculus, it is known that a function of two variables,

¢(u,v) is maximum at the stationary point (a,b) if %(gb(a, b)) g—;(qb(a, b)) -
o (6(a,0)}2 > 0, Z5(¢(a,b)) < 0 and Z5(¢(a,b)) < 0.

The 1st condition for the existence of maximum value of AEP(ty,t,) at the point (¢}, ") is

C(AEP(t7,17)) L (AEP(t7 7 ))-{=2—(AEP(t7,t7))}2 > 0.

a_t% L wl)) 52 1 bw Ot10tw 1 bw
e,  gn(FL.1) g (G ) -{50 (F(H. 1)) > 0,  since
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-(AEP(ty,ty)) = F(ty, ) and 53— (AEP(t1, t,)) = G(t1, tw).
ie., A1Ag > A, since - F(t7,17,) = Ay, 5-G(17, 1) = Ay and F-F(#7,17,) = As.

The 2nd condition for the existence of maximum value of AEP(ty,t,,) at the point (¢7,]) is

1w
O (AEP(ty,1,)) < 0. ie., 2 (F(t],1,)) < 0,since 2-(AEP(t1,t,,)) = F(t1, tw).

ﬁ 1 Yw ’ 6_t1 1 “w

ie., Ay <0, since %F(t’{,t;) = Aj.

The 3rd condition for the existence of maximum value of AEP(t4,t,,) at the point (7, t7) is
%(AEP(t{,t:U)) <0.ie., 32-(G(t],11,)) < 0, since ;- (AEP(ty,t,)) = G(t1, tw).

i.e., Ay < 0, since %G(t{, tr) = Ay. Now, the proof is complete. O

Lemma 5.5. There does not exist the maximum average profit AEP(t7,t0) if Ay > 0 and

1w
AQ > 0.
Lemma 5.6. There does not exist the maximum average profit AEP(t7 7 ) if Aj Ay — A2 < 0.

1w

5.4 Solution Procedure

From equation (5.8), it is seen that in the proposed model, the objective function AEP(ty,t,,)
is highly nonlinear. Here, ¢; and ¢,, are two decision variables. Also 7" is a function of ¢; and
t,, obtained according to Lemma 5.3. Since the objective function is highly nonlinear, hence to
get the optimal solution of the proposed model the following algorithms have been developed.

Algorithm 5.1. For a fixed x, suppose x = xy, the value of y from ¢)(x,y) = 0 can be obtained

as follows:

step 1: For x = xq, compute 1)(xq,y) = 0.

step 2: Select (y1,ys) such that (o, y1)Y(zo,y2) < 0. Then by Rolle’s theorem there exist a
root of Y(xg,y) = 0, between y, and ys.

step 3: Calculate m = M, be the midpoint of the interval (y1,yz).

step 4: Compute the signs of V(xo,y1), ¥ (xg, m), and ¥ (zo, ys)-

step 5: If W(xg, y1) (29, m) < 0, then a root of Y(xg,y) = 0 lies between y; and m. In this
case, replace y, by m. Otherwise, a root of ¥ (xq,y) = 0 lies between m and ys, then

replace y, by m.
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step 6:

step 7:

Repeat steps 3 through 5 until |y, — yo| < 107° where ¢ is a tolerance limit.

Then the root of V(xo,y) = 0 is m such that m = _(leerz).

Algorithm 5.2. Since there is no possibility to get the general explicit solution due to absence

of linearity of the profit function, to get the maximum profit the following procedure has been

devised according to Lemma 5.4 and Algorithm 5.1. Here the optimal values of T, t4, t,, and
AEP(ty,t,) are denoted by T*, t3, t¥ and AE P* respectively.

step 1:

step 2:

step 3:

step 4:

step 5:

step 6:

step T:

step 8:

step 9:

step 10:

L w

Initialize all parameters associated with the objective function AEP(ty,t,).

Set an interval (ty0,t11) where t1y € (0,70) and t;, € (0,Tp). Here t,, < Ty where T

also is initialized.

Compute ty,or, twir, twe and tyig for ty, from F(ti,t,) = 0, F(ti,tw) = 0,
G(t10,tw) = 0 and G(t11,t,) = 0 respectively by Algorithm 5.1.

Compute Ny,, = tywor — twog and DNy, = tuir — tuic-

If Dy Dy, < 0, de., the signs of Ay, and A\, are opposite, then compute ty,, =

(t10+t11)
e

Compute ty1;mp and tyime for ty, from F(tim, t,) = 0 and G(tim, ty,) = 0 respectively
by Algorithm 5.1.

Calculate Ny, = 1\, —/\

wlmF wlmG*

Compare A\, with [y, If DNy Ay, < 0, ie., the signs of [y, and [\, are opposite,

then replace t, by ty,,. Otherwise replace tiy by ti,.

Repeat steps 5 through 8 until the absolute values of (t1g — tim) or (D¢ — Dyy,,) OF

(A, — Avyy,,) are within the tolerance limits.

The root of F(t1,t,) = 0 and G(t1,t,) = 01is (t1",t,") where t;" = ty,, and t,, =

tworttuwir or twocttuwic
2 2 :
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step 11: Compute /\1, [Ny and /N5 at the point (t7,t]) where g—g = Ay, gt—i = Ay and ;—i = As.

step 12: If A < 0, Ay < 0 and Ay Ay > A2 then according Lemma 5.4 then (41", t,") be the

optimal solution. So t] = t,", t}, = t,,” and calculate T™ by Lemma 5.3. Also calculate

AEP* = AEP(#:,t%).

1 "w

step 13: If Ay > 0, Ay > 0 by Lemma 5.5, or A1 Ay — A2 < 0 by Lemma 5.6, then (t,",t,") is

not optimal solution. In this case, goto step 1 and change some parametric values.

step 14: Print the optimal values t;, t:, T* and AFE P*.

1 Yw

5.5 Numerical Illustrations

It is considered that a production inventory system that produces perfect and defective items,
continuously fills up the customer demand. The inspection process that screens out the
defective items is also imperfect. Since in a production system the time at which a process
goes from in-control to out-of-control in a cycle has been considered random which is
exponentially distributed with mean % Similarly, the parameters for inspection errors and
rework rate have been considered as uniform distribution. The probability density functions
of the inspection errors and rework rate are mostly taken from the history of a machine and
workers. Using the above mentioned solution procedure (Section 5.4), the optimum values of
t1, tw, T and the average expected total profit, AEP(t1,t,) have been calculated for the
following values of the parameters of the illustrated model:

P = 100 unit per unit time, Dy = 45 unit per unit time, ¢; = 0.05, f; = 0.12, s = $85 per
unit, A = 0.01, ¢, = $25 per unit, ¢, = $3 per unit, ¢, = $15 per unit, (¢; + ¢;) = $5.5 per
unit, h. = $1.5 per unit per unit time, h. = $1.5 per unit per unit time, a = $15, v,,,4, = 10,
Umin = 3, v = 8, By = $58, By = $45 per unit time, Ay = $257, k = 1, K = 25.

The probability density functions of the inspection errors (m; and my), fraction of rejecting
non-defective items () due to type I error and rework rate () are considered as follows:

L0<m <a Loo<m,<p
— a’ — — — B8 = -~
¢(mi) { 0, otherwise $(m2) 0, otherwise
1 0« v <& L 0<6< 1
= é ! - - 5 g N’ - -
*(7) { , otherwise 9(9) { 0, otherwise
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Now we calculate E[ms], E[d], E[(1 —v)my], E[6(1 —my)], and E[(1 — 6)(1 — m3)] and the
values are given by

B 7
Blms) = [ mao(ma)ds = 5. Bla] = [ o(s)as =
@ 13 a
Bl =] = [ gt dmi [ =)oty =50~ 5)
B3~ ma)] = [ 60(6)d5 [ (1 = ma)oma) dimy = 51~ )

a B
Bl =)0 = ma)] = [ (1= 8)00)d5 [ (1= ma)o(m) dims = (1= 51 = 5)

Substituting the above expressions in the profit function in equation (5.8), we obtain the
optimal values of the expected average profit when o = 0.04, 5 = 0.06, £ = 0.0004 and
w=0.60,n = 0.10, p = 0.50, by = 0.40, £ = 0.80.

Average expected
profit

Production
period ( tl)

\ —

period ( ty )

Figure 5.4: Expected average profit vs production period (¢;) and warranty period (%.,).

For this data set, Figure 5.4 shows the average expected profit as a function of #; and ¢,,.
From this figure it is guarantied that the average expected profit is concave. So there exist
unique solution of (¢,%,) that maximize the average expected profit AEP(ty,t,). The
optimal solutions for the given parametric set with different type of demand rate are
represented by following Table 5.2, 5.3 and 5.4:
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Table 5.2: Optimal result of the illustrated model

Production period Warranty period Business cycle period Expected average profit
(7 umit) (t* unit) (T* unit) (AEP*(t3,t5) 9)
Optimal value 2.59 7.79 4.93 1706.15

Table 5.3: Optimal result of the model with the effect of only warranty period on demand

Production period Warranty period Business cycle period Expected average profit
(¢} umit) (¢ unit) (T unit) (AEP*(t3,t5) $)
Optimal value 2.26 5.17 4.61 1624.77

Table 5.4: Optimal result of the model with the effect of only discount on demand

Production period Warranty period Business cycle period Expected average profit
(¢} umit) (¢ unit) (T* unit) (AEP*(t3,t5) $)
Optimal value 2.28 — 4.73 1694.55

5.5.1 Sensitivity Analysis

The change in the values of the system parameters can take place an important role in decision-
making about the system due to uncertainties and dynamic market conditions. In order to
examine the implications of these changes in the values of parameters, the sensitivity analysis
will be of great help in a decision-making process. Here, the sensitivity analysis with respect
to the parameters such as «, £, u, 1, k, p, A, and b have been carried out. The results of the
sensitivity analysis are shown in Table 5.5, 5.6, 5.7, 5.8, 5.9, 5.10 and 5.11.

Table 5.5: Sensitivity analysis w.r.t. the probability of Type I error («)

Parameter Production period Warranty period Business cycle period Expected average profit
(a) (t3 unit) (¢ unit) (T* unit) (AEP*(t},t5) %)
0.04 2.59 7.78 4.93 1706.15
0.08 2.66 6.89 5.01 1669.81
0.12 2.72 5.95 5.09 1632.42
0.16 2.80 4.98 5.18 1593.94
0.20 2.87 3.97 5.27 1554.34
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e From Table 5.5, we see that the warranty period (t), the business cycle period (7™*) and the
expected average profit (AF P*(t,t!)) decrease with the increase of « i.e., probability of a

1 Yw

Type I error. But, the production period (¢}) increases when « increases.

Table 5.6: Sensitivity analysis w.r.t. the probability of Type II error (/3)

Parameter Production period Warranty period Business cycle period Expected average profit
(B) (t% unit) (¢ unit) (T* unit) (AEP*(t},t5) %)
0.06 2.59 7.78 4.93 1706.15
0.12 2.56 7.39 4.89 1694.23
0.18 2.53 7.01 4.86 1682.38
0.24 2.50 6.63 4.83 1670.60
0.30 2.48 6.25 4.80 1658.89

e From Table 5.6, we see that the production period (¢}), warranty period (%), the business
cycle period (77) and the expected average profit (AE P*(t1,t*)) decrease with the increase
of [ i.e., probability of a Type II error.

Table 5.7: Sensitivity analysis w.r.t. rework rate (x) and reworked cost (¢, ) simultaneously

Parameter Reworked Production period Warranty period Business cycle Expected average profit
(1) cost (¢, ) (¢} unit) (¢ unit) time (7™ unit) (AEP*(t},t5) %)
0.45 11 2.56 7.81 4.90 1692.84
0.50 12 2.57 7.82 4.91 1697.85
0.55 13 2.58 7.83 4.92 1702.78
0.60 15 2.59 7.79 4.93 1706.15
0.65 20 2.58 7.61 4.92 1704.75
0.70 25 2.58 7.42 4.92 1702.96
0.75 28 2.58 7.22 4.92 1700.77

e From Table 5.7 it is observed that when 1 and ¢, increases simultaneously, the production
period (t7), warranty period (¢) and the expected average profit (AEP*(t],t%)) initially in-

crease, then decrease due to the rapidly increase of average rework cost for defective item.
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Table 5.8: Sensitivity analysis of 4, t,,, T"and EAP w.r.t. ) for a fixed k

Parameter Production period Warranty period Business cycle period Expected average profit
(n) (¢} unit) (¢ unit) (T* unit) (AEP*(t},t5) %)
0.06 2.44 6.67 4.78 1671.61
0.08 2.51 7.22 4.85 1688.52
0.10 2.59 7.78 4.92 1706.15
0.12 2.68 8.38 5.01 1724.55
0.14 2.76 9.01 5.11 1743.78

e Table 5.8 signifies that when £ is fixed, the production period (¢}), warranty period (¢,), the
business cycle period (7*) and the expected average profit (AE P*(t},t})) increase together
due to the increase of discount rate 7.

Table 5.9: Sensitivity analysis of 1, t,,, 7" and EAP w.r.t. n and k simultaneously

Parameter Production period Warranty period Business cycle period Expected average profit

(n and k) (¢ unit) (¢ unit) (T* unit) (AEP*(t5,t:) %)
n=0.05k=12 2.50 7.08 4.83 1684.23
n=0.07,k=10 2.54 7.43 4.88 1695.04
n=0.10,k=0.8 2.59 7.78 4.92 1706.15
n=0.12,k=0.6 2.55 7.50 4.88 1697.24
n=0.14,k=04 2.47 6.94 4.81 1679.98

e Table 5.9 shows that when 7 increases and & decreases simultaneously, the production
period (t7),warranty period (t¥), the business cycle period (7*) and the average expected
profit (AEP*(t3,t})) initially increase, after that decrease.

1 "w

Table 5.10: Sensitivity analysis of ¢1, ¢,,, T and FAP w.r.t. A

Parameter Production period Warranty period Business cycle period Expected average profit
(N (¢} unit) (¢ unit) (T* unit) (AEP*(t},t5) %)
0.005 2.26 7.01 4.32 1690.68
0.010 2.59 7.78 4.92 1706.15
0.015 3.10 8.87 5.84 1724.09
0.020 3.99 10.54 7.41 1745.99
0.025 5.73 13.48 10.40 1774.95

e Table 5.10 explores that when the value of A increases, both the production period (})
and warranty period (t})) increase as well as the corresponding business cycle period 7* and
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expected average profit (AE P*(t},t))) also increase due to the increase of the in-control state.

Table 5.11: Sensitivity analysis of ¢, t,,, T and FAP w.r.t. p

Parameter Production period Warranty period Business cycle period Expected average profit
(p) (t% unit) (¢ unit) (T* unit) (AEP*(t},t5) %)
0.45 2.36 2.38 4.77 1695.54
0.50 2.59 7.78 4.92 1706.15
0.55 2.87 12.34 5.14 1726.22
0.60 3.22 16.33 5.44 1753.88
0.65 3.71 19.96 5.91 1788.05

e Table 5.11 shows that when the value of p increases, all of the production period (¢7),
warranty period (¢) and the business cycle period (7) increases together. In this case it is
also observed that the expected average profit (AE P*(t},t})) increases due to increase of
the demand rate.

5.5.2 Practical Implication

There are many practical implications of this proposed model. As for example, it is very
practicable in the manufacturing system for mobile phones. At the time of production few
defective units (like, scratching, disorder shape, etc) are produced and then some of them be
repaired to sell at the market. Sometimes the company gives a discount on selling price and
increases the warranty period to increase selling rate. The decision manager of the company
decides the maximization of the profit function, considering the warranty period of each
product and the length of the production cycle. For such a real life problem, the present
model can be implemented. From this study some managerial insights have been drawn
which are very useful for the decision maker of any newly established mobile company.

5.6 Conclusion

In this chapter, we have studied the combined effects of deterioration of production process,
inspection errors, warranty policy and discount on selling price. In practice, generally both
production and inspection processes in a manufacturing system are not perfect. In most of the
existing literature, there is a consideration of imperfect production except inspection errors.
Here, a profit maximization model has been developed with two types of inspection errors
with a demand depending on warranty period and discount on selling price. To solve such
complex objective function, a computational algorithm have been devised to determine the
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optimal warranty period and optimal production period considering the randomness of the
time from in-control to out-control state, inspection errors and defective rate. Finally,
numerical examples has been presented to explore the feasibility of the proposed model from
which the following insights have been drawn.

(7) From Table 5.2, 5.3 and 5.4 it is concluded that the average expected profit is maximum
when manufacturer gives both effects such as (a) selling price discount, and (b) warranty
period policy on the sale because of attraction of customer.

(77) Again, from Table 5.5 and 5.6 it is inferred that the expected average profit decreases as
the probability of a Type I and Type II error increase. This is because of (a) addition to the
loss of incorrectly rejection of a non-defective item, and (b) return and penalty cost for a
defective item to be sold as a non-defective item which is returned from market.

(77i) Table 5.7 shows that when the probability of reworking rate and average reworked cost
simultaneously increase, initially average expected profit increases, after that average
expected profit decrease due to some portion of defective item to be reworked with a
minimum reworked cost and rest portion of defective item to be reworked with a large
amount reworked cost. So any manufacturer company can find the optimal reworked rate
from this study.

(1v) Table 5.9 shows that when selling price discount(n) increases and the corresponding
effective parameter (k) simultaneously decreases, initially the average expected profit
increases, after that the average expected profit decreases. Because at first selling price
discount attracts more customers. As a result, the demand rate increases. But latter, though
discount rate increases, the rate of demand does not increase as much as previous due to
market saturation. So from this study, any manufacturer company can find the optimal selling
price discount rate.
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Chapter 6

Two layers supply chain in an imperfect
production inventory model with two
storage facilities under reliability

consideration

6.1 Introduction

Supply chain model is the new era in the imperfect production inventory management. It is
the oversight of materials, information and finances as they move in a process from supplier
to manufacturer to wholesaler to retailer to consumer. It involves coordinating and integrating
these flows both within and among companies. The investigation of supply chain
management for defective and non-defective items has been published by several researchers
such as Weng [223], Munson and Rosenblatt [157], Khouja [117], Yao et al. [234], Wang et
al. [216].

Inventory management is generally attracted for large stock for several reasons such as an
attractive price discount for bulk purchase, the replenishment cost, transportation cost, the
demand of an item and so on. Therefore, due to space limitation of showroom, one (or
sometimes more than one) warehouse(s) is hired on rental basis to store the excess items. The
secondary warehouse (SW) may be located away from the Showroom or nearer to the
showroom. The actual service to the customer is done at the showroom only. Hartely [90]
first introduced the basic two warehouses problem in his book “Operations Research - A
Managerial Emphasis”. After Hartely [90], a number of research papers have been published
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by the different authors. Among them, the work done by Sarma [189], Dave [53], Goswami
and Chaudhuri [76], Pakkala and Achary [161], Bhunia and Maiti [11], Benkherouf [10],
Zhou [243], Kar et al. [111] and Chung & Huang [45] are worth mentioning. Dey et al. [57]
considered a finite time horizon inventory problem for a deteriorating item having two
separate warehouses with interval-valued lead time under inflation and a time value of money.
Liang and Zhou [134] investigated a two-warehouse inventory model for deteriorating items
under conditionally permissible delay in payments. Hariga [88] proposed an EOQ model with
multiple storage facilities where both owned and rented warehouses had limited stock
capacity. They assumed the rented warehouse having higher unit holding costs than the own
warehouse but offered better preservation resulting in a lower rate of deterioration for the
goods than in the own warehouse.

The production before the due time to meet the unexpected demand may cause to spoilage
as it cannot be stored till the particular time arises or it cannot be perfectly estimated the
demand. As a result, firm faces the problem of modeling the production of seasonal items,
estimating the reliability of the factors of production to undertake the orders from the
customers, budgeting the costs to be incurred to set up the EPQ model. Hazari et. al [98],
Panda and Maiti [163] and others discussed several dimensional EPQ model under the
consideration of reliability. But, none has considered the reliability conception in a supply
chain model with two warehouse facilities. The production of complete perfect items is not
possible in reality due to unrealistic assumption of 100% reliable system. Moreover, the
imperfect production also may arise to switch over “in-control” state to “out-of-control” state
in a long run production system.

In this chapter, a supply chain model consisting of manufacturer, retailer and customer
has been considered. The production system may undergo an “out-of-control” state from an
“in-control” state, after a certain time that follows a probability density function. The density
function varies with reliability of the machinery system that may be controlled by new
technologies, investing more capital. A mixture of perfect and imperfect quality items are
produced by the manufacturer. After some rework, some repairable portion of imperfect
quality items is transformed into perfect quality items and some of non repairable portion of
imperfect items are sold with reduced price to the retailer. Retailer purchases both perfect and
imperfect quality items and sales both items to the customers through his/her respective
showrooms of finite capacities at a market place. In this chapter, it has been considered that
the holding cost of perfect quality items in the secondary warehouse is less than the holding
cost of the showroom as the nature of the items are non-deteriorating and so having no
preservation cost. The perfect quality items are transported to the showroom via secondary
warehouse and the less perfect quality items are directly transported to the related showroom.
For this purpose, transportation cost is incurred to transport both quality items at the
respective showrooms from the production center. In order to optimize the production rate
and reliability parameter(the decision variables), the integrated average profit function of the
chain is maximized. Finally, a numerical example has been provided to illustrate the
feasibility of the model.
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6.2 Notations and Assumptions

To develop the proposed model, following notations and assumptions have been used.

6.2.1 Notations

The following notations have been used to develop the model.

dim (t>
Gam (1)
q1,(t)

qor (t)
P

1

s
)

Inventory level of perfect quality items for the manufacturer at any time ¢.
Inventory level of less perfect quality items for the manufacturer at any time ¢.
Inventory level of perfect quality items for the retailer at any time .

Inventory level of less perfect quality items for the retailer at any time ¢.
Production rate per unit time.

Production run-time in one period.

Percentage of imperfect quality items per unit time.

Percentage of rework of defective units per unit time.

Percentage of imperfect items per unit time which are not reworked and suit-
able for sale through reduction.

Demand rate of perfect quality items for the retailer.

Demand rate of imperfect quality items for the retailer.

Demand rate of perfect quality items for the customer.

Demand rate of imperfect quality items for the customer.

An exponential random variable with mean % and denotes the time at which the
production system shifts from ‘in-control’ state to the ‘out-of-control” state.
Probability density function of 7.

Reliability parameter.

Development Cost per unit time.

Total time in one period.

Production cost per unit.

Screening cost per unit item.

Reworking cost per unit for manufacturer.

Set up cost of manufacturer, A,, = A0 + A PS, € > 0.

Holding cost per unit for per unit time for perfect item in manufacturer.
Holding cost per unit for per unit time for imperfect item in manufacturer.
Disposal cost per unit.

Selling price per unit of perfect quality items for manufacturer.

Selling price per unit less perfect quality items for manufacturer.

Set up cost of retailer.

Holding cost per unit item per unit time of perfect quality items in PW; of
retailer.

Holding cost per unit item per unit time of perfect quality items of retailer in
secondary ware house.
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h!.: Holding cost per unit item per unit time of less perfect quality items in PW,
for retailer.

Sy Selling price per unit of perfect quality items for retailer at PIV;.

s Selling price per unit of less perfect quality items for retailer at PIVs.
S Capacity of secondary warehouse.

W; Capacity of PW;(j=1,2).

6.2.2 Assumptions

The following assumptions have been used to develop the model.

(7) Manufacturer produces a mixture of perfect and imperfect quality items. Some portion
of imperfect items are reworked at a cost.

(77) Production rate (P) is a decision variable satisfying P,,;, < P < P44
(#71) Lead time is negligible and manufacturer has ignored the machine breakdown.

(iv) In the ‘in-control’ state (the system is in better condition) of the production system it
produces perfect items and after shifting the system in the out-control state (i.e., after
occurrence of 7), the condition of production system decreases with time and produces
defective items. If the production rate P increases the occupance of 7 is very quickly,
i.e., mean time of failure decreases with P (i.e., the production system shifts from ‘in-
control’ state to ‘out-control’ state very quickly) and produce more non conforming
items then earlier. So, a development cost is required to control the occurrence of 7 and
smaller value of \. We take the development cost V'(\) as (cf. Mettas [149])

Amaz —A

V(A) = A+ B P3G (6.1)

where, A\ € [Anin, Amaz)s A is the fixed cost like labor and energy costs which is
independent of reliability factor (\), B is the cost of technology and design complexity
for production when A\ = \,,,,. The constant k represents the feasibility of increasing
reliability of the production system lies between 0 and 1.

(v) Reliability =~ parameter = of a  production  system is  defined as
A = number of failures

total unit of operating hours"

number of failures (i.e., number of imperfect items) increases with the increases of

production rate P. i.e., the value of reliability parameter A is dependent upon P and it

is increasing with P. Here we take A\ = A\;¢(P), where ¢(P) is an increasing function
of P and mean time failure ﬁ(P) is a decreasing function of P (i.e., the production
system will shifts from ‘in-control’ state to ‘out-control’ state rapidly if P increases)
where )\, is a parameter satisfying 0 < A\ < ﬁ.

Since f(P) is increasing function of P so P,,;, and P,,,, respectively gives minimum

Generally, in an imperfect production system,
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(vid)

(viii)

(i)

and maximum value of A (i.e., Ay, and Ay,q,). Therefore, Ay = A1op(P) and

)\max = )\l ¢(P) .
P=Ppnax
In this chapter, the unit production cost has been considered as a function of development
cost and production rate in the following form
V(A

C(P):CT‘F%—FOQP&Q—FOQP%, 51,(52,(53>O (62)
where (a) C, is the material cost per unit which is fixed.
(b) The second term is the development cost.
(iii) The third term aq P% is wear and tear cost.
(c) The fourth term i, P% is environment protection cost assuming that the cost due to
the measures taken for the environment protection. For example, in a thermal electricity
plant, the inject of ‘ash’ in the atmosphere depends upon the rate of production. If the
production is more, the amount of required raw material i.e., impure coal is more and
hence the amount of ‘fly ash’ is more. Now-a-days, some measures are taken to reduce
the ‘fly ash’ amount. Thus the cost due to this measure varies with the production rate.

It is assumed that, demand rates of retailers to the manufacturer is constant. But the
customers’ demand is stock dependent and selling price dependent for the perfect
quality items and less perfect items respectively. Since the storage space of the
showroom for perfect quality items is limited due to space problem and the demand of
the corresponding items is stock dependent, hence a secondary warehouse is hired by
the retailer on rental basis to store the excess amount of perfect quality items and these
items are continuously transferred to the showroom concerned. The literature suggests
that the holding cost of secondary warehouse per unit item per unit time is more than
the holding cost of showroom due to the preservation cost for maintaining the quality
of the product and other costs related to holding large quantity of the product in the
secondary warehouse.

Set up cost of manufacturer has been considered as production rate dependent. Also
assume that the set up cost of retailer depends on the demand rate of retailer to the
manufacturer.

It is well known that the quality and imperfectness of a product depends on raw
material, labour experience, machine component, production rate, production-run time
etc. Here we assume that the defective rate () depends upon the production rate (P) of
the production center and simultaneously it depends upon the time length (¢ — 7) in the
out-control state and is given by

0, 0<t<r
B_{ (Bo— Zo)(t—7)", r<t<t 63)

P
where 6y and 6, be the positive constants.
The above construction of 3 have the following properties:
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Proposition 6.1. If P increases then (0, — %) (for fixed value of s5) increases and

when P — oo then 3 — 0y(t — 7)%, where 0y is the maximum value of (0 — %).

Proposition 6.2. For fixed value of P if we increase the value of parameter o5 then

(6o — %) increases and it become 0y for large value of 5.

Proposition 6.3. Ift — 7 then f — 0 and if t — t; then § — Baz, Where 3,4 s the
maximum value of 3. i.e., in out control state, defective rate increases with the 64 power
of time length of the out control state, whatever may be the production rate.
Proposition 6.4. If 6, # 0, 65 = 0 then (0y — %) = Oy — 0, i.e., 5 does not dependon
production rate P.

Proposition 6.5. If 6, = 0, 05 # 0 then [ does not depend upon the time length

inthe outcontrol state.

Proposition 6.6. If 0, = 0, 65 = 0 then production system has constant defective rate

(6 — 61).

() After reworking, the defective items are restored to its original quality.

(i) Here two adjacent showrooms PW; and PW, have been considered by the retailer to
store the perfect items and imperfect items respectively.

6.3 Mathematical Formulation of the Proposed Model

In this article, the production rate and demand rate of the inventory system is constant. During
the regular production-run-time, the production system may undergo ‘out-of-control’ state
after a random time 7 that follows exponential probability distribution function with mean
ﬁ(P) and during that time rate of producing imperfect items is 5. When the system is in “in-
control”, then the system may produce perfect items and the probability of producing perfect
items at the rate P. The defective items which are produced during regular production-run-
time are reworked with rate 0. Inventory holding cost per unit of perfect items is much more

than the holding cost of imperfect items.
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Figure 6.2: Pictorial representation of inventory situation of the integrated model

6.3.1 Formulation of the Manufacturer

At the beginning of the production, the process is assumed to be in “in-control” state. After a
random time 7 with mean ﬁ(m’ the process may shift to an “out-of-control” state and may
generate non-conforming quality items. Reliability of machines in a manufacturing system is
generally assumed to be an exponential function of time ¢ which is R(t) = exp(—At). Since
a unit either fails or survives, and one of these two mutually exclusive alternatives must occur,
we have R(t) = 1 — F'(t). Here F fo u) du, where f(u) denotes the failure probability
density function such that [ f dt =1. Thus f(t) = L{F(t)} = A\ g(P)e M),

In our production system, two cases may arise:
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Case I: when 0 < 7 < ¢, the ‘out-of-control’ state occurs during production-run time

Here the production starts with production rate P. During production run time t;, the
inventory piles up, after adjusting the demand of retailer. As 7 occurs in the time span (0, ),
the system produces good quality items during [0, 7] and it produces both good and defective
items during [7, t1]. The total good items produced during [0, ¢;] are used to meet the demand
of perfect and less perfect item upto time ¢, and ¢35 respectively.

For Perfect Quality Items of Manufacturer

The rate of change of inventory level of manufacturer for perfect quality items can be
represented by the following differential equations:

d P - D,, 0<t<r
letm = P-D,—(1-0)BP, 7<t<t (6.4)
-D,, i1 <t <13

with boundary conditions ¢1,,(0) =0, ¢i,n(7) = (P — D,)Tand q1,,(t3) = 0.
The solution of above differential equations are given by

(P — D)t 0<t<rT
04+1
Gtim(t) = {4 (P—D,)t—(1-238)P(6 b\ (¢ =)™

_P55) (54+1
—D,(t —t3), 1 <t<ts

Lemma 6.1. The manufacturer’s production time length (t,) and production rate (P) must

satisfy the condition Pty — (1 —)P(0y — %)% = D, ts.

Proof. From the continuity conditions of ¢y,,(t) at ¢ = t1, the following is obtained,

—_r S4+1
(P — D)ty — (1= 0)P(0h — ) B35 = —D, (1, — ts)

ie., Pty — (1 —96)P(6y — %)% = D, t3. Hence the proof. O
Reworking Cost(RC'M ) for Manufacture

0
P(fy — P—;s)(tl — )%t

Tem0
04+ 1

t1
ROM = 1y, / SAP dt =

Inventory holding cost for perfect items is:

HCM, = hm[/T qum(t)dt + /t1 G (t)dt + /t3 qlm(t)dt]
- Flw-mos- (6, i%?af )+ 50~ ot = 7 4 D, (1~ o)
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For Imperfect Quality Items of Manufacturer

The rate of change of inventory level of manufacturer for imperfect quality items can be rep-

resented by the following differential equations:

dgom y(1—=0)pBP—-D., T<t<t 6.6)
dt —D, 1 <t <t .

with boundary conditions ¢s,,,(7) =0, and g9, (t2) = 0.
The solution of above differential equations are given by

Ps 04+1

6.7
—Dl(t — 1), b <t<t ©7

om(t) = { (1= §)P(fy — L) =2 _prit— ), r<t<t
2m -

Lemma 6.2. The manufacturer’s production time length (t,) and production rate (P) must

satisfy the condition ~(1 — 6)P(6y — %)% + D! 7 = Dit,.

Proof. From the continuity conditions of go,,(t) at ¢ = ¢y, the following is obtained,

_7.6 1
V(1= 0) P — 9) U505 = Dty — 7) = =Dt — 1)

ie.,v(1—0)P(6y — %)% + D! = D:'t,. Hence the proof. O

Inventory holding cost for imperfect items is given by

t1 to
HCM, = h;n[ / Qom (t)dt + / qlm(t)dt}

t1

- %[{ (542_:(11)(_546_?_ Z)P(eo — %)(h — T)64+2 — D;(h — 7)2} + D;(h — t2>2}

Production cost for the manufacturer= c, Pt;.

Inspection cost= s.Pt;.

Revenue of perfect quality items for the manufacturer= s,, f(f > D,dt = s,,D,ts.

