
675 Chapter 18    Master Scheduling and Material Requirements Planning

TABLE 18.30: Running Shoe Orders 

Week 1 2 3 4 5 6 7 8

Gross Requirements 50 60 40 80 30 70 40 30

Ordering cost = $100/order; carrying cost/pair = $2; beginning inventory = 50 shoes; lead time = 1 week (in U.S. dollars).

How would you help Anita to determine which of the following lot-sizing techniques to choose?

Lot-for-lot, EOQ, fixed-period ordering (2-week), part-period balancing.

a.	 Lot-for-lot rule.

TABLE 18.31: Lot-Sizing Techniques - Lot-for-Lot Rule

Product: Running Shoes
Low-Level Code: 0
Lead Time: 1 week
Lot Size: lot-for-lot

Week

1 2 3 4 5 6 7 8

Gross Requirements 50 60 40 80 30 70 40 30

Scheduled Receipts

Projected On-Hand Inventory = 50   0   0   0   0   0   0   0   0

Net Requirements 60 40 80 30 70 40 30

Planned Order Receipts 60 40 80 30 80 40 30

Planned Order Releases 60 40 80 30 70 40 30

Total cost = (# of orders × ordering cost/order) + (projected on-hand inventory × carrying cost)
For the lot-for-lot rule,
Total Cost = 7 × 100 + 0 × 2 = $700

b.	 Economic order quantity (EOQ) rule.

Recall from our discussion in the supplement to Chapter 12 that the formula for EOQ is given by:
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where D is the annual demand, S is the ordering cost per order, and H is the carrying or holding cost. For this problem, instead of the annual demand (D), we will use the 
average demand (d

–
) for the 8-week period (in U.S. dollars):

d
–

 = (50 + 60 + 40 + 80 + 30 + 70 + 40 + 30) / 8 = 400 / 8 = 50

EOQ = 
2 50 100

2

× ×  = 70 units (approximately)

TABLE 18.32: Lot-Sizing Techniques – EOQ Rule

Product: Running Shoes
Low-Level Code: 0
Lead Time: 1 week
Lot Size: EOQ

Week

1 2 3 4 5 6 7 8

Gross Requirements 50 60 40 80 30 70 40 30

Scheduled Receipts

Projected On-Hand Inventory = 50 0 10 40 30 0 0   0   0

Net Requirements 70 30 40 30 70 30 30

Planned Order Receipts 70 70 70 70 70

Planned Order Releases 70 70 70 70 70

Total Cost = 5 × 100 + (10 + 40 + 30) × 2 = $660


