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Résumé: La thése porte sur le développement
de modéles de décision pour la gestion des stocks
partagés, intégrée a |'optimisation des tournées de
véhicules dans les chaines logistiques. Nous nous
concentrons plus particulierement sur le partage
des stocks de produits finis et des supports réutil-
isables de transport (SRTs) qui circulent en boucle
fermée entre les partenaires d'une chaine logis-
tique. Pour mener cette recherche, nous partons
d'études de cas pratiques, décrivant la réalité du
partage des stocks. Nous nous intéressons par-
ticulierement a la distribution d'articles de mode
et de piéces de rechange pour les produits finis
et a la gestion des SRTs dans les industries au-
tomobile et agroalimentaire tout en exploitant le
paradigme de I'Internet Physique. Ce dernier est
un concept novateur d'encapsulation des marchan-

dises dans des objets intelligents qui s'inspire de
la capacité d'Internet a interconnecter des réseaux
hétérogénes pour le transposer aux réseaux logis-
tiques. Nous étudions la littérature connexe pour
analyser les travaux existants et mettre clairement
en avant nos contributions. Nous développons
pour chaque type de stock partagé des modéles
mathématiques spécifiques, et des méthodes de
résolution originales basées sur I'hybridation de la
modélisation mathématique, des algorithmes co-
évolutifs et de |'apprentissage par renforcement
profond. Des expérimentations sont menées pour
évaluer la pertinence des modéles proposés, la per-
formance des approches de résolution, et pour
analyser les résultats obtenus afin de produire des
recommandations pertinentes.

Title: Modelling and solving complex vehicle routing problems with integrated management of shared

inventories in supply chains.

Keywords: supply chains management, inventory sharing, optimisation, modelling, metaheuristics,

machine learning

Abstract: The thesis focuses on the development
of decision models for managing inventory shar-
ing, integrated with vehicle routing optimisation
in supply chains. Specifically, we focus on inven-
tory sharing of finished products and returnable
transport items (RTIs) that flow in a closed loop
between partners in supply chains. To conduct this
research, we start from practical case studies, de-
scribing the reality of inventory sharing. We are
particularly interested in the distribution of fash-
ion items and spare parts for finished goods and
in the management of RTls in the automotive and
food industries while exploiting the paradigm of

the Physical Internet. We review the related lit-
erature to analyse existing work and clearly high-
light our contributions. We develop for each type
of shared inventory specific mathematical models,
and original solution methods based on the hybridi-
sation of mathematical modeling, co-evolutionary
algorithms and deep reinforcement learning. Ex-
periments are conducted to evaluate the relevance
of the proposed models, the performance of the
resolution approaches, and to analyse the results
obtained in order to produce relevant recommen-
dations.
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Abstract

This thesis is a part of a joint project in industrial engineering and complex systems, known as the
"Pole Commun de Recherche CentraleSupelec/EC Casablanca", between the Complex Systems and
Interactions research group of Ecole Centrale Casablanca and Laboratoire Génie Industriel of Cen-
traleSupelec. It concerns modelling and solving complex problems for optimising vehicle routing and
integrated management of shared inventory in supply chains. Sharing inventory concerns finished
products and empty reusable transport items (RTIs) that flow in a closed loop (e.g., pallets and
containers). Sharing inventory is authorised between entities belonging to the same supply chain
echelon to reduce logistics costs and enhance service levels at customers’ locations. We started with
practical case studies to conduct this research, highlighting the need to promote inventory sharing.
We were particularly interested in the distribution of fashion items, perishable products and spare
parts for finished goods and in managing RTls in the automotive and food industries. Second,
we reviewed the related literature to analyse existing work and position our contributions. Then,
we developed specific mathematical models for each type of shared inventory and original solving
methods based on the hybridisation of mathematical modelling, co-evolutionary algorithms and deep
reinforcement learning. Finally, we conducted experiments to evaluate the proposed models’ rele-
vance and the resolution approaches’ performance and to analyse the results obtained to produce
relevant recommendations.

Keywords: supply chains management, inventory sharing, optimisation, modelling, metaheuristics,
machine learning



Résumé Général

Cette thése s'inscrit dans le cadre du partenariat en génie industriel et systémes complexes, appelé
"Pole Commun de Recherche CentraleSupélec/EC Casablanca", entre I'unité de recherche Sys-
témes Complexes et Interactions de |'Ecole Centrale Casablanca et le Laboratoire Génie Industriel
de CentraleSupelec. Elle porte sur la modélisation et la résolution de problémes complexes pour
I'optimisation des tournées des véhicules et la gestion intégrée des stocks partagés dans les chaines
logistiques. Les stocks partagés concernent a la fois les produits finis et les supports réutilisables
de transport (SRTs) vides qui circulent en boucle fermée (e.g., les palettes et les conteneurs). Le
partage des stocks est autorisé entre les entités appartenant au méme échelon de la chaine logistique
afin de réduire les coits logistiques et d'améliorer le niveau de service chez les clients.

Pour mener cette recherche, nous nous sommes basés sur |'étude de cas pratiques, mettant en
évidence la nécessité de promouvoir le partage des stocks. Nous nous sommes particuliérement
intéressés a la distribution d'articles de mode, de produits périssables et de piéces de rechange
pour les produits finis, ainsi qu'a la gestion des SRTs dans les industries automobile et alimentaire.
Ensuite, nous avons passé en revue la littérature connexe afin d'analyser les travaux existants et de
positionner clairement nos contributions.

Nous avons proposé des approches de gestion pour les acteurs de la chaine logistique désireux
de collaborer dans le but de réduire les coiits tout en maintenant un niveau de service élevé. Plus
spécifiquement, nous avons élaboré des approches de gestion des stocks et des tournées de véhicules
consistant & promouvoir le multi-sourcing pour atténuer les pénuries. Cette politique combine les
livraisons réguliéres du(es) producteur(s) aux clients (e.g., dépdts, points de vente, usines), et le
partage des stocks. L'autorisation de la substitution des produits est également investiguée.

D'un point de vue développement mathématique, nous avons proposé des modéles mettant en
exergue le partage des stocks, la collecte et la livraison couplées a I'optimisation des tournées de
véhicules, ainsi que les substitutions de produits. Ces formulations prennent également en compte
différents profils de demandes et prise de décision centralisée et décentralisée, ainsi que la logistique
inverse.

En ce qui concerne les approches de résolution, nous avons concu des algorithmes intégrant les
connaissances acquises des modéles, et de I'hybridation de métaheuristiques sophistiquées. Etant
donné que la recherche aléatoire conduit a une évolution lente et & une faible efficacité de con-
vergence des métaheuristiques, nous avons utilisé |'apprentissage par renforcement profond pour
construire des algorithmes avec une forte auto-adaptabilité et des performances axées sur les con-
naissances et les objectifs. Les matheuristiques proposées ont été comparées aux algorithmes exacts
et métaheuristiques bien connus en termes de qualité de solution et du temps de calcul.

Finalement, nous avons évalué et quantifié I'impact de la mise en avant du multi-sourcing sur la
performance globale de la chaine logistique. Nous avons démontré, au moyen des expérimentations,
que le multi-sourcing présente un apport vital pour une amélioration de la résilience et de |'efficacité
dans des contextes de plus en plus volatiles, complexes, incertains et ambigus.

Mots clés: gestion des chaines logistiques, stocks partagés, optimisation, modélisation, méta-
heuristiques, machine learning
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General Introduction

In this introductory section, we present the supply chain trends and re-
lated issues. We then define the research scope, and provide the research
motivations and the theoretical background. Later, we present the related
research questions and methodology, and report our main contributions. Fi-
nally, we give a synoptic view of the thesis structure.

1.1 . Supply chain trends and related issues

Supply chains are continually changing, and the logistics environment
is becoming exceedingly challenging. Globalisation, along with technolo-
gies, is driving this transformation ( , ). Indeed, products
reach customers from companies involved in various processes and activi-
ties to produce and provide value through upstream and downstream link-
ages ( : ). Moreover, customers behavioural patterns
are rapidly shifting as they are increasingly connected, endowed with an in-
creased capacity to act through networked exchanges, making digital their
daily use ( , ). Nowadays, it has never been so
easy to consume. Whether in a few clicks, via phone or on a street corner,
customers will always find a way to see what they need (

). Customers are thus more likely to change their source of supply and
to opt for a similar product from a different supplier who promises to de-
liver faster the right quantities of product to the right place at the most
reasonable cost.

With these significant disruptions, companies must be on top of their
game. They are being forced to transform and re-invent their operations
management to meet their customers’' needs, preserve, and develop their mar-
ket positioning and growth ( , ). This is particularly true
today with the current COVID crisis severely straining companies (

: , ) and overturning all the theories that have been
establlshed around logistics, more precisely regarding inventory management
and product availability ( , ). For instance, 94% of Fortune 1000
companies (e.g., Walmart, Boeing, Procter & Gamble, Coca-Cola, Amazon)
are seeing supply chain disruptions from COVID, particularly product unavail-
ability ( , ). In France, retailers lost €2.5 billion in potential sales,
and in the UK, £20 billion in lost sales in non-food stores due to COVID
( , ). In Japan, stocks of finished goods have dropped to
levels not even seen in the wake of the earthquake and tsunami disaster of
2011 ( , )- Not to mention the $1.1 trillion of total revenue lost
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worldwide each year due to inventory distortion (IHL, )-

Packaging is also concerned with unavailability issues that impacted global
trade during COVID. Indeed, almost all finished products — including clothes,
spare parts, medicines, and processed food products — are shipped, stored,
and handled using Returnable Transport Items (RTls) like drums, containers,
pallets, boxes, barrels, trolleys, refillable liquid, or gas containers (

, ). Along with the ever-growing globalised supply chains, RTls
have become more popular over the last decades as they eliminate wastes
that one-way packaging may generate while conforming with the govern-
ment's regulations for sustainable supply chains ( ;

: , ). Furthermore, due to COVID, the RTIs
market in the Unlted States was valued at $7,827.5 million in 2020 and is
expected to reach $ 11,040.06 million by 2026, at a CAGR of 5.9% over
the forecast period (2021 - 2026) ( : )- On the other
hand, to avoid packaging unavailability, many companies frequently tend to
invest more into RTls, resulting in higher holding costs ( ,

)). Moreover, supply chain players experience loss rates of RTls varying
from 3 to 20% ( : )- This mismanagement lengthens turnaround
times and pushes players to overinvest in these assets leading to inefficient
budgetary practices: companies buy new RTls to replace the lost ones and
recruit additional staff to handle them ( , : ,

).

These disruptions and changing conditions force companies to adopt dif-
ferent approaches to shipping products through their supply chains. The
continuous flow of data regarding customers, purchases, deliveries, locations,
and inventory makes product movement from various origins to various des-
tinations intrinsically much more complex and dynamic than it used to be
( , ). Since building customer loyalty is achieved through
product availability, timeliness, and consistency of delivery, companies should
properly integrate and understand the relevance of logistics activities. More-
over, they need to be more resilient and reactive to changes, to provide more
effective responses to customers whose demand is becoming more difficult to
predict and variable over time. This highlights inventory management and
distribution optimisation problems by resurfacing a longstanding research
area yet highly relevant to today's world: the inventory routing problem
(IRP). Accordingly, this research project investigates the emerging issues of
modelling and solving complex routing problems. It emphasises that appro-
priate solutions to such complex issues can be identified when supply chain
players are jointly accountable for total system value creation, which can be
accomplished when information and resources are shared, and when broader
parts of the supply chain are together modelled and optimised.

12



1.2 . Research scope definition

We consider in our research project distribution networks where a set of
products are shipped from one or different suppliers to different customers
(e.g., retailers, Point of Sales, plants) to satisfy their demands that vary over
time. The supplier-s and the customers incur inventory costs. Shipments are
performed by an owned or outsourced vehicle fleet with a given capacity.
Transportation costs occur for each movement of vehicles.

Products shipment from supplier-s to the customer can occur under two
main configurations. In the first one, deliveries are triggered by customers
placing orders. The delivery company (supplier-s) should then find for each
day an efficient and effective combination of routes that minimises the dis-
tance travelled from its warehouse to the customers’ local stores. This prob-
lem is called “Vehicle Routing Problem (VRP)", well-known in the literature
in various forms with varying constraints ( : ). In the second con-
figuration, the delivery company manages the inventory replenishment of its
customers. Under a supply chain agreement called “Vendor Managed Inven-
tory (VMI)", the supplier-s and the customer manage inventory jointly and
mutually, reducing the risk of shortage or oversupply of products (

, ). The supplier-s can schedule the logistics operations more
productively, yielding reductions in inventory costs and shortages. In the lit-
erature, this problem is referred to as Inventory Routing Problems (

: ; : )-

Yet, it is well known that both VRP and IRP are NP-Hard (

: ; : ). They are notoriously challenging for exact

methods ( , ), but they can efficiently be tackled by
combining metaheuristic and mathematical modelling techniques, referred
to as matheuristics ( , ). Indeed, the use of metaheuristics

in most cases does not capture different aspects of real-world problems,
leading to impractical resolution approaches ( ,

This keeps research in this area interesting and gives rise to practical problems
for investigation, particularly when it comes to urban logistics.

The product’s transportation and delivery and the management of their
reusable transport supports are vital processes in different supply chains. It
plays a decisive role in customer value creation through the provided service
level and determines the business logistics costs. The current competitive
environment and the development of new technologies have forced companies
to share resources more than just information and practices. The scope of our
research is then defined around partnerships, cooperation, and collaboration
processes that suppliers and their customers need to develop to work together
through new forms of distribution of goods to reduce costs while guaranteeing
the service level to customers and preventing product shortages as much
as possible. It also focuses on developing original and efficient resolution

13



approaches to handle the combinatorial complexity of the problems.

1.3 . Research motivation

Product shortage is a timely issue that reduces the supply chain’s play-
ers’ profits, harms product branding, and impedes the overall supply chain’s
sustainability. This is especially true regarding the uncertainties that char-
acterise the international business landscape in which supply chains operate
today. Supply chain managers are asked to secure supplies and avoid pos-
sible shortages. They must play a delicate balancing act: reducing stock
levels to reduce costs while ensuring no shortages so that no interruption of
production and delivery to customers may incur. This is not easy, especially
if orders for a particular product category are unpredictably increasing. The
question is how to proceed? One way is to authorise resource sharing, partic-
ularly lateral transshipment (LT), which relies on inventory sharing between
members belonging to the same echelon of supply chains ( ,

; : ; : ; : ).
This is a practice of inventory pooling used thanks to its potential to increase
profitability and service levels through risk pooling. It is common to see LT
between different stores nowadays as it allows faster deliveries compared to
emergency orders and savings from unnecessary production, especially for
perishable goods.

Many illustrations of this practice can be found in various industry sec-
tors, such as automotive, spare parts, fashion, retailing, and different online
trading platforms ( , : ,

; , ; , ). The advantages of inventory
sharing are noticeable in terms of improved service levels and profitability.
These advantages are ultimately determined by inventory holding and player
sharing decisions. This requires academic research that examines how shar-
ing decisions are made and quantifies savings through analytical models and
simulation studies.

Avoiding shortages and improving service levels can result from a sub-
stitution strategy. In competitive markets, customers choose from various
products according to their needs. They may choose to buy their preferred
products or opt for substitute products in case of unavailability. Substitutes
can lead to healthy market competition between products, which is in the
customers’ best interest, preventing a market monopoly. Indeed, substitution
is another strategy to cope with shortages that can be combined with LT.
Examples of such practices stem from perishable products like blood products
(e.g., artificial blood that can be used as a substitute to mitigate the risks of
blood transfusions) and spare parts (e.g., original equipment manufacturer
parts that can be substituted by aftermarket parts called replacement or pat-
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tern parts). In both cases, substitution can represent an alternative to meet
customers’ demands better, mainly if decision-makers are not fully aware of
future events.

Our research is mainly motivated by real-life industrial applications. We
investigated two Moroccan companies seeking a better way to supply their
distribution networks via a Central Warehouse (CW). The objective is to
demonstrate that LT can help reduce costs and enhance service levels. We
started with a fashion distribution company that manufactures a set of fin-
ished products and allocates them via a CW to its customers (i.e., Point
of Sales POS) according to a pre-established policy based on the previous
sales of similar products. In most cases, as customer demands vary, the stock
imbalance can regularly happen: some customers have over-stock (and there-
fore incur high holding cost), while others are out of stock (and therefore
incur shortage cost: loss of sales). The company aims to increase its rev-
enues and service level and avoid any loss of profit due to the non-availability
of products at the right places and moments.

We also examined the case of an automotive spare parts distributor,
which has been active for decades in the distribution of spare parts and
automotive accessories sector. The distributor supplies its customers via
a CW with original equipment manufacturer (OEM) and replacement or
aftermarket parts, also called replacement parts or pattern parts (PP). The
latter are reverse-engineered OEM parts, designed to perform the same way
as OEM parts, are less expensive, have a quality equivalent to or better
than OEM parts, and are provided with a wider variety. On the other hand,
spare parts are known to be at the most significant risk of obsolescence and
may collectively account for up to 60% of the total stock value (

, ). Moreover, their demand pattern is intermittent, exhibiting an
infrequent rate and extreme dispersal over periods which often hinders the
reduction of lost sales at the customer’s location.

Reducing the shortage of finished products at customers’ locations by
authorising multi-sourcing (i.e., LT and substitutions) is essential. On the
other hand, the unavailability of packaging, particularly RTls, hinders the
performance of the supply chains. Indeed, such assets usually flow in a closed-
loop supply chain between different players. Once received and unloaded at
a given level of the supply chain, the empty RTI can either be collected and
returned to the sender, or they can be reused by the receiver to ship his
products and thus continue to flow downstream the supply chain. Therefore,
there exist two flows of RTls that must be managed: forward flows, which
correspond to the forward distribution of finished products loaded on RTls,
and reverse flows, which correspond to the collection and return of empty
RTls to their owners. However, in many practical cases, the quantity of
empty RTls in inventory at the owner’s location may not be sufficient to meet
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the future demands of his customers (e.g., plants, POS, retailers). This may
be due, for example, to delays in returning empty RTls from customers, loss
of RTls, damage to the returned RTlIs, or highly variable customer demands,
making it challenging to meet customers’ needs. This thesis focuses on a new
management approach to overcome the shortcomings of managing empty
RTI inventories. Specifically, we consider the case of a two-level closed-loop
supply chain comprising a set of suppliers delivering the product to common
customers. This can be, for instance, the case of stillages in an automotive
supply chain, plastic crates in a Fresh-food supply chain, or pallets in the
Fast Moving Consumer Goods (FMCG) supply chain. We assume that RTls
are "mutualised" throughout the supply chain. Consequently, suppliers can
sidestep the shortage of empty RTls at their levels and reduce the cost of
transportation, inventory holding, and new RTIs procurement. Thus, we
addressed a deterministic multi-supplier, multi-customer IRP with pickup
and delivery of multi and shared RTls.

To bring into the play the benefits of promoting inventory sharing of
finished products and RTls, we built up all developed models to investigate a
three-level-closed loop supply chain in a Physical Internet (PI) setting. The
latter is an innovative concept of encapsulating goods in intelligent objects,
globally standard, smart, green, shared, and modular containers, inspired by
the Internet’s ability to interconnect heterogeneous networks and transpose
them to logistics networks. In this thesis, we develop an optimisation model
for inventory routing of reusable containers flowing in a closed loop. We
investigate a Pl-supply chain in which a set of suppliers deliver their products
using RTIs to customers (e.g., plants, retailers, etc.). Direct and reverse
flows of the RTls are consolidated at the level of a set of Pl-hubs. Such
management is highly relevant in the FMCG industry, where products are
non-durable, delivered in packaged form, at low prices and in high volumes,
and frequently purchased. This thesis focuses on the inventory routing model
under stochastic demand of reusable containers exploiting the Pl concept,
which is new to the literature. Second, it considers inventory sharing between
the Pl-hubs. Sharing includes both empty and loaded RTls (i.e., finished
products).