Revenue of imperfect quality items for the manufacturer= s/, ff D!dt,= s D! (ty — ).
Amount of Disposal Items

The rate of change of inventory level of the disposal amount during the period (0,7) can be

represented by the following differential equations:

dt

=(1-=7)(1=0)BP, T<t<Ht (6.8)

Total disposal amount during the period (0,7) = (1 — v)(1 — §)P(0y — %)(“g#
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CHAPTER 6. TWO LAYERS SUPPLY CHAIN IN AN IMPERFECT PRODUCTION
INVENTORY MODEL WITH TWO STORAGE FACILITIES UNDER RELIABILITY
CONSIDERATION

In this case, total expected profit of manufacturer (7"E'PM) is given by

TEPM = | /O " Ditaf(r)dr + / " Dty — 1) f(r)dr — e, /0 " Puf(r)dr
—se [ PG = [ 5P~ )0 = S

64+1

2 ( 6) 01 442
__/ P Doyt = (64 +1 )(<$4+2)P(9°_ﬁwl_ﬂ(S

: My [T 2= ) 0
D, =t fr)ar = | [{ 2 i P = ) =)

-D! <t1 - 7)2} + D, <t1 - t2>2}f(7')d7' - /Ot1 Anf(T)dr

81 (tl — T)54+1

_Cd/o 1(1 =71 =38)P (b — E)Wf(ﬂ dT} (6.9)

Case II: when t; < 7 < oo, the “out-of-control” state does not occur within the
production-run time

In this case, no “out-of-control” state occurs during production run-time. Then governing
differential equations of the inventory system are given as follows:

For Perfect Quality Items of Manufacturer

dgim P—-D, 0<t<t
dt { -D,, th <t <ty (6.10)
with boundary conditions ¢1,,(0) =0, and ¢y, (¢3) = 0.
The solution of above differential equations are given by
_ (P—D))t, 0<t<t
dim = { —DT<t—t3>, tl S " S t3 (611)

Inventory holding cost for perfect quality items is given by
n s hm 2 2
HOM = hm[/ i (t) dt +/ Gim(t) dt} -z [(P — D)+ Dy(t —t3)
0 t1

Production cost for the manufacturer= c, Pt;.
Inspection cost= s.Pt;.
Revenue of perfect quality items for the manufacturer= s,, f ks D, dt = s, D,t3.
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In this case, total expected profit of manufacturer (T'EPM) is given by

TEPM = [/00 SmD,ts f(7T)dT — /OO cp Pty f(T)dT — /OO sePtyf(7T) dr

t1 t1 i1

h (0] [o¢]
-5 / {(P — D)t} + Dy(t1 — t3)2}f(7)d7 - / A f(T)dr| (6.12)
t1 t1
Now combining Case I and Case II, by (6.9) and (6.12), the total expected profit is

t1
TEPM = SmDTtg + S;’n/ D;(tg — T)f(T) dr — Cthl — ScPtl
0

_{cd(l —)(1=9)+ rcmé}@%(eo _ %) /0 l(t]_ — )L () dr

hy, [ 2(1—-9) 0, o)
_7/0 (01 + 1) (04 + 2)P(9° = i)t =) () dr

g o))
o,

+D! (tl — t2>2]f(7')d7' — A, — 7{(13 — D)t} + Dt — 753)2}

6.3.2 Formulation of the Retailer

For Perfect Quality Items of Retailer
In this case the demand rate (D..) of customers at PWW; has consider as stock dependent as the

following form
ap + Biqr, 05t <T)
D. = ar+ /Wy, Ty <t <T)
ar + g, To<t<T

Now the corresponding rate of change of inventory of perfect quality items are given by

dqy {(D,,—Dc), 0<t<ty 6.13)

dt _Dc7 tl S t S T

with boundary conditions

0, att=0
Wl, at t:Tl
Qr(t) = S, at t =t
Wl, at t:TQ
0, at t =T
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Therefore the solutions of above differential equations are given by
(B (l— P, 0<t<T
Wi+ |D, — (o + 51W1)] (t—T1), Th <t <ty
= .14
¢r(t) S — [(an + 8w | (¢t — t3), ty<t<To (19
O s | T,<t<T
Sl
Lemma 6.3. The retailer demand rate (D,.) of perfect item and capacity of perfect quality
items for retailer at PW, must satisfy the condition Ty = ﬁlogm(ﬁa—%.

Proof. From the continuity conditions of ¢;,.(t) at ¢ = T, the following is obtained,

Drﬁ—lm (1 _ e—ﬁlTl) — {/V1

ie, (1— %) =e MM e, T, = B—ilogDr(f)Jl—%. Hence the proof. O

Lemma 6.4. The retailer demand rate (D,.), capacity of retailer in secondary warehouse (S)

and capacity of retailer at PW, of perfect item must satisfy the condition

_ 1 (Dr—a1) S—W1
ty = B1 lOg Dy—a1—-W1 1 {Dr—(a1+B1W1)}*

Proof. From the continuity conditions of ¢;,.(¢) at ¢ = t3, the following is obtained,

Wi + {Dr — (a1 + 51W1)}(753 -T) =S

(DT_OCI) S—W1
—a1=W1 B {Dr—(a1+81W1)}’

Hence the proof. [

ie., t3 = élog B (using Lemma 6.3)

Lemma 6.5. The capacity of retailer in secondary warehouse (S) and total business time

length T must satisfy the condition S — {(al + Blwl)}(Tg —t3) = —%{1 — e‘ﬁl(TZ_T)}.

Proof. Similarly proof to Lemma 6.4. [
Holding cost(HC RW) of the secondary warehouse SW is given by
t3 Ts
HCRW = hrs {q17‘(t) - Wl} dt + hrs {q17‘(t) - Wl} dt
T t3
hT’S
= 5 [(Dr — (Oél + 51W1))(t3 — T1)2 — (CYl + 61W1)(T2 — t3)2 -+ 2<S — Wl)(Tg — tg) .

Holding cost(HC RS}) of the showroom PW] is given by

Ts T

W, dt + h, / 1, (1) dt

Ty

T
HCORS, = h, / g (8) dt + Iy
0 Ty
Dr — Q1
S

a7

A

[C S P
— _'_ _
7B By

e AT 1
G E} + Wih(Ty = Ty) — h,
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Transportation cost(7'C' P R) for perfect quality items of retailer is given by

T
TCPR = ctr/ D¢ dt
0

Dr Dr - — _ —
= [(041 + BTy = Th) + D, Ty — =% 4 et | QLT T)]-
o B B

Revenue from selling perfect quality items is given by

T
REPR = sr/ D.dt
0

D, D,—a; _ 8y (T
= s, [(oq 4 /W) (T — Th) + DTy — =2 4 =Py Ol o-au(Ty T)].
P b1 B

Hence the total profit of the retailer from the perfect quality items is given by

Dr Dr - —
TPRI = (Sr - Ct?”) |:(Oél + 61W1)<T2 - Tl) + DTTl - — + —0416 s

A o
X p(T-T)| _ D, — oy e_ﬁlTl_i B
e "] [hr—ﬁl {ri+ i Bl} + Wik (Ty — T})
Qaq 1 e_ﬁl(T2—T)
_hrE{(T — TQ) + E - T}} — Ar — SmDrt[;
_h; [(Dr — (a1 + S1Wh))(ts — T1)2 — (ay + BiW) (T — t3)2 +2(S — Wh) (T — t3)

For Imperfect Quality Items of Retailer

In this case demand rate (D’) of customers at PWW; is assumed as selling price dependent
defined as D!, = (a — bs!.) and corresponding change of on hand inventory of less perfect
quality items are given by

dQQr . D;—Dé, OStStQ
T { DL, b <t<i (©.15)
with boundary conditions ¢»,.(0) =0, and g¢o,(t4) = 0.
The solution of above differential equations are given by
_ ] (DL =Dot, 0<t <t
B = { “D\(t—ty), Lb<t<t (6.16)

Lemma 6.6. The retailer demand rate (D..) and customer demand rate (D) must satisfy the

Dey .

!
condition ty = oF
T

Proof. From the continuity conditions of go,(t) at ¢ = 5, the following is obtained,

(D! — D))ty = —D.(ty — tq) ie., ty = g—%t4. Hence the proof. O
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Holding cost (HCRS5) of the showroom PW, is given by
/

to tq h
HCRSy = h.. / Qo (t) dt + B, / o, (t) dt = 5 (D! — D.L)ty*> + D.(ty — t4)2].
0 t2

Transportation cost(7'C'I R) for less perfect quality items of retailer is given by
ta
TCIR = d / D.dt = ¢, D'ts.
0
Revenue( REIR) from selling less perfect quality items of retailer is given by
tq
REIR = s, / D! dt = s/ D'ty.
0

Total Profit(T'PRs) of Retailer for less perfect quality items is given by

h/
TPRQ = (S;. — CQT>D;7§4 — ?r |:(D/r — Dé)tgz + Dé(fg — t4)2 — A; — S;nD:ﬂ)\ld)(P)tl (tg — tl)

Total Profit of Retailer during (0,7") is

TPR=TPR, +TPR,
D D

= (8r — cur) [(041 + W) (T = Th) + DTy — = + Zr Mmooy %e_ﬁl(TQ_T)]
b b b

_hgs [(Dr - (Oél + BlWl))(tg — T1)2 — (041 + 61W1)(T2 _ t3)2 + 2(8 o Wl)(Tg B t3)}
Dr — X e_ﬁlTl 1 aq 1 6—51(T2—T)
_[hr B {T1+ B _E} +Wih, (T = Th) _hra{(T—Tz)—i—E — —51 H
"

S [(DL = Dts? + Diftz = 12)*] = s, Dihao (Pt — 1)

—smDyts + (s, — ¢, ) Dty — A, — A,

6.3.3 Average Profit of the Proposed Model
Average expected profit of the model during (0, 7") is given by

AEP(P,T) = %[TEPM +TPR

6.4 Scenarios of the Proposed Models

Depending upon the values of J, and d;, different scenarios have been developed.
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6.4.1 Scenario-1 (Same as above Model with Defective Rate is Dependent

on both Production Rate and Production Run Time)

Taking 4 # 0, 5 # O i.e., B is dependent only production rate P and does depend production-
run time. In this case the rate of defectiveness 3 has been considered as follows:

0, 0<t<r
B_{ (p— 2Nt —7), 71<t<ty (6.17)

where 6, and 6; be the positive constants.
t1
TEPM,(P,T) = s, D,t3 + s;n/ D (ty — 7)f(T)dr — ¢, Pty — s.Pt1 — Ap,
0

—{@u—7x1—®+4mﬁ}—5—wm—géxAh@y—ﬂ%Hf@mT

0s+1

0, :
e e L L

5 [ U sgpte gt === p(n =)'}

+D;<t1—t2>] rdr—%{P D,) t2+D(t1—t3)}

Approximating the function exp(—f(P)t;) of its expansion as well as 6, = 1, we have

(9) / f(7)dr = Mo(P)t, (i1) / ' (2= 7) f(r) dr = Mo(P)t(ta — 1),
(2ii) /Ot1 (751 - T>2f(7') dr ~ %P)t?, (iv) /0t1 <t1 — T)Bf(T) dr =~ —)\1¢(4P)t‘11

(For details see appendix D)

TEPMl(P, T) = SmDrtg + S;nD/A1¢( )tl( 2 — tl) — Cthl — SCPtl

_g{cd(l —)(1 = 9) +rcm5}(90 O S5 ) MO(P)t — A,
D {(P - D)8 4 Dyt~ 1) } ~ P(L=8)(f — o) No(P)L]
_% [{Pfy(l — 5)(6 — ij; )t 4D’t2} + 12D, <t1 — tz) ]AlaS(P)tl

Average expected profit of the model during (0, T') is given by

1
AEP(P.T) = S[TEPM, + TPR]
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6.4.2 Scenario-2 (Same as above Model with Defective Rate is
Production Rate Dependent and Independent of Production Time)

Taking 9, = 0, d5 # O 1i.e.,  is dependent only production rate PP and does depend production-
run time. In this case the rate of defectiveness 5 has been considered as follows:

0, 0<t<r
ﬁ_{(%—%), T<t<t (6.18)

where 0y and 6; be the positive constants.

t1
TEPMy(P,T) = $,,D,t3 + 3:71/ D (ty — 1) f(1)dr — ¢, Pty — s.Pt
0

el = (1= 8) 4 rend 5 00 - Jilss)/otl(tl ) f(r)dr
efp- D+ Dt -} =2 [0 9P - o0~ s dr
_% Otl {1 =P, - %) — D}t - T>2 + Dy (1 - tgﬂ Flr)dr — A,

Approximating the function exp(—f(P)t;) of its expansion, we have

(4) /Otl F(r) dr ~ Mo (P, (i) /Otl (tQ _ T) F(r)dr ~ Mo(P)ti(t, — 1),
(141) /tl (tl B 7'>f<7'> dr ~ %P)ti (iv) /Otl (tl - T)Qf(T) dr >\1¢(3P)t§’7

0
(For details see appendix D)
Total expected profit of manufacturer is given by

TEPM2 = SmDrtg + SinD;)\lQS(P)tl(tQ — tl) — Cthl — Scptl

=)= 8) 4 1o} 60— Ly Pr(P)E
_%” [3{(}7 — D) + D,(t — t3)2} —(1=06)(8 — %)A@(P)ﬁ’]
o[£ 8)(0y )P - DY 30, (1— 1) [Ms(PI — A

Average expected profit of the model during (0, T") is given by
1
AEP(P,T) = ?[TEPMQ +TPR]
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6.4.3 Scenario-3 (Same as above Model with Defective Rate is

Production Time Dependent and Independent of Production Rate)

Taking 0, # 0, 65 = 0 i.e., § is not dependent on production rate P and depend only
production-run time. In this case the rate of defectiveness [ has been considered as follows:

0, 0<t<sr
ﬁ_{ O —0)(t—7), T<t<t (6.19)

where 0y and 6, be the positive constants.
t1
TEPM; = s,D,t3+ s’m/ Di(ty — 1) f(7)dr — ¢, Pt; — s.Ptq
0

—{cd(l —)(1=9)+ Tcm5}54%(90 —01) /0 1(t1 — 1) f(r)dr

A, t 2(1 — 5) 442
_7/0 (54-1-1)(54—1-2)})(80 —01)(t, — 1) f(r) dr

e [ {2 P - a0 - - 01 (1 7))
P

+D, <t1 — tzﬂ f(rydr — A, — 7{(19 — D)1+ D.(t, — t3)2}

Approximating the function exp(—f(P)t;) of its expansion and 6, = 1, we have

(z’)/o f(7)dr = A\ p(P)ty, 2 (i) /Otl (t2 — 7'>f<7') dr = M@ (P)ti(ta —t1),

(60 /0 (1) s %’ (iv) /0 ’ () f(r)dr = Gty

3
t1 3 4
(v) / <t1 - 7') f(r)dr =~ %, (For details see appendix D)

Total expected profit of manufacturer is given by

TEPM3 = SmDTtg + S;nD;)\lqb(P)tl(tg — tl) — Cpptl — ScPtl

_g{cd(l —Y)(1—=68) + rcmd}(Qo — ) Mp(P)t;
_Z_Z [12{(13 — D)2+ D, (t; — ts)Z} —(1=0)P(6h — 91)A1¢(P)tﬂ
_% H,y(l — 8)P(6y — Ql)ti” —_ 4D;t%} + 12D; (tl — t2>2] Mo(P)ty — Ay,

Average expected profit of the model during (0, T") is given by

1
AEP(P.T) = S[TEPM; +TPR]
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6.4.4 Scenario-4 (Same as above Model with Constant Defective Rate )

Taking 0, = 0, 65 = 0 i.e., 8 does not dependents on both production rate P and production-
run time. In this case the rate of defectiveness  has been considered as follows:

0, 0<t<r
5_{(90—91), T<t<t (6.20)

where 6y and 6, be the positive constants.
t1
TEPM4 = SmDﬂfg + S;n/ D;(tg — T)f(’]') dr — Cthl — Scptl
0
t1
et =1 = 0) 4 rend PO = 00) [ (0= 1) (ar
0

__m{ (P — D)5 + D,.(t; — t3)* }+h7’”/t1(1—5) POy —01)(ts — 7)° f(1)dT

2
h! 2
—7’“ / VP (6 — 0,) — D;}(tl )2+ D <t1 . tQ) }f(T)dT _ A,
Approximating  the function exp(—f(P)t;) of its expansion, we have
t1 t1
(4) / F(r)dr ~ Mo (P)t, (i4) / (t2 . T) F(r)dr =~ Mo(P)t(ts — 1),
0 0

(i) /t1 (tl — T)f(T) dr = %7 (iv) /Ot1 <t1 — T>2f(7') dr ~ —Algb(gP)ti”

0
(For details see appendix D)
Total expected profit of manufacturer is given by

TEPM4 = SmDﬂfg + S;nD;Alqb(P)tl(tQ — tl) — Cth1 — SCPtl
1
——{cd(l (1= 8) + rcmé}(eo — ) P\g(P)t2

2

_’% [3{(13 D)E + D, (ty — t3)? } —(1—0)(6 — 91)Pf(P)tﬂ

!/

h 2
— [{7(1 —8)(By — 0P — D;}tf 43D (t1 - tg) ]A1¢(P)t1 -
Average expected profit of the model during (0, T") is given by

1
AEP(P.T) = S[TEPM,; +TPR]
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6.5. NUMERICAL ILLUSTRATION

6.5 Numerical Illustration

Consider a manufacturer of the plastic product produces water tank in India. This production
system produces mixture of perfect and defective items. The inspection process that screens
out the defective items. The fraction of defective items have been reworked. Owing to the
regulations of environmental protection, the manufacturer considers the disposal cost with
aim to reduce the negative effects to environment. The company delivers the water tank to a
distributor/retailer (the buyer) continuously. The customer buy the product from retailer. The
customer demand is affected by the displayed stock and selling price. From the historical data,
the manufacture has taken following parametric values:

a1 = 0.003, ay = 0.005, 51 = 0.40, v = 0.80, 6 = 0.70, 01 = 2, 05 = 2, 03 = 1, A\; = 0.004,
Amaz = 0.80, Apin = 0.20, 6y = 0.12, §; = 0.01, D, = 31 units, D/=4 units, A = $4000,
B = $1000, a = $28, b = 0.30, k = 0.5, A,,0 = $48, A,,; = $0.05, A, = $85, A = $40,
¢,=$24 per unit, ¢, = $0.80 per unit, r.,, = $2 per unit, ¢;, = $0.20 per unit, ¢, =$0.20 per
unit, ¢; = $0.6 per unit, h,,, = $0.90 per unit per unit time, !, = $0.45 per unit per unit time,
h, = $1.5 per unit per unit time, k.. = $0.55, h,.s = $1.2 per unit per unit time, s,, = $89 per
unit, s/, = $59 per unit, s, = $122 per unit, s, = $85 per unit, S = $78 pics, W; = $56 pics.
Using the above parametric values, the optimum values of our proposed non-linear problem
have been shown in following Table 6.1.

Table 6.1: Optimal results of the illustrated model when ¢(P) = 1.29 + 0.59P

Scenario Production Production Total business Average Expected
rate (P* unit) time (¢ unit) time (7% unit) Profit (AEP*(P*,T*)
Scenario-1 65.07 2.15 6.25 $1639.57
04 =0,05=0
Scenario-2 64.24 2.20 6.23 $ 1648.85
04 =0,05=0
Scenario-3 62.18 2.25 6.19 $1664.71
904 =0,05=0
Scenario-4 63.02 2.22 6.21 $ 1657.43
04 =0,05=0

6.5.1 Sensitivity Analysis

In this section, we examine the effects of changes in the system parameters to study the
sensitivity analysis of the proposed model with respect to some parameters based on
Scenario-1. The results are presented in following Table 6.2, 6.3 and 6.4.
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Table 6.2: Sensitivity analysis of AEP*(P*, T*) when \; changes

A A V(A) Reworking Cost (AEP*(P*,T™)
0.001 0.039 $4093.362 $1.03 $1639.65
0.003 0.119 $4014.910 $3.08 $1639.63
0.004 0.158 $4000.423 $4.11 $ 1639.57
0.005 0.198 $4000.000 $5.14 $1639.37
0.007 0.283 $26338.49 $7.48 $1488.06

Table 6.3: Sensitivity analysis of AEP*(P*,T*) when «; and a5 changes

a1, Qg Unit Production Total Production Average Expected
Cost C(P) Cost Profit (AEP*(P*,T™))
ap = 0.000, ap = 0.005 $25.27 $3535.29 $1935.74
ap = 0.001, ap = 0.003 $29.37 $4109.43 $1840.055
ap = 0.003, ap = 0.000 $37.65 $5266.82 $1647.15
ap = 0.003, ay = 0.005 $37.97 $5312.33 $ 1639.57
ay = 0.005, ay = 0.006 $46.50 $ 6506.13 $ 1440.605
ay = 0.006, ay = 0.008 $50.87 $7116.68 $ 1338.84
ap = 0.007, ap = 0.009 $55.16 $7718.13 $1238.60
a1 = 0.001, ae = 0.005 $29.50 $4127.64 $1837.02
a1 = 0.002, s = 0.005 $33.73 $4719.99 $1738.29
ap = 0.003, ap = 0.005 $37.97 $5312.33 $1639.57
ap = 0.004, apy = 0.005 $42.20 $5904.68 $1540.84
ap = 0.005, ay = 0.005 $46.44 $ 6497.03 $1442.12
a; = 0.003, ap = 0.003 $37.84 $5294.13 $1642.60
ap = 0.003, ae = 0.004 $37.90 $5303.23 $1641.08
ap = 0.003, ay = 0.005 $37.97 $5312.33 $1639.57
ap = 0.003, ay = 0.006 $38.03 $5321.44 $ 1638.05
ap = 0.003, ap = 0.007 38.10 $ 5330.54 $1636.53

164



6.6. CONCLUSION

Table 6.4: Sensitivity analysis of AEP*(P*,T*) when S and W changes

S Wi Holding Cost of Retailer Average Expected Profit (AEP*(P*,T™*))
S =68 Wi =56 $379.16 $1641.87
S =173 Wi =56 $386.06 $1640.72
S =178 Wi =56 $392.96 $1639.57
S =83 Wi =56 $399.86 $1638.42
S =88 W1 = 56 $406.76 $1637.27
S =178 Wi =46 $369.29 $1306.53
S =178 W1 =51 $381.12 $1473.05
S =178 W1 = 56 $392.96 $1639.57
S =178 W1 = 58 $397.70 $1706.17
S =178 Wi =61 $404.80 $1806.08

The main conclusions from the sensitivity analysis are as follows:

(1) The sensitivity analyses of the development cost, reworking cost and average expected
profit are shown in Table 6.2 when the parameter \; increases or decreases. Initially
increasing \; decrease development cost (V'(\)), but reworking cost increasing and average
expected profit (AFE P) decreases.

(77) From Table 6.3 explore that when the rate of wear-tear cost («;) and environment
protection cost () increase, the average expected profit (AE P) decrease due to increase of
unit production cost (C'(P)).

(i74) Here the customer demand rate dependent on the stock of showroom (7). So When the
the scale of stock (/) increase, the average expected profit (AE P) increase due to selling
rate of retailer increase (D,.) and manufacturer holding cost (h,,) decreases (Table 6.4).

6.6 Conclusion

This chapter develops a two-layer supply chain production inventory model involving
manufacturer, retailer and customers. In comparing with the existing literature on the supply
chain, the followings are the main contributions in the proposed model:

After a random time, the process may shift to “out-of-control” state from “in-control” state
during the production run and may generate non-conforming quality items. Inspection cost is
incurred during the production run time and manufacturer continuously inspects as well as
separates the perfect quality items, less perfect quality items, repairable items which are
transformed into perfect quality items after some rework and reject items. Reworked cost is
considered by the manufacturer to repair a certain percent of imperfect quality items.
Demand rate of customers for perfect quality items and less perfect quality items are
respectively assumed to be stock dependent and selling price dependent. Here retailer have
two showrooms PW; and PW, of finite capacities at busy market place and the market
demands of perfect and less perfect quality items are respectively met through the showrooms
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PW, and PW,. Retailer has a secondary warehouse SW of infinite capacity, away from busy
market place, to store the excess amount perfect quality items from where the items are
continuously transferred to the showroom. It is considered that the holding cost per unit per
unit time at SW is less than the holding cost at P11} per unit per unit time. The repairing
costs of corrective and preventive maintenance should also be considered, as these costs
increase the unit production cost. Inventory and production decisions are made at the
manufacturer and retailer levels. Actually, in this chapter the coordination between
production and inventory decisions has been established across the supply chain so that the
integrated average profit of the chain is maximum.
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Chapter 7

Three layers supply chain in an imperfect
production inventory model with two
storage facilities under fuzzy rough

environment!

7.1 Introduction

Business organizations all over the world are striving hard to evolve strategies to survive in
the era of competition ushered in by globalization. Supply chain management (SCM) is one
such strategy. It is an effective methodology and presents an integrated approach to resolve
issues in sourcing customer service, demand flow and distribution. The focus is on the
customer. The results are in the form of reduced operational costs, improved flow of supplies,
reduction in delays of production and increased customer satisfaction. While the goal of
supply chain management is to reduce cost of producing and reaching the finished products to
the customers, inventory control is the means to achieve the goal. Researchers as well as
practitioners in manufacturing industries have given importance to develop inventory control
problems in supply chain management. All steps from supply of raw materials to finished
products can be included into a supply chain, connecting raw materials supplier,
manufacturer, retailer and finally customers. Recent reviews on supply chain management are
provided by Weng [223], Munson and Rosenblatt [157], Yang and Wee [230], Khouja [117],
Yao et al. [234], Chaharsooghi et al. [16], Wang et al. [216] and others.

I'This model published in Journal of Uncertainty Analysis and Applications, 2(1) (2014) 1-31, SPRINGER.
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Now a days, it is common to all industries that a certain percentage of produced or ordered
items are mixed of perfect and imperfect quality. It is also important to a supply manager of
any organization to control and maintain the inventories of perfect and imperfect quality
items. Salameh and Jaber [184] developed an inventory model for imperfect quality items
using the EPQ/EOQ formulae and assumed that inferior quality items are sold as a single
batch at the end of the total screening process. Goyal and Cardenas-Barron [78] extended the
idea of Salameh and Jaber’s [184] model and proposed a practical approach to determine
EPQ for items with imperfect quality. Yu et al. [238] generalized the models of Salameh and
Jaber [184], incorpoting deterioration and partial back ordering. Liu and Yang [143]
investigated a single stage production system with imperfect process delivering two types of
defects: reworkable and non-reworkable items. The reworkable items are sent for reworking,
whereas non-reworkable items are immediately discarded from the system. Panda and
Maiti [163] represented a geometric programming approach for multi-item inventory models
with price dependent demand under flexibility and reliability with imprecise space constraint.
Ma et al. [146] considered the effects of imperfect production processes and the decision on
whether and when to implement a screening process for defective items generated during a
production run. Sana [187] develops two inventory models in an imperfect production system
and showed that the inferior quality items could be reworked at a cost where overall
production inventory costs could be reduced significantly. Sana [188] extended the idea of
imperfect production process in three layer supply chain management system.

Warehousing is an integral part of every logistics system. We can define warehousing as
that part of a firms logistics system that stores products (raw materials, parts, goods in
process, finished goods). The two warehouse model for a finite and infinite time horizon is
developed by several researchers (cf. Hartely [90], Pakkala and Achary [161], Bhunia and
Maiti [11], Kar et al. [111] and others) already discussed in Section 6.1.

Dubois and Prade [63] first studied the fuzzification problem of rough sets. Furthermore,
Morsi and Yakout [156] defined the upper and lower approximations of the fuzzy sets with
respect to a fuzzy min-similarity relation. Additionally, Radzikowska and Kerre [167], Xu
and Zhou [228], Liu and Sai [139], Chen [33] and others generalized the above definitions of
the fuzzy rough set to a more general case. Different types of uncertainty such as randomness,
fuzziness and roughness are common factors in any production inventory problem. But some
problems in production inventory system occur both fuzziness and roughness simultaneously.
In many cases, it is found that some inventory parameters involve both the fuzzy and rough
uncertainties. For example, the inventory related costs holding cost, set-up cost, idle costs,
etc. depend on several factors such as bank interest, inflation, etc. which are uncertain in
fuzzy rough sense. To be more specific, inventory holding cost is sometimes represented by a
fuzzy number and it depends on the storage amount which may be imprecise and range
within an interval due to several factors such as scarcity of storage space, market fluctuation,
human estimation thought process i.e. it may be represented by a rough set.

In this chapter, a supply chain model consisting of supplier, manufacturer and retailer has
been considered. Here supplier receives the raw materials in a lot and then the superior
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quality items of the raw materials are sold at a higher price to the manufacturer after the
screening the imperfect raw materials as well as inferior quality items of the raw materials are
also sold to another manufacturer at a reduced price in a single batch by the end of cent
percent screening process. A mixture of perfect and imperfect quality items are produced by
the manufacturer. After some rework, some repairable portion of imperfect quality items is
transformed into perfect quality items and some of non repairable portion of imperfect items
are sold with reduced price to the retailer. Retailer purchases both perfect and imperfect
quality items and sales both items to the customers through his/her respective showrooms of
finite capacities at a market place. Here customers’ demand is stock dependent and selling
price dependent for the perfect quality items and less perfect items respectively. Since the
storage space of the showroom for perfect quality items is limited due to space problem and
the demand of the corresponding items is stock dependent, hence a secondary warehouse is
hired by the retailer on rental basis to store the excess amount of perfect quality items and
these items are continuously transferred to the showroom concerned. The literature suggests
that the holding cost of secondary warehouse per unit item per unit time is more than the
holding cost of showroom due to the preservation cost for maintaining the quality of the
product and other costs related to holding large quantity of the product in the secondary
warehouse. But in this chapter it has been considered that the holding cost of perfect quality
items in the secondary warehouse is less than the holding cost of the showroom as the nature
of the items are non-deteriorating and so having no preservation cost. Here, transportation
cost is also incurred to transport both quality items at the respective showrooms from the
production center. Due to complexity of environment, inventory holding costs, idle costs,
set-up costs and transportation costs are considered as fuzzy rough type and these are reduced
to crisp ones using fuzzy rough expectation. In order to optimize the production rate and raw
material order size (the decision variables), the average profit function of the manufacturer is
maximized as the manufacturer acts as a leader (Stakelberg approach) and the supplier as
well as retailer are the followers of that chain. The decision variables are also optimized by
maximizing the integrated average profit function of the chain. Finally, a comparative study
has been made between both approaches Stakelberg and integrated. A numerical example is
provided to illustrate the feasibility of the model.

7.2 Notations and Assumptions

The following notations and assumptions have been used to develop the proposed model:

7.2.1 Notations

The following notations have been used to developed the model.

R : Replenishment lot size of the supplier.
P : Production rate for the manufacturer which is also the demand rate of supplier.
x : Screening rate of supplier.
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Percentage of inferior quality items in each lot received by the supplier.

Cycle length of supplier.

Total Screening time of R units order per cycle.

Set up cost of supplier.

Purchase cost per unit item of supplier.

Holding cost per unit item for per unit time for supplier.

Cost per unit idle time of supplier.

Screening cost per unit item.

Selling price per unit of superior quality item for supplier.

Selling price per unit of inferior quality item for supplier.

Percentage of imperfect quality items suitable for rework to make perfect items.
Percentage of imperfect items which are suitable for sale through reduction.
Inventory level of perfect quality items for the manufacturer at any time t.
Inventory level of less perfect quality items for the manufacturer at any time t.
Demand rate of the retailer for perfect quality items.

Demand rate of the retailer for less perfect quality items.

Set up cost of manufacturer.

Holding cost per unit item for per unit time for perfect item in manufacturer.
Holding cost per unit item for per unit time for imperfect item in manufacturer.
Cost per unit idle time of manufacturer.

Inspection cost per unit item for manufacturer.

Reworking cost per unit item for manufacturer.

Production cost per unit item.

Selling price per unit of perfect quality items for manufacturer.

Selling price per unit less perfect quality items for manufacturer.

Inventory level of perfect quality items for the retailer at any time t.

Inventory level of less perfect quality items for the retailer at any time t.

Set up cost for perfect quality items of retailer.

Set up cost for less perfect quality items of retailer.

Holding cost per unit item for per unit time of perfect quality items in PW; for retailer.
Holding cost per unit item for per unit time of perfect quality items for the retailer in
secondary ware house.

Holding cost per unit item for per unit time of less perfect quality items in P for
retailer.

Selling price per unit of perfect quality items for retailer PW;.

Selling price per unit of less perfect quality items for retailer PW, .
Transportation cost perfect item for retailer.

Transportation cost of less perfect quality items for retailer.

Capacity of secondary warehouse.

Capacity of PW;(j=1,2).

Demand rate of customer for perfect quality items PWV/.

Demand rate of customer for less perfect quality items PWWs.

Denotes the fuzzy rough parameters.
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7.2.2 Assumptions

(i) Joint effect of supplier, manufacture and retailer is considered in a supply chain
management.

(i) Model is developed for single item products and lead time is negligible.
(ii1)) Production rate is a decision variable.

(iv) Demand for perfect quality items is deterministic and function of current stock level.
(v) Replenishment rate of manufacture is instantaneously infinite but its size is finite.

(vi) Unit production cost C(P) per unit item is considered as C(P) = L+ % + HP,
where G be the total labor cost for manufacturing the items, L and H are respectively
the material cost and tool/die cost per unit item.

(vii) The manufacturer has ignored the machine breakdown.
(viii) Cost of idle times of supplier and manufacturer are taken into account.

(ix) Showrooms PW; and PW; of retailer are adjacent.

7.3 Mathematical Formulation of the Proposed Model

Block diagram and pictorial representation of the proposed supply chain production inventory
model are respectively depicted in Figure 7.1 and Figure 7.2. Formulation of the model for
supplier, manufacturer and retailer are given in the subsections 7.3.1, 7.3.2 and 7.3.3
respectively.

| Supplier H Screening cell |—)| Production cell |—>| Inspection cell |

Reiectitemsl Tnventory of less perfect quality| ~ (Tnventory of perfect g Rework cell

items or reduction sale items quality items

/

Secondary ware house
for
Perfect quality items

I

Perfect quality items shop

Less Perfect quality items
or

Reduction sale items shop
Retailer show room

Figure 7.1: Block diagram representation of the proposed model
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Figure 7.2: Pictorial representation of inventory situation of the integrated model

7.3.1 Formulation of the Supplier

Here R be the lot-size received by the supplier at ¢ = (0. A screening process of the lot
is conducted at a rate of x units per unit time and ¢’ be the total screening time of R units.
Defective items are kept in stock and sold prior to receiving the next shipment as a single batch
at a discounted price of w’, per unit. R is the number of inferior quality items withdrawn from
inventory and ¢, is the cycle length of the supplier. The number of superior quality items in
each lot, denoted by N (R, 0) , is given by

N(R,0) = (R — Rf). (7.1)

Supplier supplies the superior quality items as a raw materials to the manufacturer at a rate P
up to the time ¢; and to avoid shortages, it is assumed that the number of superior quality items
N(r,0) is at least equal to the demand during screening time t/, i.e.,

N(R,6) > Pt (7.2)

Substituting equation(7.1) in equation(7.2) and replacing ¢’ by %, the value of R is restricted
to R<1-£

Sales revenue from superior quality items per cycle = ws(R — R0).

Sales revenue from inferior quality items per cycle = w’, Rf.

Procurement cost for the supplier per cycle = (Setup cost + Purchasing cost) = Ag + ¢, R.
Screening cost per cycle = s.IR.

