Dynamic Lot Sizing
Detailed Calculations

	Period
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	Demand
	10
	15
	12
	16
	15
	12
	18
	14
	22
	16


Order cost = $150.

Carrying cost = $2 per item per period (based on average).

Part Period Balance (PPB)
	Alternative
	Order Cost
	Carrying Cost
	Remarks

	Order 10 to cover the needs of period 1
	150
	10
	Continue until carrying costs pass order cost

	Order 25 to cover the needs of periods 1 and 2
	150
	55
	Continue until carrying costs pass order cost

	Order 37 to cover the needs of periods 1, 2 and 3
	150
	115
	Continue until carrying costs pass order cost

	Order 53 to cover the needs of periods 1, 2, 3 and 4
	150
	227
	Stop as carrying costs are larger than order cost

	Decision: since 115 is closer to 150 than 227 is, order 37 to cover the needs of periods 1, 2 and 3

	Order 16 to cover the needs of period 4
	150
	16
	Continue until carrying costs pass order cost

	Order 31 to cover the needs of periods 4 and 5
	150
	61
	Continue until carrying costs pass order cost

	Order 43 to cover the needs of periods 4, 5 and 6
	150
	121
	Continue until carrying costs pass order cost

	Order 61 to cover the needs of periods 4, 5, 6, and 7
	150
	247
	Stop as carrying costs are larger than order cost

	Decision: since 121 is closer to 150 than 247 is, order 43 to cover the needs of periods 4, 5 and 6

	Order 18 to cover the needs of period 7
	150
	18
	Continue until carrying costs pass order cost

	Order 32 to cover the needs of periods 7 and 8
	150
	60
	Continue until carrying costs pass order cost

	Order 54 to cover the needs of periods 7, 8, and 9
	150
	170
	Stop as carrying costs are larger than order cost

	Decision: since 170 is closer to 150 than 60 is, order 54 to cover the needs of periods 7, 8, and 9.
Since only period 10 remains in the planning horizon, order the needs of that period.


Total cost = 150 + 115 + 150 +121 + 150 + 170 + 150 + 16 = $1,022.

Silver-Meal (SM)

	Alternative
	Order Cost
	Carrying Cost
	Total Cost per period
	Remarks

	Order 10 to cover the needs of period 1
	150
	10
	160.00
	Continue

	Order 25 to cover the needs of periods 1 and 2
	150
	55
	102.50
	Continue

	Order 37 to cover the needs of periods 1, 2 and 3
	150
	115
	88.33
	Continue

	Order 53 to cover the needs of periods 1, 2, 3 and 4
	150
	227
	94.25
	Stop

	Decision: since 88.33 is the minimum, order 37 to cover the needs of periods 1, 2, and 3

	Order 16 to cover the needs of period 4
	150
	16
	166
	Continue

	Order 31 to cover the needs of periods 4 and 5
	150
	61
	105.5
	Continue

	Order 43 to cover the needs of periods 4, 5 and 6
	150
	121
	90.33
	Continue

	Order 61 to cover the needs of periods 4, 5, 6, and 7
	150
	247
	99.25
	Stop

	Decision: since 90.33 is the minimum, order 43 to cover the needs of periods 4, 5, and 6

	Order 18 to cover the needs of period 7
	150
	18
	168
	Continue

	Order 32 to cover the needs of periods 7 and 8
	150
	60
	105
	Continue

	Order 54 to cover the needs of periods 7, 8, and 9
	150
	170
	106.67
	Stop

	Decision: since 105 is the minimum, order 32 to cover the needs of periods 7 and 8

	Order 22 to cover the needs of period 9
	150
	22
	172
	Continue

	Order 38 to cover the needs of periods 9 and 10
	150
	70
	110
	Stop

	Decision: since 110 is the minimum and no more periods to go, order 38 to cover the needs of periods 9 and 10


Total cost = 150 + 115 + 150 +121 + 150 + 60 + 150 + 70 = $966.







