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Abstract
This paper compares the optimal ordering policies determined by these methods under
uncertain inflationary situations. The inventory and shortages behavior have been analyzed
with using the differential equations. The numerical examples are used to illustrate the
theoretical results. A detailed analysis on the models parameters has been performed and
some management insights are presented. The results show that there is a negligible
difference between two procedures for wide range values of the parameters.
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1. INTRODUCTION
1.1 BACKGROUND
The instances of defeating difficulty of associations, for instance, Dell, and Xerox exposed
that thru confirmation and revolution of approach, it stayed probable to crack an affiliation's
wealth. Administration of stock in the recently referenced associations was essential to their
gathering accomplishment even added specifically after it derived to changing purchaser
organization and the essential concern. Referenced that IM remained one gadget the company
world remained by as a convincing gadget for cost decline. Seen that world class associations
that have achieved organization splendour set up a differential good position over their
restriction since they had set coordination's or stock system administration as a need. The
advancement of stock or ingredients in store system was critical even extra particularly in the
21 century where overall inventory chains were solidifying. In the previous ages, creators
remained locked in with enormous scale assembling of product and assertive it to clienteles.
This suggested clienteles’ rummage-sale to keep inconsequential lists or pillories which
remained storing active in their circulation focuses.
1.2 INVENTORY
The problem of inventory control is one of the most important in organizational management.
As a rule, there is no standard solution — the conditions at each company or firmware unique
and include different features and limitations. Features of inventory management models are
that the resulting optimal solutions can be implemented in a fast changing situation where, for
example, the conditions are changed daily. Inventory models are distinguished by the
assumptions made about the key variables: demand, the cost structure, physical
characteristics of the system. These assumptions may not suit to the real environment.
Terms of stock can be labeled into categories:
¢ Direct Stock & Indirect Stock
Direct stock consists of raw material, spares components and equipped to sell. Indirect
inventories include items required to manufacture services and goods and aren't part of the
completed goods.
% The purpose of inventory management is as follows: To avoid both overstock and
under stock. Maintain the availability of sufficient amounts of material whenever and
wherever needed. To manage material costs to help reduce manufacturing costs.
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1.2.1 The focusing system for the inventory
The inventory management system is a divergent single-echelon system, and it consists of
two locations and a central supplier that are shared by both of these sites. The depiction of the
inventory management system may be found in figure 1.1. There are a few essential
presumptions and limitations that are associated with the model in the context of this project.
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Figure 1.1: The inventory system that is currently available.
1.2.2 Good forecasts
It is essential to one's success in a broad variety of scientific, industrial, commercial, and
economic pursuits to have the capacity to create accurate estimates. In today's consumer-
focused business environment, businesses that want to improve their sales performance
frequently face the challenge of striking a balance between satisfying the needs of their
customers and keeping their inventory costs under control.
1.3 SALES FORECASTING
The process of making sales projections can have an effect on a wide range of organizational
tasks, such as financial planning, marketing, customer management, and a number of other
domains. As a direct consequence of this, improving the precision of sales estimates has
emerged as a critical component that must be met for a company to successfully run its
business. This is just one example of how time series forecasting can be put to use. It is
becoming increasingly popular to utilize data from the past in time series forecasting as the
basis for the operation of any activity over the course of time.
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Figure 1.2: The Process of Sales Forecasting in a Business Environment
1.4 IMPLEMENTATION
The implementation has two key flaws that need to be addressed. The first question is: how
can you convince people to accept the new techniques of forecasting? The second question is:
how can you convince people to accept the forecasts themselves?
1.4.1 Acceptance of various methods of forecasting
People move at a glacial pace when it comes to adopting new ways of doing things. Even
though exponential smoothing has been around since the late 1950s and is regarded as one of
the most important developments for production and inventory control forecasting, only very
recently has there been a noticeable increase in the adoption rate. This is despite the fact that
exponential smoothing is considered to be one of the most significant advancements (Mentzer
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and Kahn 1995). There are unquestionably quite a few stages involved in the propagation of
the approach, which is one of the reasons why adoption is delayed to such an extent. The
following is the technique that has been established as standard.