Holding cost during (0, ;) = hs[w + 3729]

Idle time cost per cycle = I.s(T — t;).
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Therefore, the average profit (APS) of the Supplier during (0, T) is given by

1—
APS = ?@%u—m+w9 -ﬂgR—&—mRﬂ—gﬁl‘%}—@@—hﬂ
X
1 R R? 9
- [ — Zos+ ZiR+ Zos = Zoss s — ZusR } (7.3)
where t; = (B R‘g) and Z;5, 1 =0,1,2, 3,4 are independent of i and P.(See Appendix E)

7.3.2 Formulation of the Manufacturer

It is consider that a manufacturer produces some perfect and imperfect quality items at the rate
of P units during the period (0, t1), receiving the raw material from the supplier at the same
rate P during the period (0,¢;). Pe=*" and P(1 — e~“*) are respectively the expected quantity

of perfect and imperfect quality items at any time ¢, where « be the reliability parameter given
number of failures
total units of operating hours"

units per unit time become perfect quality after reworking and the portion (1 — 3)P(1 —e~")
are less perfect quality which are soled at a reduced price to the retailer. Here D, and D!, denote
the demand rates of a retailer for perfect quality and less perfect quality items which are met
by manufacturer during (0, ¢2) and (0, t},) respectively.

—at

by a=

Among the imperfect quality items, only SP(1 — e

For Perfect Quality Items of Manufacturer

The rate of change of inventory level of manufacturer for perfect quality items can be
represented by the following differential equations:

dgim {Pe‘at+ﬁP(1—e‘°‘t)—Dr, 0<t<t

dt -D,, ty <t <t (7:4)
with boundary conditions ¢,,,(t) =0 at t =0 and t = t,.
The solution of above differential equations are given by

P —at
) A=) =)+ (PB=D)t, 0<t<t
Qi (t) = { Dyt — 1), L <t <ty (7.5)

From continuity at ¢ = t;, following condition is obtain

§<1 —B)(1 —e ™)+ (PB— D,)t, = D.(ts — t,)

Pl
which implies ¢, = - [—(1 — B)(1 — e*) + Bty (7.6)

T

Now holding cost(H C'M,) for perfect quality items for manufacture is given by

to
HCMl = m qlm dt+h / qlm(t)dt
0 t1
I Ph,, t2 t2
= —(1-p) 5 (1= B)(L—e ) + hy, Pﬁ— Dyl

«
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and reworking Cost(RC' M) for Manufacture
t1 1
RCM:'rcm/ Pﬂ(l—eiat) dt:T’cmpﬁ[tl ——{l—eiatl} .
0 et

For Less Perfect Quality Items of Manufacturer

The rate of change of inventory level of less perfect quality items for manufacturer can be
represented by the following differential equations:

dgom Y(1=0)Pl—e)—D!, 0<t<t 7.7
a | —D,, t <t<t, '
with boundary conditions @o,,,(¢) =0 at t =0 and t = t,.
The solution of above differential equations are given by
— L1 —p)(1—et™ +[ 1-— P—D’]t, 0<t<t
Q2m(t) — /a?/( B)( ) 7( ﬁ) r =t = 1/ (78)
From continuity at ¢ = t;, following condition is obtain
, 1 P .
th= 27| = =11 = A1 =) +9(1 - B)Ph|. (7.9)
Now holding cost(H C M) for less perfect quality items for manufacture
t1 t’2
HOM, = 1y [ (@) dt+ 1, [ o)t
0 t1
P t 2 D/
= W, (1= B)[ (1= €)= atu| + A, [ Py(1 = 8) = D] - + W, (1 — )™
(0]

Production cost for the manufacturer= C'(P) Pt;.
Inspection cost= I, Pt;.

Holding cost for the manufacturer = [HC M, + HC M,
Set up cost of the manufacturer=A4,,.

Idle time cost for the manufacturer= 1., (7" — t2).

Revenue of perfect quality items for the manufacturer = s,, fg > D,dt = s,,D,ts.

Revenue of less perfect quality items for the manufacturer = s/, f(f >Dldt,= s, D).
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Average Profit of Manufacturer

Average profit (AP M) of manufacturer during the period (0, T') is given by

1
APM = [(strtQ +sl D) — {ws +O(P) + Ism}Ptl Ay — Lon(T — t)

TcmP . P _ t2 t2
— ﬂ{atl —(l-e atl)} —hm{gu—ﬁ){atl —(1-e atl)}+P6§1—Dr§2}

/ P —aty / t% D; /\2
{51 = B{(1— ™) —ati} +{3(1 = )P = D} 5 + (0 — 1)}

1 R R? 2
_ ?[_ Zom = Zim'p + ZonR + Zam 355 + Zim—s + Zon B — Z6mPR2].

where Z;,,, + =0,1,2,...,6, are independent of R and P. (see Appendix E)

7.3.3 Formulation of the Retailer

Customers’ demand for both perfect and less perfect quality items are met by the retailer
through the adjacent showrooms PW; and PW, respectively. Retailer has a secondary
warehouse STV to store the excess perfect quality items which are continuously transferred to
the showroom PW,. Less perfect quality items are directly transferred to the showroom
PW,. Transportation cost is taken into account to transfer each items from production center
to the showrooms.

For Perfect Quality Items of Retailer

In this case the demand rate (D..) of customers at PWW; has consider as stock dependent as the
following form

oy + g, 0t <13
D, = ar+ BiWh, t3 <t <ty
ar + Biqiy, ta<t<T

Now the corresponding rate of change of on hand inventory of perfect quality items are given
by

dqlr o Dr_Dca OStStQ
dt —D., tp <t <T

with boundary conditions

0, att=0
Wl, at t =t3
Qr(t) = S, att =t
Wl, at t =14
0, at t =T
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Therefore the solutions of above differential equations are given by
(P (l—e), 0<t<ts
Wi+ | D, — (o1 + 51W1)] (t—t3), t3<t<t
arlt) = S — |(an + BiWh) | (t — t2), o<t <ty (7.10)
O s ] ty <t<T
S
1 Wi B
N r(t3) =W) = t3 = ——log(1 — 7.11
ow, gi,(t3) 1 = t3 5, og( D 041) (7.11)
S—-Ww;
(ty) = Sgivesty =ty + —————— 7.12
@ir(t2) = Sgivesty =ty + o L AW (7.12)
and W, + [DT ~(ar + ﬁlwl)} (ty —t5) = S (7.13)
1 D, —But:
Drlt) = Wa = T =ty + - log (A=) - (7.14)
1 1

Holding cost(HC RW) of the secondary warehouse SW is given by

HCRW = hy, /t tz{qh«(t) — Witdt + hys /t t4{Q1r(t) — Wi} dt
= h;s |:(D7‘ — (a1 + 5iW))(t2 — t3)2 — (ay + BiWy) (s — t4)2]

Holding cost(HC RS;) of the showroom PW] is given by

t3 ta T
HCRS, = h, / g (8) dt + Iy / W dt + / g (1) dt
0 t3 tq

D, — o e Pits ]
= h, — — | +Wih,(ty — t
B [ B /31} (s = ts)
aq 1 e~ P1(ta—T)
—hy— (T —t))+ — — ———
5Tt + g =5

Transportation cost(7'C' PR) for perfect quality items of retailer is given by

T
TCPR = ctr/ D¢ dt
0

D, D,—a; _ o1 _ _
= Ctr[&n + BWL) (b — t5) + Dyty — == + ————e Ats 4 —Le7AiltamD]
By By By
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Revenue from selling perfect quality items is given by

T
REPR = sr/ D.dt
0

D, —ay 6—51153 + ﬂe—&(m—T)} )

ata B

Hence the total profit of the retailer from the perfect quality items is given by

B [(041 + BW)(ts — t3) + Dyt —

D,

TPRy, = s, [(al + By Wh)(ty — t3) + Dyts — B_lr L4 51 N ~pts ﬂi o—Bilta— T)}
—Cir [(041 + 51 Wh)(ty — t3) + Dyts — lﬁ)T %eﬁm + %eﬁl(MT)]
1 1 1
_h; [(Dr — (o + LW (s — £3)2 — (a1 + BuiW1) (2 — t4)2} A
D, — —Bits 1

_hr[ 5 o (ts + € 7 _ E) + Wi(ty —t3) — %{(T —t4)

1 —Ai(ta—T) P 2 2
b= g ] s 0 - Bet - ey PR - D3

For Less Perfect Quality Items of Retailer

In this case demand rate (D’) of customers at P, is assumed as selling price dependent
defined as D!, = (a — bs!.) and corresponding change of on hand inventory of less perfect
quality items are given by

dgpy [ D.—D., 0<t<t)
a | -D., % <t<T

with boundary conditions ¢o,.(1) =0 at t =0 and t =1".
The solution of above differential equations are given by

_ J DDt 0<t <t
wnll) = { —D(t=T"), t<t<T 71

From continuity condition at ¢ =t,, 7" = [7(1 — B)Pty — L~y(1 - B)(1 - e*atl)].

Also QQr(t,Q) = WQ i.e., W2 = (]. — D—Z) |: — E’y(]. — 6)(1 — e_atl) + ,7(1 _ 5)Pt1i| .
Holding cost(HC RSs) of the showroom PW, is given by

t, T
HCRS; = I, / Gor(t) dt + h. / qor () dt
0 t,
h/
= S|(Dr - Dot + ity — T
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Transportation cost(T'C'I R) for less perfect quality items of retailer is given by

T/
TCIR = ¢, [ D.dt=d,DT.
0

Revenue( REIR) from selling less perfect quality items of retailer is given by
T/
REIR = s, D.dt =s. DT

0

Total Profit(T'PR;) of Retailer for less perfect quality items is given by

TPR, = (s~ d,} DT = %2 [(D} — D+ DIty ~ ) - 4,
e ) _ ot D
s [ =g {1 - e —at }+ (Pr(1 = B) - D)+ Trt — 1],

Average Profit of Retailer

Average Profit(APR) of Retailer during (0,7) is

1
APR = —[TPR,+ TPR,)]

T
1 D, D,—
= T [ {(041 + iW1)(ty — t3) + D, t3 — 5 + —Tﬁ il e Pits 4 %eﬁl(t“ﬂ}
1 1 1
D Dr—ar g4, O _pitu-)
—ctr{(a1+51W1)(t4—t3)—|—Dt3——+—e 13+—6 1it4 }
B B b1
hys
—Q{wrwm+mm»@—w-4m+&wmw—m%+¢mf
h, D, —Bits
¢, DT = 2 {(D' DO+ Dt _T')2} - hr{ i Uity + & i
1 1 —Br1(ta=T) P
P _ i1 t3 P .
~S0=A =)+ P8L - D2} = 5, { (1= )1 - e
P t? D!
~L(A =B+ (PY(1=B) = D)+ (= )P} = A — 4
1 R? , R Rt
= %o+ ZuR+ Do+ 2y B 4 2y + Zwﬁ} .

where Z;,., + = 0,1,...,5 are independent of R and P (See Appendix E).
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7.3.4 Integrated Average Profit
Average Profit(/ AP) for the Integrated Model during (0, T') is

IAP = [APS+ APM + APR]
1 R R? R? R? R
= T %+ %5+ %R = Dy + Zags — ZsPR* — ZsR* + Zn 5+ Zsps

where Z;, 1 =0,1,...,8 are independent of R and P (See Appendix E).

7.3.5 Model in Fuzzy Rough Environment

In this environment, all holding cost, idle cost, setup cost and transportation cost have been
considered fuzzy-rough parameters. Then the corresponding fuzzy-rough objective functions
for supplier, manufacturer and retailer are given by

~ 1' ~ ~ ~ R ~ R2 =~
APS = | = Zost ZuR + Zogs — Zyooo — 7, 2}
S Al 0s + Z1sR + 25 555p 4s R
A: 1' =~ ~ R ~ ~ R2 =~ 2 ~ 2 =~ 2
PM = —| = Zon—Zinp + ZonB+ Zon s + Zan 5 + ZomR —ZﬁmPR]
~ 1': ~ ~ R2 ~ ~ R3 ~ R4
and APR = T_ZOT+ZMR+Z2,,§+Z3TR2+Z4TF+Z5TE]

Also the fuzzy-rough objective functions for integrated model is given by

IAP = [APS+ APM + APR]
1r= = R = = R? - 2 = = - R = R4
= 7 ZO+Zlﬁ+ZgR—Zgﬁ+Z4ﬁ—Z5PR2—Z6R2+Z7F+ZSE

T jcs; fcma afp, Cgp are defined

[S
D
3

-

where fuzzy rough parameters l:zs, }:zm, ﬁ;n, }:zr, iZ, h
as follo_ws,_ o B
th - (hsla hs27 hs37 hs4) Wlth hst |_ ([hst27 hst3]7 [hsth hst4]), 0 S hstl S hst2 < hst3 S hst4’

Bm = (Emlaﬁm%ﬁm&ﬁnﬂ) with Emt - ([hmt27 hmtS]a [hmtb hmt4]>,

Q S hmtl S hmt2 < hmt3 S hmt4-

H;n = (Hmlaﬁm%ﬁmfﬂaﬁm@ with Wmt - ([h;nt% h;nt3]7 [h;nﬂ’ h;nt4])’

0 < hypr < Moge < Pgs < Mg

}_ir = (hT17 hr27 hr37 hr4) with hrt = ([hrt2> hrt?)}’ [hrﬂa hrt4]>» 0 S hrtl S hrt2 < hrt3 S hrt4-
tLIr = (Frlaﬁﬂvﬁﬁaﬁﬂ) with Wrt - ([h;tm h;t3]7 [h;tla h;tél])’ 0< h;tl < h;tZ < h;tS < h;t4'
}_lrs = (Ersl7ﬁrs27ﬁrs3>ﬁrs4) with Erst - ([hrst27 hrst3]7 [hrstla hrst4]>7

0:§ hrsﬁ Sﬁrst2_< hﬁt3 S hrstﬁ

As = (A517A52,A537AS4) with Ast H ([Ast27Ast3]7 [A8t17ASt4])’ 0 S Astl S Ast2 < Ast3 S
45154-

Am = (Amb Am?a Am37 Am4) with Amt - ([Amt2> Amt3]a [Amtb Amt4]),

0 S Amtl S Amt2 < Amt3 S Amt4-
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jr = (Zrla Ar27 Ar3>Zr4) with Zrt = ([Art27 ArtS]a [Arth Art4])a 0 S Artl S Art2 < Art3 S
A,

1
I_cm - (Tcm1770m2770m37 7cm4) Wlth 7cmt |_ ([[cmt2> IcstS]a [Icmtb [cmt4]),
0 S Icmtl S [cmt2 < [cmt3 S [cmt4-

Ctp = (Etplaatp276tp375tp4) with Cipt - ([Ctpt27ctpt3]7 [Ctptluctpt4]>’ 0< Cipt1 < Copra < Ceprz <
Cipta-

(T - - - i T / / / / / / /

Cop = (Ctp1s Cp2s Cipsy Cipa) With ¢y ([Ctpt27 Ctpt?)]’ [Ctpth Ctpt4]>’ 0< Cipt1 < Cippa < Cippz <

/
Cepta-

7.3.6 Model in Equivalent Crisp Environment

In this environment, using Lemma 2.4 and Theorems 2.2 & 2.3, the fuzzy rough objective
functions for supplier, manufacturer and retailer are given by

EAPS = E[APS]= %[— ElZos) + E[Z,R + E[Zs]ﬁ E[Zs,) f ; E[Z,,|R?
EAPM = E[APM] = % | = ElZon] - E[Zm]g + E[Zom] R+ E[Z,m]%z
+E[§4m]R?f + E[Zs|R? — E[Zsw| PR?
and EAPR = E[APR]
= 7{ [E[ZOT] + E[Z,]R + E[Zgr]g + BZy|R* + E[Zr]f E|Zs)] ]]ﬁ

Also the objective functions for integrated model is given by

EIAP = E[IAP]= [E[Af?S] + E[APM] + E[APR]

- l[E[é]+E[Z]R+E[Z]1~z E[Z]EJFERQ—E[E]PR?—ER?
i 0 15 2 5p ) 5 6
- R3 ~ R4
+E[Z7]F + E[Zs]ﬁ]
i LA ) LA
where Elhs] = 16 Z Zhstk, Elhy| = 16 Z [ — =16 zzhmtk’
=1 k=1 t=1 k=1 t=1 k=1
) 4 4 ~ R
7 L/ /
h 16 Zzhrﬂm E[hr] Ezzhrﬁm 7"5 16 ZZhTStk’
=1 k=1 t=1 k=1 t=1 k=1
i RN i} R 5
A — 1_6 ZZAstka E[Am] = E Z Amtk7 A 16 Z ZATHC’
t=1 k=1 t=1 k=1 t=1 k=1
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~ 1 4 4 ~ 1 4 4 ~ 1 4 4
Is — E Zzlcstky E[Icm] — E ZZIcmtlm E[Etp] - Ezzctptka

t=1 k=1 t=1 k=1 t=1 k=1

= 4 4
E[Cép] - % thl Zkzl C:fptk

7.3.7 Stakelberg Approach (Leader-follower Relationship)

In this case manufacturer is leader, supplier and retailer are followers. Also, optimum values
of the average profit of supplier and retailer are obtained by putting the optimum value of the
decision variables, which are obtained by optimizing the average profit of manufacturer. Using
the equation (7.6), (7.11), (7.12), (7.13) and (1 — e~ ") ~ at;, in the equation (7.14), the

relation T' = 5P R+, is obtained where # is given by to = > 1=+ 5-log [(1 —2o)(1-

e‘ﬂlt?’)] and it is independent of R and P and.

When both R and P are Decision Variables:

The expected average profit of manufacturer is given by

1 = = R = = R2 = R2

VE[Zsn]R? — E[26m]PR2]
where E/ [ézm], i=0,1,2,...,6, are independent of R and P(see Appendix E).

The necessary conditions for maximum value of EAPM(R,P) are aiR(EAPM ) = 0 and
2 (EAPM) = 0 which gives respectively

=0 100y~ {1~ OBV i B} + (28 L0

D.T D.T J\P P DTP
. 1— 0)R? - -
{ E[Zsm] + E[Z4m]} n {2R _ %}{E[Z&n] _ PE[Zﬁm]} —0 (7.16)
R - R - R -
and E[Z1,,) — 77~ 2E[ng]ﬁ - E[Z4m]ﬁ — E[Zem)R* =0 (7.17)

Solving (7.16) and (7.17), we can obtain the optimum value of R and P, say R* and P*.

If {8R2(EAPM)}{8P2 (BAPM)} — {BPGR(EAPM)} > 0,2 (EAPM) < 0, and

25 “(EAPM) < 0 holds for R = R* and P = P* then EAPM (R*, P*) is maximum.
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Now £(BAPM)| e <0
(-9 (1-0) (1-0)°R*\ . 2 (1—0)°R*
., EZom { _ }E Zim {—
be = paper Bl T\ eps — papeaps jEAw YT

(-9 }E[ézm] N {(1 — 0)?R*? 1 2(1-0)R* }E[ng] { (1—6)

D, T+ D2T?p? T PR T T D,2T+2 P

1 20-0)k 21— 0)R*  (1—0)2R?\ _ =
P D, T* P~ }E[Z4m] + {1 — DT P~ DT2T*2 }E[Z5m]
_{P DT D272 }E[Zfsm] <0 (7.18)
and 5 (EAPM)]ar (e py < 0
~ R* ~ x2 ~ *2
i-c. —BlZin| 55+ 3E(Zom] g + BlZum] 55 < 0 (7.19)
0? o? 52 9
and [{aR2<EAPM)}{aP2(EAPM)} {8P6R(EAPM)} Lt ey 0 (7.20)

Therefore, EAPM(R*, P*) is maximum if the relations (7.18), (7.19) and (7.20) holds and the
corresponding optlmum average profit of supplier and retailer are

EAPS(R', P*) = | = ElZo,) + EZ1) R + B[22 — ElZs,) % — ElZi] R
EAPR(R*, P*) = [E[ZOT] + E[Z3,[R* + B[22 + E[Zs, )R + E[Z4,) %
E[ZST]

P*Q} where T* = 1D;fR* + 1

When P is only Decision Variable
The necessary conditions for maximum value of EAPM(P)is %(EAPM )=0

~ R ~ R2 =~ R2 ~
e BlZun| 55 = 2E(Zsn] 57 — ElZin] 55 — EZgm|R* =0 (7.21)
which gives the optimum value of P, say P**.
If dd; (EAPM) <0 hold for P = P** then EAPM(P**) is maximum.

2

d R
Now — 5 (EAPM)]ut pope- < 0gives B[ Zun) = 3E[Zsn) 5,

Therefore, EAP M (P**) is maximum if the relation (7.22) hold and corresponding optimum
average profit of supplier and retailer are respectively

EAPS(P™) = % | = ElZos] + ElZ1|R + B Za)| 4% — ElZs,) 7%=
EAPR(P™) = £|ElZy] + B[Zu|R + B[Zx)

4

+E[Z—,r] P}iz] where T = ID;fR + t

— E[Zum|R <0 (7.22)

_ E[ZS]R?
+ E[Z3,)R? + E[Z4,) 22

2P**

2 Px* Px*
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7.3.8 Integrated Approach

When both R and P are Decision Variables:
The necessary conditions for maximum value of FIAP(R, P) are %(EI AP) = 0 and
(,%(EI AP) = 0 which gives respectively

{1 _ W}{lméﬂ + E[Z]} - {1 + m}{ﬁE[Zg]

D, T P oD, T Iz
7 > 1-0),. 2 2R (1-0)R>\ _ =
+2PRE|Zs) + 2RE[ZG]} - S Ela) + {ﬁ _ W}EW
3R2 (1-0)R*y _ =, [(4R% (1—0)R*\ . =,
+{ P DTP }E%H{ P D.IP? }E[Zs]—O (7.23)

2

and [E[Z] + E[ég]g + QE[ZL]% + E[Z]RPZ + E[§7]R2 + QE[Z;]RF]

Solving (7.23) and (7.24), we can obtain the optimum value of R and P say R* and P*.
If {832 (BIAP)}{ G (EIAP) } — {8P8R(EIAP)} > 0, £ (EIAP) < 0 and
El AP) < 0 holds for R = R* and P = P* then EIAP(R*, P*) is maximum.

E[AP)} e <0
at(R*,P*

o

Now 2 (.

pe, 20" gz 20 —0) { (1=-O)R 1}{1E[él] + E(Z)}

D, 2T D, T* D, T* P
21— 0)2R*2  2(1 — O)R* 2 2(1—0)2R*2?
_{1 ( 5 )2 _ ( ) }E[Zg]“[‘{ 2_|_ ( 2) *2
D,2T*2 P+ D, T+ P~ P D,2T*

_—4(1)71*9 }f* VEZi] - {2P" + 201 ;?);1;*3*2 _ 4l ;f%]:*R* }E1Z]

{2+ 2(1D:20T)i5*2 - 4(153)}%* VEIZs] + {6]_5 + 2%;£)22]i*3
—%:T—QDIEM}E[Z] + {12}352 + 2&%@224 - 8%r;f])3?2*3}E[28] <0 (7.25)
and %(EIAP)]M(R*’P*) <0

ie., [QE[Zl]]?*g + E[Zs) i*i +6E[Z,) ]R;*z +2B[Z, ]ﬁ*3 + 6E[Zs ]]Jz—j} <0 (7.26)
and [{ aiQ(EIAP)}{ aa;(EIAP)} { > g;R(EIAP)} Lt(m,p*) >0 (127)
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Therefore, IAP(R*, P*) is maximum if the relations (7.25), (7.26) and (7.27) holds and
corresponding optimum integrated average profit of the supply chain is

i i 1 R* i R*Z R*2
EIAP(R*,P*) = F[E[Z |+ B2 35 + EIZIR = Zy 5 +E[Z4}P ;
= R*3 R
—E[Zs)P*R** — E[Z¢|R* + E[Z] Bt E[Zs ]P*Q
.y
here T* = Lt
where D R*+ 1

When P is only Decision Variable:

The necessary COIldlthIlS for maximum value of EIAP(P) is o5 (EI AP) = O
E[Zl] - E[Zg] 2P2 + 2E[Z4] -+ E[Z |R? — E[Z7] >+ 2E[Zg] =0

Wthh gives the optimum value of P, say P**.

If £ (EIAP) < 0 hold for P = P** then EIAP(P**) is maximum.

ap?

Now dP2 (EIAP)]at p—p < 0 gives
= R R? R? R? R*
~2B[Z)) - 5 + E[Z; s 6E[Z4 o 2E(Z- s 6E[Zs o <0 (728)

Therefore, E1AP(P**) is maximum if the relation (7.28) hold and corresponding maximum
integrated average profit of the supply chain is

Kk 1 = = R R2 = R2
EIAP(P") = — [E[ZO] B2 G + ZoR — Zygp + BlZi 5
. R? - R
~ 7Py R — BIZ|R’ + E|Zd) 5 + ElZs) 55|

7.4 Numerical Illustration

To illustrate the proposed production inventory model, we consider the following numerical
data in Table 7.1 and 7.2. The optimal values of the decision variables and corresponding
profits are given in Table 7.3 and 7.4. Also sensitivity analysis has been performed of the
profits, production rate (P) and inventory level (R) of supplier with respect to different
parameters are shown in Figure 7.3 to Figure 7.12.
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Table 7.1: Values of different crisp parameters

Parameters Value | Parameters Value | Parameter Value | Parameter Value
0 0.11 Tem 2 C, 40 S 335
x 20 Sm 158 Wy 90 Wi 45
0.10 s 108 w 55 Wy 16
0.44 Sy 176 Ry 16 a 51
¥ 0.78 sh, 135 H 0.02 b 0.17
aq 20 S, 0.35 G 10 D! 35
B8 0.2 D, 36
Table 7.2: Values of different fuzzy-rough parameters
Fu-Ro Fu-Ro Input Expected | value
parameters value values value
77,5 near roughly(0.5) (.49, .50, .51, .52) with ([-.04,.04],[-.08,.08]) E[?LS] 505
?Lm near roughly(1.7) (1.5,1.6,1.7,1.8) with ([-0.2,0.2],[-0.4,0.4]) E[lem] 1.65
. near roughly(1.5) | (1.35, .40, .50, 1.55) with ([-.18,.18],[-.36,36]) | E[A.] | 145
h, nearroughly(1.6) | (1.54,1.6, .63, 1.67) with ([-.12,.121,[-.24,24]) | E[h,] | 1.61
b nearroughly(1.3) | (T.15,1.22, 1.3, 1.37) with ([-.11,.111,[-.22,22]) | E[A] | 1.26
}:Lrs near roughly(1.8) | (1.67,1.72,1.80,1.85) with ([-.13,.13],[-.26,.26]) E[fLm] 1.78
A, nearroughly(420) | (416,420, 425, 428) with ([-.30,.30],[-.60,.60]) | E[A,] |422.25
A, near roughly(500) | (486, 405, 500, 510) with ([-.29,.291,[-.58,.58]) | E[A,] |491.50
f:lr near roughly(400) | (395,400, 408,410) with ([-.35,.35],[-.70,.70]) E[/:lr] 403.25
lis near roughly(3) (2.5,2.8,3.0,3.15) with ([-.3,.3],[-.6,.6]) E[fcs] 2.86
L, nearroughly(2) | (1.9,1.06,2.0,2.04) with ([-21,211,[-42,42]) | E[L.] | 1.97
Eop nearroughly(1.4) | (1.36, T.40, .43, T.47) with ([-.14,.14],[-.28,28]) | E[é,] | 142
4, nearroughly(1.0) | (:90, 97, T.0, T.06) with ([-01,.011,[-02,02) | E[d,] | 0.98
where value of h, is near roughly (0.5) = (T9 EE .52) Wlth oscillation
([~.04, .04], [—.08, .08]) means that -49 - ([.45,.53], [41,.57)), 50 I ([.46,.54], [.42, .58)),

BT ([47,.55], [43,.59]) and 52 - ([.48, .56], [.44, .60]).
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Table 7.3: Optimal result when P and R are decision variables

Approach | Total profit | EAPS | FAPM | EAPR R P

Stakelberg 5126.616 1543.341 | 1814.635 | 1656.160 | 3217.589 | 64.9821

Integrated | 5176.606 1596.751 | 1872.695 | 1707.160 | 3189.629 | 69.8521

Table 7.4: Optimal result when P is decision variable and R = 3225

Approach | Total profit FEAPS | EAPM EAPR P

Stakelberg | 5012.614 1512.752 | 1714.346 1751.426 | 63.64570

Integrated | 5049.634 1582.912 | 1759.146 1707.576 | 67.37870
S ity Parameter (o o Ololielgi:m:tayo P;i;n:::ero<ﬁ> e

Figure 7.3: Reliability parameter («) vs P Figure 7.4: Reliability parameter (o) vs R
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7.4.1 Discussion

From Table 7.3 and 7.4, it is observed that profits under the integrated approach is greater than
the Stakelberg approach and hence the former approach is better than the later approach. The
sensitivity analysis in section 7.4 shows that with increase of the reliability parameter «, (i) the
profits of the supplier and retailer are slightly increasing (Figure 7.5), (i7) the values of P and
R are gradually increasing (Figure 7.3 & 7.4) but (zi¢) both profits of the manufacturer (APM)
and the integrated profit (IAP) are gradually decreasing (Figure 7.5 & 7.6). From Figure 7.7
to 7.10 it is also seen that the values of APS and IAP are decreasing but initial amount of
inventory level of supplier is increasing with increase of 6. It is also noted that the values of
APS and TAP increase with the screening rate (x) of the supplier.

7.5 Conclusion

This chapter develops a three layer supply chain production inventory model involving
supplier, manufacturer and retailer as the members of the chain who are responsible for
performing the raw materials into finished product and make them available to satisfy
customers’ demand in time. In comparing with the existing literature on the supply chain, the
followings are the main contributions in the proposed model:

Inspection cost is incurred during the production run time and manufacturer continuously
inspects as well as separates the perfect quality items, less perfect quality items, repairable
items which are transformed into perfect quality items after some rework, and rejected items.
Here, reworked cost is considered by the manufacturer to repair a certain percent of imperfect
quality items. Demand rate of customers for perfect quality items and less perfect quality
items are respectively assumed to be stock dependent and selling price dependent. Here
retailer have two showrooms PW; and PW, of finite capacities at busy market place and the
market demands of perfect and less perfect quality items are respectively met through the
showrooms PW; and PW,. Retailer has a secondary warehouse SW of infinite capacity,
away from busy market place, to store the excess amount perfect quality items from where
the items are continuously transferred to the showroom. It is considered that the holding cost
per unit per unit time at SW is less than the holding cost at PI¥; per unit per unit time. The
repairing costs of corrective and preventive maintenance should also be considered, as these
costs increase the unit production cost. Inventory and production decisions are made at the
supplier, manufacturer and retailer levels. Actually in this chapter, the coordination between
production and inventory decisions has been established across the supply chain so that
integrated average profit of the chain is maximum.
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Chapter 8

A fuzzy imperfect production inventory
model based on fuzzy differential and

fuzzy integral method

8.1 Introduction

The fuzzy set concept has been used to treat the uncertainty in the classical inventory model.
This set theory, originally introduced by Zadeh [239], provides a feasible approach to deal
with the fuzzy uncertainty problem. The considerable attention has been attracted to fuzzy
circumstance in the literature. For example, Park [164] used fuzzy inventory cost in economic
order quantity model. Chang [24] discussed how to obtain the economic production quantity,
when the quantity of demand is uncertain. Chen and Hsieh [29] established a fuzzy economic
production model to treat the inventory problem with all the parameters and variables being
fuzzy numbers. Hsieh [93], Lee and Yao [128], and Lin and Yao [137] also wrote some
papers about the fuzzy production model. Except these there exist many other papers such as
Das et al. [51] in which uncertainties have been solved using fuzzy set theory.

Traditional EPQ models assume that all items made are of perfect quality. However, in
real world manufacturing systems, due to manufacturing operator, machine-component
and/or other factors, generation of defective items is inevitable. It is more realistic to assume
that all industries produce a certain percent of imperfect quality items. Such a production
process is called imperfect production (cf. Salameh and Jaber [184], Yoo et al. [237]).
Among other researchers, Salameh and Jaber [184] developed an inventory model which
accounted for imperfect quality items using the EPQ/EOQ formulae. They assumed defective
items are sold as a single batch at the end of the total screening process. Moreover,
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Porteus [166] assumed that the probability of a shift from the ‘in-control’ state to the
‘out-of-control’ state has a given value for each production item. Rosenblatt and Lee [181]
proposed an EPQ model that deals with imperfect quality. They assumed that at some random
point in time the process might shift from an in-control to an out-of-control state, and a fixed
percentage of defective items are produced. Cheng [32] examined an economic order quantity
model with demand-dependent unit production cost and imperfect production processes.
Several researchers have applied fuzzy or rough sets theory to solve production inventory
problems. Recently, Chiu et al. [40], Jaber [100], Lin et al. [138], Chung and Hou [42],
Lee [129], Lo et al. [145], Das et al. [51] have been carried out to address the issues of
imperfect production and reduction of its corresponding quality costs. From the previous
researchers, we can find that some papers discussed fuzzy costs, fuzzy demand etc. but till
now no one has considered fuzzy defective rate, fuzzy time on which imperfect production to
be started. Therefore, to study Fuzzy Economic Production Quantity (FEPQ) model
considering the above lacunas with imperfect products which cannot be repaired is very
important in vague environment.

Recently, it is noted that most of the consumers are increasingly demanding good-quality
products. With a rise in consumer consciousness, providing defective products to customers
not only increases service and replacement costs, but it may also cause inestimable damage to
the credibility of the company. Regarding these imperfect systems, an understanding of the
relationship among production, inventory, inspection, and maintenance can assist a manager
to perform operation control and quality assurance in a more effective manner. In actual
production processes, the process begins in a controlled state, but it may change to an
out-of-control state as production proceeds, and some non-conforming items may appear.
The conditions of a production system are tracked through inspection to ensure that
consumers do not receive defective products. The purpose of the inspection is to determine
the state of the production system and of product quality. The quality costs must be balanced
with inspection costs when deciding on the frequency of the inspections to be performed.
Therefore, the schedule of the inspections is essential. Wang and Sheu [210] generalized the
model of Porteus [166] introducing a product inspection policy. Wang [214] extended Kim
and Hong’s [118] work considering a product inspection policy only at the end of the
production run, instead of full inspections during a production run.

