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c.	 2-week fixed-period ordering.

In this technique, the order quantity will be the sum of the gross requirements for 2 weeks and we will order every 2 weeks as shown in Table 18.33.

TABLE 18.33: Lot-Sizing Techniques – 2-Week Fixed-Period Ordering

Product: Running Shoes
Low-Level Code: 0
Lead Time: 1 week
Lot Size: 2-week fixed-period ordering

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 40 0 30 0 70 30   0

Net Requirements 60 80 70

Planned Order Receipts 100 110 140*

Planned Order Releases 100 110 140*

*Note: Our planned order release in the period will be 140 units, which will cover the gross requirements for 3 weeks (6, 7, and 8) instead of 2 weeks.
Total Cost = 3 × 100 = (40 +30 + 70 + 30) × 2 = $640

d.	 Part-period balancing rule.

The objective for this rule is to determine the order quantity that has the setup costs and carrying cost approximately equal. We start from period 2 as the 
on-hand inventory is enough to meet the requirements in period 1 (see Table 18.34).

TABLE 18.34: Calculating Lot Size Using PPB Over Periods 2 to 4 of the Planning Horizon

Periods  
Combined

Lot Size (cumulative  
net requirements)

Setup Cost  
(in U.S. dollars) Part-Periods

Inventory Carrying  
Cost (in U.S. dollars)

2 60 $100 0 0 × $2 = 0

2, 3 100 $100 40 × 1 40 × $2 = $80

2, 3, 4 180 $100 40 × 1 + 80 × 2 200 × $2 = $400

The best solution is the second solution, which is to have a planned receipt of 100 pairs of shoes in week 2, as for this solution the carrying cost ($80) is closest 
to the setup cost ($100). The lot size of 100 units will cover the net requirements for weeks 2 and 3.

TABLE 18.35: Calculating Lot Size Using PPB Over Periods 4 to 6 of the Planning Horizon

Periods  
Combined

Lot Size (cumulative 
 net requirements)

Setup Cost  
(in U.S. dollars) Part-Periods

Inventory Carrying  
Cost (in U.S. dollars)

4 80 $100 0 0 × $2 = 0

4, 5 110 $100 30 × 1 30 × $2 = $60

4, 5, 6 180 $100 30 × 1 + 70 × 2 170 × $2 = $340

The best solution is the second solution, which is to have a planned receipt of 110 pairs of shoes in week 4, as for this solution the carrying cost ($60) is closest 
to the setup cost ($100). The lot size of 110 units will cover the net requirements for weeks 4 and 5 (see Table 18.35).

TABLE 18.36: Calculating Lot Size Using PPB Over Periods 6 to 8 of the Planning 
Horizon

Periods  
Combined

Lot Size (cumulative  
net requirements)

Setup Cost  
(in U.S. dollars) Part-Periods

Inventory Carrying Cost  
(in U.S. dollars)

6 70 $100 0 0 × $2 = 0

6, 7 110 $100 40 × 1 40 × $2 = $80

6, 7, 8 140 $100 40 × 1 + 30 × 2 100 × $2 = $200

Order quantity of 110 will cover the demand for weeks 6 and 7, and an order of 30 units in week 7 will cover the requirements for week 8 (Table 18.36). The 
PPB solution is shown in Table 18.37.


