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Distributor's pricing and ordering policies with linearly price dependent
demand for decaying products under order-size-dependent delay in payments
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Abstract The traditional economic order quantity (EOQ) model is analyzed under the basic assumption that the
purchase price is paid immediately upon receiving the product. However, product suppliers may allow a certain
period of deferral of payment for product purchase costs in order to differentiate themselves from competitors.
From the distributor's point of view, such a credit transaction can temporarily divert product purchase costs,
resulting in a reduction in inventory investment costs, and ultimately, a factor that lowers the selling price for
the purpose of increasing end-customer demand can be. In addition, in that credit transactions are provided for
the purpose of increasing the demand of suppliers as a means of differentiation from competitors, it is more
general to be allowed flexibly according to the transaction volume. In this regard, assuming that the end
customer's demand is represented by a linear decreasing function of the distributor's selling price, this study
analyzes a model for determining the distributor's pricing and ordering policies under order-size-dependent delay
in payments. For the analysis, we also assume that the inventory is depleted not only by customer's demand but
also by decaying.
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1. Case 19| Z2H(te< T)
Table 1. Results of Case 1(tc< T)
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" Optimal solution for Case 1.( Annual net profit, $7.265.94).
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. Optimal solution for Case 2. Also this solution is the global optimal solution with its annual net profit, $7,270.28.
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