The classical inventory models developed for constant demand rate can be applied to both
manufacturing and sales environment. In the case of certain consumer products, the
consumption rate may be influenced by the stock levels. This phenomenon induces some
researchers to consider stock dependent demand rate. The traditional literature dealing with
inventory model usually assumed the market demand to be constant, stock dependent, time
dependent and stochastic etc. in many real situations. However, it is very difficult to estimate
the probability distribution of market demand due to the lack of historical data. Given the
situations, they can only use linguistic terms, such as the market demand is about d,;, but not
less than d;, and not larger than dp, to describe the fuzzy market demand. In this case, the
demand quantity is approximately specified based on the experience. Some papers have dealt
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with this case by applying fuzzy theory. Petrovic and Vujosevic [165] first proposed a
newsboy-type problem with discrete fuzzy demand. Dutta et al. [67] presented a
single-period inventory problem in an imprecise and uncertain mixed environment, and
introduced demand as a fuzzy random variable. Zhen and Xiaoyu [242] considered the
multi-product newsboy problem with fuzzy demands under budget constraint. Kao and
Hsu [107] constructed a single-period inventory model with fuzzy demand. Li et al. [133]
established two single-period inventory models in fuzzy environment, one of which assuming
demand is stochastic while the holding and shortage costs are fuzzy, the other assuming the
costs are deterministic but the demand is fuzzy. Lee and Yao [128] discussed the production
inventory problems for fuzzy demand quantity. Taleizadeh et al. [201] extended an uncertain
EOQ model for joint replenishment strategy with incremental discount policy and fuzzy
rough demand.

Table 8.1: Summary of related literature for EPQ/EOQ models

Author(s) Imperfect  Fuzzy Fuzzy time(7) which Fuzzy  Formulation Imprecise
production defective shifts in-control demand using FDE  environment
rate to out-control rate

Park [164] v v

Chang [24] vV vV

Chen and Hsieh [29] Vv v

Lee and Yao [128] vV V vV

Lin and Yao [137] vV V
Salameh and Jaber [184] +/

Cheng [32] vV

Wang [214] v vV

Dutta et al. [67] vV V vV

Zhen and Xiaoyu [242]  / vV

Kao and Hsu [107] vV vV vV
Taleizadeh et al. [201] vV V
Present model vV Vv Vv vV Vv v

In this chapter, an imperfect production model has been considered with fuzzy defective
rate. Here production starts with a constant production rate up to a variable time. At the
beginning of a production process, the system is assumed to be in a controlled state and perfect
items are produced. During production-run-time, the manufacturing process may shift to an
‘out-of-control’ state after certain time that follows a fuzzy number. In ‘out-of-control’ state,
a percent of produced items is defective. The defective items are sold at a single lot after
end of the production at a reduced cost. Then, two profit functions have been formulated and
optimized through some numerical illustrations.
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CHAPTER 8. A FUZZY IMPERFECT PRODUCTION INVENTORY MODEL BASED

ON FUZZY DIFFERENTIAL AND FUZZY INTEGRAL METHOD

8.2 Notations and Assumptions

To formulate the proposed model, we have used the following notations and assumptions

8.2.1 Notations

The following notations are used throughout the chapter.

S/
T
~

On hand inventory at any time ¢ in crisp environment for perfect quality item.
On hand inventory at any time ¢ in fuzzy environment for perfect quality item.
On hand inventory at any time ¢ in crisp environment for imperfect quality item.
On hand inventory at any time ¢ in fuzzy environment for imperfect quality item.

: Demand rate of perfect quality items in crisp environment.

: Fuzzy demand rate of perfect quality items in fuzzy environment.

. Production rate (P > D).

. Puzzy percentage of imperfect quality items per unit time with its a-cut [3L, 85].

: Fuzzy time from which the production system shifts from ‘in-control’ state to the ‘out-

) a}‘

of-control’ state with its a-cut [7.1, 72

: Duration of production run time.
: Production cost per unit item.

Screening cost per unit item.

. Inventory holding cost per unit for perfect item in production center per unit time.
. Inventory holding cost per unit for imperfect item in production center per unit time.

Selling price of perfect item per unit.
Selling price of imperfect item per unit.

: Length of business period.

Symbol is used on the top of notations to represent fuzzy parameters.

8.2.2 Assumptions

The proposed model based on the following assumptions:

(1) The model is developed only for a single item manufacturer which produces the items

at the rate of P.

(i1) Practically, it is seen that any production concern initially produces items to be perfect

since all resources are fresh i.e., the production system initially is ‘in-control-state’.
After some times, the production system produces perfect items as well as imperfect
items also since with the increase of time, the manufacturing system gradually
breakdowns i.e., the system enters in out-of-control state. Therefore, the production
system may be either in-control state or out-of-controled state. In this proposed model,
it is assumed that the production system is initially being a controlled state upto time 7
which is consider as fuzzy after that the production system goes to ‘out-of-control’
state.
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(i11)) Normally the rate of defectiveness is not be a constant, because it may vary in a
production system due to many factors such as production rate, machine component
etc. So it should be taken a uncertain quantity. In this proposed model it is assumed that
the defective rate () has been considered as fuzzy.

(iv) Itis a single item and single period (7") inventory model which is decision variable.
(v) Production rate (P) is constant.

(vi) In practical business world, sometimes it is seen that the demand of a retailer changes
due to various factors according to his/her business policy. So in nature, it is vague
and imprecise. For this reason, it has been considered a fuzzy demand of the retailer
from the manufacturer. Now in fuzzy set theory [244], there are some standard fuzzy
numbers such as triangular, trapezoidal, parabolic, general etc. which are considered for
illustration.

(vii) All imperfect items which are produced in out-of-control state, are sold altogether at the
end of production period at a reduced price.

8.3 Mathematical Formulation of the Proposed Model

In this paper, we consider an imperfect production inventory problem in which production
starts at time ¢ = O at the rate of P. Initially upto time 7 the system produces perfect item.
Then it produces both good and defective items during |7, ¢;]. Attime ¢; production stop. After
that, from the stock demand of the customer is fulfilled upto time 7". According to assumptions
T, 5 and D are taken as fuzzy numbers. Due to existence of fuzzy parameters, the inventory
level at any time 7 is also fuzzy in nature. Since there exist productions of perfect items and
imperfect items, hence here two separate inventories have been considered.

8.3.1 Formulation for Perfect Quality Items

In this case, the initially stock of the product of perfect items is zero then it starts production
at the rate P. The system produces good quality items during [0, 7] and it produces both good
and defective items during [7,t1], 7 € (0, ¢;). The total good items produced during [0, ¢;] are
used to meet the demand of perfect item upto time 7'. Production of the cycle stops at time ¢;.
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[nventory

o

0 7 t T Time
Figure 8.1: Pictorial representation of manufacturer’s inventory of perfect quality item

Under such consideration the inventory level of perfect item ¢; () at time ¢ satisfies the
following differential equations:

ks

G P-D,  o0<t<
qclit = { (P-D)-BP, 7<t<t 8.1)
D, h<t<T

subject to the conditions that, ¢;[0] = 0, ¢;[T] = 0.
To solve the fuzzy differential equations (8.1) first, we find out the solution ¢;(¢) in crisp
differential environment according to Chalco-Cano and Roman-Flores [19] is as follows

da(®) P—D, 0<t<r
qclit = (P-D)-pP, r<t<t (8.2)
_D, L<t<T

subject to the conditions that, ¢,[0] = 0, ¢;[T] = 0.
The solution of the above differential equations are

(P — D), 0<t<r
a(t) = (P—D)t+ 8Pt —pPt, 1<t<t (8.3)
D(T —t), t<t<T

Lemma 8.1. Manufacturer’s production rate (P), Demand rate (D), production time period

(t1) and business time period ('T') must satisfy the condition

(1— B)Pt; + BPT = DT (8.4)
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Proof. From the continuity condition of ¢, (t) at ¢ = ¢;, the following is obtained
e.,(1—=p)Pty+ Pt = DT
Hence the proof.

]

As q(t) is continuous for ¢ > 0, the unique fuzzy solution of equation (8.1) according to
Chalco-Cano and Roman-Flores [19] is given by

(P — D), 0<t<7
) = (P—D)t+ BPT—j3Pt, 7T<t<t (8.5)
D(T —t), th <t<T

with the condition (1 — 3)Pt; + 3P7 = DT.
Theorem 8.1. If T be a fuzzy number then (i) t < 7L for all o, provided that t < 7.

i)t > Tffor all o, provided that t > 7.

Proof. (i) Let t and 7 be two fuzzy numbers and ¢ < 7. Then the a-cuts of ¢ and 7 must satisfy

[tE tB] < [rL 7R], which implies that t¥ < 7L and ¢t < 7F

o) o

But since t is precise so t = t£ = ¢, Then t < 7L. Hence the proof.
(ii) Let ¢ and 7 be two fuzzy numbers and ¢ > 7. Then [t%, t%] > [rF, 77], which implies that

th > 7l and t? > 71
But since ¢ is precise so t = t£ = ¢/, Thent > 7. Hence the proof. O

Hence, a-cut of above equation (8.5) is given by

@ (t)[a) = laf (a, ), g (e, 1), (8.6)

where
(P — DBy, 0<t<rtkt
g (a,t) = ¢ (P—DEt+PBLrl— P, 78 <t<t
DL(T —1), t,<t<T

and

(P — Db, 0<t<7h
gi () = (P Dt + PBErS — PBLt, 7h <t <t
DI(T —t), ty<t<T
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Lemma 8.2. In fuzzy environment manufacturer’s production time period (t,) and business
time period ('I') must satisfy the condition either

i) {(1 = BMP+ DL~ DI}, + PBLrt = DET

or i) {(1 — BL)P + DE — Dg}tl + PBRrR = DET,

Proof. From the continuity conditions of ¢L(a,t) and ¢f(c,t) at ¢ = t,, the followings are
obtained respectively

i) (P — D™t + PBErL — PREt, = DY(T — 1))

ie., {(1 — BRYP 4 DL — Df}tl + PBLsl = DLT

or, ii) (P — D)t + PBI7yt — PByty = DT — 1)

ie., {(1 — BLYP + DE - Dg}tl + PBR7E — DET

Now from Lemma 8.1, it is seen that there exist variabilities of ¢; and I" for crisp value of
B, T and D. But in fuzzy environment, two relations are obtained. If ¢; and T satisfy both
these two relations simultaneously, then there will be loss of variability of ¢; and 7. Therefore
to maintain variabilities of ¢; and 7', they must satisfy either { (1- B8P+ DE— Dg}tl +
PBLrE = DLT or {(1 — BLP + DE Dg}tl + PBR7E — DET. Hence the proof.  [J

8.3.2 Formulation for Imperfect Quality Items

At the end of the screening process, the imperfect quality items are sold as a single lot. The
inventory level ¢3() at time t satisfies the following differential equation:

dag (t)

o = AP, F<t<t (8.7)

subject to the condition that, ga[7] = 0.
According to Chalco-Cano and Roman-Flores [19], first find out the solution ¢ () of the crisp
differential equation

CZQQ (t)
dt

= PP, T<t<t (8.8)

subject to the condition that, ¢»[7] = 0.
The solution of the above differential equation is given by

@(t) = BP(t—71), T<t<t (8.9)
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As ¢(t) is continuous for each ¢ > 0, the unique fuzzy solution (according to Chalco-Cano and
Roman-Flores [19] of equation (8.7) is given by

QL) = BP(t—7), 7<t<t (8.10)

Hence, a-cut of above equation (8.10) is given by

(1)) = g5 (a,t), & (o, 1), (8.11)

where
@ (a,t) = PBLt—70), 78 <t<t, (8.12)
@at) = PBI(t—71L), o <t<t (8.13)

8.3.3 The Profit Function of the Proposed Model

The total production cost (PC') in the production system during the cycle (0,7") is given by
PC=¢, /tl Pdt =c,Pt;
0
Total screening cost (SC') in the production system during the cycle (0, T') is given by
SC = ¢, /tl Pdt = ¢, Pty
0
The total set up cost in the production system during the cycle (0,7") =A,,

Theorem 8.2. Let f (x) be a bounded and closed-fuzzy-valued function defined on the closed
fuzzy real number system (Rg/ ~)g and f(x) be induced by f(x). Suppose thatb = & and
there exists a fuzzy number f such that a = é < b.

(i) If f(x) is non-negative as well as f=(x) and fE(x) be Riemann-integrable a-cut of f(z)

on [alt, bL] and [a%, bE] respectively for all o then

Ot’Oé Oé’O(

</; f(x) dx) [a] = [ * S () de + - fH(x)dz, “ R (x) dx + * fai(@) diﬂ}

af & ag &

Proof. If there exists a fuzzy number € such that @ < £ < b and f(a:) is Riemann-integrable

on [a, b], for all o then

/f dx /f )dz + /éf(x)dx,)[a] (8.14)
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Now. ( f5 J(a)de)la] = [ [ 1) da. [ [2(x) do]
and ([7 f@)dr)lal = [ [ f() da, [ f2(x) da]

Therefore,
134 &
/f )da) /f yar)o] = [ [ @y, [ R de]
afl ak

bL bR
+| [ f@yde | i) dal
g(} éa

> ([Hwws [ww)e = [ gwas [ e [ e

+ La R (x) dx}

o

Hence the proof. O

Theorem 8.3. Let f (Z) be a bounded and closed-fuzzy-valued function defined on the closed
fuzzy real number system (Rgr/ ~)g and f (x) be induced by f (Z). Suppose that a = b and
there exists a fuzzy number é such that a < é =0

(i) If f(z) is non negative and f%(z) and fE(x) are Riemann-integrable o-cut of f(z) on

la, EL] and (€1, 1), respectively, for all o then

/f dx / FL( dx+€f dx/ FR(z) dx + éfR()dx](815)

Proof. Similar proof of above theorem. [

Now a-cut of the total holding cost (HC') in the production system during the cycle (0,7) is
given by

1) = (ha /0 LG dt /~ 0 ) fo

T t1 T t1

= [ho [ dteydern, [y, [ dbwaari, [ o]
0 TR 0 L

= [HCi,HCﬂ(SGy),
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where

HCE =

«

HCE =

«

T t1
o / gb(t o) dt+ I, / db(t, ) dt
0 TR

t1

L t1 T
hm[/ qlL(t,a) dt+/ qlL(t,a) dt—l—/ qlL(t,a) dt] —i—h;n/ qQL(t,a) dt
0 T

R t1 TR
P

2
h/
+DE(T = t1)?] + 22 Pty — 7

(P = DEYB + (71 = (722} + 2PBErk(h — 70) — PAR{A - (7577}

T t1
. / Gt ) dt + I, / oLt ) dt
0 T

[

t1

R t1 T
ol [ dlterars [ aftardes [l ard] v a, [ o
0

T t1 T&

P [(P— DEYE + (52 — (527} + 2Pt — =) — POLE — (7))
+DX(T — tl)Q] + %P(tl —7h)?

The a-cut of total revenue (S R) in the production system during the cycle (0,7) is given by

SR[a]

where

= (s /0 "Dt + SBP( 7)) la]

T T
= s/ Dé dt+s’,6’£P(t1 —7’5),8/ Dfdt—l—s’ﬁfP(tl —Ti)}
L Jo

0
= [sDIT+§'BEP(ty — 71), sDIT + s/ B P(ty — Tj)]

= -SRé, SRf} (say),

T
SREL = s/ DEdt + s PBE(t, — 1) = sDET + ' PBE(t, — 71),
0

T
S = [ DR+ 4 PRt ~75) = sDIT + P3N — )
0

The a-cut of the total Profit (7'P) in the production system during the cycle (0, T') is given by

where

TPla] = [TPy(t,T), TR (t, T)|(say),

TPL(t,T) = %[535 ~ HCE — PO~ 50— A,].

1
TRH(1.T) = = [535 _HCE — PC — SC - Am}
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Finally, the model becomes:

8.4

Max TPL(t,,T) = [SRQ ~HCE PO~ SC — Am} ,

Max TPR(t,,T) [SRfj ~HCE — PC — SO — Am}

T
such that: 0 < Tf‘ <t;, 0<t; <T,

and {(1 — B®YP + DE - Df}tl + PBLrl = DET

or { (1= BE)P + Df — DL}, + PB7S = DET.

Solution Procedure

To get the optimum value of the production run time (¢;), business period (7') and average
profit in the proposed model, the following steps are necessary.

Step-1: Input the suitable values of crisp and fuzzy parameters of TPL(t,,T) and TPE(t,,T).

Step-2:

Step-3:

Step-4:

Step-35:

Step-6:

Compute the left a-cut (11) and right a-cut (1) of fuzzy parameter 7 as follows:

(i) If 7 be TFN such as 7 = (19 — Ay, 70,70 + Ag) then 79 = (190 — A1) + @/, and
T}% = (TO + Ag) — OéAQ.

(ii) If 7 be TrEN such as 7 = (19 — Ay, 70 — Ao, 7o + Az, 70 + Ay) then 7§ = (19 —
Ay) + a(Ay — Ay) and 75 = (19 + Ag) — a(Ay — Ag).

(iii) If 7 be PEN such as T = (19 — A1, 70, 70 + As) respectively then 79 = 79 — \/aA;
and 75 = 79 + /as.

(iv) If 7 be GFN such that 7 = (19 — Ay, 70 — Ag, 70 + As, 70 + Ay) then 79 = (19 —
A1)+\/5(A1 —Ag) andTg = (70+A4)—\/a(A4—A3). B B
Similarly, compute left and right a-cuts of other two fuzzy parameters 5 and D for TFN,
TrEN, PFEN and GFN.

Maximize the profit TPL(¢,, T') and obtain the optimal values of ¢, T, T PZ(t;, T) and
T PL*(ty,T) for different values of « using the standard LINGO software.

Maximize the profit T'P%(¢,, T') and obtain the optimal values of t,, T, T PX(t;, T) and
T P2 (t,,T) for different values of v using the standard LINGO software.

Maximize the both T'PL(t,,T) and T PZ by Fuzzy Programming Technique (FPT) and
obtain the optimal values of ¢;, 7" and average profit for different values of « using the
standard LINGO software as follows:

From the results of step-3 and step-4, the following pay off matrix can be constructed:

TPY(t,,T) TPE(t,,T)
TPL(t,,T) TPE(t,,T)
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Step-7: From this pay off matrix, two values U; and L; are defined such that they are the upper
and lower bounds of the j-th objective for each j=1, 2 respectively. Here, L; = higher
acceptable level of achievement, U; = aspired level of achievement for maximization,
which are computed as follows:

Uy = max{TPX(t;,T)}, Uy = max{TPE(t;,T)}
Ly = min{TP(t,,T)}, Ly = min{TP®(t;,T)}

Step-8: Then the membership functions ju; (T'PL(¢;,T)) and pue(T PE(ty,T)) corresponding to
the objective functions of T'PL(¢;,T) and TPE(t;, T) are constructed linearly as

follows:
0, it TPL(t,,T) < L,
p(TPL(t,T)) = § Db if [ < TPE(t,T) < U,
1, it TPL(t,,T) > U,
0, if TPE(t,,T) < Ly
pa(TPR(t,T)) = § Thalliole e 1) < TRR(t,T) < Uy
1, it TPR(t,,T) > U,

Step-9: Finally, according to the Zimmermann [244] method, the multi-objective programming
problem is reduced to the following single objective programming problem:

Max A

such that

pa (TPY (11, T)) > A,

pa(TP (11, T)) > A,

0<7ih<ty, 0<t; <T, A€ [0,1],

and {(1 —ghP+ DL - Df}tl + PpLsl = pLr

or {(1— BL)P + DF — DL}ty + PBL7H = DET.

8.5 Numerical Illustrations

To illustrate numerically the proposed model, according to Lemma 8.2 we have two relations
{(1= 8P+ DL — DR}, + PpLrt = DLT

and
{(L=85)P+ DE — DLV, + PAEE = DET
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, one of which is taken to compute ¢; and 7" optimizing objective functions. At first considering
the relation

{(1= B8P+ DL~ DE}ty + PBLrt = DET

the proposed model is optimized for the following examples and then the other relation
{(1=85)P+ DE - DL}ty + P3Ref = DET

has been considered to get the optimum solution but in this case latter it has been shown that
this relation is not acceptable due to some in-feasibility of the solution.

Example 8.1. The following parametric values are used to illustrate the model:

C, = %30, C, = $2, A,,, = $5200, s = $59, s’ = $35, h,,, = $1.00, A}, = $0.50, P = 3380.
Here, fuzzy parameters are considered as triangular fuzzy number (TFN) and their different
values are given below. T = (19 — Ay, 70,70 + A2) = (2,3,5), Ay = 1, Ay = 0.5, B =
(50—0’1, ﬁo, ﬁo+0‘2) = (007, 010, 015), o1 = 003, 09 = 005, D= (Do—pl, Do, D0+p2) =
(2500, 2559, 2631), p1 = 59, po = 72. This example is solved using LINGO-12.0. Table 8.2,
8.3 represent the optimum results when T'PL, TP are maximized separately and Table 8.4
represent the optimum results when 7'PE and T'P% are maximized simultaneously.

For the above parametric values, the optimum business time period (7™), optimum production
time period (¢1), and profit interval ([T'PL*, T P2*]) are obtained. Obtained results for different
values of « are presented in Table 8.2, 8.3 and 8.4.

Table 8.2: Optimum results of Example 8.1 for maximizing 7' PL

a Production Business TPE TPE
period (7) period (1) (Max)
0.00 8.445339 9.452128 47447.09 69007.36
0.25 7.884611 9.066641 52386.18 68234.01
0.50 7.100508 8.402024 57183.69 67540.85
0.75 5.982998 7.315060 61904.18 66988.16
0.99 4.345648 5.555799 66499.80 66701.16
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Table 8.3: Optimum results of Example 8.1 for maximizing 7' P

a Production Business TPE TP+
period (1) period (17) (Max)
0.00 10.71312 11.93943 47248.61 69111.75
0.25 9.064714 10.38858 52327.64 68270.08
0.50 7.526072 8.888575 57175.25 67546.87
0.75 5.976583 7.307580 61904.18 66988.16
0.99 4.332328 5.539977 66499.78 66701.17

Table 8.4: Optimum results of Example 8.1 for maximizing both 7PL and T P%

o Production Business T PL T Pk Average
period (¢7) period(1™) (Max) (Max) profit

0.00 9.513103 10.62325 47397.64 69085.74 58241.69

0.25 8.454594 9.705132 52371.56 68261.07 60316.32

0.50 7.310260 8.641835 57181.58 67545.36 62363.47

0.75 5.982997 7.315060 61904.18 66988.16 64446.17

0.99 4.339744 5.548787 66499.79 66701.17 66600.48

As expected, the left and right optimum profits increases and decreases respectively with the
increase of a. At a = 0.99, the above profit values are almost same.

Example 8.2. Here, fuzzy parameters are considered as trapezoidal fuzzy number (TrFN) and

their different values are taken as.

T = (7'0 — AJ’ To — AQ, T0 +A3, T0 +A4) = (2, 25, 357 5), Al = 125, AQ = 075, A3 = 025,
A4 =1.75 B = (50 —01, 60 — 02, 60 + 03, 504‘0’4) = (007, 010, 013, 015), g1 = 0.05, 09 =
0.02, 03 = 0.01, 04 = 0.03, .5 = (do—ph dg—pg, d0+,03, d0+p4) = (2500, 2549, 2571, 2631),
p1 = 65, po = 16, p3 = 6, py = 66. Other parametric values are same as in Example 8.1.
This example is solved using LINGO-12.0. Table 8.5, 8.6 represent the optimum results when
T PL, T P! are maximized separately and Table 8.7 represent the optimum results when 7' PX
and T P are maximized simultaneously.
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Table 8.5: Optimum results of Example 8.2 for maximizing 7' PX

a Production Business T PL T ph+
period (7) period (1) (Max)
0.00 8.445339 9.452128 47447.09 69007.36
0.25 8.211077 9.327867 50801.53 68435.14
0.50 7.869975 9.079349 54132.44 67864.09
0.75 7.394903 8.672050 57450.46 67305.73
0.99 6.772804 8.081556 60639.97 66795.06

Table 8.6: Optimum results of Example 8.2 for maximizing TP~

a Production Business TPE T P
period (t7) period (1T™) (Max)
0.00 10.71312 11.93943 47248.61 69111.75
0.25 9.666378 10.94183 50716.17 68484.49
0.50 8.696047 10.00548 54103.70 67882.37
0.75 7.772620 9.100049 57444.15 67310.16
0.99 6.907287 8.235475 60639.13 66795.72

Table 8.7: Optimum results of Example 8.2 for maximizing both T'PX and T P2

oY Production Business T PL T P Average
period (27) period(7™) (Max) (Max) profit

0.00 9.513103 10.62325 47397.64 69085.74 58241.69

0.25 8.909673 10.10263 50780.23 68472.17 59626.20

0.50 8.273025 9.531221 54125.26 67877.80 61001.53

0.75 7.581600 8.883601 57448.88 67309.05 62378.97

0.99 6.840087 8.158563 60639.76 66795.55 63717.66
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For the above parametric values, the optimum business time period (7™), optimum production
time period (#}), and profit interval ([T PL*, T P!*]) are obtained. Obtained results for different
values of « are presented in Table 8.5, 8.6 and 8.7. As expected, the left and right optimum
profits increases and decreases respectively with the increase of a.

Example 8.3. In this example fuzzy parameters are considered as parabolic fuzzy number

(PFN) type and their different values are:

f7\: = (7'0 — Al,To,To + Ag) == (2,3,5),é1 == 1, AQ == 2, 6 = (ﬂo - Ul,ﬁo,ﬁo + 02) =
(0.07,0.10,0.15), 0y = 0.03, 09 = 0.05, D = (Do — p1, Do, Do + p2) = (2500, 2559, 2631),
p1 = D9, po = T72. Other parametric values are same as in Example 8.1. This example is
solved using LINGO-12.0. Table8.8 and 8.9 represent the optimum results when T'PL, T P
are maximized separately and Table 8.10 represent the optimum results when T'PL, T PE are
maximized simultaneously.

Table 8.8: Optimum results of Example 8.3 for maximizing 7' PL

a Production Business TP TPE
period (1) period (1) (Max)
0.00 8.445339 9.452128 47447.09 69007.36
0.25 8.168350 9.274599 50114.31 68585.50
0.50 7.768098 8.975275 53218.01 68108.13
0.75 7.100508 8.402024 57183.69 67540.85
0.99 5.055331 6.336396 64752.49 66769.40

Table 8.9: Optimum results of Example 8.3 for maximizing 7' P~

a Production Business TPE T PR
period (£7) period (1) (Max)
0.00 10.71312 11.93943 47248.61 69111.75
0.25 9.808184 11.09378 50005.78 68647.74
0.50 8.796376 10.13124 53172.85 68136.67
0.75 7.526072 8.888575 57175.25 67546.87
0.99 4.980989 6.248691 64752.15 66769.71
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Table 8.10: Optimum results of Example 8.3 for maximizing both 7'PL and T P%

a Production Business T PL T ph+ Average
period (7) period(1™) (Max) (Max) profit

0.00 9.513103 10.62325 47397.64 69085.74 58241.69

0.25 8.951570 10.14348 50087.23 68632.21 59359.72

0.50 8.266637 9.535721 53206.74 68129.54 60668.14

0.75 7.310260 8.641835 57181.58 67545.36 62363.47

0.99 5.018012 6.292368 64752.40 66769.63 65761.02

For the above parametric values, the optimum business time period (77), optimum production
time period (t}), and profit interval ([T P, T PE]) are obtained. Obtained results for different
values of « are presented in Table 8.8, 8.9 and 8.10. As expected, the left and right optimum
profits increases and decreases respectively with the increase of a. At o = 0.99, the above
profit values are almost same.

Example 8.4. Here, fuzzy parameters are considered as general fuzzy number (GFN) and their

different values are given.

7ﬂ: = (7'0 — Al, T0 — Ag, T0 + Ag,T() -+ A4) = (2, 25, 35, 5), Al = 1, AQ = 025, Ag = 075,
A4 = 2, B/ = (50 — Ul,ﬁo — 0'2,/80 + Ug,ﬁo + 0'4) = (()07, 010, 013, 015), o1 = 005, 09 —
0.02, o5 = 0.01, 04 = 0.03, D = (do—p1, do—pa, do+ps, do+ps) = (2500, 2549, 2571, 2631),
p1 = 65, po = 16, p3 = 6, py = 66. Other parametric values are same as in Example-1. This
example is solved using LINGO-12.0. Table 8.11, 8.12 represent the optimum results when
T PL, T PE are maximized separately and Table 8.13 represent the optimum results when 7' PL,
T P are maximized simultaneously.

For the above parametric values, the optimum business time period (7™), optimum production
time period (#}), and profit interval ([T P, T PE]) are obtained. Obtained results for different
values of «v are presented in Table 8.11, 8.12 and 8.13.
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Table 8.11: Optimum results of Example 8.4 for maximizing T PX

a Production Business T PL TPk
period (1) period (17) (Max)
0.00 8.445339 9.452128 47447.09 69007.36
0.25 7.869975 9.079349 54132.44 67864.09
0.50 7.487523 8.755217 56881.46 67400.04
0.75 7117747 8.415065 58990.51 67054.82
0.99 6.757742 8.066704 60706.47 66784.82

Table 8.12: Optimum results of Example 8.4 for maximizing 7' P~

a Production Business TPE T P
period (¢7) period (1) (Max)
0.00 10.71312 11.93943 47248.61 69111.75
0.25 8.696047 10.00548 54103.70 67882.37
0.50 7.928822 9.254359 56872.92 67405.93
0.75 7.353021 8.682959 58988.00 67056.67
0.99 6.889372 8.217389 60705.66 66785.45

Table 8.13: Optimum results of Example 8.4 for maximizing both T'PE and T P%

oY Production Business T PL T P Average

period (7) period(7™) (Max) (Max) profit

0.00 9.513103 10.62325 47397.64 69085.74 58241.69
0.25 8.273025 9.531221 54125.26 67877.80 61001.53
0.50 7.704997 9.001196 56879.33 67404.46 62141.89
0.75 7.234143 8.547598 58989.88 67056.21 63023.05
0.99 6.823119 8.141546 60706.27 66785.29 63745.78
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As expected, the left and right optimum profits increases and decreases respectively with the
increase of a.

Example 8.5. When {(1 —pLyP+DE— Dé}tl + PBETE = DET, the following parametric
values are used to illustrate the model:

C, = $30, Cy, = $2, A,,, = $5200, s = $55, ' = $35, h,,, = $1.0, k), = $0.50, P = 3380.
Here, fuzzy parameters are considered as triangular fuzzy number (TFN) and their different
values are given below. 7 = (19 — Ay, 70,70 + Ag) = (2,3,5), Ay = 1, Ay = 2, 8 =
(50—0'1, 50, 50—{—0'2) = (007, 010, 015), o1 = 003, 09 = 005, D= (Do—pl, Do, D0+p2) ==
(2500, 2559,2631), p1 = 59, po = 72. This example is solved using LINGO-12.0. Table
8.14,8.15 represent the optimum results when T'PL, T'P% are maximized separately.

Table 8.14: Optimum results of Example 8.5 for maximizing T PL

a Production Business TP TPE
period (%1) period(7") (Max)
0.00 1.904205 3.333382 72465.08 91202.27
0.25 1.992095 3.252411 70387.39 84903.91
0.50 1.834233 2.883574 68885.25 78970.41
0.75 1.735770 2.604554 67219.03 72486.40
0.99 4.184291 5.377229 66696.28 66897.66

Table 8.15: Optimum results of Example 8.5 for maximizing 7' P~

a Production Business TPE T P
period (%1) period (T) (Max)
0.00 1.904205 3.333382 72465.08 91202.27
0.25 1.992095 3.252411 70387.39 84903.91
0.50 1.834233 2.883574 68885.25 78970.41
0.75 1.468407 2.282920 67206.21 72582.51
0.99 4.169558 5.359706 66696.27 66897.67

Now from Table 8.14 and 8.15, it is observed that when o = 0.00 then the optimum profit
interval is [TPL T PR = [72465.08,91202.27]. Again when o = 0.25 then the optimum
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profit interval is [T'PL,TPE = [70387.39,84903.91]. But here [TPL, TPE] D
[TPL,., TPE.] does not satisfied. This in-feasibility is also shown when « further is
increasing. Therefore this relation has no roll to give the optimum solution of the model.

8.5.1 Comparison between the Optimum Average Profit by Fisher’s t-
test

Comparison between the optimum average profit due to TFN and TrFN by Fisher’s t-test. In
the fuzzy EPQ model, two optimum average profit have been obtained using TFN and TrFN.
Now question is that does there exist any significance difference between these two values ?
If exists, then how much ? To get this answer, it can be tested that the null hypothesis Hy:
APrpy (mean of values of average profit for TFEN) = AP,y (mean of values of average
profit for TrFN) against the alternative hypothesis H;: APrpn =+ AP7,py on the basis of the
results presented in Tables8.4 and 8.7. This hypothesis can be tested using t-distribution.

The test statistic is

t = ETFN _ET’I”FN
sv/(1/n1) + (1/n2)

which follows t-distribution with (n; + ny — 2) degrees of freedom, where

2 2
g2 — MSTEN + NS RN
ny + Ng — 2

Here ny = 5, ny = 5, APrpy = 62393.63, APp,py = 60993.21, s2.., = 10866309.90,
s% pn = 4695651.613. Therefore, degrees of freedom (n;+ny—2)=8 and value of ¢ = 0.2840.
Since the evaluated value of ¢ < the tabulated value of ¢y 5. we accept the null hypothesis H

with 95% confidence limit and conclude that there is no significant difference between the
mean average profit (AP) for TEN and TrFN.