The analysis of the different configurations under consideration reveals
a specific need in inventory management which may be common to several
other companies. Indeed, companies seek alternative methods to manage in-
ventory sharing by promoting product substitution and transshipment within
the distribution network. The objective is to ensure a high customer service
level commitment avoiding as much as possible loss of sales while minimis-
ing logistics costs. Our research work aims to answer these critical concerns.
The research objective is to develop a modelling framework endowed with
solving capabilities that allows capturing different sharing strategies and in-
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vestigating their potential benefits for the players.

1.4 . Theoretical Background

In this section, we present the theoretical background of the thesis. More
in-depth literature reviews are to be found in the remaining chapters.

1.4.1 . IRP Problems

In its classical version, an IRP refers to a combination of inventory man-
agement, vehicle routing and delivery scheduling decisions. Such a prob-
lem arises in several industries and services under a VMI setting where a
supplier/vendor is responsible for managing its customer's inventory. The
supplier must deliver products to several geographically dispersed customers
subject to side constraints ( )). He can reduce the over-
all costs of his activities to achieve a competitive advantage by integrating
routing, inventory, and distribution decisions instead of optimising them in-
dependently.

The IRP has received considerable attention from researchers over the
years, and multiple variants considering multiple attributes of the problem
have been studied. IRP problems can be classified according to different crite-
ria. The first is the number of customers and suppliers ( : ).
We distinguish the one-to-many version where one supplier serves several cus-
tomers ( , : , : , ); and the
many-to-many version, which is less investigated, with multiple customers be-
ing served by numerous suppliers ( , ; , ). Routing
is the second criterion that distinguishes between the direct routing, where
there is only one customer per route, and the multiple routing, where dif-
ferent customers are visited using the same route ( , ). The
inventory strategy pre-established to satisfy customers is the third classifica-
tion criterion. The most used policies are the Maximum Level strategy (ML)
and the Order-Up to level (OU) one. The replenishment level is flexible un-
der an ML inventory strategy but is restricted by the resources available to
each customer ( ' ).
Under an OU policy, the quantity dellvered must fill its mventory capacity
whenever a customer is visited. The characteristics of the vehicle fleet are
another classification criterion. The number of vehicles can be set at one,
set at many or unconstrained. The vehicles can be homogeneous heteroge-
neous of limited capacity or unconstrained ( , : ,

). In most papers in the IRP literature, only one product is considered,
whereas many VMI applications are concerned with multiple product distri-
butions. Few papers address the multi-product inventory routing problem

( : )-
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IRP can also be classified regarding the nature of demands. Static and
deterministic IRP is the most studied. Unlike static and stochastic IRP in
which demands distributions are known before planning, in a dynamic and
stochastic IRP (DSIRP), demands are gradually revealed over time (

, ). This is particularly true in the aerospace, IT, blood, and
automotive industry contexts ( : ). In this case,
the objective is not to deliver a static result, but a solution policy using the
information revealed, outlining which measures need to be performed as time
passes ( , ).

1.4.2 . Transshipment

Inventory and transportation are the most critical issues of the logistics
system and the two main drivers that provide value to customers ensuring
product availability, timeliness and consistency of delivery. Supply chain
managers are asked to secure supplies and avoid possible shortages of product
availability. When dealing with distribution networks with different retailers
supplied from one or multiple warehouses, managers must constantly play a
tricky balancing act, juggling between the need to reduce inventory levels to
reduce costs and the need to avoid shortages not to impact the service levels
promised to customers. This is not easy, significantly, if customer demand for
a particular product category is unpredictably increasing. The question that
arises then is how to proceed in such conditions. A possible solution could
stem from resource sharing, particularly LT, which relies on inventory sharing
between members belonging to the same echelon of a supply chain (

).

Unlike the "traditional" and "hierarchical" design of an inventory sys-
tem, with transportation flows from one echelon to the next, i.e. from
manufacturers/suppliers to customers (e.g., wholesalers, retailers), a flexible
approach allows LT within an echelon, i.e. between customers (

, ). In this way, members of the same echelon pool their inven-
tories. LT can occur at predetermined times before all demand is realised
or at any time to respond to shortages or potential shortages of products
( , ). LT concerns, for instance, perishable products (e.g.,
blood products), low demand items (e.g., spare parts), fast-moving items
(e.g., packaged food) and empty RTls inventory ( ,

; : ; : )-

LT is certainly not a new practice, but it has been brought to the fore
during the pandemic thanks to its numerous advantages ( , ):

« it allows faster response to customers compared to emergency deliveries
in case these latter is significantly longer and more expensive (e.g.,
supplier's CW located far from customers) ( : ).
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* it re-balances the entire system'’s stock levels to react to scenarios
where one of the locations faces a shortage while others have residual
stock in hand. Thus, reducing the inventory distortion (shortages and
overstocks) ( : ).

* it reduces transportation and inventory costs at customers (

: ).

* it reduces excessive production, especially for perishable products, as
the products that were to be manufactured and then shipped to a
customer to respond to emergency orders will instead be replaced by
the products held at other customers’ locations ( : )-

* it saves vehicle resources, eases traffic congestion, and reduces envi-
ronmental pollution ( : ).

LT can be encountered either in centralised or decentralised settings. In
a centralised setting, a single decision-maker (e.g., supplier) aims to reduce
the overall logistics costs at his level and customers’ locations (

, ). Minimising the total cost may include inventory holding at
suppliers and customers, shortage, routing and transshipment costs. To
address the planning of routing and LT, an inventory routing problem (IRP)
with LT (IRPT) is solved ( : ; : )- In
this specific problem (IRPT), the decision-maker determines simultaneously
when to deliver which products to which customer; how much to deliver to
each customer; how much inventory to share and transship, and the routing
of vehicles for regular shipment (e.g., from supplier's central warehouse to
customers) and for LT (e.g., between customers).

In decentralised systems, each decision-maker (supplier and customers)
operates to minimise his costs ( , ). Each LT policy has to bal-
ance conflicting interests and manage inventories and deliveries in this set-
ting. Moreover, it has to choose the right LT price so that both supplier
and customers would benefit from LT and its related cost would not exceed
the profit to be made ( , : , :

, ). The supplier's objective is to choose inventory levels
and routes to be constructed either for regular shipment or LT. In addition,
customers minimise their inventory holding and shortage costs; while satis-
fying constraints relative to vehicle routing (VRP) and product availability.
Therefore, costs are often optimised locally as both players aim at reduc-
ing their objective functions that are narrowly defined. Accordingly, solving
such problems requires hierarchical decision-making, which belongs to the
multilevel optimisation family ( , ).
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1.4.3 . Substitution

Another management policy that relies on promoting multi-sourcing op-
tions to mitigate shortages without resorting to drastic inventory increases is
using product substitutes ( , ). In practice, more precisely in
a multi-product configuration environment, when a supplier cannot guaran-
tee the replenishment of product P, retailers, for instance, may suggest to
their clients the use of substitute product S having the same functionality as
P to meet his demand. This practice offers opportunities to increase service
quality.

Suppliers can promote product substitution along with LT whenever de-
mand exceeds the available stock at their customers’ level by assuming that
emergency supplies from the CW are significantly extended and expensive.
That is, LT and substitution can be considered to meet expected demands
with the use of the same part from the inventory of another retailer in the
network (LT) or with the help of product substitutes held in their stock
(substitution). This can be the case with perishable products such as blood
products, where artificial blood can be used as a substitute to mitigate the
risks of blood transfusions and shortage of supply ( : ).

Along with LT, product substitution is most encountered in the spare
parts supply chain, where aftermarket parts can substitute original spare
parts. The typical studied configuration is a two-level supply chain configu-
ration in which a company supplies its CW with OEM products and replace-
ment, or aftermarket parts, also called replacement parts or pattern parts
(PP) to a set of its customers. In such a case, shipments are assumed to be
direct, if necessary, from the CW to any customer. This problem can gen-
erally be modelled as a multi-product IRPT with substitutions under static
or dynamic stochastic demands. The objective is to minimise the total cost,
including the costs of holding inventory, transportation, LT, substitution and
lost sales. To the best of our knowledge, none of the existing papers incor-
porates product substitution within the settings and promotes LT between
customers to avoid shortages.

1.4.4 . Pickups and deliveries and transshipment Price

When a supplier agrees with his customers to share inventories, he must
decide, at each visit to a customer, the quantity to deliver and pick up. Pick-
ups and deliveries of shared stocks can be either outsourced or integrated.
In the first case, pickups and deliveries are performed by a third-party car-
rier that only takes charge of shipments of transshipped products between
customers, while regular shipments from the supplier are performed using
his vehicles. In this case, the decision-maker determines only the nodes and
periods where LT may occur are determined, and inventories are managed
so that LT can be performed ( , ). When pickups and de-
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liveries can be carried out by the same vehicles that make regular shipments,
LT should be integrated into the design of vehicles’ routes.

Modelling inventory sharing brings out an essential concept of collabo-
ration in decentralised supply chains. Indeed, each LT policy must balance
conflicting interests to achieve economies of scale. Also, it must determine
the right LT price such that both the company and its customers (i.e., POS,
depots, and retailers) benefit from LT and the resulting costs do not exceed
the profit to be made ( , ). This is the case of decentralised
supply chains in which each decision-maker or level of the supply chain works
to optimise its costs ( : , ). This problem is often
modelled using game theory and considering the supplier acting as a Stack-
elberg leader ( , ). That is, customers (followers in such a game)
optimise their objective function subject to the value of the leader variable.
In such a model, each player's preliminary decision is to enhance the ser-
vice level while maintaining a minimum total cost, including transportation,
inventory, lost sales, and LT. That is, the objective of the supplier (upper
level) is to choose inventory levels and routes to be constructed (accord-
ing to his objective), knowing that the customers (lower level) will follow
optimally; while satisfying a set of constraints relative to vehicle routing,
products availability, and inventory management.

Moreover, players under a decentralised setting seek approaches that
suggest trade-off solutions to manage their conflict of interests ( ,

). Indeed, as a part of the collaboration, the supplier and the customers
may agree to incur each their own holding cost as well as a part of the cost
of lost sales associated with the products shortage and a part of the cost of
LT, more precisely when LT is not outsourced. The supplier incurs, in turn,
the vehicle routing cost for regular shipments. Therefore, inventory sharing
can only be attractive to all players if the LT and lost sales costs share are
optimally defined. Such a configuration is thoroughly investigated in this
thesis.

1.4.5 . Returnable Transport Items in sharing context

Product packaging is of great importance in the supply chain. It serves
multiple functions that impact distribution, warehousing, business operations
and customers’ actions ( , ). We can distinguish between
single-use and multi-use packaging or RTls ( , ). The
various items used for transporting goods naturally differ per industry. How-
ever, almost all finished products are shipped, stored, and handled using
Returnable Transport Items (RTIs) like drums, containers, pallets, boxes,
barrels, trolleys, refillable liquid, or gas containers. These under-recognised
packaging items ensure goods flow safely, cheaply, and efficiently through
the entire supply chain. They are of significant value. Their prices can fluc-
tuate many times a year under the pressure of new trends in e-commerce and
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logistics, particularly since the COVID crisis ( , ).

RTIs unavailability hinders the flow synchronicity through the entire sup-
ply chain and impacts its global performance. Thus, reducing the shortage
of RTls at suppliers’ locations by promoting sharing and authorising multi-
sourcing is very important. Indeed, RTls flow in a closed-loop supply chain
between different players. Therefore, their forward (loaded RTls) and reverse
(empty RTIs) flows must be managed. However, suppliers often experience
delays in returning empty RTls from customers, loss of RTls, damage to the
returned RTls, or highly variable customer demands, making it challenging to
meet customers’ needs ( : ). Therefore, managing such as-
sets becomes a primary concern of supply chain managers in the same way as
managing inventories, warehouses, machines, and vehicles. To avoid reusable
packaging unavailability, many companies frequently tend to over-invest in
RTls, which results in higher inventory holding and purchasing costs. It is
then of such interest to consider sharing RTls among owners as a new man-
agement approach to overcome the shortcomings of managing empty RTls
inventories. This approach may concern, for instance, the case of stillages
in an automotive supply chain, plastic crates in a Fresh-food supply chain,
or pallets in the FMCG supply chain. This thesis contributes to modelling
sharing RTls within multi-level closed-loop supply chains.

As mentioned above, this research project is also driven by gaps identified
in the literature. Literature reviews, conducted and presented in the follow-
ing chapters, highlight that few papers consider the study of multi-product,
multi-supplier VRP/IRPT with deterministic or stochastic demands, and in
which lost sales due to shortages are viewed as a measure of customer satis-
faction. Moreover, it can also be noted that most papers consider centralised
decision making, a single actor responsible for managing the overall opera-
tions. Moreover, to the best of our knowledge, none of the existing papers
incorporates product substitution within the settings and promoting LT be-
tween customers to avoid shortages. Furthermore, one can observe the lack
of contributions regarding integrating the LT in the design of the vehicle
routes, which are traditionally decomposed or separated as researchers as-
sume that LT is always outsourced. Beyond the fact that multi-sourcing
creates flexibility and mitigates the risks of supply chain disruptions, it is
worth noting that its integration makes the supply chain and, consequently,
its modelling more complex. This requires, therefore, the development of
efficient, fast, and relevant resolution approaches.

1.5 . Research questions

The research project is motivated by real-world applications. The inves-
tigation of these fundamental problems reveals a specific need for suppliers
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and customers relative to the management of inventories and goods trans-
portation and delivery. They are seeking new approaches to work together
to reduce costs while guaranteeing high service levels and preventing stock-
outs as much as possible. This has revitalised the classical IRP under new
constraints and brought the critical question of its resolution to the fore.

The present research is also driven by gaps in the literature regarding
modelling and solving complex vehicle routing problems with shared inven-
tory management in supply chains. Yet, it is well known that large inventory
routing problems are complicated to solve to optimality and are notoriously
challenging for exact methods that push researchers to design suitable solu-
tions.

In this thesis, we are advocating for a new management policy promoting
multi-sourcing options to mitigate shortages. This policy combines regu-
lar shipment from manufacturer to customers, inventory sharing through LT
among customers, and the use of product substitutions whenever it is possi-
ble. We assume emergency supplies from the CW are significantly extended
and expensive, which makes relevant investigating substitution whenever pos-
sible along with LT whenever demand exceeds the available stock at the level
of each customer.

Therefore, both the case studies and the literature analysis open promis-
ing lines of research. Particularly, the main objective of this thesis can be
stated as follows:

Modelling and solving complex vehicle routing problems with integrated
management of shared inventories in supply chains.

Four main research questions can be derived from this research objective:

1. How to mathematically model inventory sharing and substitutions con-
straints within inventory routing problem formulations under different
customer demand and supply chain settings?

2. How to design suitable solving approaches integrating as much as pos-
sible the knowledge built up thanks to the mathematical modelling?

3. How to quantify the benefits of sharing inventories between suppliers
and customers, and what advantages does product substitution bring
to the different players?

4. Under which organisation conditions inventory sharing is the most ben-
eficial to the involved players?

To address these questions, an appropriate methodology is described here-
after.
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1.6 . Research methodology and dissertation organisation

1.6.1 . Research methodology

We establish a global review of the literature in parallel with a deep
understanding of the business cases. This step helps us depict an explicit
characterisation and classification of the different problems and encored con-
figurations. We then develop mathematical formulations to model the various
forms of IRP decision problems with transshipment and substitutions. After
that, we design appropriate and original solving approaches. The perfor-
mance of these solving methods is compared to the best existing benchmark.
Finally, different experiments are conducted to evaluate the benefits of the
proposed approaches for managing shared inventory.

Based on the above-described practical cases and thorough literature
reviews, we identify four constrained and complicated configurations of real-
world supply chains so that the benefits of promoting inventory sharing and
product substitution are highlighted. As the availability of both finished
products and RTls is a vital input for an effective performance appraisal, we
mainly investigate the distribution of fashion items, perishable products, and
spare parts for finished goods and the management of RTls in the automotive
and food industries in closed-loop supply chains. The configurations under
study are as follows:

* For finished products:

- We consider a two-level supply chain in which a company man-
ufactures a set of products and sells them through its point of
sale network (we refer to as customers). A deterministic multi-
product multi-vehicle inventory routing problem with LT in which
transshipment-related decisions are integrated into the design of
routes is studied (cf. Chapter 2).

- We conserve the same configuration, and along with LT, substitu-
tions of products are used to sidestep shortages at the customer
level in stochastic contexts. The two modes of managing the
pickup and delivery of shared inventory are examined (cf. Chap-
ter 3 and 4).

- We investigate the same configuration but this time with decen-
tralised decision-making. A deterministic multi-product multi-
vehicle Vehicle Routing Problem (VRP) with LT and Inventory
Management (VRP-TIM) is solved. The problem is modelled as
a 1- leader - n-followers Stackelberg game, and the LT-related
decisions are integrated into the design of vehicle routing (cf.
Chapter 5
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* For RTls:

- We consider a two-level-closed loop supply chain consisting of a
set of suppliers and customers. A deterministic, multi-supplier,
multi-customer inventory routing problem with pickup and deliv-
ery of multi and shared RTI is modelled and solved (cf. Chapter
6).

- We consider a stochastic, multi-supplier, multi-hub, multi-customer
inventory routing problem with pickup and delivery of multi and
shared containers in the Pl's related logistics services. Also, inven-
tory sharing between the hubs, including empty RTls and finished
products, is considered (cf. Chapter 7).

Figure 1.1 provides a global view of the different configurations under
study.

Outsourced Sharing finished .
transshipment products Stochastic IRPT
Case studies investigation
Deterministic IRP"
Sharing finished
Centralized configuration products i
Stochastic IRPT
Integrated transshipment
Sharing RTIs Deterministic IRPT with
Pickup and Delivery
Literature gaps Sharing finished Stochastic IRPT with
identification products and RTIs Pickup and Delivery
o Sharing finished Deterministic bi-level
D confi; s VT

Figure 1.1: Overview of the configurations under study

Regarding the resolution approaches, we investigate first exact methods
and meta-heuristics as they are widely used for classical IRP. Literature re-
views revealed that few algorithms could be applied to the problems studied
in this thesis. Original solution approaches- called matheuristics - based on
the hybridisation of mathematical modelling, sophisticated metaheuristics
and deep reinforcement learning techniques (RL) are then developed.

We propose an original matheuristic to solve a deterministic IRPT that
integrates mathematical modelling strengthened with relevant derived valid
inequalities and hybridises two sophisticated metaheuristics: Genetic Algo-
rithm (GA) and Simulated Annealing (SA). Also, we used Sample Aver-
age Approximation and GA coupled with mathematical modelling and RL
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to solve a stochastic IRPT with integrated/outsourced LT and substitutions
(cf. Chapters 3 and 4).

The competitive performance of the matheuristic coupled with RL en-
courages us to use it to solve the models developed in Chapters 5, 6 and 7.
Regarding managerial insights, the results highlight the benefits of inventory
sharing and substitution on the overall performance of the supply chain: cost
reduction (up to 50%) and improved service levels (up to 43%). Results also
suggest insights of interest to professionals willing to develop new decision
support models for the most efficient management of finished products and
RTls inventory.

Further details are given in Chapters 2, 3, 4, 5, 6 and 7. Contributions
related to these questions are published in international journals and confer-
ences. Figure 1.2 provides an overview of the main contributions that had
been carried out in this doctoral thesis. It's worth highlighting that each
scientific paper has a specific methodology presented in each article.

