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Abstract

Through the model presented in this paper, we study on the depletion of stock taking place due
to random loss of items as well as random demand, under the assumption that the distributions of
demand are independent of those of loss, and both of them are identical, and that life time
distribution of each item is negative exponential. The steady state probability distribution of the
stock level assuming instantaneous delivery of order under (s, S) inventory policy. Also we have
derived total expected cost expression with loss cost. The results of sensitive analysis show that
the effect of loss rate is substantial on the total cost and optimal value of inventory level
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Figure 1. Transition diagram.
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Table 1. Optimal Value of Q varying with A.

Not considered the loss
of items
A Q' c@Q" Q' cQ"
1 51 W 60,861 141 ¥ 81,821
26 146,779 141 165,686
10 20 223,536 141 253,081
20 15 356,257 141 408,563
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