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Populating Table D.19 was done one day at a time beginning with day 1. On day 1 as the beginning inventory was 20 tires and the simulated demand was 
5 tires, the ending inventory was 20 – 5 = 15 tires. As all units demanded were met on day 1, there were backorders. Nevertheless, as the ending inventory 
reached the reorder point level of 15 tires, an order for 30 tires was placed on day 1. That order was scheduled to be received on day 4 at the expiration of the 
simulated lead time of 2 days. Other rows in Table D.19 were completed using the same logic.

Table D.19 also shows the total ending inventory level, total number of orders placed, and the total back orders.

Total ending inventory = 302 tires

Total number of orders placed = 3

Total back orders = 2 tires

Given the ordering cost of placing an order for radial tires is $60/order, the holding cost per tire per day is $2, and the cost of each backordered tire is $10, we have:

Total inventory holding cost = (holding cost/oven/day) × total ending inventory = $2 × 302 = $604.00

Total ordering cost = (ordering cost per order) × (total number of orders placed) = $60/order × 3 = $180.00

Total backorder cost = (cost of each backorder) × (backorder cost/tire/day) = $10 × 2 = $20

Hence, the total inventory for the 20-day period is:

Total inventory cost = $604.00 + $180.00 + $20.00 = $804.00

TABLE D.19: Radial Tires Inventory Simulation

Day
Order 

Receipt
Beg. 
Inv. R.N.

Simulated 
Demand

End. 
Inv. Backorders

Order 
Placed R.N.

Simulated 
LT

1 20 56a 5 15 0 YESb 49c 2

2 15 74 6 9 0 NOd

3 9 93 8 1 0 NOd

4 30e 31 83 6 25 0 NO

5 25 39 4 21 0 NO

6 21 69 5 16 0 NO

7 16 06 2 14 0 YES 60 3

8 14 44 4 10 0 NO

9 10 81 6 4 0 NO

10 4 70 6 0 2f NO

11 30 30 50 5 23g 0 NO

12 23 11 2 21 0 NO

13 21 28 4 17 0 NO

14 17 29 4 13 0 YES 48 2

15 13 26 4 9 0 NO

16 9 36 4 5 0 NO

17 30 35 07 2 33 0 NO

18 33 93 8 25 0 NO

19 25 07 2 23 0 NO

20 23 66 5 18 0 NO

Total 302 2 3

a Random number that corresponds to the first simulated demand. As the random number 56 falls within 50 to 69 of the random number interval in Table D.16, the corresponding simulated demand is 5 tires.
b First order was placed as the ending inventory hits the reorder point level of 15 tires.
c  Random number that corresponds to the first simulated lead time. As the random number 49 falls within 20 to 49 of the random number interval in Table D.17, the corresponding simulated lead time is 2 days.
d No orders were placed on days 2 and 3 as there is an outstanding order that was placed on day 1 that has not yet arrived.
e Order placed on day 1 for an order quantity of 30 tires was received on day 4 at the expiration of the 2-day lead time.
f Denotes back order of 2 tires as the demand for 6 tires exceeds the inventory in stock of 4 tires.
g Denotes the ending inventory after the backorder of 2 tires was filled along with the current demand of 5 tires on day 11.