8.5.2 Sensitivity Analysis
To study the sensitivity analysis of the proposed model with respect to key parameters, the
Example 8.1 has been considered. The optimum results of the model with the changes in the

parameters Ay, Ao, 01, 09, p1, p2, P and s are given in Table 8.16 taking o = 0.5.
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Table 8.16: Sensitivity analysis on Example 8.1 w.r.t. Ay, Ag, 01, 09, p1, p2, P and §

Parameter  value Production business TPL TPE Average profit
period (t1) period (1)
0.75 7.250299 8.587478 57389.12 67422.17 62405.64
Ay 1.00 7.310260 8.641835 57181.58 67545.36 62363.47
1.25 7.361048 8.685704 56976.58 67665.90 62321.24
1.75 7.198704 8.514293 57409.15 67504.98 62457.07
Ag 2.00 7.310260 8.641835 57181.58 67545.36 62363.47
2.25 7.415203 8.761817 56956.63 67584.60 62270.62
0.02 7.229466 8.566165 57624.05 67683.21 62653.63
o1 0.03 7.310260 8.641835 57181.58 67545.36 62363.47
0.04 7.375419 8.699629 56733.72 67410.27 62071.99
0.04 7.083671 8.430101 57728.50 67646.06 62687.28
o2 0.05 7.310260 8.641835 57181.58 67545.36 62363.47
0.06 7.526995 8.839341 56620.66 67454.61 62037.63
55 7.317655 8.649237 57295.96 67535.26 62415.61
p1 59 7.310260 8.641835 57181.58 67545.36 62363.47
64 7.301025 8.632592 57038.64 67558.02 62298.33
67 7.300695 8.638115 57256.03 67460.07 62358.05
P2 72 7.310260 8.641835 57181.58 67545.36 62363.47
77 7.319873 8.645592 57106.98 67630.55 62368.77
3350 7.497850 8.775979 57266.24 67613.92 62440.08
P 3380 7.310260 8.641835 57181.58 67545.36 62363.47
3420 7.079061 8.478815 57070.02 67458.47 62264.24
54 7.310260 8.641835 44534.08 54570.36 49552.22
s 59 7.310260 8.641835 57181.58 67545.36 62363.47
64 7.310260 8.641835 69829.08 80520.36 64188.79

Now, from Table 8.16 the following features of the proposed model have been observed:

e When A; increases, the production run time and business period also increase. But, the
average profit decreases with increasing of A;.

e When A, increases, the production run time and business period increase. But, the average
profit decreases with increasing of As.

e When o, increases, the production run time and business period also increase. But, the
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average profit decreases with increasing of 0.

e When o5 increases, the production run time and business period also increase. But, the
average profit decreases with increasing of o,.

e When p; increases, the production run time and business period also decrease. But, the
average profit increases with increasing of p;.

e When p, increases, the production run time and business period also increases. But, average
profit increases with increasing of ps.

e When the production rate (P) increases, the inventory increases as well as the production
run time and business period reduce. But, the average profit increases with the production rate.
e When selling price of perfect item per unit (s) increases, the production run time and business
period are not change. But, the average profit increases with the increasing of selling price (s).

8.5.3 Discussion

The optimum results of the proposed model are obtained from Table 8.4, 8.7,8.10 and 8.13
when the fuzzy numbers 7, 3, D have been considered as TFN, TrFN, PFN and GFN in

Example 8.1, 8.2, 8.3 and 8.4 respectively From these tables it is shown that when « increases

then (Azp ) also increases but (ATP

) decreases. Again, from Figure 8.2, it is observed that
the rate of increase left optimum profit (—) is more than rate of decrease of right optimum

profit (ATP ). Hence forth, the average profit(AP) i.e., 3 (T'PF + T'PZ) is not same for all cv.
Ultimately, the average profit rises with the increase of a.
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Figure 8.2: Graphical representation of average profit with o

From this Figure 8.2 it is also observed that the TFNs gives the maximum average profit
among others, i.e., the ordering of optimum average profitis APr.py < APgry < APppn <
APrpy where APpy indicates the optimum average profit for fuzzy number F'N, though all
fuzzy numbers have same spread.
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8.6 Conclusion

The main contribution of this chapter is to develop a FEPQ model with fuzzy demand for
perfect quality items with inspection of imperfect items. In the production run-time, the
manufacturing system produces perfect items in the “in-control” state. Many research papers
relating to the manufacturing process may shift to an ‘out-of-control’ state after certain time
that follows constant/random. But, first time a fuzzy production inventory model has been
developed, where the manufacturing process may shift to an ‘out-of-control’ state after
certain time that follows a fuzzy number. During ‘out-of-control’ state, the process starts to
produce defective items. The defective rate is considered as fuzzy number. Using fuzzy
differential equation and fuzzy Riemann integration, an approach has been proposed, where
a-cut of fuzzy profit is optimized to get optimal decision. It proposes a strategy for
maximizing profit in an fuzzy imperfect production. The model is optimized for the
production run time(¢]), business period(7™) and profit interval. Here, four fuzzy numbers
TFN, TrEN, PFN, and GNF have been used to illustrate the model for fuzzy parameters.
Finally, Fuzzy Programming Technique(FPT) has been used to get the optimal solution.
These models are applicable in the factory like steel, plastic etc. The present models can be
extended to the rough, fuzzy-rough, random, fuzzy-random environment taking constant part
of screening cost, holding cost, set-up cost, etc.
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Chapter 9

GA approach for controlling GHG
emission from industrial waste in two
plant production and reproduction
inventory model with interval valued

fuzzy pollution parameters

9.1 Introduction

In an imperfect production process, 100% screening is required to identify perfect and
defective units. Defective units may be reworked in the same cycle along with the normal
production after some time from the initial commencement of production by engaging some
additional labour forces and machinery. But all of the defective units cannot be considered for
reworking. Some of the defective units should be avoided for rework as they may be of very
poor quality and will be expensive to repair. Therefore, a certain percentage of the defective
units may be considered for reworking and reworked items are assumed as good as new
products. Non-reworkable defective units are treated as rejected items. So many researchers
considered reworks in imperfect production sector and some of them are Hayek and
Salameh [97], Chiu [35], Chiu et al. [39], Liao et al. [136], Wee et al. [219], Taleizadeh et
al. [204], Wang [217] and others.

Generally, consumers dispose of the products after its use or at the end of the life-cycle of
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CHAPTER 9. GA APPROACH FOR CONTROLLING GHG EMISSION FROM
INDUSTRIAL WASTE IN TWO PLANT PRODUCTION AND REPRODUCTION
INVENTORY MODEL WITH INTERVAL VALUED FUZZY POLLUTION
PARAMETERS

the product but recovery of the used products may be economically more attractive than
disposal. In classical logistic system, material and related information flow (forward flow) is
observed until the final products are delivered to the customer. But in reverse logistic system,
used and reusable parts are returned from the customers to the producer (backward flow).
Environmental consciousness forces companies to initiate such product recovery systems
with their disposal (metal, glass, paper). In this way, natural resources can be saved for the
future generations, so the firms can contribute to the sustainable development efforts. The
importance of reverse logistics has increased significantly in the last two decades for a variety
of legislative, environmental, and economic reasons (Fleischmann et al. [72]). Todays
customers are more educated and demanding, and tend to be less inclined to purchase
products that are not environmentally friendly. The growth of secondary markets emphasized
the importance of reverse logistics ( Tibben-Lembke [207]). In the last twenty four years, a
lot of research has been investigated on reverse logistics. Authors such as Carter and
Ellram [14], Jayaraman et al. [106], Rogers and Tibben-Lembke [176, 177],
Dowlatshahi [60], Guide [81], Stock and Mulki [198], and Guide and Van Wassenhove [82]
have described a broad range of reverse logistics systems and structures and analyzed a
variety of attendant reverse logistics problems. Implementation of reverse logistics especially
in product returns would allow not only for savings in inventory carrying cost, transportation
cost, and waste disposal cost due to returned products, but also for the improvement of
customer loyalty and future sales. In a broader sense, reverse logistics refers to the
distribution activities involved in product returns, source reduction, conservation, recycling,
substitution, reuse, disposal, refurnishment, repair and re-manufacturing. Recent reviews on
reverse logistics are provided by Ferguson and Toktay [71], Mitra [151, 152], Ahmed and
Jaber [4], Schulz [191], Xu [229], Hasanov et al. [91], Kim et al. [120, 121], Naeem et
al. [159], Chen and Abrishami [34], Ahiska and Kurtul [3], Schulz [191], Rogers et al. [179],
Ghosh and Dey [74] and others.

Rise in the temperature of earth, deterioration in Ozone layer, melting of glaciers,
numerous natural calamities, phase-shift in environmental clock are the various rays
converging at the point of alarm to nature or save environment. This alertness about saving
the nature and its resources and realization about environment has given considerable
attention to produce green Products in all fields worldwide. Along with producing green,
reuse and recycle of used products also has been promoted to save the environment as much
as possible.

Ever since the fuzzy set was proposed by Zadeh [239] fuzzy numbers have been widely
studied, developed and applied to various fields. In fuzzy set, the degree of membership
functions of the element in the universe is having a single value: either zero or one. Many
times specialists are uncertain about the values of the membership of an element in a set.
Hence, it is better to represent the values of the membership of an element in a set by
intervals of possible real numbers instead of real numbers. An interval-valued fuzzy set on a
universe X is a mapping from X to fall closed sub-intervals of the real interval [0, 1]. This
type of fuzzy sets has been intensively investigated, not only its theoretical aspects, but also
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its numerous applications. As the parameters relating to the environmental pollution due to
industrial waste are not fixed in nature so, in this model, we take them as interval valued
fuzzy number.

This chapter deals with the combined effect of manufacturing and re-manufacturing for
two types of quality items (item-I and item-II) produced in two different plants (plant-I and
plant-II) in the same premises under single management system over a known-finite time
horizon with consideration of environment pollution control through industrial waste
management. Three types of inventories are involved in this network. The manufactured and
re-manufactured items are stored in the first and second inventories. The used items returned
from the market and rejected defective units are together collected in the third inventory for
raw materials required for re-manufacturing process. The objective of this research is to
propose a manufacturing/re-manufacturing policy that would minimize the uses of natural
resource as raw materials and minimizes the environmental pollution from the used and
non-reworkable defective units by industrial waste management considering pollution
parameters as interval-valued fuzzy numbers.

9.2 Notations and Assumptions

The following notations and assumptions have been considered to develop the model:

9.2.1 Notations

The following notations are used throughout the chapter.

q1:(t) : Inventory level of better quality item of ith cycle at time ¢ in plant-I.
) Inventory level of less better quality item of ith cycle at time ¢ in plant-I1.
(t) : Inventory level of the returned and non reworkable item of ith cycle at time ¢.
) Inventory level of disposal item of ith cycle at time ¢.
51 Fraction of the better quality item in plant-I.
Ba Fraction of the less better quality items in plant-II.
01 Fraction of the re-workable item in plant-1.
P : Fraction of the re-workable item in plant-II.
P : Production rate per unit time of 1st cycle in pant-I.
D, Demand rate in each cycle of plant-I.
t Production time in each cycle which is considered as a decision variable.
T Total time length of each cycle.
n Total number of cycle.
k Number of consecutive cycles in which the returned items from a cycle is considered.

Cp : Production cost per unit item per unit time in plant-I.
c, : Production cost per unit item per unit time in plant-II.
Csr : Screening cost per unit item per unit time in plant-I.
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D2i

Bij Da;

Bz{,i—lDQi

P1
ew

€p1

P2
€w

P2
69

Screening cost per unit item per unit time in plant-II.

Reworked cost per unit item per unit time in plant-1.

Reworked cost per unit item per unit time in plant-II.

Set-up cost per cycle in plant-1.

Set-up cost per cycle in plant-11.

Holding cost per unit item per unit time in plant-I.

Holding cost per unit item per unit time in plant-II.

Holding cost per unit item per unit time in the row material processing unit.
Selling price per unit item per unit time in plant-I.

Selling price per unit item per unit time of plant-II.

: Water pollution cost per unit .

Cost to control GHG emission per unit .

Transportation cost per unit to transport the disposal unit for landfills.
Emission rate of GHG in landfills.

Total disposal items.

Production rate of ith cycle in plant-Il, where Py = APy;_1) = X7 '5
with Py = P.

Demand rate of ith cycle in plant-II, where Dy; = p1Do;—1y) = p'~' Dy with
DQl = Dg.

Rate of return of item-I in plant-I collected from the market for j-th cycle
when total time horizon consists of i-th cycles (7 = 1,2, ... ,7) and where we
take cv;; = oy and oj_1 = oy;h such that Z;=1 Q= al%, h>1.

Rate of return of item-I in plant-I collected from the market from the time
period [(i — )T, (i — 1)T + t1] during [(i — 1)T + t1,4T|, where we take
al.=ad i =1,2,... n.

Rate of return of item-II in plant-II collected from the market for j-th cycle
when total time horizon consists of i-th cycles (j = 1,2, ...,4) and where we

take ﬁ“ = Q9 al’ldﬂi]‘_l = Bijhl such that Z;:l 6@‘ = ag%, hl > 1.

Rate of return of item-II items in plant-II collected from the market from the
time period [(i — 2)T + t1, (¢ — 1)7T'] during [(¢ — 1)7T', (i — 1)T" + t;], where
we take 3;; =ay,i=2,3,...,n.

Percentage of water pollution per cycle per unit production per unit time pro-
duce from plant-I when production rate is P;, where we take e{’ulzewPf”wfl,
€w > 0, My > 1.

Percentage of GHG emission per cycle per unit production per unit time pro-
duce from plant-I when production rate is P;, where we take egl = .sgPl?7 lg_l,
€g > 0,114 > 1.

Percentage of water pollution per cycle per unit production per unit time
produce from plant-II when production rate is F%;, where we take €2 =
ewpgfw_l, €w > 0, 1oy > 1.

Percentage of GHG emission per cycle per unit production per unit time
produce from plant-II when production rate is P»;, where we take e =

-1
€Py T, €g >0, Moy > 1.
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9.2.2 Assumptions

The following assumptions have been made to developed the model.

(4)

(i)

(iid)

(iv)

It is an imperfect production and reproduction inventory model in finite time horizon for
two types of items (Item-I and Item-II).

Item-I is produced with raw materials from natural sources in plant-I and Item-II is pro-
duced in plant-II (re-manufacturing process) where the used and non-reworkable defec-
tive items are the raw materials. Also we assume that item-II is of less quality than the

item-1.

The manufacturer produced mixture of perfect and defective (imperfect) quality items.
Hence, the manufacturer decides to sale the perfect quality item after sorting the items
in the inventory. So in this chapter, it is assumed that during the production period, the
screening process has been occurred simultaneously which greater than demand rate.

Water pollution and GHG emission to the environment during production in plant-I and
plant-II have been considered. Also we consider GHG emission from the disposal units
(Industrial Solid waste) produced from both the plants and used items.

(v) m, k, A and t; are decision variable.

(vi) The production rate and demand rate of 1st cycle of plant-I and plant-II are constant.

9.3

Mathematical Formulation of the Proposed Model

Treatment cell of
Disposal items and
ndustrial waste

In

Production Plant-I
Py

dustrial
of Pla
Di

litems

P

(1-8)(1-PBpPy

Inspection Raw material processing
unit for plant-II

81(1—
1(1—B; )Py \I/ B1P1
S2(1—-B2)Pa2i
Inventory of better Inspection Rewal:ﬂked
quality items cell cc
J{ D1 i
z‘lai' D1 B2P
Market of better r= - -
AN Return items ~
better quality items <
i D5
Y BirD2 J P
r=1

-
Market of less
better quality items

Figure 9.1: Schematic representation of the proposed model
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We have considered an imperfect manufacturing system that produces perfect quality as well as
imperfect quality items in plant-I and re-manufacturing of non-reworkable and returned items
in plant-1I with screening of defective units in both plants. Some imperfect quality products are
reworked immediately at a cost to restore it to the original quality. For the development of this
model, we assume that there are n cycles during the finite time horizon T. Here, non-reworkable
items and returned items which are used items collected from the market are remanufactured.
Before re-manufacturing, some collected non-reworkable items and returned items not to be
in a position for re-manufacturing are disposed off at the rate of (1 — )%. This configuration
is presented in Figure 9.1.

9.3.1 Formulation for Plant-I

For ith cycle: (: = 1,2,...,n)

In this case, the initial stock of the each cycle is zero and starts production with rate P;. As
production and reworking continues, inventory begins to pile up continuously after meeting
demand with rate D;. Production of ith cycle stops at time (i — 1)7"+t; and restarts at time i7"
for next cycle. Each cycle ends with zero inventory. It then repeats itself. Our problem may
be precisely defined as follows. The differential equation of the item-I in the ith cycle during

Better quality items :
of Plant1 !

MAANM i

|
|
|
|
1
0 f1 T bi) 3T ()T

Inventory

Raw material processing
unit of Plant-Tl

AN

(i-HT

Less better quality
items of Plant-II

s

. . f
" 04Tt a3l T )T el tpal Time

Figure 9.2: Pictorial representation of inventory situation of the integrated model
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9.3. MATHEMATICAL FORMULATION OF THE PROPOSED MODEL

(i — D)T,iT] (i =1,2,...,n) is given by

dgu _ [ BiPi+0i(1=B)P—Dr, (i—-DT<t<(i-1)T+14 ©.1)
dt — Dy, (i— 1T+t <t <iT '
with ¢1;[(¢ — 1)T] = 0 and ¢y;[¢T] = 0.
The solution of the above differential equation is
(1) = [BiPr+61(1 = B1)PL=Diflt = (i = 1)T], (=T <t<(i—-1T+1h
D D, (iT — 1), (i—D)T+t <t<iT
From continuity condition at ¢ = (i — 1)7" + ¢;, we have
[B1 + 61(1 = B1)|Pity = DiT (9.2)

The total holding cost of plant-I is given by

L (i—1)T+t1 T

THC, = Y h / i (t)dt + / ¢ (t)dt]
i=1 (-1)T (i—1)T+t1
nh,

- QC {81 +61(1 = B)}Pit] + Dy(T* — 2Ty)]

Amount of water pollution in each production cycle in plant-1=€e! P;¢;.
Cost incurred for water pollution in plant-I= ¢,,e2! (nPit;) = neye, Pt
Amount of GHG emission in each production cycle in plant-I = el* Py ;.
Cost of GHG emission control in plant-T=c,e?* (nPyt,) = ncye, Pt

The total cost of the plant-1 over the time horizon is
TC, = n{cp +7.01(1 — B1) + cST}Pltl + THC, 4+ nAs + newe, Pt 4 nege, Pty

The total sales revenue from plant-I during (0, »’I") is given by

n T
TSR, = > s / Dydt = nsDyT
= J (0T

9.3.2 Formulation for plant-II

For ith cycle:(: = 1,2,...,n)

In this case, the initial stock of the ith cycle is zero and starts production with rate P; at time
(1 —1)T +t;. As production with screening and reworking continues, inventory begins to pile
up continuously after meeting demand with rate Dy; and deterioration. Production of ith cycle
stops at time 7. The accumulated inventory of ith cycle is just sufficient enough to account
for demand and deterioration over the interval [T, T + t;]. Production restarts at time i7"+ ¢;
for next cycle. The cycle ends with zero inventory. It then repeats itself. Our problem may be

221



CHAPTER 9. GA APPROACH FOR CONTROLLING GHG EMISSION FROM
INDUSTRIAL WASTE IN TWO PLANT PRODUCTION AND REPRODUCTION
INVENTORY MODEL WITH INTERVAL VALUED FUZZY POLLUTION
PARAMETERS

precisely defined as follows.
The differential equation of the item-II for ith cycle during [(i — 1)T"+ ¢, i1 + t] is given by

The solution of the above differential equation is
i Do (iT + 1y — t), iT <t <il+t
From continuity condition at ¢ = ¢7’, we have
[B2 + 62(1 = B2)|(T = t1) Pay = Doy T 9.4)

The total production cost of plant-II during (¢;,nT + ¢;) is given by

n T n
A" —1
TPCQ = ZC;/ pgldt:C;(T—tl)Zpgl:CIP(T—tl)PQ
i (i—1)T+t1 i=1 A—1

The total screening cost of plant-II during (¢;, nT" + t;) is given by

Z ST/Z Pgldt: —tl Zpgz— sr >P2/\/\n__11

1 T+t1

The total reworked cost of plant-II during (¢, nT" + ¢, ) is given by

A" —1
A—1

RWCQ Z / 1—52)P21dt—7‘ 52(1-62)( _t1>P2
1, 1)T+t1

The total holding cost of plant-II during (¢;, nT" + 1) is given by

iT iT+t
THC, = Z he qai(t) dt + q2i(t) dt]
. ( )T+t1 7

i—1 (T

- 30[{52 +02(1 = B2) T — 1) ZPQZ 2t1T_T2)ZDQZ}
i=1
iy v i
- j[{ﬁ2+52(1—ﬁ2)}(T_t1) P~ (2t1T_T2)D2L;—1 }

Amount of water pollution in ith production cycle in plant-II =€P2 Py, (T — t;).
Cost incurred for water pollution in plant-II= ¢y, (T — t1) Y1 P
Amount of GHG emission in ith production cycle in from plant-IT =€Z? Poi(T — ty).
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Cost incurred for GHG emission control in plant-TI= c e, (T — t1) >, Pyr?.
The total cost of the plant-II during (1, nT + t) is

TCPy, = TPCy+ RWCy+TSCy+THC, +nA, + (cwew SRR e,y P;.?g)

i=1 i=1
The total sales revenue of plant-II during (¢1,nT + ;) is given by

TSRpg = iS//
i=1 (

i—1)T+t;

T+t

n n_ 1
DQZ‘ dt = S/T Z DQZ' = S/TDQ’M 1
i=1

9.3.3 Formulation for Raw Material Processing Unit of Plant-I1

For 1st cycle:
The differential equation in the raw material processing unit during [0, 7 is given by

dgs1 _ { Yiloni Dy 4 (1= 61)(1 — fr) ], 0<t<t
dt ml(edy +a11)Dy + B11Doy + (1 — 82)(1 — Bo) Py — Py, 61 <t <T
with ¢31(0) = 0 and ¢3,(7") = 0.

The solution of the above differential equation is

(1) = MloaDy 4+ (1 —=6:)(1 = ) Pilt, 0<t<ty
BU = [1{a) Dy + 1Dy + Dy + (1 — 6)(1 = Bo) P} = B](t = T),  t, <t<T

9.5)

From continuity condition at ¢t = ¢;, we have
Yilan D1+(1=81)(1=B1) Pilts = [vi{a)Di+a1Di+asDa+(1=85)(1—fBa2) P2} — P (t1 —T)
The holding cost in raw material processing unit for first cycle is given by

t1 T
0 t1
"

= 7‘2 |:’71{061D1(2Tt1 - Tz) +(1—=6)(1— 51)P1t% — (O/lDl + Dy (t — T)Q}

+{1 — (1 —=d2)(1 = 52)}P2(t1 - T>2]

For 2nd cycle :
The differential equation in the raw material processing unit during [T, 27| is given by

Tl(a21 + ax)Dy + (1 —61)(1 — B1) Py + (B + ﬁél)Dﬂ]; T'<t<T+t
= ¢ ml(aa1 + qas + ahy) Dy + Bo1 Doy + a2 Do (9.6)
+(1 — 02)(1 — Ba) Pog] — Pag, T+t <t<2T

dgs2
dt

with boundary conditions gs2[7] = 0 and ¢32[27"] = 0
The solution of the above differential equation is

’}/1[(0421 + Oél)Dl + (1 - (51)(1 — ﬂl)Pl + (621 + OéIQ)DQ](t — T), T S t S T + tl
g32(t) = < [n{a2 D1 + a1 Dy + oDy + Bo1 Doy + asDoy
+(1 = 62)(1 = Bo) Paz} — Pao] (t — 2T), T+t <t<2T
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From continuity condition at ¢ = 71"+ ¢, we have

YlarDy + (1 —61)(1 — B1)Pi + ao1 Dy + a4 Dy + e Doty =
[71{0/1171 + a1 Dy + agDay + (1 — 02)(1 = B2) Pog + g1 Dy + Bor D1 } — P22} (ti—=1T)

The holding cost in raw material processing unit is given by

T+t 2T
T T+t
"

h
= Ec’yl |:{041D1 + 0421D1 + OCQDQ}(2Tt1 — T2) + {O/QDQ —+ (1 — (51)(1 — ﬂl)Pl}t%

"

+% |:{1 - 71(1 — 52)(1 - 62)}P22 — '71(0/1D1 + ﬁZlDz) (tl _ T)Q

For ith cycle (i = 3,4, ..., k):
The differential equation in the raw material processing unit during [(: — 1)7, 4T is given by

N[ ey D+ (1=6)(1 = B) P~

dgsi ) + 23;21 BijD2j + {Bi(i-1) + ﬂg(i_l)}DQ(i—l)L (=T <t<(i-1)T+t ©.7)
dt {2 @i + 0} Dy + 307 Biy Do
+BiiDai + (1 — 02) (1 — B2) Pai] — Pa, =17+t <t<iT

The solution of the above differential equation is

([, {2;1:1 ayDy + (1= 6)(1— B1)P, + Y122 8Dy,
() = +ﬁi(i_1)Dz(i_1) + 6;(Z.1)D2(i_1)]‘ [t — (1 — 1)1, (-1 <t<@E—-1T+1t
' [71{ S 0Dyt gDy + 30T BiDaj + BiDai
| (1= 82)(1 = Ba) Pai} — Pm} (t —iT), (i— V)T +t, <t <iT

From continuity condition at ¢ = (7 — 1)T" + ¢,, we have

901 [alDl + Dy + abDoi1y + Z;;ll a;; Dy + 23;21 BijDaj + (1 — 01)(1 — 51)]31]751 =
|:71 {OélDl +062D21' +OK;Z-D1 +Z;;11 Oéile +Z;;11 ﬁingj + (1 — (52> (1 - ﬁz)PgZ} - P21i| (tl —T)
Holding cost of raw material processing unit for ith cycle ( = 3,4, ..., k) is given by

(i—1)T+t1 iT
(

i-1)T (i—1) T+t

" 1=

L 1 1—2
= o [{oz1D1 + gDy + Y ayDi+ ) 5ijD2j}(2Tt1 —T%)+ {QIQDQ("*U
j=3 J=3

+(1 = 61)(1 — 51)]31}15% — ’Vl{allD1 + Bi,i—lDQ(ifl)}(tl — T)g]

—l—%{l —7(1—=02)(1 = 52)}1321'(151 —7)
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Holding cost of raw material processing unit for (£ — 2) cycles is given by

k
HCN = Z HCOj;

=3
h// _ k i—1 i—2
= 7’)/1 [{(k — 2)0&1D1 -+ OéQDQ + Z alle + Z Zﬁ”DQJ} 2Tt1 TQ)
1=3 j=3 1=3 j=3

"

+{ ;:a;Dzu_n +(k—2)(1—6)(1 - 51)p1}t§] + % [ _ %{(k 2D,

: k-2 _
+ ;5@2‘—1D2(i—1)} + {1 — (1 —02)(1— &)}%%} (t — T)?

Forithcycle ¢ =k + 1, k+2,...,n):
The differential equation in the raw material processing unit during [(i — 1)T, 4T is given by

71[22 igr1 @ D1+ (1= 01)(1 = B1) Py

dQSz _ +Z] i—k+1 6Z]D2j + {ﬁz (i—1) + ﬁzz 1}D2(z 1 ] (Z - 1)T S S (Z - ]-)T + tl (98)
dt T [{Zj =i—k+1 al] + a;z}Dl + Z] =i—k+1 ﬁZ]DQJ
+BiiDai 4 (1 — 02)(1 — B2) Pai] — Py, (=T +t, <t <iT

The solution of the above differential equation is

71[2] =i— k—&—lO{UDl_'—(l_51)<1_61)P1+Z] =i— k+16ijD2j

Bzz 1D2(11+B“ 1D21 1)}[ (Z—l)T] (Z—l)TStS(Z—l)T—l—tl
asilt) = [71{ Zj:ikarl ;D1 + g Dy + Z;;Lm Bij D2j + BiiDai
+(1 = 6)(1 = By) P} — sz} (t —iT), (i— V)T 4+t <t<il

From continuity condition at ¢ = (z — )T + 4,

gl [OZ1D1+042D21+042D2 GRS Dy %DwZJ i i1 BigDaj+(1=01)(1=B) Pty =
[’Yl{ 061"‘061+ZJ ka1 Qij) D1 Do+ ZJ i1 BigDaj+ (1—52)(1—ﬁ2)P2i}—P2i] (t1—
T)

Holding cost of raw material processing unit for ith cycle (t: = k+ 1,k 4+ 2,...,n) is given by

(i—1)T+t iT
HCy = h::,/ Q3i(t)dt+h/c// q3i(t)dt
(¢

—1)T (i—1)T+t1

"

]’L 1—1 1—2
= —C’Yl [{O[lDl + a9 Doy; + Z O-/ile + Z BZ]DQJ}(QTtl — T2)

2 j=i—k41 j=i—kt1
+{5;i_1D2(i71) + (1 —61)(1 - 51)P1}t% - ’71{0/11)1 + 6i,i—1D2(i71)}(t1 — T)z}
h//
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Holding cost in raw material processing unit for (n — k) cycles is given by

HCN' = ) HC
i=k+1
" ,Unik 1 n i—1
= ?c,yl H(n — ]{Z)OélDl + angﬁ + Z Z Oéile
i=k+1 j=i—k+1

n i—2
> 2 Bz'jD2j}(2Tt1 = T2) + {(n —k)(1=8)(1 - B)P
i=k+1 j=i—k+1
= / hl/
+ Z 5i»i—1D2(i*1)}t% + (n — k)a | Dy (t — T)z} + ?c [ - ’Yl{(n — k), Dy
i=k+1
)\nfk -1

+ Z ﬁi,z‘leQ(i—l)} + {1 — (1 —=d2)(1 = ﬁQ)}PZﬁ

i=k+1

| -1y

Therefore, total holding cost in raw material processing unit is given by

9.3.4 Formulation of Disposal Units

For 1st cycle:
The differential equation in the disposal units during [0, 7] is given by

%:{ (1 =)Dy + (1= 6)(1 — B P, 0<t<t
dt (1 =)Dy + ann Dy + fr11Dag + (1 — 62)(1 — fa)Po], t1 <t <T

Qu = (1- 71){041171 + (1 —d)(1 - 51)131}151
(1 - 71){0/11131 + oDy + asDy + (1 — 8)(1 — 52)P2}(T 1)
= (1-m) [qulT +(1-8)(1—B)Ph
+{0/1D1 4 asDs 4+ (1—6)(1 — 52)P2}(T - tl)}

For 2nd cycle :
The differential equation in the the disposal units during [T, 2T is given by

(1 —m)[an Dy 4+ anDy + (1 = 6)(1 = B) P

dasz _ ) +B21Da1 + S5, Do, T<t<T+t
dt (1 — 1)1 D1 + 22Dy + ayy Dy + 21 Doy
+P22Daz + (1 — 62)(1 — B2) Pz, T+t <t<2T
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Qw = (1- %){ale 4 agmDi 4+ (1— 8)(1 — )Py + for Doy + ﬁnggl}tl
+(1 = 1) (@21 + sz + aho) Dy + ot Doy + B Dz + (1= 6)(1 = ) Poa (T = 1)
= (1-m) HO”Dl + oDy + angl}T + {a;DQ + (1 —=01)(1— ﬁl)Pl}tl
+H{ el Dy + (1= 8)(1 = ) P H(T — 1)

For ith cycle (: = 3,4, ..., k):
The differential equation in the the disposal units during [(¢ — 1)T’,¢T] is given by

(I—m) [2221 a Dy + (1= 061)(1 = i) P
dgy + 23;21 BijDaj + Biti—1)Dagi—1) + 52(2-_1)172(1'—1) , (=1)T<t<(i—-1)T+t
dt ) (1-m) [Z;:l gDy + gDy + Y1) By Dy
| +BaDai + (1= 6)(1 = Bo) Pai] (i— )T+t <t<il
i1
Qu = (1—m) [OélD1 + Do + 04/2D2(¢—1) + Z oDy
=1

i—2
+ Zﬁingj + (1 — (51)(1 — ﬁl)Pl] tl + (1 — ’}/1) |:041D1 + OéQDQi + Oé/lDl
j=1
i—1 i—1
+ Z a;; Dy + Z BijDaj + (1 — 62)(1 — ﬁz)Pm} (T —t)
j=1 j=1

i-1 i—2
= (1-m) |:{051D1 + aa Do + Z aij Dy + ZBijDQj}T + {(1 —61)(1 =)~
j=1 j=1
+0/2D2(z'71)}7f1 + {aiDl + Bii—1Dagi—1y + (1 — 62)(1 — 52)P2i}(T - tl):|

Forithcycle ¢ =k + 1,k +2,...,n):
The differential equation in the the disposal units during [(¢ — 1)T’,¢T] is given by

(1—m) [Z;:i_k+1 aij D1+ (1 —01)(1 = 1) P
dqu; + Z;likH BijDajBii—1)Dai-1) + 62,2‘-1D2(i—1)]7 (-DT<t<(i—-1)T+1

dt (1 =) [Z;:i—kJrl @ij D1 + o, Dy
+Z§;§_k+1 BijDaj + BiiDai + (1 — d2)(1 — 52)]322']7 ((—1T+t <t<iT
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i—1

Qu = (1—m) [alDl + @Dy + ay Do 1) + Z i Dy
Jj=i—k+1

i—2
+ Z BijDaj + (1 —61)(1 — 51)]31}151 +(1—m) [alDl + azDy; + o\ Dy

j=i—k+1
i1 i1
+ Z a;; Dy + Z BijDaj + (1 = 62)(1 — 52)P2} (T —t)
j=i—k+1 j=i—k—+1

i1 i—2
= (1-m) HalDl + Do + Z a;; Dy + Z @j’DQj}T + {O/QDQ(z’—l)

Jj=i—k+1 j=i—k+1
+(1—61)(1 — 51)P1}t1 + {OéllDl + Biim1Dogi—1y + (1 — 02)(1 — 52)P2}(T — tl)]
@4 = Total disposal amount during [0, nT]

k n
= Qu +Q42+ZQ4H- Z Qi
=3

i=k+1
,U,n_l -1
= (1 — "}/1) |:77,Oé1D1T + n(l - (51)(1 - Bl)Pltl + {a2D2—/,L 1
k i—1 n i—1 ko i—1 n i—2
+Z Zaile + Z Z a;; Dy + Z Zﬁz‘jDQj + Z Z BijDQj}T
=3 j=1 i=k+1 j=i—k+1 1=3 j=1 i=k+1 j=i—k+1

+t; ;O/QDQ(i—l) + {no/lD1 + ;a’zDz(i_n +(1=082)(1 = Bo) P - }(T _ t1)}

Transportation cost to transport the disposal amount ()4 for landfill= ¢;(Q),4.
Total GHG emission from landfill= FR,Q)4.
Total cost to control GHG emission from landfill= ¢, E R Q4.