1.4.2 A consensus over the forecasts

Predictions are particularly useful in situations where the flow of events is prone to
experiencing sudden and significant alterations. The majority of the time, these will consist of
unpleasant pieces of news. In a follow-up study on the demand for hospital beds, for
example, Griffith and Wellman (1979) found that the estimates from consultants were
frequently ignored when they showed a need that was less than that sought by the
administrators of the hospitals. This was discovered by Griffith and Wellman after they
discovered that consultants' estimates were frequently ignored. Companies commonly
mistake forecasting and planning, yet these same companies might utilize the forecast as a
tool to encourage their people if they took the time to read it.

1.5 MATHEMATICAL MODEL (N):

On the basis of this description, modeling appears to be an activity, more precisely a
cognitive activity in which people think about and build models to define the behavior of
gadgets or other items of interest. There is a vast range of both conceptual frameworks and
vocabulary that may be used to explain devices and the behaviors they exhibit. Words,
drawings or sketches, physical models, computer programmers, mathematical formulae, and
other sorts of representations can all be employed. Other types of representations include: To
put it another way, the modeling process may be carried out in various languages, and it can
frequently be carried out simultaneously. As a result of the fact that we are especially
interested in developing models that make use of the language of mathematics, we are going
to change the definition that was just provided as follows:

1.5.1 Why Do, We Do Mathematical Modeling?

Mathematical modeling is something that engineers and scientists do for very practical
reasons since it is an essential aspect of both engineering and science and because the
modeling of equipment and processes is an essential part of both disciplines. In addition to
this, engineers, scientists, and mathematicians desire to experience the pleasure of generating
new mathematical problems and coming up with answers to existing ones.

1.5.2 Mathematical Modeling and the Scientific

Method In the simple representation of the scientific process that can be seen in Figure 1.1,
we differentiate between the "real world" and the "conceptual world." You can find this
graphic here. The exterior world is the one that we regard to be the actual one; here, we
encounter a wide range of occurrences and behaviors, which may have their origins in natural
causes or be the consequence of the production of artifacts. We consider the exterior world to
be the genuine one. Because we attempt to make sense of what's going on in the actual world
by living in our thoughts, the world of concepts is frequently referred to as the "world of
ideas.” This is because we live in our minds when we try to make sense of what's going on in
the real world. The investigation of the conceptual world may be broken down into three
distinct stages: observation, modeling, and prediction. When we are at the observation stage
of the scientific method, we are the ones who are responsible for making observations and
taking measurements of what is going on in the world around us. We will be collecting
empirical evidence as well as "facts on the ground” in this area. It is possible to make direct
observations, such as when we use our senses, as well as indirect observations, in which
specific steps are done in order to imply that an event has taken place through some other
reading. Both of these types of observations are valid. For instance, one of the most frequent
methods we may detect whether or not a chemical reaction has occurred is by measuring the
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outcome of that reaction. This is just one of the many strategies we can use to establish
whether or not a chemical reaction has occurred. According to this oversimplified perspective
of how research is conducted, the modeling step involves examining the data listed above for
one of (at least) three possible reasons.

The real woarla The conceptual weorld

e COhEsarvations

|

Fhenormara FMModaels (amnmalysas]
P Fradictions

Figure 1.3 An elementary depiction of the scientific method

1.6 Conclusion:

Usually, the inflation rate is assumed a constant over the planning horizon in the inventory
systems under inflationary conditions. But, many economic, political, social and cultural
variables may affect the future changes in the inflation rate and therefore, assuming the
constant inflation rate is not valid, especially when the time horizon is infinite. In this paper,
an inventory system under stochastic inflationary conditions is considered. Also, some
realistic features are incorporated.
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