1.6.2 . Dissertation organisation

Figure 1.3 gives a synoptic view of how the thesis is structured based on
literature gaps and case studies described in the previous sections. Chapter 2
presents the model and resolution approach developed to solve a deterministic
multi-product multi-vehicle IRPT in which transshipment-related decisions
are integrated into the design of routes. Computational results highlighted
the benefits of LT on the overall supply chain. Also, a sensitivity analysis is
conducted, revealing the extent to which inventory sharing among different
points of sale can be cost-effective by the savings it brings to reduce lost
sales and inventory holding.

Based on the supply chain configuration and modelling given in Chapter
2, Chapter 3 provides the model with and resolution approach developed to
solve a static and stochastic multi-product multi-vehicle spare parts IRP with
substitution and LT, and in which transshipment-related decisions are inte-
grated into the design of routes. Computational experiments highlight the
benefits of promoting LT and substitution on the supply chain performance.
Results also suggest insights that interest professionals willing to develop new
decision support models for the most efficient management of such items.

Chapter 4 extends the work presented in Chapter 3 by investigating a
dynamic and stochastic version of the problem, considering that LT is out-
sourced, and by combining the matheuristic, proposed in Chapter 2, with RL
techniques to enhance its performance. Results confirm the efficiency of the
proposed algorithm and highlight the benefits of both transshipment, and
substitutions on the supply chain’s overall performance.

The competitive performance of the resolution approach described in Chapter
5 encourages us to use it to solve a deterministic multi-product multi-vehicle
VRP with LT and inventory management under a decentralised setting of the
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configuration presented in the previous chapters. The gap analysis shows that
the proposed algorithm performs relatively well and that inventory sharing
allows the network to improve its service level.

After highlighting the benefits of promoting sharing inventory of finished
products, sharing empty RTls inventory is examined in closed-loop supply
chain configurations. In Chapter 6, a deterministic, multi-supplier, multi-
customer inventory routing problem with pickup and delivery of multi and
shared RTls is modelled and solved. From a managerial point of view, the
results stress that sharing RTls allows economies of scale and cost reduction
at the level of all involved parties. From a managerial point of view, the
results emphasise that this new approach will enable economies of scale and
cost reduction at the level of all involved parties. Also, a sensitivity analysis
highlights the benefits and limits of the proposed model compared to classi-
cal management strategies.

To bring into play the advantages of sharing finished products and their
reusable packaging, we exploit the Pl paradigm characteristics in terms of
high integration, flexibility and openness. Chapter 7 is built on models,
configurations and solving methods examined in previous chapters. It fo-
cuses on the inventory routing model with pickup and delivery of reusable
Pl-containers, which is new to the literature. Also, deliveries from suppli-
ers to the Pl-hubs and from Pl-hubs to the customers are considered to be
performed within time windows. Furthermore, the positive impact of the PI
model on logistics efficiency compared to the classical model is highlighted.

28



Chapter 1
General introduction

Chapter 2
Deterministic IRPT with an integrated LT
Configuration
Modelling
Chapter 3
Stochastic version of IRPT with an integrated LT
Configuration
Modellin
= Chapter 4
Perquistes: Stochastic version of IRPT with an outsourced LT
Solving method
Perquisilm_:
Configuration Chapter 5
Decentralised and deterministic version of VRP with an integrated LT
Chapter 6
Deterministic IRPT with pickup and delivery of shared RTI and an
integrated LT
Perquisites:
Configuration
Modelling
Solving method
Perquisites:
Cf;rn}li‘;fmrion Chapter 7
’S"”;d_f”"”s o Stochastic, multi-supplier, multi-hub, multi-customer IRPT with shared
orving met inventory of finished products and RTI

| General conclusions and perspectives

Figure 1.3: Dissertation organisation

The list of publications associated with this thesis and on which this
manuscript is built is as follows:

* Chapter 2:
Achamrah, F.E., Riane, F., Di Martinelly, C. and Limbourg, S. (2022).
A matheuristic for solving inventory sharing problems. Computers &
Operations Research.

« Chapter 3:
Achamrah, F.E., Riane, F. and Limbourg, S. (2022). Spare parts
inventory routing problem with transshipment and substitutions under
stochastic demands. Applied Mathematical Modelling.

* Chapter 4:
Achamrah, F.E., Riane, F. and Limbourg, S. (2021). Solving inven-
tory routing with transshipment and substitution under dynamic and
stochastic demands using genetic algorithm and deep reinforcement
learning. International Journal of Production Research.

* Chapter 5:
Achamrah F.E., Riane F., and Aghezzaf E.H. (2022). Bi-level program-

29



ming for modelling inventory sharing in decentralized supply chains.
Transportation Research Procedia.

Chapter 6:

Achamrah F.E., Riane F., Bouras A., and Sahin E. (2020). Collabora-
tion Mechanism for Shared Returnable Transport Items in Closed Loop
Supply Chains’, 9th International Conference on Operations Research
and Enterprise Systems, ICORES 2020, VALLETA, Malta.

Achamrah F.E, Riane F., Sahin E., and Limbourg, S. (2022). An
Artificial-lmmune-System-Based Algorithm Enhanced with Deep Rein-
forcement Learning for Solving Returnable Transport Item Problems.
Sustainability.

Chapter 7:

Achamrah F.E, Riane F., and Aghezzaf E.H. (2022). Integrating For-
ward and Reverse Network in the Interconnected Logistics Services in
the Physical Internet. Under review.

30



2 - Modelling and solving a deterministic multi-
product multi-vehicle IRP-T

Full Paper published in Computers & Operations Research
Journal, ISSN 03050548, 1873765X, Impact Factor: 4, Quartile:
Q1. https://doi.org/10.1016/j.cor.2021.105605

Achamrah, F.E., Riane, F., Di Martinelly, C. and Limbourg, S. (2022). A
matheuristic for solving inventory sharing problems. Computers & Operations
Research. Volume 138, 2022, 105605, ISSN 0305-0548.

31



A Matheuristic for Solving Inventory Sharing Problems

Fatima Ezzahra Achamrah 2®, Fouad Riane 2, Christine Di Martinelly €,
Sabine Limbourg ¢

2Complex Systems and Interations, Ecole Centrale of Casablanca; PLaboratoire
Genie Industriel, CentraleSupelec, Paris Saclay University; ¢ IESEG School
of Management, Univ. Lille, ¢ HEC-University of Liege (ULiege)

Abstract: In this paper, we addressed a two-level supply chain in which
a company manufactures products and sells them through its point of sale
network. The problem of concern is a multi-product, multi-vehicle inventory
sharing routing problem. We formulated it as a mixed-integer linear program-
ming problem. We also designed a two-phase matheuristic that integrates
mathematical modelling strengthened with relevant derived valid inequal-
ities and hybridisation of sophisticated metaheuristics: Genetic Algorithm
and Simulated Annealing. We tested 660 best known instances designed
for the single and multi-vehicle inventory routing problem, and the results
showed that the matheuristic outperformed the best known algorithms re-
garding computational times. Extra experiments were conducted on a set of
data specially designed for the multi-product multi-vehicle inventory sharing
routing problem. Computational results highlighted the benefits of sharing
inventory on the overall supply chain. Finally, a sensitivity analysis was con-
ducted, which revealed the extent to which inventory sharing among different
points of sale can be cost-effective by the savings it brings to reduce lost sales
and inventory holding.
Keywords: Shared Inventory, Transshipment, Inventory Routing Problem,
Matheuristic

2.1 . Introduction

In this paper, we focus on an inventory sharing problem that arises in
a fashion distribution company. The company manufactures products and
allocates them to its customers (i.e., Point Of Sales POS). Customer de-
mand varies, and stock imbalance can regularly happen: some customers
may be overstocking items while others may be running out of them. The
IHL Group, a global research and advisory firm specialising in technologies for
the retail and hospitality industries, revealed that $1.1 trillion worldwide to-
tal lost revenue opportunities is annually recorded due to inventory distortion
(IHL, ). Furthermore, acquiring trucks to handle last-mile distribution
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is becoming more complex as cities are getting more congested (

: )- To ensure that the customers have enough items
so that the company can optimise its revenue, it can be in its best interests
to allow inventory sharing between its customers to balance inventories and
enhance service levels. Moreover, the same fleet of vehicles can be used to
ship products from its central warehouse (CW) to the customers and between
customers when needed. Furthermore, the fact that the same vehicles are
used to perform regular shipment and transshipment leads to better use of
each vehicle's carrying capacity and implicitly reduces the carbon footprint.
This paper is positioned in the overlapping area of the two well-known prob-
lems: the classical inventory routing problem (IRP) and the transshipment
problem in which the same fleet of vehicles is used to make regular shipments
from CW to reallocate stocks between customers. The related literature is
now briefly examined.

2.1.1 . IRP and transshipment

The classical IRP refers to a combination of the vehicle routing and in-
ventory management problem in which a supplier has to deliver products
to several geographically dispersed customers (i.e., retailers, POS), subject
to side constraints ( , )- IRP arises in a vendor-managed
inventory (VMI) setting in which a supplier manages the inventory replen-
ishment of its customers so that the supplier saves on distribution cost while
the customers save on inventory management cost ( , ).
The customers will engage in this relationship with the supplier once a high
service level is guaranteed. Some applications can be found in
(2013); (2020); (2020); (2021);

(2019) and (2013).

However, regarding highly variable demand, IRP may lead to higher in-
ventory costs and a bullwhip effect. To mitigate this issue, sharing inventory
between the different locations belonging to the same distribution network
level can result in a considerable cost reduction ( : )-
This type of inventory sharing is commonly referred to as LT (

: ). In their literature review on LT, ( )
divided the research into proactive and reactive transshipment. Proactive
transshipment is conducted periodically to re-balance the entire system's

stock levels and aims to reduce potential shortages ( : ).
Reactive transshipment reacts to a scenario where one of the locations faces
a shortage while others have residual stock in hand ( : )-

This type of transshipment is suitably conducted in environments with a
relatively low transportation cost compared to the holding and shortage
cost. Reactive transshipment can be encountered either in centralised sys-
tems where a single decision-maker works to increase the overall profit of
the entire system or in decentralised systems where each decision-maker op-
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erates to maximise profits. Most studies on centralised systems suppose
that the transshipment lead times are lower than those of the regular ship-
ment ( , : , : , :
, : , : , ). The
authors showed that an LT policy is preferable to a non-LT policy if the ad-
vantages of preventing shortages exceed the increased delivery cost resulting
from transshipment. When significant LT times are considered, the benefits
of risk pooling are substantial only when the demand is highly variable (
, ). Moreover, when considering stochastic de-
mands, transshipment can show more flexibility and better results regarding
lost sales reduction ( , : , ).

It is in the latter context that ( ) introduced formally
the concept of IRP with transshipment (IRP-T). Under such a policy, prod-
ucts may be shipped to a customer, either directly from the supplier or from
other customers. The total cost to be minimised includes inventory holding
cost at the supplier and the customers, routing and transshipment costs.
The authors proposed a single-vehicle IRP-T under Order-Up to level (OU)
and Maximum Level (ML) policies. The authors assumed that shortages
are restricted, and transshipment is performed by a carrier’s vehicles, not by
the supplier's vehicles. Transshipment decisions are therefore not considered
when optimising the routing decisions between the manufacturer and cus-
tomers. The authors used an Adaptive Large Neighbourhood Search heuristic
(ALNS) to tackle large-scale instances. ( ) extended the
work of ( ). To strengthen the mathematical formula-
tion, the authors proposed a set of valid inequalities for IRP-T based on
the existing valid inequalities for the IRP, bounds, reformulation and variable
eliminations on the linear relaxation of the problem of concern.

( ) explored an IRP-T with a heterogeneous fleet
of trucks. They considered many-to-one supply chain networks comprising
one assembly plant and a set of suppliers, each of which supplies only one
product type. The authors assumed that a rental truck company is respon-
sible for shipping products from suppliers to the plant.

The MILP is solved by employing a branch-and-bound method.

( ) proposed an MILP for IRP-T in the presence of a single per-
ishable product. Under an ML policy, a supplier decides on the quantities to
deliver to each customer over a finite planning horizon. The authors used
the Genetic Algorithm (GA) to solve the problem at hand and the Tagushi
approach for adjusting its parameters. ( ) addressed an IRP-
T under stochastic demand. They investigated a supply chain comprising a
central warehouse and retail stores. Transshipment may occur between retail
stores within a time window to re-balance the inventories. To solve the prob-
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lem, they used a Variable Neighbourhood Search algorithm.

( ) studied an IRP-T for hazardous and deteriorating pharmaceutical
items in a healthcare network. Transshipment is allowed between hospitals
to sidestep any shortage. They proposed a bi-objective MILP. The first ob-
jective aimed to minimise the total cost, including ordering, transportation,
delivery, pickup, shortage and inventory holding costs. The second objective
function minimised the maximum accident loss during distribution among
all periods. The authors solved the problem using GA. Finally,

( ) modelled a multi-product inventory routing problem for a proactive
transshipment between a factory and a set of distribution centres. In their
paper, multi-customer routes are considered an alternative to direct shipping.
Indeed, during a planned route, instead of shipping products to each single
centre, a vehicle can be filled with the current demand of a centre and the fu-
ture demand of other centres. The pre-delivered demand is stored temporarily
in this specific centre. The authors use a Randomised Variable Neighbour-
hood Descent to solve the problem. Table 2.1 characterises the previous
papers regarding criterion integration of multi-product (MP), multi-vehicle
(MV), Shortage (SH), either Backorder (BO) or Lost sales (LS), transship-
ment mode (TM) if LT is outsourced (OS) or integrated into the routing
(IT). Finally, resolution approaches (RA) use: MILP, metaheuristic (MT) or
a combination of the latter (matheuristic: MTH). From Table 2.1, a few pa-
pers on IRP-T studied a multi-product multi-vehicle version and considered
lost sales due to the shortages as a measure of the quality of the service and
customer satisfaction. Also, transshipment-related decisions were ignored
in designing vehicle routing as the transshipment is always assumed to be
subcontracted or performed by another carrier. Indeed, to simplify the opti-
misation problem, the authors only determine the nodes and periods where
transshipment may occur and manage inventories so that transshipment can
be performed. This paper thus aims to fill this gap.

Table 2.1: Overview of the related work on IRP-T

SH ™ RA
References MP | W 5505 T | MiLP _MT _MTH
Goon 7 v 7
(2012b) v v v
(2018) v v
o) | v v v v v
(2017) v v v
(2017) v v v v v
(2019) vl v v v v
(2017) v v v v v
This paper v v v v v v

2.1.2 . Pickup and delivery

Integrating LT in the design of routes that do regular shipment overlaps
another classical problem: the pickup-and-delivery problem (PDP). PDP
refers to the collection and distribution of one or several products to and
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from a location ( : ). According to ( )
and ( ), the PDP can be classified into three variants —
Many-to-many (M-M), one-to-many-to-one (1-M-1) and one-to-one (1-1)
— based on the pickup and delivery structures. In an M-M PDP, multiple
pickups and delivery nodes exist ( , ). 1-M-1 PDP refers to the
deliveries from one depot to many customers, and pickups are performed
to send back products to the depot ( , ). Finally, a 1-1
PDP refers to pickup and delivery requests in which each pickup location is
assigned to one delivery location ( , ). Applications of the
PDP combined with IRP can be mostly found in maritime transportation.
For reviews on maritime transportation, the reader is referred to
( ) and ( ). On-road transportation,
( ) studied 1-M-1 IRP with simultaneous pickups
and deliveries of the returnable transport item in a two-level supply chain.
( ) explored an IRP with pickup and delivery (IRP-PD) in
which a commodity must be picked up from pickup customers and delivered
to delivery customers over a given planning horizon with a single capacitated
vehicle. ( ) extended this work to the multiple vehicle
case. In both papers, it is assumed that role of pickup or delivery customers
remains unchanged during all the time horizons. Our study parallels that
of ( ) as it also considers two PDP structures in their
model: the 1-M-1 structure, which accounts for product shipments from a
depot to automated machines and back to a depot, and the M-M structure,
which refers to a commodity shipment among machines. However, in the
IRP-PD under consideration, routes are mainly constructed for pickup and
delivery. At the same time, in this paper, transshipment is considered an
additional measure to sidestep shortages, and transshipment movements,
depending on the costs, could be permitted on a link (7, j) even if they were
not to be used in IRP without transshipment. Moreover,
( ) focused on one product while considering the multi-product case.
Also, in their paper, machines are assumed to be visited either for a pickup
or delivery operation, which is not the case in our paper. Each POS can be a
pickup node, delivery node, or both in each period. Finally, the return flows
of products to the CW were unexplored. We believe that we are unaware of a
contribution to multi-product IRP-T that includes these aspects mentioned
above.

2.1.3 . Scientific contribution and organisation of the paper

This paper contributes to the literature in three main dimensions. First,
it studies a multi-product multi-vehicle IRP-T in which transshipment-related
decisions are integrated into the design of routes. Each vehicle is allowed to
deliver regular demand of each product: from a CW to customers and trans-
shipped products from a pickup node to a delivery node. Second, it proposes
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an original matheuristic capable of handling the combinatorial complexity of
the problem, which integrates mathematical modelling strengthened with rel-
evant derived valid inequalities and hybridisation of two sophisticated meta-
heuristics. The performance of the suggested matheuristic is extensively
tested on benchmark sets of the literature for single and multi-vehicle IRP,
and results are compared to the best-known algorithms for similar problems.
Finally, extra experiments are conducted to explore inventory sharing benefits
and draw managerial insights regarding multi-product multi-vehicle IRP-T.

The remainder of the paper is organised as follows. Sections 2.2 and
2.3 provide the description and mathematical formulation of the problem or
concern, respectively. Section 2.4 describes the approach proposed to tackle
the problem complexity and derive good solutions in reasonable computa-
tional times. In Section 2.5, computational results are presented to evaluate
the approach’s accuracy and performance and get insight into the benefits
of promoting inventory sharing. Conclusions and perspectives are drawn in
Section 2.6.

2.2 . Problem setting

In this paper, we investigate a fashion distribution company that man-
ufactures a set of products and allocates them via a CW to its customers
according to a pre-established policy based on the previous sales of similar
products. In most cases, some customers have over-stock (and therefore
incur high holding cost), while others are out of stock (and therefore incur
shortage cost: loss of sales). The company aims to increase its revenues
and service level and avoid any loss of profit due to the non-availability of
products at the right places and moments. Therefore, it is in the company's
interest to pool the stock of its customers and agree to manage all the inven-
tory collectively by entrusting operations optimisation to CW. We formulate
the problem as an MILP based on a VMI system. The optimisation is cen-
tralised, i.e., the CW optimises the total cost by deciding on the stock levels
of each customer and the routes to be constructed. Transshipment occurs to
sidestep possible stock-outs. Moreover, lost sales happen when a shortage
occurs, as we assume that backorders are restricted. Lost sales are used to
measure the service level at the customer locations.

The customer is located at distinct geographic locations, and we assume
there is no competition for the demand. Each customer orders from the
manufacturer's CW to meet its demand. The demand for items is assumed
to be deterministic and variable over the planning horizon. Based on a
VMI system and an ML policy, the manufacturer is responsible for delivering
the products to the different POSs using a homogeneous fleet of vehicles
with a limited capacity. The CW attempts to meet the customer’s demand
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while minimising its cost over a finite planning horizon. We consider that
transshipment is possible between customer locations (see Figure 2.1 for an
illustrated example). We also assume that the manufacturer's emergency
shipments are significantly longer and more expensive than transshipment.
The sequence of operations performed at a node in each time period is
the following: first, the product is delivered, then the demand is satisfied,
and finally, the inventory level is calculated. Finally, it is assumed that the
quantities delivered in period ¢ from the CW cannot be transshipped in period
t.
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Figure 2.1: A numerical example of the IRP-T with 2 products.