9.4 Objectives of the Proposed Model

The total profit of the system is given by
TP = TSRpl + TSRpg - TC'pl — TCPQ — THCg — CgERgQ4 — CtQ4

Total GHG emission from the system is given by

n

Zy =nea Pty + €,(T — 1) Y Py + ER,Q,
i=1
Lemma 9.1. For 0 < ay < 1, h > 1 and positive integer k, the following relation holds:

ar(hf—1) < (h—1), i =12,....n—k+1. and (b —1) < (h—1), i =
n—k+2,...,n—1.
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Proof. «.,;D = Return rate of items from rth cycle to the ith cycle.

k+i—1 hk—l
Now ; Qri = Q1 h—1 ,h>1,i=1,2...,n—k+ 1 (see AppendixF).

n hn—i—i—l_l . .
and Zaﬂ:o‘l h_1  h>1,i=n—k+2,...,n— 1 (see Appendix F).

Since we consider the return of the items from a cycle to at most £ consecutive cycles, so we

must have

Sl e, D <D, i=1,2,....n—k+1and " oD <D, i=n—k+2,...,n—1
e, S <1 i=1,2, . on—k+land Y o <1, i=n—k+2,...,n—1
ie., a1%<1, i:1,2,...,n—k+1anda1%<l, t=n—k+2,...,n—1

ie, ay(B*—1) < (h—1),i=12....n—k+1landay(h"* —1) < (h—1), i =
n—k+2....n—1
Hence the proof. O

Lemma 9.2. For 0 < as < 1, b’ > 1 and positive integer k, the following relation holds:
a(W*—=1) < (W -1), i=12....n—k+1and ay(h™" —1) < (W = 1), i =
n—k+2...,n—1.

Proof. Similar to Lemma 9.1. [

Lemma 9.3. For positive integer k, 0 < ay,ay < 1, and h, ' > 1 then optimal value of k

lo h=1 lo -1

is given by k = min{[X4], [Xz]}, where X; = %, Xy = g(lloz—hf“? and | ] denote the
greatest integer function.
Proof. From Lemma 9.1, we get

a(hF—1) < (h—1)ie., a; < M, i=1,2,....,n—k+1. (9.10)

(W% —1)
and ay(B" —1) < (h—1) ice., ay < Ul S R P S (9.11)
1 Ly (0 (hn7i+1_1)7 R .

Substituting i = (n —k+2), (n —k+3),...,(n—2), (n— 1) in (9.11), we get respectively

(h—1) (h—1) (h—1) (h—1)

—_— —_— ... — — A2

ap <
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PARAMETERS
Since ((h}z_—ll)) < (h&*igl_)l) < (h(khfgl_)l) < < ((th 1)) so from (9.10), we gate
o < ((h}l 1) ie., k < X, where X; = ;h log(1 + a—_l)
Again from Lemma 9.2, we get
oz(h'k—l)<(h'—1)ieoz<ui:12 n—k+1 (9.13)
2 €., &2 (h,k_1)7 gLy sty .
anda(h’"_i+1—1)<(h’—1)iea<Mi—n—kz+2 n—1 (9.14)
2 €., 9 (h/n*iJrl_l)’ = yee ey .

Substituting i = (n — k+2), (n —k+3), ..., (n — 2), (n — 1) in (9.14), we get respectively

(W' —1) (W' —1) (W' —1) (W' —1)
< = <, ... < == < = 9.15
0[2 (h/k_z . 1)7 062 (h/k_3 o 1)7 ) 0[2 (hlg . 1)7 ()[2 (h,2 - 1) ( )
Since ((fff/,:ll)) < (h(,Z:l_)l) < (h(,Zl,_gl_)l) << ((:,/2 1)) so from (9.14), we get

g < ((h/k 11)) ie., k < Xo, where X, = _loglh’ log(1 + a_—21)

Since k < X1, k < X, and k is positive integer, so the optimal value of & is min{[X,], [X2]}.

Hence the proof. [

Lemma 9.4. Ifky = 0, +01(1— 1) and ky = Po+2(1— Bs) then the positive real parameters

a1, o, B, P2, 01,00, D1, Do, Py, P5 satisfying the following relations Dl < ki, %22 < ko and

D, Dy 1
k1P ko P>

Proof. From equation (9.1), we get
51P1 + 51(1 — 51)P1 — D1 > Oi.e., {61 + 51(1 — /61)}P1 > D1 i.C., Dy < k’l
For i = 1, we have from equation (9.3),

B2P2 _'_52(1 - /BZ)PQ - D2 > 0 i-e-7 {/82 + 52(1 - ﬁQ)}PQ > D2 i.e. & < k2

By
From equation (9.2), we get

{614 6:1(1 = 1)} Pity = DiT ie., kyPity = DiT ie, % = 2%

For i = 1, we have from equation (9.4), we get

{Ba + 02(1 = B2)} Po(T — t1) = DoT e, koPo(T — t1) = DoT e, 1 — % = 22 e,
1-— k1P1 = kf]iz Le., 7 D1 -+ kl;f., = 1. Hence the proof. U

Lemma 9.5. If the positive real parameters \ and | satisfying the following relations Po; =

)\Pg(i_l), Dgi = /LDQ(i_l), 1= 1, 2, ce k then \ = % holds.
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Proof. From the continuity condition (9.4), we get

{Ba+02(1 = Bo) } Poi (T — th) = Doy T, i = 1,2,....n

Fori =1, ky(1 — %) P, = Dy, where ky = {2 + 02(1 — 2)}

Also ko(T — t)N1Py = i "D, T, i = 2,3, ... k

= () Dy=Dy = ()7 =1i=1,2,....k

= A = u. Hence the proof. ]

Lemma 9.6. P, and ) satisfying the following relations:

(i) {1 =711 = 02)(1 = Bo)}Po > e Dy S8 Wi + o Dyae Dy 305 by~ " =1] when

> a1 D1h+aoDshy
A1+ (on+af)Dy

and (ll) {]_ — ’}/1(1 — 62)(1 — 52)}P2 < ’Vl[alDl + O(llDl + OngQ] when

Ochlhk71+azD2hlf
+h24-+hF~Nay+af } D1 *

A< T+ {(1+h

Proof. From equation (9.5), we get

Y1{a) D1+ an Dy + BriDay + (1 — 62)(1 — B2) Por} — Po1 <0

ie., {1—n(1=208)(1—pP2)}Pe>m{a|D1+ a1D; + asDs}

ie., MP, > g1, where M = {1 — v1(1 — d2)(1 — 52)} and g1 = 1 {c{ D1 + a1 D1 + axDs}.
From equation (9.6), we get

Yi{aa1 D1 + aaa Dy + gy Dy + B21 Doy + Baa Do + (1 — 62)(1 — B2) Paz} — Pag < 0

e, {1—7(1=08)1-B)}P>2{aDi Y7 hi '+ o) Dy +asDy S0 hi '~}
ie., MP; > gy, where g, = I{a1 D, 2?21 hi=1 + o) Dy + ao D, 2?21 R 2

Put 2 = 3 in equation (9.7), we get

71{2?:1 az;i Dy + o3 Dy + 232-:1 B3 D3j + B33 Dy + (1 — 02)(1 — B2) Paz} — Pag < 0

e, {1—7(1=08)1—B)}P > B{aDi Y0 Bt + a4 Dy + aoDy 30 B i)
ie, MP,> go, where g5 = {oy Dy S W 4Dy Dy S0 R A
Proceeding in the way, if we put i = k in equation (9.7) we get

MP; > g where g, = 72x{a1D; Zle h=' 4+ o Dy + aa Dy Zle T

Put i = k 4 1 in equation (9.7), we get

V{3255 Q1) Dt + Oy gy Dt + g Bkt Dag + Bsyesny Dagesny + (1= 82)(1 =
B2) Paiy1y} — Poes1y) < 0
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1.€., MP, > G(k+1) where 9(k+1) = %{Olel Zle hi—t + O/lDl} +
BT A A i = 2 (= ) )

Put i = k + 2 in equation (9.7), we get

71{2?:3 « k+2)jD1 + O/(k-i-2)(k+2)D1 + Zfi; 5(kz+2)jD2j + 5(k+2)(k+2)D2(1c+2) + (1 - 52)(1 -
B2) Pty } — Pors2) <0

1.e., MP2 > g( k + 2) where g(k -+ 2) = m{&ll)l Zle hi_l + CYllDl} +
LB (2 A = i B (= ) + (0 = i)}

Proceeding in the way, if we put i = n in equation (9.7) we get

MP, > g, where g, = = ,wcl{alDlz =Y+ oDy} +

« n— i— i n— n—k 3 n—k—i i
oD (foynmk (SN | R — el R (i — )},

Case-I: When A > 1 + % then we have

NS92=93< S Gr1 S Gk 2 Gkl = Ge42 =0 2 Gn

Therefore gr = max{g1, 92, -, 9n}

a1 D1h+aoDshy

Hence g, is maximum when A > 1 + (a1 +al)Ds

Here M Py > g1, M Py > go, ..., M Py > g, gives M Py > max{g1,go,...,9n}

a1 D1h+a2Dohy
= MP; > g, when A > 1+ “eatal)Dr

= {1 =l = 6)(1 = B)}P > stirlon Dy Y0, W' + a4 Dy + Dy 370, By ]

a1 D1h+asDshy
when A > 1+ RCTEAL Hence the proof.

Case-II: when A < 1+ {(1+ha1D1h’“*1+a2D2h’f

FRZ++hF=T)ag +a} } D1

then we have
In < gn1 <" < Gkt1 <Gk = g1 = Gk—2=> """ = G1

Therefore g, = min{gi,g2,---,In}

a1D1hk71+a2D2h}f
+h2+-+hF—D)a1+a) } Dy

Hence g, is minimum when A <1 + e

Here M P, > g1, MPy > go, ..., M Py > g, gives M Py > min{g1,92, ..., 0n}

O¢1D1hk_1+a2D2hlf
+h24--+hF~Nay+af } Dy

= {]_ — ’}/1(1 — 52)(1 — 62)}.[:)2 < 71[041D1 + (XllDl + OéQDQ] when

Oc1D1hk71+O¢2D2h}f
R RFT)ay+al 1 D1

= MP2>g1when)\§1+{(1+h

A<1+ Th . Hence the proof. O
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9.4.1 Model in Crisp Environment
Maximize TP

Minimize Z,

subject to the conditions,

(B Py + 0,(1 — B1)PJt, = DT (9.16)
[52+52(1—52) (T — )Py = DT, i=1,2,...,n. (9.17)
a(hF—1)<(h=1),i=1,2,....n—k+1 (9.18)
a (" — 1)< (h—=1), i=n—k+2,...,n—1. 9.19)
-1 < (W -1),i=12,....n—k+1 (9.20)
(™ 1)< (W =1), i=n—k+2,...,n—1 9.21)
n,k, A\t >0

9.4.2 Model in Fuzzy Environment

Here we take the parameters ¢4, €,, and £/ R, as interval valued fuzzy number. Then the above
problem in fuzzy environment is

Maximize TP = TSR, +TSRpy, — T\C/pl — T\(jpg —THC; — CgﬁgQ4 — ¢1Qy

Minimize Z, = né,P/"t; + &(T — t1) S0, Py* + ER,Q4

subject to, the conditions stated above in (9.16) to (9.21),  where
?épl = n{cp + 7011 —B1) + csr}Pltl + THC) + nAs + ncyé, Pty 4+ negé, Pty
TCy = TPCy+ RWCy + TSCy + THCy + nA., + coén(T — t1) X0, P

+egbg (T —t1) Yoy P

— —~—IL —R
Taking é, = [€], €], & = [é],él], ER, = [ER,, ER,], we have

— L —R., —— — L —R, ~ =~ =~ _
TCp =[TC,,,TC,], TCyp = [TC,,,TC )., Zy=[ZF, ZF]. (see Appendix F)

Then the above multi-objective fuzzy interval valued problem can be stated as

Maximizei\]3 = [T\?L, ﬁR]

Minimize Z, = [ZL, ZF]

subject to the conditions stated in (9.16) to (9.21), where
TP =TSRy + TSRy, — TCyy — TCyy — THCs — ¢,ER, Qs — c/Qu,

TP =TSRy + TSRy, — TCyy, — TChy — THCs — ¢,ER, Qs — cQu.

The interval valued multi-objective problem is transformed into following:

— L ——R
Maximize TP = w,TP + (1 —-w)TP , 0<w; <1
Minimize Z, = w2y + (1 —wp) 2, 0 <wy, <1

subject to, the conditions stated in (9.16) to (9.21) (see Appendix F).
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Equivalent Crisp Model

Using Lemma (2.3), above fuzzy multi-objective problem is transformed into crisp
multi-objective problem:

Maximize E[TP] = w1 E[TP | + (1 — w)E[TP ], 0<w <1

Minimize E[Z;] = wsB[ZE] + (1 — wo) E[ZF], 0<w, <1

subject to, the conditions stated in (9.16) to (9.21). (see Appendix F).

9.5 Numerical Illustration

The proposed model of the production and reproduction inventory system has been developed
with the help of following numerical example in this section. The values of the parameters
of the model, considered in these numerical examples are not elected from any real life case
study, but these values have been seems to be realistic. The example have been solved to find
optimal values of n, k, A\, t; and T" along with the optimal expected total profit of the system.
To illustrate the solution, we consider an inventory system with the following input data:
Crisp input data: 5; = 0.89, 85 = 0.85, 6; = 0.74, 05 = 0.75, v, = 0.81, a; = 0.09,
ay = 0.11, ) = 0.08, o, = 0.07, h = 1.05, h = 1.07, 1, = 1.02, 1o, = 1.09, 11, = 1.06,
Naw = 1.08, ¢; = 1.05, ¢, = 1.02, ¢, = 19.0, ¢, = 15.0, ¢; = 0.62, h, = 1.50, h, = 1.40,
h! =1.30, A, = 120.0, A, = 130.0, ¢5, = 0.40, ¢, = 0.50, r. = 1.10, r., = 1.20, s = 38.0,
s’ =36.0, P, = 56, P, =51, D; = 29, Dy = 26.

Fuzzy input data: ¢ = (0.75,0.76,0.78), 55 = (0.79,0.81,0.82), €& = (0.68,0.69,0.70),

g ) SR
e =(0.70,0.71,0.73), ER, = (0.02,0.03,0.05), ER, = (0.06,0.08,0.09).
Applying the solution procedure, the optimal solution given in the following Table 9.1.

Table 9.1: Optimal result of the illustrated model when p = 0.4, wy = 0.3, wy = 0.6

Number of Number of conse- A Production Time length of Expected total Expected GHG
cycle (n)  cutive cycles (k) time ¢, each cycle (T) profit (E[TVP}) emission (F [Zg])
8 3 1.3135 3.5250 6.6122 29658.1329 1213.7692

e Table 9.1 shows that the optimal production time of each cycle is 3.5250 unit, time length of
each cycle is 6.6122 unit, expected total profit is 29658.1329 unit and expected GHG emission
1213.7692 unit.

9.5.1 Sensitivity Analysis

Using the same data as that in above Example, we next study the sensitivity of the optimal
production time of each cycle, time length of each cycle, expected total profit and expected
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GHG emission to change the values of the different parameters associated with the model. The
computational results are reported in the following Table 9.2, 9.3 and 9.4.

Table 9.2: Sensitivity analysis of E[/T\ﬁ] and E[Z,] w.rt. 31, B2

Parameters Production time Time length of each cycle Expected total profit Expected GHG emission
(Br, ) (t) M (E[TP) (E|Z,)
B1 =10.86, By = 0.83 3.5128 6.5931 28514.7215 1426.3527
B1 =0.89, B2 = 0.85 3.5250 6.6122 29658.1329 1213.7692
B1 =0.92, 5, =0.87 3.5364 6.6414 30142.1276 1134.5192

e Table 9.2 shows that when the fraction of the better quality item (5, and j; in plant-I and
plant-II are respectively increases, expected total profit (E[T P]) increase and expected GHG

emission (E[Z,]) decrease.

Table 9.3: Sensitivity analysis of £ [?]5] and E[Z,] wxt. 8y, 0a, 7e, 74

Parameters Reworked cost Production Time length of Expected total — Expected GHG

(01, 02) (re, ) time (t1)  eachcycle (1) profit (F [ﬁ]) emission (F [Zg])
0, =0.70,9, =0.72 r.=1.05,7,=1.10 3.5250 6.5813 28564.2143 1328.2314
01 =0.74,0, =075 r.=1.10,7, =1.20 3.5250 6.6122 29658.1329 1213.7692
07 =0.77,00 =078 r.=1.22,7, =134 3.5250 6.7529 31041.3597 1159.4237
01 =0.82,0, =0.85 r.=1.451,=1.50 3.5250 6.7684 30219.0425 1046.2139

e Table 9.3 shows that when the reworked rate and average reworked cost (éy, ) and (J2, 7.)
in plant-I and plant-II are respectively simultaneously increase, initially expected total profit
(E[T P)) increases, after that expected total profit (E[T'P]) decrease due to some portion of
defective item to be reworked with a minimum rework cost and rest portion of defective item to

be reworked with a large amount rework cost. Also expected GHG emission (E[Z,]) decrease.
So any manufacturer company can find the optimal reworked rate from this study.

Table 9.4: Sensitivity analysis of £ [ﬁ] and E[Z,] wrt. v, c,

Parameters Production time Time length of each cycle Expected total profit Expected GHG emission
(1. €) (t) (1) (E[TP)) (E|Z,)
7 = 0.76, ¢, = 12 3.5214 6.5834 28746.5823 1347.8479
7 =081, ¢, =15 3.5250 6.6122 29658.1329 1213.7692
7 =084, ¢, =19 3.5276 6.6371 31254.8579 1140.2584
7 = 0.89, ¢, =24 3.5295 6.6497 28521.2314 1047.1725
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e Table 9.4 shows that when percentage of amount of disposal unit (1 — +,) decreases and the
corresponding raw material producing cost per unit (c,) simultaneously increases, initially the

expected total profit (E[TP]) increases, after that the expected total profit (E[TP]) decreases.

Because at first increasing raw material producing cost per unit more increasing the amount
of raw material unit. As a result, the expected total profit (F[T'P]) increases. But latter,
though raw material producing cost per unit increases, the amount of raw material unit does not
increase as much as previous due to more defectiveness. Also expected GHG emission (£ [Zg])
decrease.So from this study, any manufacturer company can find the optimal percentage of
amount of disposal unit and the corresponding raw material producing cost per unit.

9.6 Conclusion

This chapter focused on the combined effect of imperfect production and reproduction over
finite time horizon. Both the manufactured and re-manufactured used items are returned from
the market and some portion of them are used as raw-materials for the re-manufacturing
process to save the natural resources for future and protect environment from pollution by the
used items after the end of their life cycle. Some portion of non-reworkable defective units
from both the plants is also used as raw-materials of plant-1II for the same purpose. Generally,
the items produced in re-manufacturing process are less quality than the items produced in
normal manufacturing process. So with respect to quality measure, two types of items are
produced in manufacturing (plant-I) and re-manufacturing process (plant-1I). In the proposed
model, we maximized the expected total profit from both the plants and simultaneously
minimized the GHG emission from the industrial waste during production and from the used
and non-reworkable defective units by industrial waste management. Our main aim of this
model is to minimize the disposal cost by minimizing the disposal amount (ISW) from both
the plants so that GHG emission is less to the environment. Here, we consider the parameters
relating to the environmental pollution due to industrial waste as interval valued fuzzy
number since they are not fixed by nature. Finally, a numerical example has been illustrated
to study the feasibility of the model. Also sensitivity analysis has been carried out to draw
some managerial insights of the model.
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Chapter 10

Multi-item EP(Q model with learning

effect on imperfect production over

fuzzy-random planning horizon!

10.1 Introduction

It is more reasonable to describe some parameters as fuzzy variables due to unreliability and
scarcity of historical data. Analogous to chance-constrained programming with stochastic
parameters, in a fuzzy environment it is assumed that some constraints may be satisfied with
a least optimistic and/or pessimistic level (i.e., here the ‘chance’ is represented by either by
‘possibility’ or ‘necessity’ see Charnes and Cooper [27, 28] ). Zadeh [240], Dubois and
Prade [61,62] first introduced the necessity and possibility constraints which are very relevant
to real-life decision-making problems and presented the process of defuzzification for these
constraints. Recently, Das et al. [51] developed an integrated model with a new type of fuzzy
credit period. But, till now, no one has considered the imprecise parameter of the
probability density function of random time horizon and the expressions are converted
into a deterministic by using possibility, necessity and credibility measures following Liu
and Iwamura [140].

Normally, production inventory models are developed in an infinite planning horizon
because it is assumed that the production-inventory process including thevarious inventory
parameters, demand, etc., remain constant over the time horizon. In reality, it is not so due to

'This model published in Journal of ManagementAnalytics, (2016), DOI
10.1080/23270012.2016.1217755, Taylor & Francis.
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several reasons such as variation in inventory costs, changes in product specifications and
designs, technological changes due to environmental conditions, availability of product, etc.
Moreover, for seasonal products like fruits, vegetables, warm garments, etc., the business
period cannot be infinite. Das et al. [51], Palanivel & Uthayakumar [162] and many others
have supported this idea. Again, the assumption of a finite planning horizon is not appropriate
if it is fixed (in crisp nature); for seasonal products, it fluctuates in every season depending
upon the environment effect. Moon and Yun [155] considered this type of horizon with
exponential distribution for an economic order quantity (EOQ) model. Then, a lot of research
work has been done in this field by several researchers (see Roy et al. [182]). But none has
considered a multi-item multi-cycle imperfect production inventory model with
reworking in fuzzy random environment.

In real-world manufacturing systems, due to reliability and/or other factors, the
generation of defective items is inevitable. Practically, these defective items sometimes can
be reworked at a cost to make perfect-quality items. Schrady [190] was the first researcher
who concentrated on rework and remanufacturing processes. Khouja [114] considered direct
rework for the economic lot sizing and delivery scheduling problem (ELDSP). Teunter [205]
developed an EPQ models with rework in two policies. Widyadana and Wee [224] developed
an EPQ model with multiple production setups and rework. Hence, many studies (cf. Chiu
and Chiu [37], Chiu et al. [40], Jaber [100], Jamal et al., [104], Rahim and Ben-Daya [170],
Taleizadeh et al. [202]) have been carried out to address the issues of imperfect production
and reduction of its corresponding quality costs. In this chapter, the rework of the
imperfect product has been made, but on a certain percentage of defective amount.

In financial market, the effect of time value of money and inflation in todays financial
market is well established. Due to high inflation, the economic situation of most countries
may change rigorously, and so, it is not possible to ignore the effect of inflation, because
inflation causes the purchasing power of money to decline sharply. In this direction, some
remarkable work has been done by Chandra and Bahner [23], Ray and Chaudhuri [173],
Chen [31], Chung and Lin [43], and Yang [231]. Dey, Mondal and Maity [57] discussed a
two-storage inventory problem with dynamic demand under inflation and time-value of
money.

According to Dutton and Thomas [69], defect (imperfect quality) levels are high in a firm
may devote additional effort to investigate the cause of defects and this leads to additional
knowledge of the process which, in turn, increases both quality and productivity. Jaber et
al. [101] showed that the fraction of imperfect quantity (defective items) reduces due to the
learning knowledge of the system. Konstantaras et al. [123] observed an EOQ model for
imperfect quality items with shortages under the learning of inspection. Inspection of several
learning curve model (cf. Balkhi [7]) leads to complete an EPQ model with shortages and
learning inspection over a learning random planing horizon. This chapter extends the model
of Manna et al. [148] by assuming stock dependent demands of the items, shortages, learning
effect on imperfect production rate in fuzzy random environment. But, till now, none has
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considered the learning knowledge to reduce the defective rate as well as to increase the
production cost, screening cost in imperfect production inventory model. Summary of
related literature for multi-item EOQ/EPQ models with shortage is shown in Table 10.1.

Table 10.1: Summary of related literature for multi-item EOQ/EPQ models with shortage

Author(s) EOQ Learning Inflation Shortage Demand Uncertain Multi
and year /EPQ effect allow rate environment -item
Roy et al. [182] EOQ No No No stock dependent  Yes No
Yang et al. [231] EOQ No No Yes stock dependent  No No
Taleizadeh et al. [202] EPQ No No No uniform No No
Dey et al. [57] EOQ No Yes No dynamic No No
Moon & Yun [155] EOQ No No No constant No No
Dutton & Thomas [69] - Yes No - - - -
Jaber et al. [101] EPQ Yes No - No No No
Chen [31] EOQ No Yes Yes time proportional No
Chung & Lin [43] EOQ No Yes No - Yes Yes
Schrady [190] EPQ No No No constant No No
Khouja [114] EPQ No No No constant No No
Widyadana & Wee [224] EPQ No No No constant No Yes
Chiu & Chiu [37] EPQ No No Yes - No No
Chiu et al. [40] EPQ No No No - No Yes
Manna et al. [148] EPQ No Yes No promotional No Yes
Present model EPQ Yes Yes Yes, make stock dependent  Yes(Fuzzy Yes

an effect and Stochastic)

on demand

So, in spite of all these developments in imperfect EPQ models, there are still some lacunas.
Making the model more realistic, the main contributions in this chapter are

e The time horizon of the imperfect production inventory model is considered to be randomly
distributed following the exponential distribution with an imprecise parameter.

e The production process is defective in nature, the rate of defective units is reduced due to
the learning effect of the employer, and the defective units are reworked at a constant rate.

e The model is formulated with an imprecise space constraint which is defuzzyfied using
possibility, necessity and credibility measures.

e The model maximizes the expected profit in different uncertainty measurements following a
simulating genetic algorithm (GA).

e Finally, the model is illustrated through a numerical example for different levels of
possibility, necessity and credibility measures. The obtained results are verified through
sensitivity analysis.
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10.2 Notations and assumptions

The proposed model have been developed on the basis of following notations and
assumptions:

10.2.1 Notations

The following notations have been used to develop the chapter (for the j-th item).

ql(t) : On hand inventory of ith cycle at time ¢ for perfect quality, (i = 1,2, ...., N7).
qi(t) : On hand inventory of last cycle at time ¢ for perfect quality.

Si(t) : Shortage for perfect quality items.

Q’ : Maximum inventory level.

pi : Production rate.

DJ : Demand rate of customers.

T7 : Duration of a complete cycle.

t{ : Duration of production in each cycle.

té . Duration of exhaust of inventory in each cycle.

ol : Increasing learning parameter.

e : Decreasing learning parameter.

ie=(i=De? . Defective rate of items in ith cycle.

5 : Percentage of disposal from imperfect quality items.

cge("‘l)ﬁj : Production cost per unit in ith cycle.

¢ e@=DB . Screening cost per unit item in ith cycle.

7 : Average reworking cost per unit item.

hl . The inventory holding cost per unit time for perfect quality.

s Selling price per unit for perfect quality.

N/ : Number of fully accommodated cycles to be made during the prescribed time horizon.
M : Total number of items.

Space required for storing unit jth item.
w : Total space available in the system (fuzzy parameter).
R : Difference between inflation rate and time value of money.
H : The length of time horizon.

10.2.2 Assumptions

The proposed model based on the following assumptions:

(1) In this production system, multiple items are produced with imperfect quality also, the
perfect quality items are directly ready for sale and imperfect quality items are reworked
to make as good as perfect.

(ii) Demand rate (D7) of jth items (j = 1,2,...., M) is assumed to be depend on the
displayed stock level, which is of the form:

V() (1)

: 0
P ={ 515, b 2o oD

IN IV
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where, a/ and i’ are positive constants.

(i11) The time horizon H is finite and randomly distributed. Here, it is assumed that / follows
an exponential distribution with the following probability density function (p.d.f)
It Xe M h>0
h) = = 10.2
J() { 0, otherwise (10.2)

where (> 0), is an imprecise parameter, E[\] = X and £ is the real value of H.

(iv) The time horizon completely accommodates first N7 cycles and end during (N7 + 1)th
cycle.

(v) Lead time is negligible and stock-out is allowed, where the customers in stock out period
are bulk away.

(vi) The initial and terminal inventory levels in each cycle are zero.
(vii) The effects of inflation and time value of money have been considered.

(viii)) The manual inspection of the process reduces the defective rate of the items due to
learning effect of the inspectors. This higher learning effect influence the decision maker
to charge more production cost and screening cost to the next cycle.

(viii) After occurring shortage, due to substitute item, the customer will not wait in the stock
out period. So, the shortage during stock out period is not back logging.

10.3 Mathematical Formulation of the Proposed Model

In the development of the model, we consider that there are N7 full cycles during the random
time horizon H. In this case, the initial stock of the cycle is zero and it starts production
with rate P?. As the production continues screening and reworking, the inventory begins to
pile up continuously after meeting the demand with the rate D7, Production and reworking
of the cycle stop at time #] and restart at time 7. The quantity received at (i — 1)77 is used
partly to meet the accumulated back-orders in the previous cycle. The inventory at (i — 1)77
gradually reduces to zero at (i — 1)T9 + t}. Also in this production process, both perfect and
imperfect quality items are produced. The production process is 100% screened during the
production run time. The perfect quality items are ready for sell. When the imperfect items
are found, some imperfect quality products (which are reworkable at a minimum cost ) are
continuously reworked during the production run time to make as perfect and restore its to the
original quality. The employees learning effort reduce the defective rate 6/ and influence the
decision maker to increase the production and screening cost to the next cycle.
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10.3.1 Formulation for ith (1 < i < N7) Cycle for jth Item

Inventory level

j

—
iy

Shortage level

Figure 10.1: Logistic diagram of inventory model for first N7 cycles

The differential equation to describe the inventory level ¢/(t) in the interval [(i — 1)T7, (i —
1)TY + t3] is given by

dg’(t) _ { {1—0i0ie=DVpi _ DI (1 —1)T9 <t < (i— 1)T7 +t]

dt —D7, (1= DTV 4+t <t <(i—1T7+1
_ [ {1 099iem NP —al —Wgi(t), (i— DTV <t<(i—0)TV+t]
| —d W@ (t), (i— )T+t <t<(i—1)T7 + 1t

where 47 is the disposal part of the defective units #7 P7e~(=D’ in the ith cycle, this unit is
reduced with every shipment in conformance with learning parameter o”.

The variation of inventory level ¢/ (t) over the time interval [(i — 1)77, (i — 1)T + tJ] satisfies
the conditions ¢/[(i — 1)T7] = 0 and ¢/ [(i — 1)T7 + t}] = 0.

During the time interval [(i — 1)77 4 t},iT”], the demand rate is D?(S7) = a’ — b/ S7(t) and
this period is the shortage period. Hence the shortage level S7(t) is governed by the following
differential equation:

dS7(t)
dt

=l —VSI(t), [(i— )TV +t),iT)
subject to the conditions that, S7[(i — 1)T7 4 t}] = 0.
The solution of the above differential equations are

{1 - 90 vy pi—ail1
g(t) = { —e ¥l (i- )T <t < (i— 1T+
_u [1 _ e—bﬂ'{t—(z‘—nw‘—té}}, (=T 4+ <t<(i— 1T+ 8
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and S7(t) = Z—] [1 — e U ENTI Y (G — 1) 4 8, 0T
The present value of production cost of the ith cycle is given by
. . (ifl)Tj“i’t{ Cj . . .
PC! = deli=b¥ / Ple ®qt = 2pi(1 — e_Rt{)e_("_l)(RT]_BJ)
' b (i—1)T R

The term e~Y# increases the production cost from the next cycle with increasing learning
rate 3’ and the term e~ ® reduce the present cost with inflation rate R.
Present value of screening cost of the ith cycle is given by

j i (i—1)87 DT+ i —Rt i _REIN_—(i—1)(RTI—37)
SC! = e . Ple ™ dt = = P(1—e"™)e
i—1)TJ

Present value of reworked cost of the ith cycle is given by
' )T+ I .
RC! = 17 / (1—67)p pie=timDale= Rt gy
(

i—1)T

— lrj(l _ 5]‘)9]']3]’6—(2‘—1)0”{1 _ e RH }e—R(i—l)Tj
R C

Present value of holding cost of the inventory for the ¢th cycle is given by
(i—1)TI+¢] (i—1)T7+t]

HC! = hi[/ | qj(t)e_tht+/ o qj(t)e_tht]
(i—-1)T19 (i—1)TI+¢J

1— eth{ 1— ef(Rerj)tJ1

_ %{(1 _ 5j9je*(i*1)°‘j)Pj _ aj} [ : B 5 i|ef(i71)RTj
hla 11 gy —Rt} et —(R+b7)t] —(R+b)\ | ,—R(i—1)T7
—— = 1L—e ) — —{e 1—e 2}}6 (-1)
b [R(e R+

Present value of shortage cost of the ith cycle is given by

iTI
SH! = ¢, / SI(t)e B qt
(

i—1)T9 4+,
-aj 1 _R# _RTJ ijtg —(R+bj)tj —(R+b)TJ —R(i—-1)T7
= g [l ) e T e

Present value of sales revenue for the ith cycle is given by

. DT o pG-nTI o
SR = sj/ DJe‘tht:sJ/ {a/ + V¢ (t)ye H dt
(i—1)T3 (i—1)T7
eVt

R+

— g [%(1 _ e’Rt{) X (R+bj)t§}} o~ RG-D)TI

_ R 1 _ o—(R+b)E]

R R+

+5j{<1 iy pi aj} [1 ]67<171)RTJ'
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Total profit after completing first N7 fully accommodated cycles is given by

NI
TP(H,T%) = Y [SR] - PC] - SC] — RG] — HC! — SH] |
=1
R Y (1—e A R {1 — e (R
R R
. i g . o1
(sl — hea? )ﬂ{e(wn{ _ 67<R+bf>té} 1 M{emwté _ e%mw‘m‘}
bR+ | bi(R +b7)
_i_hﬁaj R _ (h? + cy)a’ e—Rts 4 Cap @’ e—RTJ} 1— e*RNJ?“J
Rbi Rbi Rbi 1 —e BT
(Cj + Cir) . T e_(RTj_Bj)Nj . R g @_Rt{
_ P R P](l —e Rtl) T= 6_(RTJ'_5J') — [Té(l _ 5])9JP]{ R }
Y S e—Rt{ 1— e—(R+bﬂ')t{ 1 — ¢—(a/+RTI)N
J_ Zengd ]PJ{ _ : H : :
+(s X )07 e VIER —

Since f(h) is the p.d.f of the planning horizon H, therefore the expected total profit from the
N’ complete cycles is given by,

—_— 00 (NI41)TI ‘ s
E[TP(,Ti)] = Z/ TP, T7)f(h) dh

Ni—o Y NITI

R y(l—eBEY . pi {1 — e (B
= HSJPJ——?(Pj—aj)}——(sj——?)(PJ—aJ) A
b7 R b7 R+ b
+(s'ad — hquj)};b]tz {6—(R+w‘)t{ - 6-(R+bﬂ')t;} n b?i(zgjeb;?) {6—(R+bﬂ‘)t§ - 6—(R+bj)Tj}
J + 0J J +
+hilaj _rg (AL cly)al Rt} | chal fRTJ} e
Rb RbI RbI 1 — e~ (BT
() + ) j —Rt] e j ivpipif L~ et
— P ) e [rc(l — 5P { - }
; hg 57 i 1_— e*Rti 1— ef(R+bJ')t{ 67XTJ'
s’ - b_ﬂ) { R B R+ b H 1 — e—(aI+RTI4+XTI)

10.3.2 Formulation for Last Cycle

The differential equations describing the inventory level ¢/ (¢) in the interval [N/T7 (N7 +
1)T7] are given by,

dg'(t) {(1_5jeﬂ‘e—Njaj)Pﬂ'—Dj, NITI <t < NIT9 + 1]

yr D, NITI 4] <t < NITY 41
[ (100 NPT —ai —bigi(t), NIV <t< NI+t
Tl - (1), NITI 4+ <t < NITT + 8,
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subject to the conditions that, ¢/[ N7T7] = 0 and ¢/[N7T7 + )] = 0.

