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The goal of this paper is to optimize location,
inventory, and allocation decisions under
stochastic demand described by discrete
scenarios. Objective function of proposed modelscenarios. Objective function of proposed model
minimizes the expected total cost, including
location, transportation and inventory costs of
distribution system over all scenarios.



Logistics technologies and logistics operations are
based on the interaction of various subsystems of
the distribution system. Its optimization offers the
opportunity to achieve desired results. Goal is to
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opportunity to achieve desired results. Goal is to
ensure the movement of material from point of
origin to point of consumption to meet the needs
of end customers.



Decision making about distribution system design
or redesign is based on given database of
information. In decision making process we
predict some elements of system, but we cannot
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predict some elements of system, but we cannot
predict them with certainty. In this case even
deterministic models contain elements of
randomness, therefore their future values can be
predicted only with some probability.



The aim of our model is to minimize the total 
costs of setting up, transporting, holding and 
ordering inventory.Therefore, our model is 
divided into four main parts:
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divided into four main parts:

- fixed installation costs, 

- transportation costs,

- inventory costs,

- cost of safety stock.



We use the following notation:

LOCATION MODELLOCATION MODEL WITH STOCHASTIC INVENTORYWITH STOCHASTIC INVENTORY



LOCATION MODELLOCATION MODEL WITH STOCHASTIC INVENTORYWITH STOCHASTIC INVENTORY

Location decisions are scenario-independent: they
must be made before it is known which scenario
will be realized. Assignment decisions are scenario-
dependent, so the variables are indexed by
scenario.



The model is divided into four main parts:

- fixed installation costs

- transportation costs
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- transportation costs

- inventory costs

- cost of safety stock



In this paper we formulate stochastic facility
location model with know probability distribution
for each scenario, with condition . Than
objective function minimizing above mentioned
costs looks like:
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costs looks like:
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