The objective is to minimise the total cost while increasing the availability
of items by allowing LT between the customer and coordinating the supply
and demand through shared inventory management and vehicle routing op-
timisation. Over a finite planning horizon, solving the IRP-T determines for
each period the optimal distribution routes from the CW to the set of cus-
tomers and how to build the inventories such that the customer can meet
the demands of their customers.

2.3 . Mathematical formulation

IRP-T is defined on a graph G = (N, A), where Ny = {0,...,n} is
the vertex set and A = {(4,5) : i,j € No,i # j} is the edge set. Let
N = {1,...,n} be the set of n customers and 0 be the vertex repre-
senting the manufacturer's CW. At the end of each period, both the CW
and customers incur an inventory holding cost h,; (i € N') per product
p € P ={0,...,m}. Each CW and customer has a maximum inventory
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holding capacity C; (i € Np). The length of the planning horizon is T" with
time period t € H = {1,...,T}. At the beginning of the planning horizon,
the current inventory level Iy, which is expressed in terms of the stock
keeping unit (SKU) for each i € N, is known. In addition, the manufac-
turer receives information on the demand of each product D,;; that each
customer has to satisfy for each period t. v € V = {1,...,k} is the avail-
able set of & homogeneous vehicles. Let us define 2 (in equivalent SKU)
as the vehicle capacity and « as the associated transportation cost per km.
Let d;; (expressed in km) be the associated distance for each arc (i, j) € A,
and b;; be the additional transportation unit cost associated to transshipping
products from a customer i to a customer j. The total quantity delivered
to a customer in a given period guarantees that the storing capacity is not
exceeded at the end of the period. f,; is the lost sales cost associated with
product p at location i. The quantity of an item p planned to be shipped by
the manufacturer to the CW at period t is g,.
All these notations are summarised in Table 4.1.

Table 2.2: Notation summary

Planning horizon indexed by ¢

1% Set of vehicles indexed by v
P Set of products indexed p
Parameters
o Transportation cost per km
hpi Unit inventory holding cost per period for product p of node, ¢ € N
C; Maximum inventory capacity at node i € N
Ipio Inventory level of a product p at location i € N at the beginning of the planning horizon
Dyt Demand for product p to be satisfied at period ¢ at node i € N
2 Vehicle capacity
d; j Distance associated to arc (¢, j) € A
Ipt Quantity of product p shipped by the manufacturer to the CW in period ¢
bij Unit cost induced by transshipping products from node « € A tonode j € N
fpi Unit loss of sales cost associated with the product p at the level of the customer i € N/
Variables
Ipit Inventory level of product p at node ¢ € N at the end of period ¢
Qpit Quantity of product p directly shipped from the CW to the node ¢ € A in a period t

Apijut Quantity of product p transported from the node i € N to the node j € N by vehicle v in a period ¢. It
includes regular shipment from CW and transshipment between customers

Ypijut Quantity of product p transshipped from the node < € N to the node j € N/, by vehicle v to sidestep the
shortage of product p in a period ¢

Spit Lost sales quantity of product p the node < € A in a period ¢

Tijut =1ifthearc (¢, j) € Ais visited by a vehicle v in period ¢; o otherwise

Uyt =1if the vehicle v is used in period ¢; 0 otherwise

Zivt Equal to 1if and only if a node i € N is visited by vehicle v in period ¢ (defined for valid inequalities)

The objective is to minimise the cost of inventory, routing and transship-
ment while meeting the demand for each customer and avoiding shortages
that may induce loss of sales over the planning horizon as much as possible.
The formulation of the IRP-T can be written as:

min Z Z Z hpilpit + Z Z Z adija:ijvt

teH ieNy peP teH veV i,jENo (2.1)
200 D et YD > FriShi
pEP teH veV i, jEN i#] teH ieN peP
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Subject to:

]pit - ]pit—l + Qpit - Dpit + Spit + Z Z (ypijvt - ypjivt)
veV jEN
i#£]
VpeP,icN,t>0ecH (2.2)
Tot = Ipot—1 — Z Qpit + gtVp EP,t>0€H (2.3)
ieN
Qpjt + Z Z (Ypijor — Ypjivt) = Z Z (Gpijot — pjivt)
veV ieN veV ieNy
] i#]

VpeP,jeN,teH (2.4)
D G =0 VieNgveViteH (2.5)
peEP

Y Lu<Ci VieNyteH (2.6)
peEP
Z Qpijut S qut V'La] € N(),U € Mt eH (27)
peEP
Z Z ypijvt S Ipitfl Vp € P,Z € N,t >1 € H (28)
veV j#£ieNy
Z Tijot = Z T jiot VJ c N,'U c V,t cH (29)
i£jEN i#j€No
Z injvtg 1 VjEN,tEH (2.10)
i#jeNy veV
Z Tojor = Uy VU EVEEH (2.11)
JEN
Z“vt <k VteH (2.12)
veV
Qpijut <2 ZTijot VZ,j S N, NS V,t ceH (2.13)

Qpits Lpit, Ypijots pijt, Spit €N Vp € P i, j € No,veViteH (214)
Tijot, Upt € {0,1}  foralli,j € Np,v e Vit € H (2.15)

The objective function (7.2) minimises the total cost. The first sum corre-
sponds to the inventory cost at both the CW and customer locations. The
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second sum stands for transportation cost. The third sum captures the trans-
shipment cost. The fourth sum is for the lost sales cost at different customer
locations. Constraints (7.4) ensure the satisfaction of demand D,,;; expressed
at customer i for product p in period ¢. This is possible thanks to the quan-
tity of product p available at customer i, which is equal to the inventory level
at the beginning of the period computed at the end of the period (I,i:—1)
plus the quantity of the product p delivered either directly from the CW,
Qpit, or transshipped from another customer j, minus the total quantity of
product p transshipped from 7 to different customer. A surplus constitutes
the inventory level I, of product p at the end of period ¢. Otherwise, a
shortage will be registered, leading to a lost sale S,;;. Constraints (7.5) ex-
press the conservation conditions of the inventory at the CW over successive
periods. The conditions consider the quantities of product p delivered to the
CW from the manufacturer, and those shipped to the different customers.
Constraints (7.6) express the flow conservation conditions at a customer j.
Constraints (7.7) state that the vehicles must be empty at the end of each
period when returned to the CW. Constraints (7.8) guarantee that the in-
ventory levels at different locations ¢ do not exceed the maximum inventory
capacity. Constraints (7.9) state that the vehicle's capacity is not exceeded
for each period and arc. Constraints (7.11) state that the quantity trans-
shipped from customer i at a period ¢ does not exceed the initial inventory
level available in this period. Constraints (7.13) stipulate that if a vehicle v
enters (visits) the customer j in period ¢, it must leave it in the same period.
Constraints (7.15) ensure that, at most, a vehicle v visits a customer once
per period. Constraints (7.17) ensure that only vehicles carrying products
leave the CW. Constraints (7.18) stipulate that the sum of vehicles used in
a time period t respect the total number of available vehicles. Constraints
(7.19) ensure that product p will only be transported from a node i to a
node j by vehicle v if the arc (7, ) is being used by the vehicle v during
the same period ¢. Constraints (7.21)—(2.15) define the non-negativity and
binary conditions.

Valid inequalities can be added to the formulations of the IRP problem to
improve the quality of the root node lower bound ( , ;

, ). Several researchers have developed valid inequalities
for IRP formulations. Below, we present different classes of such inequalities
that we modified to make them compatible with our IRP-T model.

We start with constraints referred to as logical inequalities commonly
used for the multi-vehicle IRP. Constraints (2.16) impose the condition that
if a supplier (node 0, in our case CW) is the predecessor of a node i on
vehicle v's route, then the same vehicle must visit i, as follows (

: ):

Toivt < Zivt Vi € N, NS V,t cH (2.16)
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Constraints (2.17), which are also referred to as logical inequalities, impose
the condition that if a node i is the predecessor of a node j on the vehicle v

path, then the same vehicle must visit j, as follows ( , ):

Tijt < Zjr Vi,j EN,veVteH (2.17)

Constraints (2.18) insert the supplier (CW) in the route of vehicle v if it
visits any customer in the given period, as follows ( , ):

Zit < 2oet ViEN,vEV,tEH (2.18)

Constraints (2.19) deal with symmetry breaking and state that vehicle v
cannot leave the depot if vehicle v — 1 is not used, as follows (

: ):
20wt S Z0v—1t Vi € N, veV \ {1},t eH (2.19)
Constraints (2.20), which were developed based on the valid inequalities of
( ) for IRP and extended for the single-vehicle single-
product IRP-T by ( ), state that if the inventory level of a

customer j is insufficient to fulfil the demand of product p, then a visit must
take place, as follows:

(2.20)

to to to
t=t1 ZjeN Zve v Ypjivt > Zt:tl Dpit - ]pitl—l
355" s Bin D Tos e, Tl D

t=t1 ve V t=ty ~pit t=t1 it

Vie N,p € P, ti,ta € H, ty > t.

For each product p € P, the inventory level at ¢; is sufficient to cover the
demand as long as the left hand side of Constraints (2.20) is less or equal
to zero. Otherwise, either the customer should be supplied by the CW or

transshipment from other customer should be allowed to meet the demand.

( ) proposed disjoint path inequalities for a single product
IRP considering the demands and inventory levels from the periods t—1 and
t + 1. Once violated, cuts are generated based on the arc disjunction of a
given route S to eliminate edges from the sub routes of S. According to the
authors, these inequalities help to enhance the overall performance of the
algorithm. The formulation of these inequalities is modified to use them in
our model, as follows:

Z WijTijot = |: Z Z Apijt + Z Z (gpijt — Ipjes1)

i,jEA JjESQUS1 PEP jE€S2 pEP
+ Z Z (Qpijt_lpjt)"' Z Z ]pjt_ Qi — Z Dpji’ VZ‘GN,’UGV,tGH
JES3 pEP JES4 pEP t—1<t/ <t+1

(2.21)
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where (Sy, S1, S2, S5, S4) are a partition of S C N and p1;; = min(Q—b;, ;)
whose values lead to a disjoint route inequality, such that b; = Q if i € S,
b, = C; if 1 € S1, b = Zt<t’<t+1 Dpit if if 1 € Sa, b; = Dpit if 1 € S3,
bi = Dpiy—1 if i € Sy and b; = 0 for i € N\ S. Referring to

( ), the disjoint route inequality holds for every route R starting and
ending at the CW. Indeed, regardless of the number of products to ship, it
suffices to consider the case where 3, . j1;; < 2 and thus assume that
ZideR Hij > ZiGV(R)ﬂS b; to prove that this claim holds for any route; and
thus, it follows that it is a disjoint route inequality.

The mathematical formulation is solved using the branch-and-cut method
as follows. As some valid inequalities are of exponential size, they are not
added in the beginning but separated on-the-fly. If a valid inequality is
violated, it is dynamically added at the current branch-and-cut node, and
the program is then re-optimised. This is handled by first enumerating all
valid inequalities and then checking them one by one in order. The process
is repeated until a feasible or dominated solution is found or no more cuts
need to be made. As for the branching strategy, it is set to default which
means that no automatic priority order will be generated.

2.4 . Resolution Approach

IRP and its variant are first solved using exact methods, inter alia,
branch-and-bound ( , ), branch-and-
cut ( : ), column generation algorithms

( ) and dynamical constraint-generating algorithm (

). Nevertheless, IRP and IRP-T are extensions of the Vehicle Routlng
Problem, including inventory decisions. ( , ) proved that VRP
problems are NP-hard. Thus, solving such problems for medium-to-large
size scales requires using approximation algorithms. Accordingly, significant
attention and research have been devoted to developing effective approximate
algorithms that can provide nearly optimal solutions to large-scale problems,
including the IRP and its variants.

A matheuristic algorithm with two optimisation stages is proposed in this
study (see Figure 2.2). Since the route design is the most complex part of the
model, an initial solution for route decisions is built during the construction
phase. This is made possible by solving a relaxed model version strength-
ened by valid inequalities (RMILP). If the obtained solution is optimal, the
algorithm stops. The objective is to get a better solution without going
through the improvement phase and thus reduce further the computational
time. Otherwise, this solution is used to construct clusters of customers. For
each built cluster, the non-relaxed mathematical model is then solved to set
vehicles' routing. In an iterative process, a hybridisation of GA and SA is
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used to further improve the best solution found by generating a set of neigh-
bours of the route decisions. An MILP in which fixed routes (noted FMILP)
is used to assess each neighbour's quality and feasibility and determine the
other integer variables, such as the inventory level and quantity directly de-
livered from CW and shared between customers. The entire process stops
when the annealing temperature reaches a final temperature, a time limit is
reached, or no solution improvement is noted. We now extensively describe
these two phases.

START
!
v CONSTRUCTIVE PHASE
Solve the relaxed mathematical model RMILP

Yes

Integer o

decisions ?

&No

Form clusters of POS with regard to the constructed
routes

v

Solve on each cluster the initial mathematical model

\ Initial solution : route decisions
.

v

Generate an initial population of neighbours using the initial solution and 2-Opt heuristic
v

Pick a neighbour from the pool

v

[——> Evaluate the neighbour using FMILP

v
No
Best ? E——

# Yes

Enter into the pool of the new population

IMPROVEMENT PHASE

Select the neighbour based on the
Metropolis criteria of SA

all the
neighborhood is

explored ?
v Yes
Generate new neighbours using the GA

v

No Stopping criteria Yes e
satisfied

No

Figure 2.2: Decomposition scheme of the matheuristic.

2.4.1 . Constructive phase

The objective is to decompose the problem into sub-problems that will be
solved to obtain route decisions. The decomposition allows us to reduce the
size of the problem and, consequently, the computational times. This is done
in two steps. First, we consider a relaxed version of the model noted RMILP
comprising Constraints (7.4)—(7.19), (2.15) and (2.16)—(2.21), and in which
all decision variables, except routing's variable, are considered continuous.
Solving RMILP allows us to obtain a solution to the problem at hand. If the
solution is not optimal, we retain only the constructed routes that allow us
to build a set of sub-graphs or clusters for each period (as shown in Figure
2.3-a). Each sub-graph or cluster contains a subset of customers (Figure
2.3-b). Unlike classical clustering, which is based on minimising distances in
and between clusters and in which the number of clusters is often equal to
the number of available vehicles ( , ), this clustering is more
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efficient as its construction is based not only on distances but also on the
constraints related to the inventory levels, quantity shipped and shared, and
in which the number of clusters varies accordingly. Next, non-negativity
Constraints (7.21) related to each decision variable are added to the RMILP
model as lazy constraints. Then the related MILP is solved for each con-
structed sub-graph (as shown in Figure 2.3-c). Moreover, the algorithm is
executed until a time limit is reached or a feasible solution is found. The
objective is to generate a good initial solution within a small amount of time
as it is claimed that the initial solution affects the efficiency of an algorithm
to find a solution near the optimum. Finally, we retain the solution related
to the route decisions, which will be further improved in the second stage.
The pseudo-code of this procedure is provided in Algorithm 1.

Yo e
| @ |
: ' ® | ® o
- e
]
3 n ST |
| 3 n) |
5 ! |
’ } 9 }
7y | |
| C :
(a) Routes constructed by (b) Clusters of POS formed
solving the relaxed version with the help of the
of the model. constructed routes.

(c) Routes constructed within
each cluster.

Figure 2.3: Implementing the construction phase of the matheuristic in
a given period.
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Algorithm 1: Constructive phase

Input : A given instance

Output : Routing decisions

Solve RMILP

Use route decisions to build a set of sub-graphs/clusters

Add lazy constraints

Solve concurrently the MILP on each sub-graph to obtain routes decision

2.4.2 . Improvement phase

In the improvement stage, the routing decisions obtained in the construc-
tive phase are iteratively improved using the metaheuristics SA and GA and
an MILP in which routes are fixed (noted FMILP). It has be noted that,
as routes are under continuous adjustment thanks to GA and SA operators,
new neighbourhoods are explored, allowing better flexibility and an enhanced
space search for feasible solutions. In this phase, an initial population of
neighbours of the routing decisions obtained in the first stage (noted X) is
randomly generated using the 2-Opt permutation technique. Without loss of
generality, each generated neighbour is noted X’. Also, each neighbour X" is
picked, and, if feasible, its fitness F'(X') is computed through the resolution
of the related FMILP. If the new fitness exceeds the old one, X is given a new
value, X’. Even if the new solution is worse, it can still be accepted using the
Metropolis acceptance criteria of SA. Iteratively, the algorithm generates the
neighbourhood of the current solution using the genetic operators of the GA
and evaluates it using FMILP. Furthermore, to enhance the algorithm'’s local
search ability, worse solutions accepted according to the Metropolis criteria
are also used to generate new neighbourhoods. We now extensively describe
these steps.

2.4.2.1 . Genetic Algorithm

The improvement process starts with an initial set of random solutions
called population. Each individual in the population is referred to as a chro-
mosome X, representing a routing decision to the problem at hand. The
fitness of each solution is measured during each generation of a chromo-
some, and solutions are selected for cloning, crossover and mutation based
on their fitness (computed using objective function values).

Chromosomes encoding : in this paper, each chromosome X is rep-
resented using a one-dimensional array of integer values, representing the
nodes (customers) to be visited (see Figure 2.4). Each chromosome is fur-
ther partitioned into several sub-sequences, each representing a constructed
route assigned to a given vehicle and in a given period (see Figure 4.3). This
partition allows us to verify the routing constraints. It helps to easily check
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whether a customer with a non-zero demand is missing on the routes or if
it is served several times in the same period. It also helps GA operators to
perform better and quickly. For instance, if we swap two nodes, this parti-
tion ensures that they either belong to the same route or two different routes
performed during the same period.

| ! Route assigned | | . i :
| Route assigned to vehicle n°2 | 15 yehicle n3 in | i Route assigned to vehicle | Route assigned to vehicle n2in | Route assigned to vehicle n°3

Route assigned to vehicle n1 in period n° 1 o1 o H d
g P in period n® 1 \ periodn°1 n°Zin period n°S H period n°5 H in period n°5

1 (4|1 |9|5|8|10|6|2|3 |7 121724 f13|15|26|, |5|9|23|8 |22 1412|127 |122|26[15|6 | a3 [20[7

Figure 2.4: Representation of a partitioned chromosome used to solve
the problem at hand.

Figure 2.5: A chromosome part representing a constructed route for a
given period and vehicle.

Finally, each chromosome is re-converted to binary variables z;;,; (while
also considering the values of xg;,; and x;,;) to solve the FMILP and then
determine its related fitness.

Initial population generation : A 2-Opt heuristic is an algorithm based
on the conditional permutation of nodes. In other words, two nodes in
a current tour are selected and swapped if it reduces the total distance.
The process can be repeated several times until the tour is optimised. The
computational complexity of this method is O(n?). A variant of this heuristic
proposed by ( ) shows promising results regarding the
quality of the solutions and the computational times (a few seconds). It
encourages us to use this variant to generate an initial population for our
algorithm. The heuristic is thus applied to a randomly selected tour, and the
resulting chromosome is added to the population. As shown in Figure 2.6,
this algorithm comprises of selecting a position ¢ in a current tour, then the
permutation of nodes is authorised between the two segments « C, C, ;1 » if
it allows reducing total cost. This verification is performed with all segments
which follow the segment « C, C,,; ». If the permutation allows a cost
reduction, then only the second node of the first segment and the first node
of the second segment can be swapped, while the intermediate nodes keep
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the same position. Furthermore, the enhanced 2-Opt also relies on inter-
route moves. That is, swapping two nodes that belong to two different tours
performed in the same period is also permitted.