During the time interval [(N7T7 + t}, (N7 4 1)T7], the demand rate D/ = o/ — #/S7(t) and
this period is the shortage period. Hence the shortage level S?(t) is governed by the following
differential equation:

dsi(t)
dt

=a’ — St
subject to the conditions that, S[N7T7 + t}] = 0.
The solution of the above differential equation is

; b%{(l . 5j9je—Njaj>Pj _ aj} [1 _ e—bj{t—NjTJ'}]7 NjTj S t S NjTj + t{
t) = , . o , ,
¢ (t) _Z_; [1 . e—bJ{t—NJTJ—t%}]’ NITI 4+ t<t< NITI + t)

and S7(t) = Z—J [1 e ] [NIT9 4¢3, i ]

In last cycle, for simplicity we consider three cases only depending upon the cycle length. Let
h be the real value corresponding to the random variable H.

Case-I: when N7T7 < h < NIT7 4t

level
- - e
-

Inventory

Shortage level tl \ITi \I
1

Figure 10.2: Logistic diagram of inventory model for case-I

Present value of production cost of the last cycle is given by,

rci, = 4

NiTI

. .
Pl Bt dt] = %PjeNjﬁj(eRNjTj )
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Present value of screening cost of the last cycle is given by,

. ) A . ‘ /
SC%I = C;TeNﬂﬂJ |:/ | .P]e—Rt dt] — %PjeNjﬁ] (e_RNJTJ . G_Rh)
NIT3i

Present value of reworked cost of the last cycle is given by,

, [P - J(1 — §9\gJ Pip—Nial -
Rcil — TJ[/ (1 _5])9]PJ6*N704]€*R1‘/ dt] _ ri(1 — )07 Pe {efRNJTJ —e’Rh}

“LJNiri R
Present value of sales revenue for the last cycle is given by

h h

sp = o [ plerg— g / (o + Vg (£)}e P dt
‘ NjTj NITI
_ S0 RN _ Ry | (i _ o) — §igi pie-Niaiy [ L ~rNiTI _ ~Rh
-aC e )+ S{(PT— ) = PPNy | (e e ™)
6bJ'NJ'Tj _ o )

Present value of holding cost of the inventory for the last cycle is given by,

HCY = hi[ / qj(t)e_tht]
NiTi

h? . : o i
= TH(P —d) = PPN }[E(e*RNT e hhy
e N1 (bI+R)NITJ (b +R)h
o)
R+ b

Case-II: when N/T7 +t] < h < N/T7 + 1}

Inventory level

Shortage level

—
—_r

Figure 10.3: Logistic diagram of Inventory Model for case-II
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Present value of production cost of the last cycle is given by,

. NITI+td J , S
PC’% = eV ' Ple Bt qt = %Pj(l - e_Rt]l)e_(RT]_ﬁj)N]
? b NIT9 R

Present value of screening cost of the last cycle is given by,

o A

j i Nigi N+, j _—Rt Chr pj “RtJ\_—(RTI—BI)NI

SC,. = ce Ple™dt = ZP/(1—e™)e
2 NiTi R

Present value of reworked cost of the last cycle is given by,

, NITI ] S o

RC%2 = ri/ (1-— (57)0JP’e’NJD‘]e’Rt dt
NITI

Tg i\ pj DJ —Rt!\ _—(RTI40ad)N7

= E(l—é)@P(l—e e

Present value of holding cost of the inventory for the last cycle is given by,

' A NITI+t] h A
HCY, =h [ / ¢ (e Bt dt + / ¢ (t)e ™ dt}
NITJI NITi+t7

= @{(1 — §gie Ny pi aj} [i (1 — e—Rti) _ {1 _ 6—(R+bﬂ')t{H o~ RNIT
Y R R+v

_hgaj [l{e_R(NJ’TJ‘th{) _ e—Rh} B et (VT +t3)
¥ LR R+ bi

{6_(R+bj)(NjTj+t{) _ o~ (R+V)R }]

Present value of sales revenue for the last cycle is given by

‘ A NITI+t] h A
SR]LQ =’ [/ Die=ft g +/ Die 1t dt]
NiTi NITi+t]

JqJ o
sa o BNITI _ e—Rh)

-7
R
roif{a s P [ (1) - i e le

b (NVTI+t3)

il T3 4t) - - 7Y (NI TI -t _ j
g [_{6 R(NITI+t]) _ Rh} _ } {e (R+O)(NITI4E]) _ (R—Hﬂ)h}]
R R+ bl
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Case-III: when NIT7 + ¢}, < h < (N7 4 1)T7

Inventory level

Shortage level

Figure 10.4: Graphical Representation of inventory model for case-III

Present value of production cost of the last cycle is given by,

O pNITIA] . ; S
eNﬂﬁJ / Pge—Rt dt = _ij(l o e—Rtl)e—(RTJ_ﬁj)NJ
NiTi R

PCy, =c

P

Present value of screening cost of the last cycle is given by,

' o pNITI4Y o . o
SCy, = NP / Pie ftdt = =2 pi(1 — e*Rtjl)e*(RTj’ﬂj)Nj

NITJI R

Present value of reworked cost of the last cycle is given by,

' o pNITI 4] o o
RC}, = 1! / (1— 6P Pie N =Rt gy

NITi

_ ﬁ(l N 6j)9jpj6—Njozj(1 _ e—Rt{)e—(RTjJrai)Nj

Present value of holding cost of the inventory for the last cycle is given by,

‘ o NITI NITI+t)
HCY, = hg[/ ¢ (t)e  dt + / P (t)e dt]
NiTi NiTi+t]
. R _ e
= @{(1 — 51‘0jefNjaj)Pj _ a]} [1 —e _lze (R+.b])t1]€RNjTj
b7 R R+ b
o i
_h;cjj [%{(eRt{ _ e’Rté) _ Reitgbj {67(R+bj)t]1' _ 67(R+bj)t§}] o~ RNITI
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Present value of sales revenue for the last cycle is given by,

‘ oo pNITIw] NITI+t)
SRy, = ¢ [/ Die B qt + / - Die dt}
NiT9 NiTi+t

bt

o o P R
g [}_g(l_e Rtl)+m{e (R+6)H _ (R+b3)t2}]€ RNITI

_e—R 1 _ o—(RHY
R R+b

-I—sj{(l — 5j9je_Nj°‘j)Pj — aj} [1 ]e_RNjTj

Present value of shortage cost for the last cycle is given by,

h
SH} = ¢, SI(t)e B dt
NiTi+t)
b (NITI413)

clpa’ [1 (efR(NJ'TJ'th;') Ry €

b LR R+ b

= {ef(Rerj)(Nijthg) _ 67(R+bj)h}]

Expected production cost for the last cycle is given by,

(NI4+1)T o
PCJ Z / P(J; f(h)dh
Ni=0/ NT?
¢ P ST X e i, X7
— Pt [(1 B e—)\TJ) -2 - 6—(R+)\)t1} B €_Rt1(6_>‘t1 B e_)\TJ)
R{1 — e~ (RT7+XT1-p7)} R4

Expected screening cost for the last cycle is given by,

_ o (N]—FI)TJ L
E[SCi) = > / SCY f(h) dh

Ni—0 NITJI
" R{1 c%;im ! (1= ) = R : < {1 — e (T — I (e — )
—e” - +

Expected reworked cost for the last cycle is given by,

(NI+1)T

E[RCY] Z / Rciff(ﬁ) dh
Ni=o/ N'T

i(1— 07)07 i S ) el DL R R oo
- R{lrc_(e—{(R—&-)X)TH-aj}} [(1 - - R—er{l = VY — (e — e )]
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Expected holding cost for the last cycle is given by,

(NI4T o
HCJ Z / Hci f(h)dh
Ni=o Y NTY
_ h_{ (P —al) i Vi e+ L)
bi {1- 6—(R+X)Tﬁ} {1- e—{(R+X)Tﬁ+a1}} R R+ bi
_#{1 _ e—(R+X)t{} _ N)‘ {1- 6—(R+bﬂ'+X)t{}
R(A+ R) (R+ )N+ R+ )
1 Rij 1 ~(R0)E | (- T
+{R(1 ) - {1 —e Hie )]
B hial [6"“{ (o)A R iy
Wil — e~(RENTI RO+ R)
o {6_<R+ba')tg(e_xtg ey (RN (RN }}
R+ bi A+ R+V)
{ —th1 _ _Rtg) 't {6—(R+b7)tj _ o (R+b)E }}( ATV e—th)}
R+ b

Expected sales revenue from the last cycle is given by,

(NI+1)T o
SRJ Z / SR% f(h)dh
Ni=o N'T?
_ Sjpj{ 1 _ . 6](9{ }|:(1 B 6—)\%) _ A {1 _ o (B4A 2}]
R U] — (BT ] e~ {(R+NTI 40t} X+R
(P —dd) 5707 PI 1 5y 1 _Rii
j _ _ —(1 —
ts {1 _e~(RINTI | _ o—{(R+NTi+ai} } [R + ba'(l e ) + {R(l )
— M1 - 67£A+R+b3)t{} _ 1 {1 — e*(R+b]’)t{'}}(€th{ _ efXTJ')]
(R+W)N+R+0b) R+
s [6’“1 (M _ ol A (e
1— e (BT L R RO\ + R)
etz N g A 4 X X
_ ‘{67(R+bﬂ)t'l(€f)\tl oMy N (RN 67(R+b3+)\)t2}}
R+ b7 A+ R+ )
1 j j et't j i\ PUa S
_i_{ﬁ(ethl _ eth2) oy {ef(RHﬂ)t . 67(R+b])t2}}(€7)‘Tj _ ef)\t2):|
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Expected shortage cost for the last cycle is given by,

—_— 00 (NI4+1)T9 o

E[SH]] = / SHI f(h)dh
Ni—g Y NIT?
_ i’ [ {1 1 }(ef;{t% S
bi{l—e RT7e T} LLR R+

I etz _ {e—(R+X+bJ')t; - 6—(R+X+b]’)TJ}

(R+b)(R+\+bi)

X S e

_—N{e—(R—H\)tQ _ o (BENT H

R(R+ ))

Expected total profit from last cycle is given by,

P e U T N N

E[TP}(,T7)] = E[SR}] - E[PC]] — E[SC}] — E[RC}] — E|HC]] — E[SH]]

10.3.3 Objective of the Proposed Model

The expected total profit from the complete time horizon is given by,

M e~ — M P
E[TP] = Y E[TPi(,T9)]+ Y E[TP(t,19)] (10.3)
j=1 j=1
subject to the space constraint:
M —_
Y oPQ<W (10.4)
j=1

Then for predefined confidence levels p (for objective function) and zi; (for constraint function)
the deterministic problem (followed Liu and Iwamura [140]) is:

Maximize Z (10.5)
M
subjectto  Pos (E[TP] < Z> > 11 and Pos(Z PO < W) >
j=1
or Nec(E/[T\];] §Z> ZﬂandNec<ijQj§W> >

—_

=

or C’r(ET%E]SZ)zuandC’r<ijQj§W>2u1

Jj=1
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which is equivalent to

Maximize Z (10.6)
. Z — E[TPlyin Mo
b tt > d 7 < Wmax - Wma:c - sz
M .
BT Pl — 2 S Q) — W,
<1-— pand = <1-

o E[TP]max - E[Tp]mld B pram Wmid - Wmm - i

1 Z — E[TPlyin 7 — E[T Plmid
or — > W

9\ E[TPlyid — E[TPlyuin | E[TPlmas — E[T Pl

1 Wmax - ]\/i Q) ]\{ aj - szn
and — Zj_l ) + Zj_l “ e
2 Wmax - Wmid Wmid - szn

10.4 Solution Procedure

To determine the feasible solution for the decision variables ], T (j=1, 2) of the above fuzzy
model, the fuzzy simulation based genetic algorithm (FSGA) have been used which described
in section 2.4.5. To implementing FSGA we set the following parametric values:
POPSIZE=500, PCROSS=0.3, PMUT=0.2, MAXGEN=2000.

10.5 Numerical Illustration

A company manufactures its productions at a rate of 55 units and 60 units per unit time with
the defectiveness 15% and 12% respectively. The rework system recoveries 84% and 82%
of the defective units for 1st and 2nd item respectively. Due to learning effect the company
reduces 12% and 11% of the defectiveness from one to another cycle respectively. The per
unit selling price of the items are $92 and $90 respectively. The difference between inflation
rate and time value of money is i = 0.10. The different costs of the items are given in Table
10.2.

Table 10.2: Values of different type of cost parameters

Production cost Screening cost Rework cost Holding cost Shortage cost
(c) (c) (rd) (h) (cly)
Item-1 $30 $1.5 $5 $2.1 $2.5
Item-2 $28 $1.4 $4 $2.5 $2.0
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The input values of the demand parameters and parameters relative to defectiveness in appro-
priate unit are given in Table 10.3.

Table 10.3: Values of different type of other parameters

Parameters a’ v 07 57 0 B
Item-1 40 0.1 0.15 0.16 1.4 0.010
Item-2 43 0.12 0.1 0.16 1.6 0.012

The imprecise parameters are taken as: A = [0.095,0.102,0.112], W = [45,50,55]. The
problem is to determine the optimal policies under different management system. For the
empirical parametric values the optimum results are obtained by using simulation based FSGA
and presented in the following tables.

Table 10.4: Optimum results of illustrated model for possibility measure

—

Possibility | Item | t] t) T | QY E[TP] Z

measure (unit) | (unit) | (unit) | (unit) $)

pw=08 |Item-1| 1.12 | 1.51 | 3.51 | 14.65 | [9406.00, 9683.77, 9966.69] | 0.99
w1 =09 | Item-2 | 1.16 | 1.58 | 3.65 | 14.45

p=0.6 |Item-1| 1.06 | 1.43 | 3.17 | 13.91 | [8286.36, 8549.99, 8818.21] | 0.98
=09 | Item-2 | 1.27 | 1.72 | 495 | 15.74

Table 10.5: Optimum results of illustrated model for credibility measure

P —

Credibility | Item | t) T | Q E[TP] Z

measure (unit) | (unit) | (unit) | (unit) $)

pw=08 |Item-1| 1.09 | 1.47 | 5.84 | 14.28 | [8230.24, 8510.60, 8791.57] | 0.98
1 =09 | Item-2 | 1.96 | 2.62 | 497 | 23.22

pw=06 |Item-1| 1.17 | 1.58 | 3.97 | 15.27 | [6967.86, 7209.59, 7455.51] | 0.98
w1 =09 | Item-2 | 1.14 | 1.55 | 494 | 14.22
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Table 10.6: Optimum results of illustrated model for necessity measure

—

Necessity | Item | t] t) Ti Q’ E[TP] Z
measure (unit) | (unit) | (unit) | (unit) %)

pw=0.8 | Item-1 | 1.01 | 1.36 | 4.75 | 13.29 | [6333.46, 6559.85, 6788.76] | 0.98
w1 =09 | Item-2 | 1.19 | 1.62 | 437 | 14.81

pw=0.6 |Item-1| 1.18 | 1.59 | 5.92 | 15.39 | [5804.19, 6028.78, 6256.18] | 0.99
=09 | Item-2 | 1.12 | 1.52 | 422 | 13.99

The results in Tables 10.4, 10.5 and 10.6 show the optimum production run-times, cycle times
as well as ordered quantities for two different items. From these tables, we conclude that:

e From Table 10.4, 10.5 and 10.6 one can see that the level of uncertainty has a similar effect
in each management, i.e., as the level of uncertainty decreases profit is also decrease.

e Table 10.4 and 10.5 show that the level of uncertainty has a reverse impact on maximized
parameter Z.

10.5.1 Sensitivity Analysis

The change in the values of system parameters can take place due to uncertainties and dynamic
market conditions in any decision-making (DM) situation. In order to examine the impacting
of these changes in the values of parameters, the sensitivity analysis will be of great help in a
decision-making process.

P

Table 10.7: Sensitivity analysis of E[T'P] w.r.t. R

R E/[}_}/’] in possibility E[TP] in credibility E/[}_}/)] in necessity
0.06 [10966.1, 11347.9, 11740.8] [9390.19,9731.67, 10082.99] [8018.71, 8326.32, 8641.49]
0.08 [9010.91, 9314.41, 9624.25] [7597.33, 7871.85, 8152.04] [6367.76,6618.99, 6874.18]
0.10 [7980.17, 8236.59, 8497.19] [6683.14,6917.93, 7156.52] [5551.88, 5769.92, 5990.40]
0.12 [7231.85, 7453.19, 7677.48] [6040.58, 6245.64, 6453.47] [4998.76, 5191.72, 5386.38]
0.14 [6655.50, 6849.79, 7046.32] [5558.11, 5740.12, 5924.31] [4595.77,4769.11,4943.81]
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There is a noticeable deviation in expected total profit in each measures (possibility, necessity
and credibility) as the difference between inflation and time value money moves away.
Increasing the difference between inflation and time value money (R), the average profit can
be decreased.

Table 10.8: Sensitivity analysis of E[T'P] w.r.t. o! and o

—

E[TP] in possibility

——

E[TP] in credibility

—

E[T P] in necessity

Increasing learning parameter
o' =0.08, a2 =0.07
ol =0.10, a? =0.09
al =012, a2 =0.11
ol =0.14, a2 =0.13
al =0.16, a®> =0.15

[6126.71,6342.33,6558.57]

[6935.75,7179.69, 7426.70]

[7961.99,8218.09, 8478.36]

[6719.87,6968.22,7221.63]

[6133.87,6369.00, 6609.38]

[5882.73,6099.00, 6316.64]

[6894.24,7134.68, 7377.87]

[7922.75,8196.29, 8470.05]

[6295.96, 6539.69, 6787.63]

[5948.81,6184.67, 6425.04]

[4261.45, 4444.06, 4626.99]

[4906.56,5112.13, 5319.06]

[5546.78, 5764.69, 5985.03]

5010.66, 5218.97, 5429.10]

[4699.96, 4896.02, 5093.10]

Table 10.8 shows the optimal results of the expected total profit in different managements for
different values of the learning parameters o' and o%. This table shows that the expected total
profit is concave with respect to the learning effect parameters, i.e., at initial increment of
learning effect reduce the defectiveness of the items and increase the profit, but after a certain
level of that increment, the learning effect reduce the defectiveness as well as increases the
production cost and screening cost.

5460 5460
5440 ‘\ 5480 LY
5420 \
N\ 5420
5400 \
S350 —— 5400
5360 T~ TPl 5380 \\
5340 \
~ 5350
5320 \ E[TP]
5340 -
5320
s e
136 - 1
134 T~ Q 15
. [ )
132 ~ 155 Q
1 " —
128 \ s e
126 91 i
1 g
01 015 02 025 03 035 o o w s 0 s

Figure 10.5: Variations of ' and 62 effects on Q*, Q% and ET P

Finally, from the Figure 10.5 it is concluded that there is a decrease (increase) in the stock
amounts Q' and Q% as well as expected total profit when the rate of defective rates 0 and 62
are increased (decreased).
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10.5.2 Practical Implications

A manufacturing system may be illustrated as follows: Let a mobile phone company produce
two types of mobiles with different features, having a random length of business period for a
lot of items. At the time of production, a few defective units (e.g. scratched, disordered shape,
etc.) are repaired to sell at the market. Each item has a different demand rate depending on
the displayed amount. The company has a space capacity, say about 500 acres, which appears
in an imprecise sense. The supporting staff of the company gathers experience to reduce the
defectiveness of the mobile phones. The decision managers of the company decide how much
of each item to produce, and what will be the length or frequency of the production cycle. For
such a real-life problem, the present model can be implemented. The solved model gives a
managerial insight to the decision maker of any newly established company where more than
one item is produced.

10.6 Conclusion

In this chapter, a production-lot sizing model has been presented that incorporates some
realistic features in a imperfect production system. In practice, the production processes of a
manufacturer are not perfect. Hence, a production system produces some perfect and some
defective items. The production inventory model has been developed over a random planning
horizon with fuzzy parameters. The modern soft computing method of genetic algorithm
based on simulation process investigates the optimal solution of the model. This chapter
suggests the optimal time period, production period and ordered quantity as well as the effect
of the learning parameters for different measures such as possibility, necessity and credibility.
So, from this study, the following conclusions can be drawn:

(1) The expected profit in an optimistic sense is larger than that in the pessimistic sense.
(i1)) More production run time implies a higher quantity of maximum inventory, and profit.

(iii)) When increasing the difference between inflation and the time value of money, the aver-
age profit can be decreased.

(iv) The initial increment of the learning effect reduces the defectiveness of the items and
increases the expected profit. But after a certain level of that increment, expected profit
decreases due to more increases in the production cost and screening cost.
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Chapter 11

Two layers supply chain imperfect
production inventory model with fuzzy
credit period, time and production rate

dependent imperfectness

11.1 Introduction

In today’s highly competitive business world, the supply chain management (SCM) is a vital
issue for manufacturers, retailers and customers. It is a methodology to improve the business
performance. As a result, Supply Chain Management (SCM) is in the form to enhance the
revenue and to reduce operational costs, to improve flow of supplies, to reduction delays of
production and increase customer satisfaction. Researchers as well as practitioners in
manufacturing industries have given importance to develop inventory control problems in
supply chain management. Adoption of supply chain management practices in industries has
steadily increased since the 1980s. However, Manna et al. [147], Munson and
Rosenblatt [157], Yang and Wee [230], Khouja [117], Yao et al. [234], Chaharsooghi et
al. [16], Wang et al. [216] and others provided excellent review on supply chain management
literature. These articles define the concept, principals, nature and development of SCM and
indicate that there is an intense research being conducted around the world in this field.

In present business culture, usually a supplier offers a permissible delay in payments to a

manufacturer, a manufacturer offers a permissible delay in payments to a retailer and a retailer
offers a permissible delay in payments to customers, known as trade credit period, in paying for
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purchasing cost, which is a very common business practice. Suppliers often offer trade credit
as a marketing strategy to increase sales and reduce on hand stock level. Once a trade credit
has been offered, the amount of period that the retailer’s capital tied up in stock is reduced,
and that leads to a reduction in the retailer’s holding cost of finance. In addition, during trade
credit period, the retailer can accumulate revenues by selling items and by earning interests.
As a matter of fact, retailers, especially small businesses which tend to have a limited number
of financing opportunities, rely on trade credit as a source of short-term funds. In this research
field, Goyal [78] was the first who established an EOQ model with a constant demand rate
under the condition of permissible delay in payments. Chung and Liao [46] studied a lot-
sizing problem under a supplier’s trade credit depending on the retailer’s order quantity. Abad
et al. [2] developed a seller-buyer model under permissible delay in payments by game theory
to determine the optimal unit price with trade credit period, considering that the demand rate
is a function of the retail price. Recently Das et al. [51] developed an integrated model under
trade credit policy. Summary of related literature for multi-retailer EOQ/EPQ models with
credit period is shown in Table 11.1.

Table 11.1: Summary of related literature for EPQ/EOQ models with Credit period

Author(s) EOQ Defective rate Demand rate Environment Credit period Retailer
/EPQ depend on /Agent
Abad & Jaggi [2] EOQ - Price sensitive Crisp Decision variables  Single
Annadurai &
Uthayakumar [6] EOQ Random Stochastic lead-time Stochastic - Single
Chaharsooghi et al. [16] EPQ - Stochastic lead-time Stochastic Crisp (fixed) Multiple
Chang et al. [26] EOQ - Fuzzy random-lead time Fuzzy-stochastic - Single
Chung & Liao [46] EOQ Constant Constant Crisp Crisp (fixed) Single
Das et al. [51] EPQ Constant Constant Fuzzy Crisp and fuzzy Multiple
Datta & Pal [52] EOQ - Stock level Crisp - Single
Dey et al. [56] EOQ - Dynamic Fuzzy - Single
Jaber et al. [103] EOQ Random Constant Stochastic - Single
Khouja [117] EPQ - Constant Crisp - Multiple
Manna et al. [147] EPQ Constant Stock level Fuzzy - Single
Panda & Maiti [163] EPQ - Price dependent Fuzzy - Single
Yang & Wee [230] EPQ - Constant Stochastic - Multiple
Present model EPQ  Production rate Stock and Fuzzy-stochastic  Bi-level with Multiple
& time dependent  credit linked fuzzy & crisp

In recent years, the green house effect and global warming have gained much attention
due to strong and more frequent extreme weather events. In every developing countries, there
is a scope of measuring and maintaining such carbon-emission. Benjaafar et al. [9] first
presented a series of model formulations that illustrate how carbon emission considerations
can be incorporated in to decision-making problem. Dye and Yang [70] study a deteriorating
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inventory system under various carbon emissions policies.

Uncertainty of the parameters in a decision making is a well established phenomenon in
recent years. Estimation of such parameters in the objective functions using traditional
econometric methods is not always possible due to the insufficient historical data, especially
for newly launched products. Generally, nature of uncertainties can be classified into three
major groups such as random (stochastic), fuzzy (imprecise) and rough (approximation).
Several research works on fuzzy inventory problem [26, 56] have been done in the existing
literature. Panda et al. [163] extended the single period inventory problem in a multi-product
manufacturing system under chance and imprecise constraints. Chang [25] developed an
EOQ model with fuzzy defective rate and demand. Recently Manna et al. [147] and Das et
al. [51] considered different imprecise parameters in their supply chain models.

This chapter considers a manufacturer-retailer-customer supply chain model involving bi-
level trade credit and random carbon emission. In this chapter, a two-echelon supply chain
system with several markets, by taking the imperfect production process is considered. Here,
we establish a bi-level trade credit model to enhance the demand of the customers, which
actually is a Stackelberg model with the customer’s satisfaction and whole system being the
leader in the management. Here,we introduce an integrated production-inventory model with
rework policy. Here, the manufacturer offers trade credit period to retailer and as well as
retailer offers trade credit to the customers. Here, both the credit periods are fuzzy in nature
and the model is defuzzified using the expression of expectation. The demand of the customers
is considered as stock dependent.

11.2 Notations and Assumptions

The following notations and assumptions have been used to develop the proposed model:

11.2.1 Notations

The following notations have been used to develop the model.

g¢m(t) : Inventory level of the manufacturer at any time ¢ of perfect quality items.
¢.(t) : Inventory level of the ith retailer at any time ¢ of perfect quality items.

n : Number of retailers.

P . Production rate in units, P > D.

0 . Rate of produced defective item which depend on time and production rate.
n° Rate of carbon emissions associated per unit produce item, a random variable.
0 . Rate of carbon emissions associated per unit rework item, a random variable.
0’ : Rate of carbon emissions associated per unit disposal item, a random variable.
g(n) : The probability density function of 77, n € [0, 1).

) . Percentage of rework of defective units per unit time.
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11.2.2

Demand rate of perfect quality items of the ith retailer.

Demand rate of perfect quality items of the customers from ¢t/ retailer.
Selling rate of perfect quality items of the manufacturer, where D = 7" | d..
Production run-time in one period.

Manufacturer business period.

Time at which the selling season ends for ¢th retailer.

Imprecise credit period offered by the the manufacturer to the retailers.
Credit period offered by the ith retailer to the customers, 0 < N* < M.

Rate of interest per year earned manufacturer from retailer.

Rate of interest per year earned retailer from customer.

Screening cost per unit item.

Set up cost of manufacturer, A,, = A0 + A, P*, k> 0.

Holding cost per unit for per unit time for perfect item in manufacturer.
Holding cost per unit for per unit time of perfect quality items of the ith retailer.
Reworking cost per unit for manufacturer.

Production cost per unit.

Cost per unit carbon emission.

Disposal cost per unit.

Selling price per unit of perfect quality items for manufacturer.

Set up cost of the ¢th retailer.

Selling price per unit of perfect quality items of the ith retailer s’ €

[Smina smaa:]'

Assumptions

The following assumptions have been used to develop the model.

(7) Manufacturer produces a mixture of perfect and imperfect quality items. Some portion
of imperfect items are reworked and transformed into a perfect quality items.

(77) The defective rate is not constant, it increased with time and production rate. So, the
defective rate depend on time and production rate, it is defined as follows: 6 = ( +
AP + &L, where (3, A and £ are positive constants as well as taken suitable values.

(iid)

(iv)

The demand rate of the customers depend on displayed stock/inventory of the item and
credit period offered them. i.e., d. = d, + d. e"N" + digi(t), diy > 0,d’; > 0,d} >

0, > 0.

» Pel

The production-project might involve rolling out clean energy technologies or soaking
up carbon emission from the production, that need to include in a production problem
as a carbon emission cost.

(v) Set up cost of manufacturer has been considered as production rate dependent.

262



11.3. MATHEMATICAL FORMULATION OF THE PROPOSED MODEL

(vi) Tt is assumed that the fuzzy credit period (]\7 ) offered by supplier must be within
replenishment period (1), i.e., M < T.

(vii) The ith retailer provide a down-stream credit period (N*) to his / her customers, where
N < M.

11.3 Mathematical Formulation of the Proposed Model

We consider a manufacturing system which produces both perfect and imperfect item in each
production run at a rate (1 — #) P and 6P respectively. Among the imperfect item few items
are repaired at a rate 6 P portion We consider a manufacturing system which produces the lot
size Q in each production run, with constant production and demand rates denoted by p, and d,
respectively. In these process of production, screening and repaired unavoidable carbons are
emission at a rate 7, n” and 7" respectively. The fresh units are transported to several market
with their individual demand along with an imprecise trade credit M. The retailers sold the
units in their respective markets as per customers demand d(t) = di, + d’, e N + digi(t).
Here it necessary to mention that the demand depend on the displayed stock of the retailer and
the credit period N? offered to the customers. Such supply chain inventory model is derived to
formulate different cost expression.

Carbon ﬁEP Manufacturing .
Emissiony/ Centre - de
A 1 Retailer 1
*| n°Pp P ,
y 3 v dc
Disposal| (1-0)0P[ screening |(1-6)P|Serviceable Retailer 1
stock | Centre | Stock :
6P 1 a
v Retailer n
ﬁ”p Repairable 50P
Stock
Customers |«

Figure 11.1: The flow of the produce items of the integrated model
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11.3.1 Formulation of the Manufacturer

The rate of change of inventory level of manufacturer for perfect quality items can be
represented by the following differential equations:

dgm [ P=D—(1=0)(B+AP+E)P, 0<t <t
dt -D, t <t <ty

with boundary conditions ¢,,(0) =0, ¢,(t2) = 0.
The solution of above differential equations are given by

N {(P—D—-(1-8)(B+AP)P}t—(1-85P2, 0<t<t
am(t) = —D(t —t,), t <t <t

Lemma 11.1. The manufacturer’s production time length (t,) and production rate (P) must

satisfy the condition t, = {P — (1 —0)(8+ AP)P}t; — (1 — 6)50t2.

