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Determination of EOQ Model with Shortage and
Price Increase by Algebraic Method

Sittikorn Khamrod and Kanint Teerapabolarn®

ABSTRACT

Teerapabolarn and Khamrod [4] used algebraic method to determine the EOQ model
with shortage and price increase by assuming a special order to be placed before the level of
inventory is S*-Q™ units, which does not cover other levels of inventory. This research uses
the algebraic method to improve the EOQ model in [4] by assuming the level of inventory,
while a special order is placed, to be g units and dividing g into three cases as follows:
Case 1 0=g=S*, Case 2 S*-Q*<g<0 and Case 3 g=S*-Q", where Q" is the optimal order
quantity before price increase and S is the optimal maximum inventory before price increase.
Finally, the numerical examples is provided to illustrate applications of the results

obtained.

Keywords: EOQ model, shortage, price increase, algebraic method.
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