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Abstract

In the real world, the purchasing cost would normally decrease as the replenishment

lot-size becomes larger. In other words, the quantity discount effect applies. The

purchasing cost may also decrease with the passage of time, for example if the supplier

has made effective improvements in their production efficiency, in other words due to

the effect of the learning curve. In this article we discuss a purchasing cost pattern

which considers these phenomena: i.e., lot-size and time-dependence. The objective of

the model is to make decisions related to the pricing and replenishment of deteriorating

items over a finite time horizon, given variable purchasing cost and credit period. We

provide the properties and develop algorithms for solving the problems described. Also,

we discuss the influence of the variable purchasing cost, the length of the credit period,

the rate of deterioration, etc., on the retailer behavior.
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