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The joint economic lot size problem for a two-stage supply chain
with price-sensitive demand

M. Khojaste Sarakhsi, S.M.T. Fatemi Ghomi, B. Karimi

Department of Industrial Engineering, Amirkabir University of Technology, Tehran, Iran

ABSTRACT

This paper considers a single vendor-single buyer supply chain of a single product. The final demand
for this product is sensitive to selling price. Since for some problem instances geometric policy gives
more joint profit comparing to the equal policy, the most important factor that affects the break-even-
point of these policies is determined. Besides, it analyzes the joint economic lot size (JELS) model for
geometric-then-equal size shipment policy that is a combination of equal and geometric policies. For this
policy, joint profit of the chain is modeled and its solution algorithm is developed to optimize the model
that is novel in the literature. Numerical results also confirmed that combined policy yields more joint
profit for all problem instances. Therefore, when demand is price sensitive, geometric-then-equal policy
is the most desirable choice comparing to equal and geometric policies. This contribution to JELS
literature could be interesting for supply chain practitioners.
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