Proof. From the continuity conditions of ¢,,(t) at ¢ = t;, the following is obtained,
{P—D—(1=08)(B+AP)P}t; — (1 —0)§Pt2 = —D(t; — t2)

= Pt; — (1= 6)(B+ AP)Pt; — (1 — 6)5Pt} = Dty

=ty = 5{P — (1= 06)(8+ AP)P}t; — (1 — 0)55t3 O

Inventory holding cost for perfect items is:

HCOM = hm[ / ' g (t) dt + / : G (1) dt}

t1

= hm[/tl {{P—D— (1=0)(B+AP)P}t — (1—5)%1%2} dt—/tQD(t—tQ) dt
— hm

t1
-z [{P D —(1-8)(B+A\P)PY — (1 — 5)§Pt§ 4 D(t — tz)ﬂ
Production cost for the manufacturer= c, Pt;.
Inspection cost = s.Pt;.
Reworking cost for manufacture = 7, fgl B+ AP+ EPdt =repd (ﬂ + AP + §t1> Pt;
Revenue of perfect quality items for the manufacturer = s,,,d,.t5.
Disposal cost during (0, t5) = ¢4(1 — ) (5 + AP+ §t1> Pt;
The total amount of carbon emissions during the production run time can be calculated
as follows:

t1 t1 t1
CE(t,) = n/ Pdt+m/ 5(5+/\P+§t)Pdt+r7p/ (1—0)(B+ AP+ &P dt
0 0 0
. . 5 §
_ € Y P _ =
= Pt1+{77 5+ iP(1 5)}(6+>\P+ 2t1)Pt1

264



11.3. MATHEMATICAL FORMULATION OF THE PROPOSED MODEL

The expected carbon emission cost during the production run time is given by

E[CE(t;;7)] = Q@wwm+{mmw+mmg—®}@+AP+%QmJ

Expected total profit £'[I1,,(¢)] of manufacturer during the period (0,7)

is given by

E[Hm(tl; ﬁ)] = SthQ - (Cp + Sc+ ecE[ﬁE])Ptl - (Tcm + ecE[ﬁw])a(ﬁ + AP + gtl)Ptl
e+ Bl — ) (84 AP+ 51 ) Piy — A,

[P~ D - (1= 8)(B 4 APYPYE — (1= §)S PR + Dt~ 1)

11.3.2 Formulation of the it/ Retailer

The ith retailer receives his/her required quantity per unit time d’. from the manufacturer and
fulfill the customers’ demand rate d°. Those retailer start their business on or before the
production run time t;, pay r portion of the price amount payable initially and the remaining
(1 — r) portion pay at the end of his/her business period. But those retailer’s arrive after the
production run time t¢;, pay the total amount at their business starting time. They pay the
initial amount by getting loan from a bank at the rate of interest of [, per year. Every
retailer’s earns interest at the rate of /. by depositing sales revenue continuously. The
inventory level ¢'(t) for the ith retailer’s is governed by the following differential equation:

dgl(t) (d, —d.), 0<t<t
at —d, ty <t <T

with boundary conditions ¢/ (0) = 0 and ¢/.(T") = 0.
The customer demand is di(t) = d’, + die* N' + dig (t) = d) + digi(t),
where d}, = d', + d;e"™". Therefore the solutions of above differential equations are given by

di.—d} _d
%(1—6 dlt), O<t<t2

() = di

ty <t < Tt

Lemma 11.2. The retailer time length of inventory (T") is given by

Ti =ty + ilog{l i (didfédé)(l _ e—d§t2)}
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Proof. From the continuity conditions of ¢'(¢) at ¢ = t,, we have
(d:*d_qldzo) (1 _ e—ditz) — _%{1 _ e—dl(tg—Ti)}

= (dz‘ _ di)(l —dltl) d6{1 —di(tg—Ti)}

= e~ (t2 ) =1 + (dy )(1 _ 7d1t2)

= T =t + jlog{1+ (d —d (bl (1 — i)}

Holding cost of the ith retailer is given by

HCR' = h;[ / g () dt + / q;(t)dt}
0 to

_ 7 (dT’ B dl) 1 —ditg d6 7 1 —di(tg

Holding cost (HCR) for all retailers’ is given by

(dl — di) 1 g di , 1
HCR R [—{t e itz 1 } { T —ty) + {1l —e”
Z i 2+dz( ) a ( 2)+dzl{ e
Sales revenue from perfect quality items of the ¢t/ retailer is given by

srr =i [+ aa@)ar [+ o)

to
= st |dita + (&, = dy){t2 + grle™® — 1)} = {1 — e
— Si. |:d,zrt2 + (d:‘ _ d%)) (€_d§t2 . ) d6{1 —dl (t2—T" )}i|
di
All retailers’ total sales revenue (SRR) is given by
— db)
d1

7 dl 7
SRR — Z [dlt L (edit: 1) — 0{1 e~ di (=T >}}
All retailers’ total purchase cost (PCR) is given by

n

PCR=suydit,

i=1

)
di(tz—Ti)}H

Here it is assumed that the retailer’s trade credit period offered by the manufacturer is M and
that of customer’s offered by the retailer is N* (where N* < M). The retailer is charged by
the manufacturer, an interest at the rate of I, per year per unit for the unpaid amount after the
delay period and can earn an interest at the rate of /. (I, > I,,) per year per unit for the amount
sold during the period (¢, M) respectively. Depending on the cycle times of the retailer and
offering as well as receiving credit periods, three different cases may arise, which have been

discussed separately.
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Case-I: when N < M <ty < T"

Inventory

Qy rPe=mm---

Interest Earn Interest Paid

O e ==

Time

Figure 11.2: Total interest earned and paid representation when N < M < t, < T*

Interest paid by the ith retailer (I P}),

Ti
IP = s,1, / q.(t) dt
M

~ sun| | * giteyde + / " g a

M t2

[(dfa;lldf)) {(t2 ~ M)+ d%(edm . efdiM)}

= spl,

~S (T — )+ {1 — e T

Interest earned by the ith retailer (I EY),

IE; = 3316[(T"—Ni) /Ni di(t)dt + (T" — M) /M (M —t)d.(t) dt

Ni

T — ) / ® (= Odi(t) dt + / " na ]

M t2

= SL[T - N[N+ (@ )N+ (e 1)

di
; dz . .eid?LNi 1 o )
T — M) (M — NY)? — (M — NY)— (e~ BN _ gmiM
HI = M){ GO0 = NP = (M = N =+ g (e — i) |
i d; 2 e~ M L gim i,
+(T—t2){E(M—t2) ~ (= M) =g+ (e — e 1)}

di i di

-0 TZ —t —dl(tQ—Ti) 4 1— —di(tQ—Ti)
+d21< 2)6 +(dl1)2{ e }
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All retailers’ total interest payable (I P;) is expressed as

n

Ih = ZSmIP[M{<t2—M)+%(6—d§tQ_e_d'iM)}
1

d’L
i=1 1

~B{r -+ T -y

All retailers’ total interest earned (I E}) is obtained as

n

IE, = Y sil. [(T" — Ni){déNi +(d; — do){N + i(‘f_dw - 1)}}

di
i=1 1

i d, 2 i e i’ L aNni —aim
+(T—M){E(M—N) = (M = N) =g+ e — e )}

i

H = 1) { SO0~ 1)? — (8~ M)

e—diM

— + sl

| | di  (d})?

+%(Ti—t Je—hltz=T o do {1—e‘d3(t2‘Ti)}}
di ’ (d1)?

Therefore, all retailers’ total profit is given by
() = SRR— PCR— HCR— 1P+ 1E, — ) Al
i=1

So, the total profit (ITP) for this case of the integrated system is written as
BITP(ty; )] = B[1(ty; 7)) + IV ()

Case-II: when N* < ty < M < T"

Interest paid by the retailer (I P)),

TZ
P, = spl, / ¢ (t) dt
M

T? j
d} i (g
= 5,1, / — 01 — 7 =T gt
v dy
— dés_ﬁllp [i{e—di(M—Ti) —1} = (T" = M)
dp Ldy
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Inventorv
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Figure 11.3: Total interest earned and paid representation when N <ty < M < T*

Interest earned by the retailer (1 E3),

1B = sL[(T' - N / Y @t (T 1) / ® (= O (1) dt

N?

M T?
+(T" — M)/ (M —t)d'(t) dt+/ (T" — t)d.(t) dt]
to M
G i ATE i T i i i l —diN? _
- srle[(T N){dON +(d do){N + (e 1)}}
. . dz . ) . 6_d§Ni 1 o )
T _ Tt — N 2 to — N° ' : —d{N* _ _—dit2
HI =) G0 = N = (1 = )™t (Y — it |
) dt i dl )
T — M) -2(M — ty)e~hat2=M) 0_{1 — ¢ hlt2=M)
+ M = et 1 — e H
—i—d—é(Ti — M)eAM=T d.o {1- e_dli(M_Ti)}}
dy (dy)?

All retailers’ total interest payable (I P;) is expressed as

" dis, DT 1 ; ; ,
P, = 0% p[ {e—d1<M-T>—1}—(TZ—M)]

i '
i=1 di di

All retailers’ total interest earned (/ F») is obtained as

L . . (dE = o o odb .
1B, = S s [(TZ - NZ){diNl L dy) ane 1)} (T — t;){i(t; _ Ny
i=1 di 2
. e_dliNi 1 i AT i : d i
—(t2 = N')——+ (di)g(e_le - @_dlm)} +(T" = M){d_?(M — tg)e (7
1 1 1

+ d,% {1 - e_dli(tQ_M)}} + d—é(Ti — M)e~BOM=T) 4 d—.o{l - e_dzi(M_Ti)}}

(d')i dy (dy)?

269



CHAPTER 11. TWO LAYERS SUPPLY CHAIN IMPERFECT PRODUCTION
INVENTORY MODEL WITH FUZZY CREDIT PERIOD, TIME AND PRODUCTION
RATE DEPENDENT IMPERFECTNESS

Therefore, all retailers’ total profit is given by

M(t)) = SRR — PCR— HCR — IP, + [E, — 3 Al

i=1

So, the total profit (ITP) for this case of the integrated system is written as
B[ITPy(t; )] = E[1(t;7)] + 117 (1)

Case-III: when ¢ty < N' < M < T"

Interest paid by the retailer (1 Py),

Ti
IP; = sul, / ¢.(t) dt
M

™ di o

= Spl, / — 01— e~ h=T] gt
M dl

. dQSmIp |: 1

00| Lo i (M=TY 4y (T

Inventory

Qu f-—==—----5

interest Earn Interest Paid

Qg

e

o
K
o

Figure 11.4: Total interest earned and paid representation when to < N* < M < T*

Interest earned by the retailer (/ E;;),

[E. = §1, [(Tz_Nl){ / di(t) dt + / di(t) dt}+ / (T7 — t)di(t) dt]
0 to Nt
i i i i AT i i Lo _ai i i
= L (1" = NO{dN' + (d, = di){ta + (e = 1)} = dp{ (V' — 1)
1

1 . . dt . ) P dt R

2 {] — e~ dilta=NY) Qo i _ Niye—di(NT=T) 0 (1 _ p—di(N'=TY)
gl T} SR - N T g {1 YY)
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All retailers’ total interest payable (I Ps) is expressed as

~ dosm I, 11 g ar_p :
IP3 — m[_-{e_dl(M_T)—l}—(Tz—M)
= 4 4

All retailers’ total interest earned (I E3) is obtained as

n

]E3 = ZS:‘Ie |:(TZ _ NZ){dBNZ + (dZT — dé){tQ + E(e—dltz _ 1)} _ d%{(Nz . tg)
1

=1

0 {1 . e—dﬁ(Ni—Ti)}}

1 (g N d o d
Z {1 — g~ h(t2=NY) }} Qo i _ piyp—di(NT-TY) '

Therefore, all retailers’ total profit is given by

N®(t) = SRR — PCR— HCR— IPs+ IE5 — ) AL

i=1

So, the total profit (ITP) for this case of the integrated system is written as
BUTPy(t:9)] = E[(t:9)] + 157 (81)

11.3.3 Objective of the Proposed Model

The integrated total profit (ITP) for this case of the integrated system is written as
E[ITPy(ty:7)] = E[1(ty; 7)) + 157 (1)

When manufacturer and retailers’ have decided to share resources to undertake mutually
beneficial cooperation, the joint total profit which is a function of ¢; can be obtained by
maximized E[IT P(t;;7)] and is given by

E[ITPi(t1;7)] = B[y (t1;9)] + T (1), if NP < M <ty < T
Maximize E[(ITP(ty;7)] = E[ITPy(t1;7)] = B[y (t1;7)] + T2 (t1), if Nt <ty < M < Ti
E[ITPs(t1;9)] = B[l (t1;9)] + T (1),  if ta < Ni < M < T?

t1; t1

11.3.4 Model with Fuzzy Credit Period

If we assume that the manufacturer gives an opportunity to all the retailers’ by offering a fuzzy
credit period (M ). Here, the credit period M is represented in form of triangular fuzzy number.
So due to fuzzy credit period (M ), the optimum value of integrated profit function /7T P(t;)
will be different for various values of M with some degree of belonging ness. Therefore in
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such situation, the profit function will be fuzzy in nature and is denoted by ﬁﬁ(tl; M ,7)s
where

E[ITP (t1 M, 7)) = B[ (t1;7)] + T (t1; M), if Nt < M <ty < T?
E(ITP(ty; M,7)] = E[ITP (tl M, )] = B[y (t139)] + T (b1; M), if N' <t < M < T
E[ITP (t1 M,9)] = E[lp(t1;7)] + 0 (t1; M),  ifta < NP < M < T?

(
(

. . . —— (1) ~ - (2) -~ .
The imprecise expression of FE[ITP (t;M,n)], E[ITP "(t;;M,n)] and
E[fﬂ[’(g) (t;; M, 7)] are given below:

BUTP" (4 M, )] = 50 3 dits — (rem + e E[7])0 (8+2P+ §t1>Pt1
=1
—(cp + se+ ecBlif]) Pt — (ca+ ecB["])(1 = 6) (B + AP + §t1>Pt1
_lm [{P Z di — (1 —8)(8 + \P)P} — (1 5)%1%5’ A t2)2] _ A,
=1

il i (di — do) —dits dé —di (t2—T?) - i
+;sr[d,,t2+d—§(e e -t }} —ZsdetQ

I ) S A (GETAET RS
—ZSm B[, M)%(e—ditg—e—d?’”)}—j—g’{(T%’—deii{l

(2- T>}}} +ZS z[ ){dgN“r(di—do){NﬂL;Z( *C””“'—D}}

) dz N ) 67d§Ni 1 o o
T —M M — N* M — N* . : ONT _ gm M
+(T* = M){ F(M = N*)? = (M - NY) a e e )}
d; 2 — e~ M L _aid —din
HI =) { GO =12 = (s = )=+ W(e — i)}
dl

(T _t2> —di (t2—T")

( ) {1 —dz (t2— } ZAZ
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()

E[ITP (ty; M, )] = $m Y _ dity — (rem + ecE[fﬂ])cS(ﬁ + AP+ %tl) Pt

—(cp + se + €[] Pty = (ca+ e B[])(1 = 6)(8 + AP + gt1>Pt1

§

_tm [{p Zdz §)(B+ AP)P}? — (1 6)§Pt§ + icﬁ(h - t2)2} — An

_th [dzd—ldz){t2+;( —ditz_l)}_j_il){(Ti_w) {1 i (t2— T)}}]

n

B Z dosm [ _dg(z\“i_:ri) 1) - } n Zsi]e[ {dz N

i i i, 1 —di N i i di i N2 i e i’
+<dr—d0>{N @ =D (=) { 0 - N = (- N
1 —di{N? —dit i AT d(i) AT o—di(ta—M) dl
— e T — M) = (M —t 2 1

_e—d’i(tg—ﬁ)}} + %(Tz . M)e—di(]\N/[_Ti) + (;0)2{1 . e_dz (M- TZ i| ZAZ
1 1

®3)

and E[ITP" (t; M, 0)] = s, Y dits — (rom + e E[7))6 <B+AP+§t1)Pt1
=1

(e + 50+ Bl Pty = (ca+ e EF))(1 = 8)(B+ AP+ gtl) P,

%Pti’ + di(t - t2)2} _ A,

i=1

——[{P Zdl 5)(B + AP)PH2 — (1 — §)

i 7

+Z e +! a e da{l e~y i Smdity

1 p
_Zhi [d?;_%d@{h + dig(e‘c”i” _ 1)} _ Z_f){(Tz- PR {1 ity
N Z dosm [ SHO-TY 1} — } + Zs I, [ {dl N

H(d— d){ts + dl (et — 1)} - dg{(zw —ta)+ {1 - e

+d_?<Ti_Ni)€—d§(Ni—Ti)+ dg 0 {1—e¢ —di (NP — TZ ] ZAZ
dy (d})?
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11.4 Solution Procedure

The optimum values production time (¢;) and expected total profit for the fuzzy stochastic
model are obtained through algorithm.

Stepl : For the random variable ‘7" with p.d.f ‘g(n)” evaluate the expected value of integrated
(3)

—— (1 — (2 — —_— —~
total profit ITP"(ty: M, 7), ITP" (t;M,7) and ITP(t,: M, ) using the
definition E[ITP" (t; M, 7)) = [ ITP" (ts; M, n)g(n) d(n). Similarly obtained
—~ (2 — ——— (3 —_—
EUITP® (t:; M, 7)] and EUTP™ (t; M, 7).

Step2 : For a given triangular fuzzy number (TEFN) M = (M — Ay, M, M + A,), the fuzzy

—~——

expressions of EITPY = E[ITPO] = (EITP}”,EITPS),EITPF)),
BITPY = purP®] = (BITR® EITPY EITPY)  and

—_—
—_—

EITPY = BITP®) = <E1T3<3),E1TP$),E1TP£3>) are obtained using fuzzy

extension principal.

— (1
Step3 : Then from the fuzzy expressions FE[IT P()

®3)

(t; M, 7)), EUITP (t,;M,7)] and

P

(t;: M,7)] obtained the centroid values CEITP® = C[EITP]%)],

—_~— —_—

E[ITP

CEITP® = C[EITP]%)] and CEITP® = C’[EITP]S)] respectively, using the
definition presents in § 4, which is the process of defuzzification.

Step4 : Finally, maximized each CEITPW(t;), CEITP®(t;) and CEITP®(t;) with
respect to the decision variable ¢; by using LINGO Solver 12.0 for particular input data.

11.5 Numerical Illustrations

In this section, we illustrate some numerical examples to study the feasibility of the proposed
imperfect production inventory model.

Example 11.1. we consider a production-inventory supply chain model with the following

characteristics:

P = 42 units, /; = 0.10, A = 0.001, £ = 0.02, A; = 0.01, Ay = 0.02, § = 0.70, ¢,=$32
per unit, ¢, = $2 per unit, 7., = $10 per unit, ¢;=$5 per unit, h,, = $4 per unit per unit
time, bt = $4.5 per unit per unit time, 2\” = $4.8 per unit per unit time, A" = $140,
A = 3130, A = $140, AP = $130, s,, = $140 per unit, s\ = $260 per unit,
s = $250 per unit, e, = $2.5 per unit, s,,;, = $220, 5,4 = $280, dV = 17 unit, d¥ = 18
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unit, d') = 9.84 unit, % = 9.54 unit, dV = 1.8, d? =3, d\" = 7,d® = 6, u®» =7,
12 = 6. The carbon-emission rates 7, 17, n” for production process, rework process and
disposal units respective followed a Beta distribution with parameters v, w i.e., the p.d.f. of
is

R O ) i < <
g(n) = Bv,w) ’ 0 =1 T 1
0, otherwise
) vl v(v+1) A1 v(v+1)(v+2) . o o
E[n ] T vtw? E[UV]  (vFw)(vtw+1)’ E[np] T (vtw) (vtw+1) (v+w+2) fore = 1, = 2and P = 3.

For v = 8, w = 3; E[nf] = 0.727, E["] = 0.545 and E[n*] = 0.419 numerical computation,
we consider applying the proposed computational algorithm yields the results shown in Table
11.2 for different cases.

Table 11.2: Optimal results of illustrated model when 6 = 3 + AP + &t

Cases  Retailers’ credit Manufacturer credit Production Period of Period of Expected
period (N1, N?) period (M) timet;  Manufacturer  Retailers’ Profit

Case-1 (0.12, 0.10) (0.19, 0.20, 0.22) 0.528 0.605 (0.734,0.730) 4178.54

Case-II (0.12, 0.10) (0.69, 0.70, 0.72) 0.531 0.610 (0.739,0.732)  3512.53

Case-111 (0.65, 0.62) (0.69, 0.70, 0.72) 0.538 0.618 (0.726, 0.720)  4128.05

In manager’s point of view, 2nd case gives minimum profit. Since, in that case manufacturer
lost maximum opportunity of credit period, where as the customers receive maximum benefit
from the management system. The first and last cases are nearly same profitable, since in the
first case both the members offer lower credit period and in the last case both the members
offer higher credit periods. More over, in third case, as retailer offers higher credit period,
so demand of the customers become high but the quantity transferred from manufacturer to
retailer is same, therefore, period of consumptions of the retailer is reduced. As the demand of
the customers are linked with the credit period offered by the retailer, so high demand of the
customers reduced the time period of the retailers.

Example 11.2. Evaluate the optimal policy of the decision maker when the defective rate of
produce item depends on production rate only (i.e., ¢ = 0) and the remain parameters of the

system are unalter.

Following table shows the optimum policies of the decision maker when the defective rate of
the produced item is of the form 6 = 5+ AP. In comparison of the cases, Example 11.2 reveal
same decisions as Example 11.1. More-over, when defective rate does not depend on time, the
defective units are quite less, i.e., fresh units are more than that of Example 11.1. So, business
periods are larger than the Example 11.1, which also yield more profit than Example 11.1 for
each cases.
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Table 11.3: Optimal results of illustrated model when 6 = 3 + AP

Cases  Retailers’ credit Manufacturer credit Production Period of Period of Expected
period (N, N2) period (M) time (t1)  Manufacturer(t,) Retailers’ (7!, 7?)  Profit
Case-1 (0.10,0.12) (0.19, 0.20, 0.22) 0.543 0.622 (0.763, 0.757) 4370.80
Case-II (0.12,0.10) (0.69, 0.70, 0.72) 0.548 0.637 (0.767, 0.761) 3872.79
Case-III (0.65, 0.62) (0.69, 0.70, 0.72) 0.558 0.642 (0.755, 0.748) 4327.61

Example 11.3. Find the optimal policies of the decision maker when the defective rate of

produce item depend on time only (i.e., A = 0) and the remain parameters of the system are

unalter.

When the defective rate of produce item does not depend on production rate but depend on
time only i.e., # = (§ + &t, then the optimum results are shown in the following table.

Table 11.4: Optimal results of illustrated model when 6 = 3 + £t

Cases  Retailers’ credit Manufacturer credit Production Period of Period of Expected
period (N1, N?) period (M) time t; Manufacturer (t5) Retailers’ (T, 7?)  Profit

Case-1 (0.10, 0.12) (0.19, 0.20, 0.22) 0.728 0.848 (1.020, 1.010) 6074.09

Case-II (0.12, 0.10) (0.69, 0.70, 0.72) 0.731 0.851 (1.023, 1.013) 6833.38

Case-1I1 (0.65, 0.62) (0.69, 0.70, 0.72) 0.739 0.858 (0.998, 0.991) 6095.70

If defective rate does not depend on the production rate, then production time is much larger.
So manufacturer produced more quantity of items. For this reason, the periods of manufacturer
and retailers are more than the scenarios when § = S+ AP+t or § = S+ AP. So the optimum

profit is more than the other two scenarios, as expected.

Example 11.4. When the defective rate of produce item is constant (i.e., A = 0 and £ = 0)

then evaluate the optimal profit of the decision maker (the remain parameter of the system

remain unalter).

Table 11.5: Optimal results of illustrated model when 6 =

Cases  Retailers’ credit Manufacturer credit Production Period of Period of Expected
period (N1, N?) period (M) time t;  Manufacturer ({;) Retailers’ (T, 7?)  Profit

Case-I (0.10, 0.12) (0.19, 0.20, 0.22) 0.783 0.913 (1.080, 1.081) 6593.89

Case-1I (0.12, 0.10) (0.69, 0.70, 0.72) 0.787 0.918 (1.098, 1.090) 7664.13

Case-IIT (0.65, 0.62) (0.69, 0.70, 0.72) 0.794 0.924 (1.033, 1.045) 6638.49
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From Table 11.5, it is decided that when defective rate is fixed then the yields optimum profits
are maximum for each cases. This is due to the less amount of defective units. The other
conclusions regarding the comparison of the three cases remain same as in Example 11.1.

11.5.1 Sensitivity Analysis

In this section, we examine the effects of changes in the system parameters. A Sensitivity
analysis is performed by changing some of the parameters as follows. On the basis of the
results calculated the following observations can be made.

Sensitivity analysis 11.1. In this example, we use the same data as in Example 11.1 except

the production rate on the optimal solution. The results in Table 11.6 given below:

Table 11.6: Sensitivity analysis of expected profit w.r.t. P

Production  Cases  Defective rate Production time Manufacturer business Retailers’ business Expected
rate (P) Q) (t) period (t2) period (T%, T?) Profit

Case-1 0.141 0.561 0.612 (0.747, 0.741) 4237.68

40 Case-II 0.145 0.564 0.616 (0.748, 0.741) 3622.90

Case-11I 0.151 0.572 0.625 (0.735, 0.728) 4189.38

Case-1 0.153 0.528 0.605 (0.734, 0.730) 4178.54

42 Case-1II 0.155 0.531 0.610 (0.739, 0.732) 3512.53

Case-III 0.159 0.538 0.618 (0.726, 0.720) 4128.05

Case-I 0.156 0.484 0.597 (0.725, 0.719) 4090.69

45 Case-II 0.159 0.490 0.601 (0.728, 0.723) 3347.35

Case-1II 0.165 0.495 0.607 (0.714, 0.707) 4036.89

Here, we conclude that increasing rate of production (P) increases the rate of defectiveness(f))
as it is a increasing function of P, it also reduced value of production time, manufacturing
time as well as expected profit due to the increase of production with fixed demand expand the
inventory / holding cost. Again, increasing defective amount reduced the amount of fresh unit
that caused lower business period and lower profit.

Sensitivity analysis 11.2. This example outlines the effects of changes in the different values

of trade credit periods M and N’s for case-11. The results given in Table 11.7.

Table 11.7 shows that, more spread of fuzzy credit period gives lower profit of the system as
well as lower interest paid by the retailer (as expected). And increasing of down stream credit
period (offered by the retailer to the customers) of the system yields more earn of the retailer
due to the increasing of demand which consequently decreases the holding cost also.
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Table 11.7: Sensitivity analysis of expected profit w.r.t. M and N’s on case-II

Aq Ay Manufacturer credit period  Retailers’ credit Interest earned by  Interest paid by — Expected
M = (M — Ay, M, M + Ay) period (N!, N?) the retailers (I E,) the retailers (/)  Profit

(0.09, 0.07) 294.92 895.84 3488.15

0.008 0.020 (0.688, 0.700, 0.720) (0.12, 0.10) 315.52 895.84 3508.76
(0.15, 0.13) 333.76 895.84 3526.99

(0.09, 0.07) 298.70 895.87 3491.93

0.010 0.020 (0.690, 0.700, 0.720) (0.12, 0.10) 319.31 895.87 3512.53
(0.15, 0.13) 337.54 895.87 3530.77

(0.09, 0.07) 302.49 895.89 3495.70

0.012  0.020 (0.692, 0.700, 0.720) (0.12, 0.10) 323.09 895.89 3516.31
(0.15,0.13) 341.34 895.89 3534.55

(0.09, 0.07) 302.27 896.48 3496.12

0.010 0.018 (0.690, 0.700, 0.718) (0.12, 0.10) 322.88 896.48 3516.72
(0.15, 0.13) 341.12 896.48 3534.96

(0.09, 0.07) 295.13 897.64 3487.74

0.010 0.022 (0.690, 0.700, 0.722) (0.12, 0.10) 315.74 897.64 3508.35
(0.15, 0.13) 333.98 897.64 3526.58

11.6 Conclusion

This chapter develops an integrated production inventory model involving manufacturer,
retailer and customers with up-stream and down stream credit periods. It will provide the
following decision making:

e If a manufacturer produces an item with defective quality also, then the rate of defective
may depend on production rate and/or time. And the effect of these dependencies are shown
here numerically with efficient cause.

e The duration of upstream credit period may fluctuate due to different causes, in this regard
here, an imprecise nature of upstream credit period is considered and analyzed numerically.
More over, its effects are justified by a sensitivity analysis.

e Here, an unavoidable circumstance of carbon-emission is taken into account for a good
gesture of society and this emission rate is not fixed through the cycle time, so it is formulated
with random nature.

e Furthermore, we discuss some special cases of credit periods to show their effects on the
management.

e Finally, we run several numerical examples and sensitivity analysis to illustrate the problem
and provide some managerial insights.
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Chapter 12

Summary and Future Research Work

12.1 Summary of the Thesis

In this dissertation, some imperfect production inventory models are formulated and solved in
crisp, stochastic, fuzzy and fuzzy stochastic environments. Major emphasis in this thesis has
been given on the realistic model formation in crisp, stochastic, fuzzy and fuzzy stochastic
environments. Here, nine virgin imperfect production inventory models have been presented.
The models are solved applying new/modified methods and these are numerically illustrated
with some data.

Part II of the thesis contains Chapter 3 in which an imperfect production inventory model
with production rate dependent defective rate and advertisement dependent demand in crisp
environments has been developed. In this model we consider different production rate and
screening rate.

In Part III, through Chapter 4, 5 & 6 three different types of imperfect production
inventory models in stochastic environments have been presented. In Chapter 4, multi item
imperfect production inventory model with promotional demand in random planning horizon
has been illustrated. In this model, the demand rate depend on both selling price and
advertisement. In Chapter 5, a deteriorating manufacturing system is considered with
inspection errors. In this model, the demand rate depends on discount and warranty period. In
Chapter 6, two layers supply chain in an imperfect production inventory model with two
storage facilities under reliability consideration has been described. In this model, the
defective rate depends on both production rate and time. Rework of imperfect item has been
considered in all models in this part.

In fourth part containing Chapter 7, 8 & 9, there are presented three different types of
imperfect production inventory models in fuzzy environments. In Chapter 7, three-layer
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supply chain in an imperfect production inventory model with two storage facilities under
fuzzy rough environment has been developed. Here, the demand of the customers is
considered as stock dependent. Chapter 8 discusses an imperfect production inventory model
based on fuzzy differential and fuzzy integral method. In Chapter 9, controlling GHG
emission from industrial waste in two plant production and reproduction inventory model
with interval valued fuzzy pollution parameters has been discussed.

Fifth part contains Chapter 10 & 11 which discuss two different types of imperfect
production inventory models in fuzzy stochastic environments. In Chapter 10, multi-item
EPQ model with shortages, rework and learning effect on imperfect production over
fuzzy-random planning horizon has been developed. In Chapter 11, two layers supply chain
imperfect production inventory model with fuzzy credit period, time and production rate
dependent imperfectness has been discussed. In this model, the demand rate of the customers
is considered as stock dependent and credit period. Rework of imperfect item has been
considered all models in this part.

In this thesis, several new techniques or existing techniques in modified forms have been
developed and implemented to solve the above mentioned imperfect production inventory
models. These methods are: Generalized Reduced Gradient (GRG) technique, Genetic
Algorithm (GA), Population Varying Genetic Algorithm (PVGA), Multi-Objective Genetic
Algorithm(MOGA), Fuzzy Simulation Based Genetic Algorithm (FSGA), Possibility/
Necessity/ Credibility representation, Solution of Fuzzy Differential Equation (FDE), Fuzzy
Programming Technique(FPT).

In this thesis, some statistical tests have been developed and implemented to above
mentioned imperfect production inventory models. These test are: ANOVA test for
comparison of means in Chapter 4, Fishers ‘t test for Comparison of two means in Chapter 8.

12.2 Future Research Work

There are lot of scopes to improve the production inventory models of this thesis.

In Chapter 3, the proposed model can be extended in several ways such as, First, one can
extend this model for stock dependent demand, probabilistic demand. Second, this model can
be generalized by considering two level credit policy. Third, this model can be extended to
fuzzy demand rate and fuzzy percentage of defective products.

In Chapter 4, the proposed model investigates a multi-item imperfect production
inventory model with promotional effort over random planning horizon and the proposed
model is solved via Population Varying Genetic Algorithm (PVGA). This model can be
extended in fuzzy and/or fuzzy-stochastic environment instead of stochastic (random)
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planning horizon. Moreover, the randomness of the horizon also can be proposed with other
continuous distribution. The items also can be treated as breakable or damageable, etc. Thus,
the scope for future work includes rigorous testing of this model with real and simulated data.

In Chapter 5 & 6, the model can be extended further considering the uncertain demand
which is the limitation of our model; the stock out situation at each stage of the chain may be
incorporated further. Moreover, multi-retailer levels may also be introduced in the model.

In Chapter 8, the proposed work can be extended to the rough, fuzzy-rough, random,
fuzzy-random environment taking constant part of screening cost, holding cost, set-up cost,
etc.

In Chapter 9, the proposed model investigates GA approach for controlling GHG
emission from industrial waste in two plant production and reproduction inventory model
with interval valued fuzzy pollution parameters. This model can be extended multi item
production inventory model in fuzzy stochastic environment instead of stochastic (random)
planning horizon. The items also can be treated as breakable or damageable, etc. Thus, the
scope for future work includes rigorous testing of this model with real and simulated data.

In Chapter 10, there are several interesting extensions to research work. First, more
general distributions such as normal distribution, standard normal distribution, etc. for
random time horizons can be considered. Another direction could be to consider fuzzy
dependent demand, probabilistic demand, time-dependent demand, etc. Finally, we can
consider the joint optimization of production, maintenance and quality with a two-level credit
period policy.

In Chapter 11, we suggest several possible directions for future research. First, one may
extend our considered EPQ model to joint optimization of expected total profit and carbon
emission (i.e., maximize expected total profit and minimize carbon emission). Second, one
immediate possible extension could be allowable shortages, cash discounts, etc. Finally, one
can extend the fully trade credit policy to the partial trade credit policy in which a seller
requests its credit-risk customers to pay a fraction of the purchase amount at the time of placing
an order as a collateral deposit, and then grants a permissible delay on the rest of the purchase
amount.
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Appendix A

For Chapter 3

Expression of first order partial derivative of the average profit AP(P,T) w.r.t P,
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From Lemma 3.7, we obtained the screening period ¢, is given by
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(vii) In the demand expression Di(S1) = As(f% the input pa.rameter sl . is taken per

unit total requirement input parameter cost. Other two parameters A', s} are computed by
the solving following two regression lines for n = 7.

PILCEORES Z”(“ = A [3he - %Zslm}
and - Z{Dl (i) 2s1(5) — min Z{D L [S}W%ZE@) - %ZDl(z')sl(z')]

(viii) Similarly for the demand expression Dy (v') = £'(1 — ;r17) the input parameter ' is
estimated by the solving following regression line.
l & 1 <~ D'(3)
K== D'(i)—— for n=7
n; (@) n; vi(i)’ orn
(iz) The following formula are used in ANOVA comparison:
For the groups data X, Xo, ..., X of sizes ny, no, ..., ni respectively,

SIp PR R NS (YT w , S8
N:Zni, X == Sstzi;;(xi—)() with dfy = N — land s} = 2=

k
Yl:&' YF&;...-E: ZX’“, SSy =Y [ni(X; — X)) with dfy = k — 1

m ns ’ K Pt
k n
~ . SSb SS 82
2 2 _ w _ b
SSw:ZZ(Xl_X)Z with dfw—N kand s dfb df—w, F—%

292



Appendix C

For Chapter 5

() /Otl f(r)ydr = A/Otl e M dr

= 1—eM

= \t;, approximating up to the second term of the expansion of e~*

(41) /t h f(rydr = X /:oe—”df

e—)\tl

t1

= 1 — \t;, approximating up to the second term of the expansion of e~

(131) /Ot1 Tf(T)dr = )\/Otl e M dr

1
= J{1- e M} — e

= At2, approximating up to the third term of the expansion of e~

(iv) /Ot1 <t1 - T)f(T) dr = )\/Otl (t1 - 7') e dr
= f-{1- )

1 o . .
= 5)\15%, approximating up to the third term of the expansion of e~

293



APPENDIX C. FOR CHAPTER 5
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Using Lemma 2.3, we have
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