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Use the (Wagner-Whitin) algorithm to determine the optimal policy
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Abstract: This study was conducted to determine the optimal inventory policy In the
case of dynamic demand, by determining the optimal order quantity and number per
year, to avoid the accumulation of stocks, risk exposure such as damage and
obsolescence, enterprise deficit due to depletion of inventory. The Wagner-Whitin
algorithm is used to solve dynamic programming problems to find the optimal
decision of quantity and demand determination that reduces the ordering and holding
costs. We found that the application of this algorithm at M’sila Kadhi Mills, using
both Excel 2013 and WinQsb 2.0, has actually reduced the total costs of the stock by
half, which in turn will be reflected positively on the profitability of the enterprise.
Keywords: inventory, dynamic demand, optimal policy, Wagner-Whiten algorithm.
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03-04-2018 Production Expected Expected Cumulative
MOMTHE |Demand| [Lot Size] |Setup |Inventory | Backorder Cost
Initial

1 1437.00 2868.00 Yes 1431.00 0O $B973210

2 1431.00 1] No 1] 0O $B973210

3 1259.50 2490.50 Yes 1231.00 0 317564420

4 1231.00 1] No 1] 0 $£175644. 20

5 1217.00 2421.00 Yes 1204.00 0 $£260977.10

& 1204.00 1] No 1] 0 $£260977.10

Fi 1196.00 3355.00 Yes 2159.00 0 $£365023 00

8 1088.00 1] No 1071.00 0 $3860139.60

9 1071.00 1] Mo 1] 0 $386019.60

10 99500 2687.00 Yes 1692.00 0 $£4B0917. 30

11 872 00 1] No 820.00 0 $£496989. 30

12 820.00 1] No 1] 0 $436939.30

Solution Method: LA Total Cost = $496989.30
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