2

11 4 1 9 5 8 10 6
= |
Test 1
Test2

k—T—}

Test T

(a) Test phase

—
|
Selectt =2 11 4 1 9 5 8 10 6 2

(b) Permutation of nodes

Figure 2.6: Overview of the enhanced 2-Opt proposed by

(2012)

Fitness function The fitness function of a chromosome X is calculated
from the objective function OF(X) as follows:
1

F(X)= OF—(X) (2.22)

Genetic Operators : in this algorithm, the following operators are used:

* Cloning operator, which preserves the best solutions found so far. That
is, chromosomes are reproduced in each generation, and this is done
by selecting a member of the population according to its fitness and
making a copy. This guarantees that the best members of the current
population will be present in the next. Finding the trade-off between
the algorithm'’s performance and speed led us to choose the best 30%
of chromosomes in the current population to be copied to the next
generation.

* Parent selection operator, which uses a binary tournament selection
process that starts with the creation of two pairs of chromosomes.
Every pair comprises two chromosomes that are randomly selected
from the current population. The two best chromosomes for each
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pair are chosen for crossover operations. This process results in two
children, each counted in the new population.

* Crossover operator is important to mate the pairs of chromosomes
to produce their offspring. Herein, a double-point crossover is imple-
mented in which the crossover points are randomly selected, and the
nodes between are swapped to produce two children. A crossover is
performed based on a probability P~ and the partition adopted for each
chromosome. Figure 2.7 shows the detailed procedure.

* Mutation operator is the second operator used for exploring new neigh-
bours. The aim is to produce random alterations in different chromo-
somes. This paper adopts reversal mutation, which has been shown
to be efficient ( : ). Two nodes are randomly selected
(based on the representation in Figure 4.3), and the nodes in between
are sorted in the reverse order. A mutation process is performed using
a probability Py;.

11 4 12 9 5 8 10 7 2 — & | 4 12 3 1 6 10 7 2

2 7 11 3 1 6 10 a4 2 5 2 7 11 9 5 8 10 4 12

Figure 2.7: Crossover operation.

2.4.2.2 . Simulated Annealing

GA is preferred to solve problems efficiently by generation through its
systemic operators, which allow for the improvement and variety of solu-
tions. However, GA has inherently weak local search ability and converges
prematurely. On the other hand, SA is a local search metaheuristic that
provides a mechanism for avoiding local optima by accepting hill-climbing
movements. The SA algorithm provides a different (or a new neighbour of
the current) possible solution by changing the current state at each virtual
annealing temperature by a criterion previously specified. On the basis that
the Metropolis criterion is met, the new state will then be accepted. Until
convergence, this procedure will be iterated.

Practically, the algorithm employs this characteristic as follows. As de-
picted in Figure 2.8, it begins by generating, aided by the 2-Opt heuris-
tic, an initial population of the routing decision X determined in the con-
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structive phase. A given chromosome X' is picked from the initial genera-
tion, its related fitness is computed, and if it outperforms the old one (i.e.,
F(X') > F(X)), the current routing X is given a new value, which is X".
Even if the new solution is worse (i.e., FI(X') < F(X)), it can still be ac-
cepted using the Metropolis acceptance criteria of SA to enhance the local
search ability of the algorithm. That is, a chromosome X' is accepted with
the probability P > a random number generated between 0 and 1 (Equation
2.23 is used to compute P). Otherwise, X' is rejected. For each anneal-
ing temperature T4, this process is repeated a given maximum number of
iterations, iter, equal to the size of each generated population. When iter
is reached, ¢ used as a variable for incrementing is reset to 1; the anneal-
ing temperature is updated using the function 5754, where (3 is the cooling
ratio (0 < 8 < 1). New populations of neighbours X’ are generated us-
ing the GA operators. Moreover, worse solutions accepted according to the
Metropolis criteria are also used to generate new neighbours. In this paper,
duplicated offspring are rejected alongside neighbours generating infeasible
solutions. Iter is updated regularly to take the value of the new population
size. The entire process stops when the annealing temperature T54 reaches
a final temperature T, or a time limit is reached, or no improvement of
the solution is noted. Therefore, the best Fj s (X) and the related decision
variables are obtained.

—(OF(X)-OF(X))

P=ce¢ Tsa (2.23)

2.5 . Computational experiments and discussion

In this section, we assess the effectiveness and efficiency of the proposed
model and the matheuristic approach. We first describe the experiments
and benchmark instances used to evaluate the efficiency of the matheuris-
tic on a single-product IRP and compare it to benchmark algorithms. The
matheuristic is also tested on specially designed instances for multi-product
IRP-T so that the benefits of promoting inventory sharing among different
POSs can be highlighted. We then explain how we fine-tune the metaheuris-
tic. To investigate interactions between the parameters, a sensitivity analysis
is performed.

2.5.1 . Experiment design and instances
First, to test the effectiveness and validate the proposed model, we per-
form experiments on a set of well-known benchmarks of 660 instances devel-
oped for a single and multi-vehicle IRP. The set comprises 480 small instances
and 180 large ones. 160 small instances proposed by ( )
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Figure 2.8: Flow diagram of the improvement phase.

and 60 large ones proposed by ( ) for a single-vehicle IRP.
In addition, 320 small instances and 120 large ones adapted for multi-vehicle
case (kK = {2,3}) by ( ). For each case, small

instances comprise 100 three-period instances with 5 to 50 customers and
60 six-period instances with a number of customers varying between 5 and
30. Large instances comprise of 6-periods and 50 to 200 customer instances.
Each configuration can be further divided into two subgroups according to
the distributions of their unit inventory costs, which are [0.01,0.05] at the
customers and equal to 0.03 at the CW (low cost) and [0.1, 0.5] at the
customers and equal to 0.3 at the CW (high cost). In addition, the trans-
portation cost between each pair of vertices (7, ) is computed by rounding
the Euclidean distance, and the lost sale cost is equal to 200 times the unit
inventory cost. As these instances were developed for the single and multi-
vehicle IRP, we adopt the proposed model by considering the LT's and lost
sales-related decision variables:

ypijvt:O Vpepai7j€N07U€‘/,t>O€H (2.24)

Syt =0 VpePieNy,t >0 H (2.25)

In the instances mentioned above, we compare the results of our proposed
matheuristic to the results obtained using the best known exact algorithm

51



branch-and-cut (B-C) of ( : ) with a time limit
up to 86400 s and the recently improved branch-and-cut (I-B-C) developed
by ( ). The reader, if interested, is referred to this paper
for further details on I-B-C. The I-B-C is tested on 800 instances generated
for the single and multi-vehicle IRP and compared to the-state-of-the-art al-

gorithms: the B-C of ( ) and ( ), which
were tested only on the small instances, and the B-C of

( ), and the heuristic of ( ) which, were tested on
small and large instances generated by ( ) and

( ). With a time limit of 7200 s, the I-B-C outperforms the existing
algorithms regarding the quality of solutions and run time (

). The authors highlight that their algorithm reaches 704 best- known
solutions, 108 exclusive ones on small instances of ( ) and
70 new best solutions for large instances of ( ). Therefore,
instead of comparing our matheuristic with other state-of-the-art algorithms,
we compare it with I-B-C. The computational platforms for the B-C and I-B-C
are Xeon CPU 2.66 GHz and Xeon CPU E5-2630 v2 2.6 GHz, respectively. All
instances and detailed solutions for the exact methods are retrieved and avail-
able from: https://www.leandro-coelho.com/instances/inventory-routing/.

For a fair comparison between approaches, hardware benchmarking is
used to compare the speed of the algorithms. The reported CPU of the
matheuristic is thus recalculated to align the computational time regarding
the performance of computers used in ( ),
and ( ). For each algorithm, CPU and scaled CPU
(S_CPU) are reported. Further information on the CPU speed of both
computers can be found on: www.cpubenchmark.net.

Second, we consider a set of 50 randomly generated instances to evaluate
the multi-product IRP-T and highlight the benefit of LT on the supply chain’s
overall performance. The small and large instances were generated following

the same standards as in ( ), ( ) and
( ). The number of products varies between 1 and
30. As for transshipment unit cost, as in ( ), we choose

bij = OOlCdeJ

2.5.2 . Parameters setting of the matheuristic

Experiments have shown that computational times become very impor-
tant for some parameter values, even for small-sized instances. To tune the
parameters of the GA and the SA, we use the Irace package (

: ). The Irace package implemented in R uses the Iterated Race
method: a generalisation of the Iterated F-race method for the automatic
configuration of optimisation algorithms. The method comprises three steps:
(1) sampling new configurations according to a particular distribution, (2) se-
lecting the best configurations from the newly sampled ones through racing,
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and (3) updating the sampling distribution to bias the sampling towards the
best configurations. These three steps are repeated until a termination cri-
terion is met ( , ). We use a set of training instances
representing the problem (20 instances with 5, 10, 15... 50 customers each)
to find the best algorithm configuration for the GA and SA (see Table 2.3).
The selected algorithm configuration can then be used to solve new instances
of the same problem.

Table 2.3: Parameters tuning using Irace package

Parameters Range Chosen values
Initial temperature T’; [90; 95] 92
Final temperature Tf [3.5;5.1] 4.2
Cooling ratio beta [0.94; 0.97] 0.96
Crossover probability P [0.81; 0.85] 0.84
Mutation probability Py, [0.35; 0.43] 0.37
Population size [150; 200] 180
Number of iteration iter [150 ; 200] 180

2.5.3 . Computational experiments

The computational experiments were conducted on a personal computer
(MacBook Pro, macOS Cataline, CPU 3.3 GHz Quad-Core Intel Core i7, 8
GB of RAM). The problem was solved using the branch-and-cut solver of
CPLEX 12.9 (academic version) and Python 3.7. We performed 25 inde-
pendent runs for each instance under a time limit of 2 hours (7200 s) and
recorded the results and run-time average.

2.5.3.1 . Single and multi-vehicle IRP

This section presents the results of the experiments performed on the
small and large-scale datasets. Table 2.4 summarises the results for small
instances. The first four columns give the number of the vehicle (K), the
number of period T, the distribution of inventory cost IC (low/high), and the
number of instances NI generated for each T and IC. For each exact method,
we give the number of the best solution found (NBFS), the gap related to
the lower bound (GLB) in (%) computed using B-C and I-B-C and finally,
the computational time (CPU) in the second. For the matheuristic, statistics
are provided regarding the average of the best solutions. We thus note GLB
and C'PU the average of the gap computed using the lower bound of the
exact methods and the average CPU time, respectively. Finally, S CPU
represents the average of the scaled CPU.

From Table 2.4, the proposed matheuristic can find optimal solutions for
all 160 small-scale instances for single-vehicle IRP within a minimal amount
of time compared to B-C and |-B-C. Moreover, for the multi-vehicle cases
under consideration, on average, both I-B-C and matheuristic outperform
B-C in terms of the number of the optimal solution found and run time.
Finally, for the 320 instances, the matheuristic outperforms I-B-C, the current
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best resolution approach regarding computational times (CPU and S_ CPU),
highlighting its performance and efficiency.

Table 2.4: Results for small-scale benchmark instances obtained using
B-C, I-B-C and the matheuristic

Instances B-C 1-B-C Matheuristic
K T IC NI NBSF GLB CPU NBSF GLB CPU NBSF GLB CPU S_CPU
3 Low 50 50 0.0 10 50 0.0 29 50 0.0 1 7
. 3 High 50 50 0.0 10 50 0.0 26 50 0.0 2 9
6 Low 30 30 0.0 38 30 0.0 134 30 0.0 3 14
6 High 30 30 0.0 29 30 0.0 94 30 0.0 3 16
3 Low 50 49 0.0 1539 50 0.0 457 50 0.0 12 61
5 3 High 50 50 0.0 672 49 0.0 455 50 0.0 1 204
6 Low 30 27 0.3 10942 28 0.4 1716 28 0.1 39 194
6 High 30 28 0.1 7234 28 0.1 1516 28 0.1 35 173
3 Low 50 42 1.3 8790 43 0.7 1896 43 0.3 58 291
3 High 50 42 0.5 8772 42 0.3 1686 41 0.4 77 383
3 6 Low 30 15 5.0 27046 16 5.0 4426 16 0.3 65 326
6 High 30 14 2.6 25385 17 2.0 4161 17 1.9 49 243

Detailed results on large instances are presented in Tables of Appendix
A. The tables provide the worst solution (WS), the best solution (BS), the
average of the best solutions found (BFS), and the average G LB computed
regarding the LB of each exact algorithm, and the average of the scaled
CPU (S_CPU) regarding hardware performances (for a fair comparison, the
actual CPU was limited that its corresponding C' PU would be comparable
to the limit time of I-B-C: 7200 s). The tables also provide the contribution
of the constructive phase (CPC in %) in improving the quality of the final
solution. Also, for each S CPU, tables report the computational time
needed in the CP and improvement phase (IP).

We refer to each instance using the following notation: [number of prod-
ucts] P [number of POS] N [number of vehicles| K [number of periods] T,
e.g., 2P5N2K5T refers to the instance where two items are distributed over a
set of 5 POS, transported by two vehicles over a planning horizon of 5 days.
We retain the notation in the rest of the paper. Finally, Table 2.5 provides a
summary of comparison of the results regarding the average UB, GLB and
CPU (which represents the S CPU for the matheuristic).

Table 2.5: Summary of comparison of results for large benchmark in-
stances obtained using B-C, I-B-C and the matheuristic

Instances B-C I-B-C Matheuristic
T IC NI UB  CPU(s) UB  CPU(s) UB  CPU(s)
6 Low 30| 1991 69058 16535 5798 16879 2315
6 High 30| 72078 59960 64431 5326 65681 2692
6 Low 30| 31061 86400 18804 7200 19689 2732
6
6
6

High 30 | 60487 86400 | 66886 7200 69679 3148
Low 30 | 42348 86400 | 22235 7200 23062 3401
High 30 | 84955 86400 | 70505 7200 73382 3981

From Table 2.5, the proposed matheuristic can find solutions within the
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least amount of computational time compared to B-C and I-B-C due to
its exploration capability regarding the searching procedures. Indeed, the
matheursitic can find solutions with an average C'PU of 3045 s against 6654
s for I-B-C and 79103 s for B-C. As for solution quality, we can see that both
I-B-C and the matheuristic outperform B-C and that I-B-C has the lowest
U B compared to our matheuristic. Moreover, both approaches can find good
exclusive solutions. On the other hand, we can observe that, unlike small
instances, the matheuristic does not scale quite well with large instances.
In this case, there is an exponential increase in search space size, which
requires an increase in the GA population size to explore the space further.
In addition, we can see from Tables in Appendix A that the constructive
phase is the most time-consuming component. Indeed, in the constructive
phase, if the solution is not optimal, the model is solved optimally on each
constructed cluster, which could be time-consuming depending on the size
of instances. To tackle this problem, one can argue that we could solve the
model without Constraints (7.21). However, adding them as lazy constraints
significantly helps generate excellent initial solutions (clearly highlighted in
Tables of Appendix A), which enhances the efficiency of the matheuristic to
find a good final solution.

2.5.3.2 . Results for IRP-T on small and large instances

For each instance, we consider two scenarios in which the IRP-T is com-
pared to a model that does not consider LT between customers, IRP. Tables
2.6 and 2.7 summarise the results obtained for small and large-scale instances,
with some products varying between 1 and 5 for small instances and 10 and
30 for large ones. Tables 2.6 and 2.7 provide the breakdown of the total
cost (TC), transportation (TR), Inventory (INV), lost sales (LS) and trans-
shipment (TRA). They also report the improvement in service level (SL) and
cost-saving (CS) regarding the reduction of the total cost and, finally, the
un-scaled C'PU, as there is no need to use S CPU. The measure of the
attained . is computed for each instance as follows:

- Zte% ZieN ZpEP Spit
Zte% ZiEN Zpep Dpit

The saving CS is computed as follows:

TCrrp — TCrrp-1

(%) = (1 )100

= 1
CS(%) = ( TCorr )100
and the improvement in the service level SL as:
SL(%) = (yIRP - yIRP—T>1OO

SIrP
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Table 2.6: Computational results for multi-product IRP-T on small scale
instances

Instances Model - T COStL(:) i = Clsn‘zsor)over’r;ei?;) CPU(s)
PNSKST | ot | odo e a0 s | © % o
PNKST | o | e B s wy e | B M 0
PNEST | ot | va e s 20 oy | P :
PNSST | | e ey s e ey | B4 i
SPNIKST | gt | r s ee 6 s | ¥ ;
PONKST | ot | a0 toas ek w0 ates | B P 5
PONSKST | o | em ey e 4z basy | 7 T 7
FONKST | gt | aes  um we se e | © 4 E
PONKST | o | 8 abe e eus s | P .
oy | 0| Te o omm e | L |
vomer | [ B e o mn | o [
PENKST | or | 4o s ase  ee  gese | B 8 i
PN | or | R sen s gon o | © M s
4PNBST | ot | 4758 Sees  ev s eow | F 4 :
SPISNEKST | 1N i ‘2‘232 e ose 1‘91232 33 a4 !
PONSKST | o | God 2o b0 sac  meas | S ¥ k
P2NSKST | ot | sad  seg6 s s wmea | M ® k
PNSKST | ot | a0 aate oy oes s | 2 P
WP2ONSKST | oot | gioe s aeo  wow  mota | B4 N
SP2oNSKST | ot | ey des  mmo o e | 2 B 1

*All obtained solutions are optimal
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Table 2.7: Results for multi-product IRP-T on large scale instances

Instances Model R e T clsnz%overgi&) CPU)
OPSONBKST | g | occa  deas s e omar | 4 P
EECAE- N O I
OPSONKST |t | iissa  seso o mm e | ® 0 ® |
2PSONSST | b | o) ey eeate  asss  sewy | O 4 2o
s | 5| BE B8 R LD osm| o | B
OPOONEKST | o | it s dosos e wawe | © B | o
Al IE- - - I
wonwar | [ | B Em S Ch oS, L)@
o | (| M B8 om0 ER . | &
o | [ | S Em Hm o AR o)
il IE B
sowsr | | 22 B e B oED . s
et | [ | BB e e e L L) &
s | | S0 R o e |
IPSNSST | e | cabas  asvrs  somo  gooo  gopeas | 4| i
| | o Te e ERl o e] 4
s | | G S R oemd) . s B
e | 0 | T mE o mO WE) | B
25P200NBKST | g | ooueor oo soms oo nasme | P 4 38
ot | | W v o 0 om| o .| &

* Optimal solution

From Tables 2.6 and 2.7, we can see that, compared to IRP, IRP-T allows
to reduce total costs with an average of 23% for small instances and 21%
for large ones and enhances service levels with an average of 40% for small
instances and 39% for large ones. Indeed, we can see that when transship-
ment is not considered, the supply chain experiences a high inventory and
lost sales cost, as there is no emergency measure to sidestep shortage at
the level of POS facing higher demands while others are overstocking (which
increases idle stock and thus inventory cost). Thanks to transshipment and
the M-M PD structure, excess stocks are dynamically reallocated while the
system's cost is reduced. That is, the out-of-stock POS can reduce par-
tially loss of sales (with an average of 66% for small instances and 63% for
large ones) and thus enhance their service level, and the POS from which
the transshipment is carried out can decrease inventory cost by reducing idle
stocks that other POS can now use to meet demand at their levels (with an
average of 31% for small instances and 27% for large ones). However, we
can notice that, as excepted, compared to IRP, transportation cost increases
when transshipment is allowed as multiple pickups and deliveries are carried
out (and more kilometres to be travelled). Moreover, for large instances in
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same cases, although that inventory and lost sales costs are significantly re-
duced, the total cost is slightly reduced because the cost that transshipment
generates (which can be seen as a penalty) cannot be offset by the savings
it brings. Also, when the number of products is high, i.e. several demands
of different sizes to be satisfied at each POS, it becomes more challenging
to cover the costs generated by the transshipment: several pickups and de-
liveries that can take place at each POS. Therefore, transshipment can be of
great interest once the costs it incurs can be offset by the savings it enables.

2.5.3.3 . Sensitivity analysis

Therefore, a sensitivity analysis is carried out because performances may
depend on the different unit costs. Due to their significant contributions to
the total costs, lost sale and transshipment unit costs are chosen to conduct
the sensitivity analysis. Without lost of generality, we consider the instance
10P50N8K5T, a lost sale unit cost proportional to the holding unit cost:
phyi; where € {100; 1505 200;250; 300}, and a transshipment unit cost:
bi; = vad;;; where v € {0.01;0.03;0.05;0.07;0.1}. Tables 2.8 and 2.9
provide the results regarding the breakdown of total costs. They also report
cost-saving CS, improvement in service level SL and the corresponding C PU
time necessary to solve the IRP and IRP-T.

Table 2.8: Computational results for various values of lost sale unit cost

Cost ($) Improvement JE—

# | Model TR TNV 5 TRA T o s | CFUW

IRP 29,810 32,833 38,627 o 101,270 535
100 11 22

IRP-T 29,992 28492 31,364 305 90,153 467
150 IRP 29,959 32,787 45,892 0o 108,638 ; 58 407
5 IRP-T 30,066 26,616 32,960 512 90,154 7 490

IRP 29,806 32,895 53,010 [} 15,711 485
290 | RPT | 30,964 26,458 4,499 620 62,540 46 32 287

IRP 30,046 33549 80,690 0 144,285 527
250 IRP-T 32,922 23,317 6,210 1,025 63,474 56 42 352
300 IRP 30,035 35,546 103,410 o 168,990 60 53 494

IRP-T 34,982 20,583 9,324 1,939 66,828 426

Table 2.9: Computational results for various values of LT unit cost

Cost ($) Improvement

v | Model ® NV s TRA T s s | CFUE)
RP | 20806 32895 53,010 o m57m 485

0.01 IRP-T | 30964 26,458 4,499 620 62,540 4 » 287
003 | P | 20840 33676 53962 o m7478 33 25 -
: IRP-T 30,520 28,044 19,539 563 78,665 507
008 TRP 29,940 32,860 53,227 0 16,028 10 17 454
: IRP-T | 30,346 29,474 44143 321 104,284 401
0.07 IRP 20,944 33,059 53,272 o 116,274 7 " 355
IRP-T_| 30072 31722 46761 123 108,677 575

o IRP 29,975 33,038 53,948 o 116,961 : 4 208
IRP-T | 20,956 32836 52,700 21 5514 387

As expected, from Table 2.8, in the case of 10 products, when lost sale
unit cost increases, it becomes binding to use transshipment as an additional
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measure to reduce loss of sales and also to balance inventories between POS,
which helps to reduce inventory holding cost. However, when the transship-
ment unit cost increases (see Table 2.9), fewer transshipment operations are
performed as the cost it generates can no longer be offset by its savings.
Therefore, we can conclude that the recourse to transshipment is due to
stock shortages, and it might be a good practice to reduce the inventory
costs. Moreover, trade-offs on unit costs are significant to safeguard cost
reduction.

2.6 . Conclusions & Perspectives

This paper addresses a two-level supply chain in which a company manu-
factures products and sells them through its customers (own POS network).
The problem of concern is a multi-product, multi-period, multi-vehicle in-
ventory routing problem with transshipment under a deterministic demand
and an ML policy. We formulate it as an MILP and exploit this formulation
to find good initial solutions. We also design a two-phase matheuristic that
integrates mathematical modelling strengthened with relevant derived valid
inequalities and hybridises sophisticated metaheuristics: Genetic Algorithm
and Simulated Annealing. The matheuristic was tuned with the parametri-
sation technique lIrace. Experimentations were performed on new datasets
specially designed for the IRP-T problem and are publicly available. Tested
first on 660 best-known instances for a single and multi-vehicle IRP, the
proposed algorithm proves to be efficient. Also, experiments highlight its
limitations regarding large instances. Tested on the specially designed in-
stances, the algorithm allows us to solve small-and-medium-sized instances
in a reasonable amount of time and also solve the model for large instances
up to 200 customers and 30 products. In what concerns the managerial
insights, we demonstrate the benefits of promoting inventory sharing among
different customers. This is a viable solution for supply chain managers aim-
ing to improve the system’s wide service level by dynamically reallocating
(excess) stocks while lowering the system's cost. We show that it is in the
company'’s interest to pool the customers’ inventory and agree to manage
all inventories collectively by entrusting the operations optimisation to the
company's warehouse. The later optimises the total cost by deciding on the
stock level of each customers and on the routes to be constructed over the
planning horizon. LT occurs to fully avoid shortages. Lost sales are allowed
when shortages occur and are used to measure the customer service level.
The sensitivity analysis highlights the extent to which transshipment can be
cost-effective by the savings it brings to reduce transportation costs, lost
sales and inventory holding.

Finally, as a research outlook, it could be interesting to investigate the
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benefits of LT under stochastic demands. Moreover, this work could be fur-
ther developed by considering a realistic market, representing a competition
between several POS, conflict of interest under joint control, pre-negotiated
cash payments between either symmetric or asymmetric POS, and with differ-
ent decision-makers. Nevertheless, depicting such markets requires a drastic
mathematical transformation of the model. Specifically, it could differenti-
ate between the decisions of the main stakeholders: CW, POS and carriers.
Furthermore, as both direct emergency shipping and transshipment signifi-
cantly contribute to environmental pollution, decisions related to fleet com-
position and fuel consumption alongside filling rate are to be considered in
future work. Finally, as for the resolution approach, it might be worthwhile
to check the performance of a pure metaheuristic algorithm to solve large
problem instances and use other promising techniques to enhance its search
performance.
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Spare parts inventory routing problem with transshipment and
substitutions under stochastic demands
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Abstract: We study a two-level spare parts supply chain in which a
manufacturer supplies a central warehouse (CW) with original equipment
manufacturer (OEM) and replacement or pattern parts (PP). The CW, dis-
tantly located from the manufacturer, distributes both OEM parts and PP
to a given number of customers facing stochastic demands. The demand for
spare parts is intermittent, exhibiting an infrequent rate and extreme disper-
sal overtime periods. Along with lateral transshipment, PP can be used as
substitutes for the OEM parts to sidestep shortages at customers. Assum-
ing that emergency shipments are significantly longer and more expensive,
we aim to underline the relative effectiveness of such a new spare parts in-
ventory management policy. A mixed-integer linear programming model is
proposed to solve the inventory routing problem with transshipment and sub-
stitution under stochastic demands. The objective is to minimise costs of
holding inventory and transportation, including regular shipment and trans-
shipment, substitution and lost sales. To solve the problem, Sample Average
Approximation method is used. Three demand patterns are studied based
on empirical goodness-of-fit tests: Poisson distribution, stuttering Poisson
distribution and negative binomial distribution. The model is tested on well-
known benchmark instances generated for multi-product multi-vehicle IRP.
Computational experiments highlight the benefits of promoting transship-
ment and substitution on the overall supply chain performance. Results also
suggest insights that interest professionals willing to develop new decision
support models for the most efficient management of such items.
Keywords: routing, transshipment, substitution, spare parts management,
sample average approximation

3.1 . Introduction

Generally, in the first level of a spare parts supply chain, producers or
manufacturers supply their customers with original equipment manufacturer
(OEM) parts and/or aftermarket parts, also called replacement parts or pat-
tern parts (PP). The latter are reverse-engineered OEM parts, designed to
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perform in the same way as OEM parts, are less expensive, have a quality
equivalent to or better than OEM parts, and are provided with a broader
range of variety ( ); ( ). Spare parts
customers such as distributors (or depots) and eventual re-sellers such as
shops and car dealerships are on the second level of the supply chain. The
critical role of the customers is to guarantee that end-user demands are met
while incurring the lowest logistical costs ( ).

An efficient spare parts inventory management is argued to be the back-
bone for reliable plant operations, cost reduction, and service level maximisa-

tion ( : ). Such items are at the most
significant risk of obsolescence and may collectively account for up to 60% of
the total stock value ( : )- Moreover, their demand pat-

tern is intermittent, exhibiting an infrequent rate and extreme dispersal over
periods which often hinders the reduction of lost sales to customers. This is
particularly true in the aerospace, IT, and automotive industry contexts (

, ). In this respect, the classical management models
mainly designed to guarantee smooth replenishment often do not apply (

: ). Thus, alternative methods to manage inventory within
the distribution network must be investigated to minimise logistics costs and
ensure a high customer service level commitment
( ). This paper proposes a new management policy consisting of pro-
moting multi-sourcing options to mitigate shortages: (1) regular shipment
from manufacturer, (2) inventory sharing, or so-called lateral transshipment
(LT) among customers, and (3) the use of PP as substitutes for OEM parts.
We focus mainly on the inventory routing problem (IRP) that arises in a two-
level spare parts supply chain in which a manufacturer distributes via her/his
central warehouse (CW) a set of spare parts to a given number of customers
facing stochastic demand. Indeed, assuming that emergency supplies from
the CW are significantly long and expensive, this paper promotes spare parts
substitution along with LT whenever demand exceeds the available stock at
the level of each customer. That is, LT and substitution can be considered
by customers to meet expected demands with the use of the same part from
the inventory of other customers (LT) or with the use of a PP as substitutes
for OEM parts held in their inventory (substitution).

Different incentives can promote the use of both LT and substitutions
among customers. Regardless of the type of item, promoting LT is a viable
solution for managers aiming to improve the system'’s broad service level by
dynamically reallocating (excess) stocks while lowering the lost sales cost
( , : , : , ). Another
criterion that can promote substitution is the ready availability of PP, which
increases the likelihood of the user switching more often to. Not to men-
tion the case where PP are of high quality. From the manufacturer’s point
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of view, it would be beneficial if she/he sells more PP than OEM parts by
relying on branding and pricing, especially in a market with fewer substi-
tute PP, which allows a higher probability of earning more significant profits.
Moreover, multiple-sourcing is a promising research field for spare parts man-
agement (e.g., producmg spare parts on-demand via additive manufacturing)
( , , ). With this respect, the use of PP
can be V|ewed as one of the more sourcing options available for spare parts
management since PP is a less expensive and less reliable sourcing option.
Another incentive for LT and substitution would be the slowness of the pro-
cedures regarding controlling the conformity of the imported spare parts to
local or international standards. For instance, most automotive spare part
distributors, such as Moroccan companies, often procure spare parts from
domiciled offshore suppliers ( ). The quality control
procedure can take up to over 15 days and even longer if the Ministry's de-
partments decide to rely on laboratories to analyse further the supplied parts

( ,b). Moreover, spare parts are often stored until the
results are published, which increases storage costs and renders emergency
supplies significantly long and expensive ( ).

On-demand distribution, parametric approaches rely upon a lead-time
demand distributional assumption and an appropriate forecasting procedure
for estimating the characteristics of a given distribution (i.e., means and
variance) ( ); ( );

( ). For the case of fast-moving items, the Normality
assumption is typically sufficient ( ). However, Stock Keep-
ing Units (SKUs) often exhibit intermittent or irregular demand patterns
that may not be represented by the Normal distribution ( ,

). This is almost invariably the case for spare parts since demands arise
whenever a component fails or requires replacement instead of being gener-
ated according to buying behaviours of end-consumers ( );

( ). The reader is referred to ( : ) for fur-
ther details on such non-Normal demand patterns. Demand for spare parts
exhibits thus an infrequent rate, extreme dispersal overtime periods, with
some periods having no demand. In the literature, intermittent demand pat-
terns are built from compound elements, namely a demand inter-arrival time
and distribution of the demand sizes, when demand occurs ( :

: , : , ). As
such, ( ) carry out an empirical analysis of the fitness of
different compound distributions and their stock-control effects concerning
inventories, demands and service levels in real-world contexts. According to
the authors, the compound Poisson distribution (called the stuttering Pois-
son), a combination of a Poisson distribution for demand occurrence and a
geometric distribution for demand size, outperforms in all considered data
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sets. In this paper, three compound distributions are considered. In addi-
tion to stuttering Poisson distribution, we conduct experiments for two other
distributions: Poisson distribution for demand occurrence, combined with
demands of constant size and negative binomial distribution.

This paper contributes to the literature in three main dimensions. It
studies a two-level spare parts supply chain where a manufacturer supplies a
CW with OEM and PP parts. The CW, distantly located from the manufac-
turer, distributes both OEM parts and PP to a given number of customers
facing stochastic demands. These customers may thus form a virtual pool
of their parts inventories, allowing LT. Unlike other research, our approach
integrates LT decisions in designing routes that carry out regular shipments
from CW. Substitutions are also possible among parts for which waiting is
not an option. In addition, Parts are assumed to be substitutable only if
they have the same shape, fit, and function. Substitution is also consid-
ered to be not bi-directional. That is, part 1 is, for example, substituting
part 2, and the inverse is not necessarily applied. Considering the aforemen-
tioned multi-sourcing options and assuming that emergency shipments are
significantly longer and more expensive, we aim to underline the relative ef-
fectiveness of the spare parts inventory management policy based on LT and
substitutions. We model the problem as a two-stage stochastic multi-product
multi-vehicle IRP considering LT and substitution as emergency measures to
mitigate shortages. The objective is to minimise the total cost, including
the inventory holding cost at the CW and customers, transportation which
includes regular shipment and transshipment, substitution and lost demands.
The sample average approximation method is used because of its good con-
vergence properties to solve the problem. Based on empirical goodness-of-fit
tests of ( : ), three different demand patterns are stud-
ied: Poisson distribution for demand occurrence, combined with demands of
constant size, stuttering Poisson distribution and negative binomial distri-
bution. The model is tested on well-known benchmark instances generated
for multi-product multi-vehicle IRP. Computational experiments provide in-
sights into the benefits of promoting transshipment and substitution on the
overall supply chain performance. They also suggest findings that may in-
terest practitioners willing to improve decision support models for the most
effective management of such items.

The remainder of the paper is structured as follows. Section 2 presents
related works. After a detailed description of the problem in Section 3, a
mathematical formulation and a solution approach are provided in Section
4. Section 5 reports computational results. Finally, section 6 presents con-
clusions and perspectives.

3.2 . Related work
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The classical IRP includes inventory management, vehicle routing, and
delivery scheduling decision problems ( : ). Such de-
cisions can be streamlined by introducing a vendor-managed inventory (VMI)
approach, which incorporates replenishment and distribution processes, re-
sulting in overall logistics cost reduction. The deterministic versions of the
IRP have been widely studied. Applications can be found in ( ,

, : , ). The most closely aligned Works to this pa-
per are the ones that studied the stochastic variant of the IRP. The Stochastic
IRP (SIRP) is similar to the deterministic IRP, except that the customer’s
demand is known in a probabilistic sense ( : )- More
recent works on SIRP include the one of ( : ), in which
stockouts and finite horizon SIRP are studied and solved using a dynamic
programming model and a hybrid roll-out algorithm. A similar problem is
addressed in a robust optimisation approach through MILP formulations by
( : ), who suggest a robust-based strategy for these demands
that assumes a uniform random behaviour. In ( ), the
authors develop a modified ant colony optimisation metaheuristic for the
multi-product SIRP. Considering stochastic customer demands and replen-
ishment lead-times, a robust inventory routing policy is addressed in (

). Dynamic SIRP under Maximum Level (ML) and Order Up-To |eve|
(OU) policies are studied in ( : ). Authors use a proactive
and reactive approach to solve the problem at hand. In ( , ),
this work is extended by addressing the robustness of inventory replenishment
and customer selection policies. In ( ), a SIRP with split de-
liveries and service level constraints is addressed. In ( ),
a multi-period IRP with stochastic stationary demand through a determin-
istic equivalent approximation model is studied. Finally, in ( ,

) the authors study a SIRP and incorporate constructive components in
a simheuristic they use to solve the problem.

It is in the latter context that ( ) introduce the concept

of LT between customers within a deterministic inventory routing (IRP-T).

( ) study a single-product, single-vehicle IRP-T and use an

Adaptive Large Neighbourhood Search heuristic (ALNS) to solve large-scale

instances. The authors assume that shortages are not permitted, and LT is
performed by a carrier's vehicles and not by the supplier. In

( ), the authors extend the work of ( ) by proposing

new sets of valid inequalities to strengthen the linear relaxation. A multi-

product IRP-T is studied and solved using a Randomised Variable Neighbour-

hood Descent in ( )- On stochastic IRP-T (SIRP-T), (
, ) study the stochastic version of the problem addressed in
( ). Under the same assumptions, the authors propose a reac-
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tive and proactive policy to solve the single-product, single-vehicle SIRP-T.

In ( ), @ multi-product, multi-vehicle SIRP-T is addressed
and solved using a Variable Neighbourhood Search algorithm. In
( ), a mathematical model that decides on proactive transshipment

under stochastic demand to reduce total costs and shortages in a blood sup-
ply chain is developed. Finally, single-product SIRP-T is studied in

( ). Lot sizing and perishability of the product are also
considered. The authors propose a Lagrangian relaxation-based heuristic to
solve the problem at hand.

Based on this literature review, it can be stated that fewer papers on
IRP-T and SIRP-T study a multi-product multi-vehicle version and take into
account lost sales due to the shortages as a measure of the service quality.
Moreover, in the design of vehicle routing, LT-related decisions are not inte-
grated as LT is always assumed to be subcontracted or handled by another
carrier’s vehicles. Indeed, to simplify the optimisation problem, authors iden-
tify just the nodes and periods when LT may take place and manage stocks
so LT may be performed. In this respect, this paper is thus intended to
fill this gap. Furthermore, to the best of the authors’ knowledge, none of
the existing papers incorporates product substitution within the settings and
promotes LT between customers to avoid shortages of parts. We study the
following a multi-product multi-vehicle SIRP-T and ML inventory policy. We
develop an appropriate model to underline the relative effectiveness of this
new spare parts inventory management policy based on LT and substitutions
and use average sample approximation (SAA) to solve it.

3.3 . Problem setting

We consider a spare parts supply chain with two levels. CW distributes
different parts to a certain number of customers (the second level). Com-
pared to the distance from the CW, the customers are located at a negligible
distance away from each other, and all hold low-demand spare parts. By
allowing LT, these customers form a pool that can share inventories. In
this paper, we assume that LT is not outsourced and incorporated into the
routes carrying regular shipments. We also assume that PP can also be trans-
shipped between customers. Given the demand distributions of customers,
at the beginning of the planning horizon, the CW's manager needs to choose
the routes, inventory levels, transshipment, and substitution decisions. Once
demand is realised if it exceeds the available capacity at the level of each
customer, spare part substitution and LT are used as a recourse. That is,
when critical OEM parts are unavailable, transshipped parts and the compat-
ible PP can be used to satisfy the customers’ demand. As is commonly the
case, we assume that the vehicle capacity is expressed as a function of the
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demands to be satisfied ( : ; : :

). We also assume that all PP made available to customers are reliable
and of good quality. Parts are substitutable only if they have the same shape,
fit, and function. We assume that the substitution is not bi-directional. We
also implicitly assume that emergency supplies from the CW are significantly
long and expensive. Therefore, LT and substitutions are favoured over the
use of emergency supplies. Customers can then consider transshipment and
substitution to meet expected demands using the same part from the inven-
tory of other locations (transshipment) or using a compatible part from their
inventory (substitution).

The problem of concern can be addressed as a two-stage stochastic
inventory-routing problem considering transshipment and substitution as emer-
gency measures to mitigate shortages. We assume the routing (which cus-
tomers to visit in each period) is the first-stage decision. The quantities to
deliver, including transshipment, the lost sales at each period, and the inven-
tory levels and substituted quantities are adjusted to the scenario. The goal
of the stochastic approach is to find the solution that minimises the routing
cost plus the expected cost of both inventory, transshipment, substitution
and shortage due to loss of sales.

3.4 . Mathematical formulation

3.4.1 . Mathematical modelling

The SIRP-TS is defined on a graph G = (N, .A), where N is the vertex
set indexed by i € {0,...,n} and A = {(4,7) : 4,5 € N,i # j} is the
edge set. Vertex O represents the CW, and the set Ny = N'\{0} denotes
the customers. The length of the planning horizon is H with discrete time
periods t. Each customer i € N has demands for spare part p € {1, ..., m}
per period t € H = {1, ..., T} which is a random variable D,;,. A scenario,
denoted w, is a set of potential demands that appear by the end of the
horizon H. We denote the set of scenarios for the realisation of demands
by 2. Thus, D,;(w) denotes the demand of a customer i of a spare part
p in period ¢ in scenario w € {1,...,|Q2|}. Moreover, each customer and
the CW, ¢ € N, incur unit inventory holding costs, h,;, per period and
per spare part p € {1,...,m}, with inventory capacities K;. Inventories
are not allowed to exceed the holding capacity and must be positive. At
the beginning of the planning horizon, at each location i € N, the current
inventory levels I, of the spare part p are known. A set of homogeneous
vehicles v € V' = {1,...,k} is available, each with a capacity @ in terms
of the spare part without distinction between them, with a being a fixed
transportation cost per km. Each vehicle is able to perform a route per
period. A distance d;; is associated for all (i, j) € A. A transshipment can
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start from any customer, i.e., a customer can transfer to other locations as
needed. transshipment can occur when it is profitable to ship spares between
customers. As in ( ), we choose a transshipment cost per
unit of b;; =0.01 a d;;. The unit cost of substituting a spare part p by s € P
is cps. All possible combinations according to the parts’ compatibility are
represented by 0,5, which is equal to 1 if a spare part p is compatible with
a spare part s, and 0 otherwise. The lost sales cost associated with a spare
part p at the customer ¢ is f,;, and the quantity of spare parts shipped by the
manufacturer (from the factory) to the CW during period ¢ is g,:. Finally, it
is assumed that holding and vehicle capacities, and quantity shipped by the
manufacturer are exogenous parameters and are not under the control of the

CW. All of these notations as well as decision variables are summarised in
Table 3.1:

Table 3.1: Notation summary

Sets
N Set of nodes including CW
No Set of customers
H Planning horizon indexed by ¢
\4 Set of vehicles indexed by v
P Set of spare parts indexed by p
Q Set of scenarios indexed by w; w € {1,..., |Q2]}
Parameters
a Transportation cost per km
dij Distance in km between (4, j) € A
hpi Unit inventory holding cost per period for spare part p at node i € N
bij Unit transshipment cost between node i € N and node j € N
K; Maximum inventory capacity at node i € N
Ipio Inventory level of a spare part p at location i € N at the beginning of the planning horizon
Q Vehicle capacity
Csp Unit cost associated with the substitution of a spare part p by a substitute s
Osp Equal to 1if a substitute part s is compatible with a a spare p, and o otherwise
Variables
Tijut Equalto 1if (2, j) € A is visited by the vehicle v in period ¢, o otherwise
Uyt Equal to 1if the vehicle v is used in period ¢, o otherwise
Ipit(w) Inventory level of a spare part p at a location i € A at the end of period ¢ for a scenario w
Qpit(w) Quantity of a spare part p delivered from the CW to the customer i € N in a period ¢ for a scenario w

Apijut (W) Quantity of a spare part p transported from a location ¢ € A to alocation j € N by vehicle v in a period ¢
for a scenario w. This quantity includes regular shipment from CW and transshipment between customers

Ypijot (W) Quantity of a spare part p transshipped from the customer i € AN to the customer 5 € N by vehicle v
to address a shortage of spare p in a period ¢ for a scenario w

wpit(w) Lost sales quantity of a spare part p at the customer i € Ny in a period ¢ for a scenario w

Zspit (W) Quantity of a spare part s substitute for spare part p used at the customer 4 in period ¢ for a scenario w to
satisfy a part of the unsatisfied demand for D ;¢ (w) and for all 05, =1

The formulation of the SIRP-TS can be written as:

min 35" S adiri + |_;2| SIS hidyae)+

teH veV ijeN we LteH ieN peP

DD bihiulw)

pEP teH veEV i,jEN)

* Z Z Z Friwpin(w) + Z Z Z CspZspit(W) (3.1)

teH ieNy peP teH ieNy p,s€P
Subject to:
Lpit(w) = Dpig—1(w) + Qpit(w) — Dypir(w) + wpir(w)+
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DD Waiint(@) = Ypijur (@)

veV j£ieNy
+ D (zapit(w) = zpsit(w)) VP EP i€ Nyt €H (32)
S#EPEP
IpUt(w> = 1pOt— 1 Z szt + Gpt Vp € Pat eH (33)
ieN
Quit(@) =Y Y Wpijor(w) = Ypjint (W) + Gpigor (@) = Gjine (@)
veV i#jeNy

VpeP,jeNy,teH (3.4)
D o) =0 VieNpveViteH (3.5)
peEP
Z V< K; VieN,teH (3.6)
peEP
ZQpZJvt < szﬂ)t \V/Z,j € Na v e VYat € H (37)
peP
D Gijut(w) < Quyy Vi, jEN,veVieH (3.8)
peEP
Z Z Ypijor (W) < Tpy—1(w) VYpeP,ie Ny, t €H (3.9)
veEV j#IiENy

Z Tijor = Z Z jiot VJ € N,’U € V,t eH (3.10)
i#jeEN i#jeEN

SN wu <l VieNteH (3.1)
i£jEN veEV
Z Tojut = Uyt Yo € ‘/,t cH (3.12)
JENO
duw<k VteH (3.13)
veV
ypijvt(w) < LEUWKJ’ VZ,j € N,p c P,’U S ‘/,t eEH (314)

The objective function (3.1) minimises the total cost. The first term

corresponds to the transportation costs, the second term to the inventory
cost at the CW and customers’ locations, the third term to the transship-
ment costs, the fourth term to lost sales costs at the customers' locations,
and the last term corresponds to the cost of substitutions. Constraint (3.2)
indicates that for each customer i and for each spare part p, the inventory
level at period ¢ is the inventory level at the previous period plus the delivered
quantity of the spare part p and the lost sales w,;; if any, minus the demand,
plus the difference between the quantity of spare part p transshipped to and
from i, plus the difference between the quantity of spare part s used as a
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substitute of p and the quantity of p used as a substitute of the other spare
parts. Constraint (3.3) expresses the conservation conditions of inventory at
the CW over successive periods. The conditions take into account quanti-
ties delivered to the CW and to the customers. Constraint (3.4) expresses
the flow conservation conditions at a customer j. Constraint (3.5) states
that at the end of each period, vehicles must return back empty to the CW.
Constraint (3.6) guarantees that inventory levels do not exceed the maxi-
mal available inventory capacity. Constraints (3.7) and (3.8) state that the
maximum capacity of the vehicle is not exceeded. Constraint (3.9) states
that the quantity transshipped from a customer i at a period ¢ does not
exceed the initial inventory level at this period. Constraint (3.10) stipulates
that if a vehicle v visits the customer j, it must leave j in the same period
t. Constraint (3.11) ensures that, at most, one vehicle v visits a customer
per period. Constraint (3.12) ensures that only vehicles carrying parts leave
the CW. Constraint (3.13) stipulates that the sum of vehicles used in time
period ¢ is bounded by the number of available vehicles. Constraints (3.14)
ensure that spare part p is transshipped from the node 7 to the node j by
vehicle v if the arc (i, ) is being used by the vehicle v during the period ¢.

3.4.2 . Sample Average Approximation

Given their inherent analytical complexities and high computational re-
quirements, solving large-scale stochastlc optimisation problems is highly
challenging ( , : , ). The SAA
method's good convergence properties, which have been thoroughly explored
in the literature, are one of its most appealing features (

; : ). With regards to SAA estimators’ consistency, WhICh
is often seen as a minimum criterion on any excellent estimator, (

, ) stress, in a somewhat general fashion, that the sequence of
approximate objective function epi-converges to the optimal solution. This
enables the inference of sets of optimal values with high consistency. An
alternate approach has been followed based on the epi-convergence. This
approach draws from a strong consistency of optimal estimators by construct-
ing almost sure uniform convergence ( : ). In(

, ), authors examine the rates at which optimum SAA estimators
converge in the nearly certain and mean sense with their deterministic coun-
terparts. Finally, in ( ), the SAA method is applied to three
classes of 2-stage stochastic routing problems. Through considerable exper-
imentation, the authors proved the excellent convergence properties of SAA
and the high quality of solutions to the stochastic programming problems
under consideration. The reader, if interested, is referred to this paper for
further details. For all these reasons, SAA has been widely used to cover a
large variety of applications such as stochastic supply chain design and opti-
misation problems of large scale ( , ); stochastic knapsack
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problem ( , ) and reliability-based design of engineering
systems ( : ).

In SAA, the objective function value of the stochastic problem is unknown
and approxmated using a random sample estimate (

: , ). The objective function is
evaluated |terat|ve|y for a given number of scenarios before the optimality
gap falls below a particular threshold value. SAA provides a straightforward
framework conducive to parallel implementation and reduction of variance
techniques. It also possesses good convergence properties and well-developed
statistical methods to validate solutions and perform error analysis. For this
reason, SAA is used to solve the SIRP with transshipment and Substitution
(SIRP-TS).

SAA approximates the expected cost of the objective function by the
average sample function. This expected cost is replaced by the mean value of
a random set of samples (w!, w?, ..., W) of size Q2| obtained by the Monte
Carlo method, where € is the set of w-indexed scenarios. Each time, this is
repeated L times with different samples, resulting in a candidate solution.
Thus, SAA method generates L separate sample sets ;, [ € {1,..., L}. For
each scenario set, (), the related SAA problem (where ) is replaced by
in SIRP-TS) is solved and generates a candidate solution. Therefore, the
first-stage solution is fixed for each candidate solution, and the value of the
objective function for a very large sample with [ scenarios is computed. This
value is computed in the case of the two-stage model SIRP-TS by solving a
pure linear programming problem on the second-stage variables.

With a reasonable level of accuracy, SAA solves the real problem if certain
conditions are met ( , : , ).
These requirements and justifications for how SIRP-TS meets them are as
follows:

1. a sample realisation of the random variable can be generated. For
SIRP-TS, this can be done for each random variable D,;; which repre-
sents demand each customer i has to satisfy for each spare part p and
for each period ¢ (see Section 3.5.1.2).

2. with moderate sample size, the SAA problem can be solved effectively.
In the computational experiments section, we will show that for most
test instances, with a sample size of 20, we can solve SIRP-TS in a
reasonable amount of time.

3. the expected costs can be easily calculated by solving the model for a
given first-stage solution and a given realisation of demand.

4. there is a complete recourse to the actual problem, i.e. every solution
to the first stage problem is feasible for the second stage. In SIRP-TS,
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this is made possible by assuming that transshipment and substitutions
are always used when demand cannot be met with the related first-
stage variables.

Statistical estimates of the lower and upper bounds on the objective
function value of the stochastic problem, as well as estimates of the variances
of these bounds, can be computed to evaluate the quality of the SAA solution
( : ; : ). Let X' be a candidate
solution to the first stage with an objective function F'. To estimate the
lower bound of the true objective function value, the mean F and the variance

&3, of the objective function £, ..., F'*
1 L
F_ il
F = T § F (3.15)
=1
1 . _
~2 _ § l 2

The lower bound is then expressed as:

LB=F — Xz ,001 (3.17)

where X, is the m-critical value of the x-distribution with p degrees of
freedom, p=L — 1

By assessing the solution with a very large scenario tree of size |{)'| that
is assumed to represent the true distribution of demand, the upper bound
on the true objective function value of each candidate solution is computed.
As each scenario w € {1, ..., ||} is an i.i.d. random sample, the problem
of assessing a candidate solution is broken down into €2’ sub-problems. The
size of ) which is the scenario tree is far larger than the one held in any
SAA run ( : ). The objective function value of a given
sub-problem w is denoted as 1,,(X!) , which is calculated as:

= Z Z Z hopiLpir(w) + Z Z Z Z bijYpijut(w)

teH ieN peP PEP teH vEV i,jEN)
DD D o)+ DD Y cozgnlw)  (318)
teH i€ENy peP teH i€Np p,seP

It has be noted that, || can be very large since each subproblem is
solved separately without creating a significant computation complexity. The
approximation of the true objective value, denoted as 1(X"), of the second
stage problem is computed as:

€]

’Q,‘ Z (X (3.19)
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The value of the true objective function, F', for a candidate X' and its
variance 6%,(X!) as computed then as follows:

Fl =X + Z Z Z ad;; ;o1 (3.20)

teH veV i jeN

52 ! 1 - l 12
Ol (X7) = =1 ;(%(X ) — (X)) (3.21)

The upper bound of the candidate X!, ¢! is then computed as:
P = F' — Tﬁ&fﬂ,l(Xl) (3.22)

where 7, is the m-critical value of the 7-distribution. The upper bound of
the algorithm is the smallest ¢' and the candidate solution X refers to the
solution with the smallest upper bound solution that results in the smallest
optimality gap for all candidate solutions:

~

X = argmineq,. oy (¢) (3.23)

3.5 . Computational experiments

This section presents the experimental design adopted in this paper as
well as the computational results.

3.5.1 . Experimental design
3.5.1.1 . SAA setting

To solve the SIRP, |2|=20 scenarios are used to compute the expected
costs of the second stage. Each scenario is repeated L=20 times to calculate
the LB on the expected value. This choice is based on a trade-off between
the optimality gap and computational time. For the UB on expected cost, all
L candidate solutions are assessed using a scenario tree of |©2'|=800. Finally,
all optimisation steps are carried out with a personal computer (MacBook
Pro, macOS Big Sur, 3.3 GHz Quad-Core Intel Core i7 CPU with 8 GB of
RAM) and with CPLEX 12.9 and Python 3.7. A maximum time limit of
1200 seconds is fixed.

3.5.1.2 . Demand distributions

The demand for spare parts occurs when a component fails or needs re-
placement rather than triggered by the end-user purchasing behaviours (and
the way demand moves upstream in a supply chain). It is possible, then,
to identify such items as sporadic and slow movers arising at irregular inter-
vals and variable sizes. It is preferable to model spare parts demand from the
constituent components, i.e. the demand size and the inter-demand interval.
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Consequently, compound theoretical distributions (which specifically include
the combination of size and interval) are widely used in such application con-
texts ( , : , : ,

). In this paper, demands each customer i has satisfy per spare part
p and per period ¢ are random variables D,;;. Different distributions have
been studied based on empirical goodness-of-fit tests. Discrete distributions
are chosen since they provide a better fit for intermittent demands compared
to continuous ones. According to ( ), these distributions
are (1) Poisson distribution (PD) for demand occurrence with demands of
constant size; (2) stuttering Poisson distribution (SPD), with Poisson distri-
bution for demand occurrence and a geometric distribution for demand size;
and (3) negative binomial distribution (NBD), with a Poisson distribution for
demand occurrence and logarithmic distribution for demand size.

For 5 = 0,1,2, ... , the distribution functions of Poisson distribution
occurrence PD,(3) can be expressed as:
N8 eB
PD\(B) = 7 (3.24)

the stuttering Poisson distribution SPDy ¢)(8) as

B — . .
SPDuo(B) = 3 eﬁA.—(ﬁ, 1)0%1—9)5‘2 (3.25)

1<i<p

where X and @ are the Poisson and geometric distribution parameters, and
the Negative Binomial distribution NBD(r, u)(8) as:

B+r—1
B

where 7 is the number of successes, and  is the probability of success.

To generate an independent and identical distributed (i.i.d.) random
sample of || realisations of D, for each distribution under consideration,
the Inverse Transform Sampling algorithm 3 is used.

NBD(r,u)(B) = ( )u’"(l — )’ (3.26)

Algorithm 2 Inverse Transform Sampling

1. procedure ITS(F) > Fis a distribution function
2: a < Generate random number
from the standard uniform distribution in [0, 1];
3 [« Fla)
4. end procedure
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3.5.1.3 . Other input data

First, the model is tested on randomly instances generated by

( ) for multi-product multi-vehicle IRP. Following a brief
description is provided, and the reader is referred to their paper for fur-
ther details. The dataset can be downloaded from http://www. leandro-
coelho.com/instances/. For each instance, the number of customers varies
between 10 and 50, and the number of products and vehicles varies between
1 and 5. Each instance contains 3, 5 and 7 periods. Product availabil-
ity at the CW is a multiple of a number randomly generated according to
a discrete uniform distribution in the interval [50,140], and the maximum
inventory level is a multiple of a number drawn randomly from [150, 200].
The initial inventory level is a randomly generated number in the interval
[100, 150]. Holding costs are randomly generated from a continuous uniform
distribution in the interval [0.02,0.2]. As in ( ) shortage
penalty cost equals 200 times the holding cost.

Secondly, to highlight the benefit of promoting substitutions and trans-
shipment on the overall supply chain performance, we use the same set of
instances but this time for a number of products varying between 20 and 40.
For each customer, period and spare part Poisson and geometric distribution
parameters A\ and 6, as well as the NBD parameters r and p, are random
numbers generated between 0 and 1.

An instance name is referred to as n [number of customers] m [number of
spare parts| k [number of vehicles] T [number of periods], e.g. n5m20k2T5 is
an instance consisting of 5 customers, demands for a number of spare parts
equal to 20 performed by two vehicles in a planning horizon that corresponds
to 5 days.

3.5.2 . Computational experiments

This section presents each computational distribution result obtained for
all instances under consideration. Detailed results are shown in Appendix B.
For an illustrative purpose, Table 3.2 reports costs computed for products
varying between 1 and 5 and the number of customers equal to 10. It
provides the first and second stage (FSC, SSC), standard deviation regarding
the upper and lower bound (UB, LB), and CPU time in the second. Table
3.3 reports for all instances under consideration the breakdown of costs,
namely: Transportation (T), Inventory (), Lost sales (LS), substitution (S)
and transshipment (Ts). All experiments are performed for four different
models: SIRP, SIRP with Transshipment (SIRP-T), SIRP with Substitution
(SIRPS) and finally, SIRP-TS. They also report cost-saving (CS) computed
concerning total cost (TC), which is expressed as follows:

TC — T'Cs1rP—with—
g — L YSIRP SIRP—with—X

(3.27)
TCsrrp 3
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Table 3.2: Computational results for a number of product varying between 1and 5 - number of customers equal to 10

Instances Model PD SPD NBD

FSC SSC LB (%) UB (%) CPU (s) FSC SSC LB (%) UB (%) CPU (s) FSC SSC LB (%) UB (%) CPU (s)

n10m1k3T3 SIRP 1590.2 2512.6 0.01 0.09 30 2116.6 2921.7 0.06 0.07 36 2409.4 3868.3 0.04 0.09 45
SIRP-T 1436.8 2091.6 0.07 0.00 45 1696.1 2456.9 0.03 0.08 50 2160.0 3031.1 0.02 0.05 63

n10m1k3T5 SIRP 3430.0 5100.2 0.08 0.07 82 3719.8 5825.5 0.10 0.01 91 3869.7 7956.9 0.09 0.05 114
SIRP-T 2995.1 4511.5 0.07 0.01 75 3105.2 5339.7 0.01 0.05 90 3480.2 6273.7 0.03 0.04 121

n10m1K3T7 SIRP 4820.3 7291.1 0.07 0.01 116 5741.6 8961.6 0.01 0.04 129 7043.9 9908.9 0.05 0.02 161
SIRP-T 4255.8 6402.3 0.08 0.03 113 4483.3 7389.8 0.06 0.05 124 5655.1 8117.7 0.01 0.01 160

SIRP 1928.0 2722.3 0.09 0.01 48 2219.4 3430.7 0.01 0.08 63 2506.8 3764.9 0.10 0.06 78

n10m3k3T3 SIRP-T 1572.1 2427.1 0.03 0.04 34 1914.3 2896.8 0.04 0.09 37 2385.0 3378.7 0.08 0.10 46
SIRPS 1618.0 1567.2 0.08 0.06 60 2143.6 1945.7 0.09 0.06 74 1955.8 3774.7 0.04 0.07 92

SIRP-TS 1686.2 1141.5 0.09 0.01 75 2158.9 905.3 0.02 0.10 97 2604.9 1710.1 0.01 0.02 120

SIRP 3768.4 5835.1 0.06 0.09 89 4589.7 7145.7 0.09 0.06 109 5677.9 9073.6 0.00 0.06 134

n10m3k3T5 SIRP-T 3401.3 4953.7 0.07 0.07 68 4112.0 6031.0 0.03 0.09 84 4500.6 7549.3 0.01 0.08 102
SIRPS 3537.7 5009.5 0.04 0.06 41 3508.1 6201.5 0.05 0.00 47 4657.0 7489.6 0.00 0.03 59

SIRP-TS 3463.2 4891.9 0.06 0.06 58 3677.1 4513.4 0.03 0.04 71 4276.2 5934.5 0.05 0.02 92

SIRP 5344.0 7946.3 0.06 0.09 87 6189.7 9971.3 0.09 0.03 104 7173.8 11282.1 0.02 0.05 139

n10m3k3T7 SIRP-T 4649.3 7311.9 0.06 0.01 111 5194.3 8489.4 0.08 0.01 133 5751.7 9916.2 0.05 0.09 178
SIRPS 4655.1 6907.5 0.07 0.04 75 5397.3 7518.0 0.02 0.02 89 5725.0 9553.9 0.06 0.01 109

SIRP-TS 4519.3 6910.4 0.08 0.02 74 5263.8 5669.0 0.05 0.07 85 5486.2 8536.5 0.04 0.08 105

SIRP 2427.0 3663.3 0.06 0.06 69 2911.1 4068.3 0.06 0.01 79 3107.2 5009.9 0.06 0.02 101

n10m5k3T3 SIRP-T 2212.8 3268.5 0.02 0.01 63 2654.7 3939.2 0.04 0.03 71 2873.5 4870.3 0.02 0.03 89
SIRPS 2010.2 3227.4 0.08 0.00 79 2452.0 3482.2 0.06 0.01 103 2399.8 5264.4 0.05 0.03 139

SIRP-TS 2201.2 2019.2 0.07 0.01 71 2581.2 1679.3 0.08 0.02 81 2828.6 3615.1 0.04 0.10 104

SIRP 4883.5 7056.7 0.09 0.09 180 5099.8 8583.6 0.04 0.03 203 5588.2 10188.8 0.02 0.03 258

n10m5k3T5 SIRP-T 4094.7 6412.7 0.09 0.00 90 4888.8 7688.5 0.04 0.04 116 6039.0 8406.0 0.09 0.01 156
SIRPS 4311.4 6434.8 0.01 0.05 96 5176.6 5912.2 0.09 0.07 115 6512.9 7023.6 0.06 0.01 153

SIRP-TS 4188.9 5257.9 0.02 0.02 89 5040.5 5640.0 0.07 0.08 114 5184.1 5980.0 0.08 0.06 153

SIRP 5518.0 8522.7 0.02 0.01 133 6236.3 9882.4 0.08 0.02 166 8595.4 11407.9 0.07 0.05 213

n10m5k3T7 SIRP-T 5221.5 7415.2 0.09 0.09 130 6147.2 8751.4 0.04 0.10 168 5789.0 12538.1 0.06 0.04 225
SIRPS 4863.5 7632.7 0.05 0.06 100 6102.8 8192.9 0.05 0.03 110 5605.6 10562.8 0.07 0.01 147

SIRP-TS 4904.3 5786.0 0.02 0.01 135 6215.0 6329.8 0.01 0.00 169 7031.5 7160.4 0.03 0.07 209
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Table 3.3: Breakdown of cost for a number of product varying between 1 and 5 - number of customers equal to 10

Instances Model PD SPD NBD

T | LS S Ts CS (%) T | LS S Ts CS (%) T | LS S Ts CS (%)

n10m1k3T3 SIRP 1590 1340 1173 0 0 2117 2029 893 0 0 2409 2442 1427 0 0
SIRP-T 1437 739 541 0 812 14 1696 835 624 0 998 18 2160 1677 192 0 1162 17

n10m1k3T5 SIRP 3430 3325 1775 0 0 3720 4314 1511 0 0 3870 5474 2483 0 0
SIRP-T 2995 1819 1077 0 1615 12 3105 2328 1159 0 1852 12 3480 3465 596 0 2213 18

n10m1k3T7 SIRP 4820 4284 3007 0 0 5742 5465 3497 0 0 7044 5540 4369 0 0
SIRP-T 4256 2831 1350 0 2222 12 4483 2566 1997 0 2827 19 5655 4828 645 0 2645 19

SIRP 1928 1376 339 1007 0 2219 2188 1243 0 0 2507 2189 1576 0 0
n10m3k3T3 SIRP-T 1572 1084 534 0 809 14 1914 1184 596 0 1117 15 2385 1832 291 0 1257 8
SIRPS 1618 506 490 572 0 32 2144 762 612 571 0 28 1956 1923 605 1247 0 9
SIRP-TS 1686 182 182 360 418 39 2159 222 96 315 273 46 2605 507 10 532 661 31

SIRP 3768 2982 2853 0 0 4590 4311 2835 0 0 5678 5513 3560 0 0
n10m3k3T5 SIRP-T 3401 2167 1134 0 1653 13 4112 2673 1540 0 1819 14 4501 4605 10 0 2935 18
SIRPS 3538 2385 1067 1557 0 11 3508 2478 1682 2042 0 17 4657 4629 725 2135 0 18
SIRP-TS 3463 842 526 1598 1925 13 3677 848 305 1633 1728 30 4276 1831 45 2081 1978 31

SIRP 5344 4217 3729 0 0 6190 7214 2757 0 0 7174 8738 2544 0 0
n10m3k3T7 SIRP-T 4649 2260 2219 0 2833 10 5194 3327 1872 0 3290 15 5752 5842 462 0 3612 15
SIRPS 4655 2404 2023 2480 0 13 5397 2952 1906 2660 0 20 5725 6953 10 2591 0 17
SIRP-TS 4519 1339 1164 2153 2253 14 5264 1184 594 1944 1948 32 5486 2320 46 2892 3278 24

SIRP 2427 2432 1231 0 0 2911 2534 1535 0 0 3107 2532 2478 0 0
n10m5k3T3 SIRP-T 2213 1125 1075 0 1068 10 2655 1432 1041 0 1466 6 2873 2444 682 0 1744 5
SIRPS 2010 1421 859 948 0 14 2452 1395 1004 1084 0 15 2400 3320 1 1944 0 6
SIRP-TS 2201 381 170 672 796 31 2581 407 190 566 517 39 2829 971 2 1318 1324 21

SIRP 4884 4156 2900 0 0 5100 5575 3009 0 0 5588 5458 4731 0 0
n10m5k3T5 SIRP-T 4095 2753 1511 0 2149 12 4889 2701 1841 0 3146 8 6039 4311 875 0 3219 8
SIRPS 4311 2943 1508 1983 0 10 5177 2529 1627 1757 0 19 6513 4832 211 1981 0 14
SIRP-TS 4189 683 673 1904 1997 21 5040 1247 434 1857 2101 22 5184 1769 351 1970 1890 29

SIRP 5518 5922 2601 0 0 6236 5506 4376 0 0 8595 7830 3578 0 0
n10m5k3T7 SIRP-T 5221 2853 2027 0 2535 10 6147 3830 1910 0 3011 8 5789 8263 381 0 3894 8
SIRPS 4864 3457 1521 2655 0 11 6103 3981 1835 2377 0 11 5606 6178 852 3533 0 19
SIRP-TS 4904 817 754 1916 2299 24 6215 1237 654 2396 2043 22 7031 1741 54 2581 2784 29




From Table 3.2 and Appendix B, we can notice that, for all instances
and demand patterns under study, any cost reduction is made possible by
allowing LT between customers and substituting spare parts. Indeed, from
Table 3.3 and Appendix B, we can see that these emergency measures allow
for reducing holding and transportation costs along with lost sales.

For all sets of instances and models, we can see that when substitution
and LT are not considered, the supply chain seems to experience high trans-
portation, inventory and lost sales costs for the three different distributions.
When LT is allowed (SIRP-T), the customers receiving the quantity latterly
transshipped are permitted to satisfy even more (sometimes wholly) demand
and reduce lost sales. The customers from which the LT is carried out are
allowed to lower their inventory holding costs. When the substitution is also
allowed (SIRPS), compared to the SIRP model, we observe a reduction in
lost sales costs and holding inventory. Indeed, quantities that might be later
transshipped from a customer can be used at its level as a substitute for
other spare parts, reducing the lost sales. For SIRP-TS, we observe that it
considerably reduces costs compared to the other models. Indeed, in addition
to what can be received through LT, each customer can use the quantities
of spare parts, if compatible, that could constitute idle stock (which leads
to high holding cost) to meet the demand for other spares. Moreover, based
on our assumptions, PP can also be transshipped to be used as a substitute
for additional spare parts using substitution.

Concerning the demand patterns, we observe that a very low variability
in-demand size (as in the case of PD) can be less stressful, regardless of
the average inter-demand interval. Indeed, when the demand size exceeds
the quantity available to be promised, the emergency measures cannot be
sufficient to mitigate any loss of sales. Therefore, the benefits of promoting
transshipment and substitution rely on the extent to which demand variabil-
ity is considered a stressful scenario. The computational experiments also
stress that the benefit of transshipment and substitution can be less notable
for some instances, as in the case of instances n10m1k3T3 and n10m20k3T7
in Table 3.3 with a saving equal to 10% for SIRP-T model. As LT depends
on the travelling distances and is incorporated in route decisions, the related
cost cannot sometimes be offset by the savings it brings in reducing inven-
tory and lost sales costs. In such context, the substitution would be given
higher priority as compared with LT as we could substitute spares at the
level of the customer itself, and thus no further shipment would be required.
Furthermore, compared with the other configurations, the combination of
LT and substitution always allows for a reduction in total costs. On the
other hand, the two alternatives help mitigate lost sales, but they can lead
to higher costs. Thus, LT and substitution can be of much interest as long
as the costs they incur can be offset by the savings they enable.
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As for SAA performance, from Table 3.2 for example, we can notice a low
variability in the solutions of the SAA runs (based on the standard deviation
computed for the UB and LB) which shows the sampling stability of the
different runs. We note, however, that the maximum time limit of each SAA
run (the 1200s) is reached for some instances and models under consideration
(see Tables in Appendix B, for example), which means that some of the SAA
runs might not have been resolved to optimality, hindering the quality of the
candidate solutions and, in turn, the optimality gap. However, there is no
incentive to increase the number of scenarios retained in the SAA problem
due to the low variability in the solutions across various instances under the
current setting. Moreover, CPU time for some instances is small, meaning
optimality is reached (see Table 3.2). For future studies, algorithms can be
developed to enhance the quality of solutions within a reasonable amount of
time because of the combinatorial complexity of the problem.

3.6 . Conclusions & Perspectives

In this paper, we consider a two-level supply chain. At the first level,
a manufacturer-owned central warehouse distributes spare parts to a given
number of customers (the second level). Spare parts demand arises when
a component fails or requires replacement instead of generated according
to end-consumer buying behaviours. We model the problem as a shared
inventory-routing problem considering the two flexible instruments of trans-
shipment and substitution to mitigate shortages. We assume that lost sales
are allowed when a shortage occurs.

Based on empirical goodness-of-fit tests, three discrete distributions are
chosen since they provide a better fit for intermittent demands than con-
tinuous ones. These distributions are the Poisson distribution for demand
occurrence, combined with demands of constant size, the stuttering Poisson
distribution, and the negative binomial distribution.

We have used the SAA method to solve the problem because of its good
convergence properties. For the different demand patterns under consider-
ation, computational results highlight that allowing transshipment and sub-
stitution is beneficial as they reduce holding and transportation costs along
with lost sales. In addition, experiments show the impact of transshipment
and substitution on the overall performance depends on the size variability
of demands, regardless of the average inter-demand interval. Moreover, they
stress that transshipment and substitution can only be of such interest as
long as the costs they incur can be offset by the savings they enable. Due to
combinatorial complexity, metaheuristics must be developed for future stud-
ies to enhance the quality of the candidate solutions. It is also possible to
extend this paper to examine a multi-echelon of centralised or decentralised
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supply chains. Other policies and non-parametric methods for demand may
be investigated, whereby the distribution of empirical distribution is instead
directly constructed from the data. It is also possible to investigate stochas-
tic lead time, production, and demands. Moreover, the reliability of PP can
be integrated into the model as it affects the customers’ future requirements
concerning the spare parts to be supplied with. Finally, using metaheuristics
and solving the problem in the case of large experimental data sets are nec-
essary to strengthen the present analysis and generalise findings that can be
applied to more complex supply chains.
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Abstract: In this paper, we investigate a two-level supply chain consist-
ing of a company which manufactures a set of products and distributes them
via its central warehouse to a set of customers. The problem is modelled
as a dynamic and stochastic inventory routing problem (DSIRP) that con-
siders two flexible instruments of transshipment and substitution to mitigate
shortages at the customer level. A new resolution approach, based on the
hybridisation of mathematical modelling, Genetic Algorithm and Deep Re-
inforcement Learning is proposed to handle the combinatorial complexity of
the problem at hand. Tested on the 150 most commonly used benchmark
instances for single-vehicle-product DSIRP, the proposed algorithm outper-
forms the current best results in the literature for medium and large instances.
Moreover, 450 additional instances for multi-products DSIRP are generated.
Different demand distributions are examined in these experiments: Normal
distribution, Poisson distribution for demand occurrence, combined with de-
mands of constant size, Stuttering Poisson distribution, and Negative Bino-
mial distribution. Regarding managerial insights, results show the advantages
of promoting inventory sharing and substitutions on the overall supply chain
performance.

Keywords: dynamic and stochastic routing, transshipment, substitution,
genetic algorithm, deep reinforcement learning

4.1 . Introduction

Highly competitive markets drive companies to efficiently and accurately
satisfy their customers’ demands across their supply chain. The lead times
in most industries must be relatively short, and companies must be flexible
enough to meet highly variable demands. Companies also should efficiently
manage their capital assets to guarantee profitability. This highly depends
on their capacity to maintain their manufacturing and logistical capabilities
to meet their customers’ service requirements. In practice, to mitigate this
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issue, firms may promote inventory sharing among multiple locations within
the same distribution network, leading to significant cost reductions. This
type of inventory sharing is commonly referred to as lateral transshipment
(LT) ( , 2011; , 2001).

In such competitive markets, customers choose from various products
according to their needs. They may choose to buy their preferred products
or replace them with different ones in case of unavailability. Substitutes can
lead to healthy market competition between products, which is in the cus-
tomers’ best interest, preventing a market monopoly. This can be the case
of food products; perishable products (e.g., artificial blood that can be used
as a substitute to mitigate the risks of blood transfusions and shortage of
supply or two different milk brands that can be substituted if their "milk"
products have similar characteristics); and spare parts (e.g., original equip-
ment manufacturer parts that can be substituted by aftermarket parts called
replacement or pattern parts). Substitution could, therefore, serve as a new
alternative to better meet customers’ demands, mainly if decision-makers are
not fully aware of future events. This paper aims to highlight the benefits
of promoting both inventory sharing among customers and using substitutes
to remedy the shortage of products in such a stochastic environment. Prod-
ucts are therefore considered virtually pooled in the network and sent to a
requesting location via LT from a location possessing a surplus of on-hand
inventory, or they are substituted, if compatible, by each other.

This paper has four main contributions. First, we study a two-level sup-
ply chain in which a manufacturer supplies a central warehouse with a set of
products. The central warehouse, distantly located from the manufacturer,
distributes products under dynamic and stochastic demands to a given num-
ber of customers. Along with LT, substitutions of products, new to literature,
are used to sidestep shortages at the customer level. We also assume that
direct shipment, if necessary, can take place from the central warehouse to
any customer. Secondly, we model the problem as a multi-product dynamic
and stochastic inventory routing problem. The objective is to minimise the
total cost, including holding inventory, transportation, transshipment, sub-
stitution and lost sales. Thirdly, a new resolution approach based on the
hybridisation of mathematical modelling, Genetic Algorithm and Deep Re-
inforcement Learning is proposed to handle the combinatorial complexity of
the problem at hand. And finally, tested on the 150 most commonly used
benchmark instances for single-vehicle-product DSIRP, our algorithm outper-
forms the state-of-the-art algorithm. The experimental results show that the
proposed algorithm outperforms the current best results in the literature for
medium and large instances in terms of the quality of the solutions and run
times. In addition, 450 additional instances for multi-product DSIRP are gen-
erated. Different demand distributions are examined in these experiments:
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Normal distribution, Poisson distribution for demand occurrence, combined
with demands of constant size; Stuttering Poisson distribution and Negative
Binomial distribution. Results confirm the efficiency of the proposed algo-
rithm and highlight the benefits of both LT and substitutions on the supply
chains overall.

The remainder of the paper is structured as follows. Section 2 presents
related works. After describing the problem in Section 3, a mathematical
formulation is provided in Section 4. In Section 5, a matheurstic based
on hybridisation of mathematical modelling, a Genetic Algorithm and Deep
Reinforcement learning is described. Section 6 provides computational ex-
periments. We present conclusions and perspectives in Section 7.

4.2 . Related work

First, we describe the Inventory Routing Problem (IRP) and its classi-
fications, then papers on IRP with uncertainty are categorised, and finally,
papers addressing IRP with transshipment are discussed.

4.2.1 . Inventory Routing Problem

IRP includes inventory management, vehicle routing problem (VRP), and
delivery scheduling decision-making problems ( , ).
Suppliers can reduce the overall costs of their activities to achieve a com-
petitive advantage by integrating their routing, inventory and distribution
decisions instead of independently optimising them. Such decisions can be
streamlined by introducing a vendor-managed inventory (VMI) approach,
which incorporates replenishment and distribution processes, resulting in
overall logistics cost reduction. In ( ), IRP is classified
according to:

1. the number of customers and suppliers:

(a) one-to-one if only one supplier serves one customer (

(b) one-to-many, in the most common cases of one suppller and sev-
eral customers ( , : , : ,

(c) many-to-many, which occurs less often, with multiple suppliers
and multiple customers ( , : , ).

2. routing can be direct if there is only one client per route, multiple

if there are multiple clients on the same route ( , ),
or continuous, as in several maritime appllcatlons where there is no
central depot ( , : , ).
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3. pre-established inventory strategies to satisfy customers. The two
most popular are the Maximum Level (ML) policy and Order-Up to
level (OU). The replenishment level is flexible under an ML inventory
strategy but is restricted by the resources available to each customer
( , ). Under an OU policy, the quantity de-
livered is required to fill its inventory capacity whenever a customer is
visited ( : ). If the inventory is allowed to become
negative, back-ordering will take place, and the corresponding demand
will be served at a later period ( : ). If there
is no back-order, the extra demand will be considered a loss of sales

, ). In both cases, a penalty for the shortage
can be applied.

4. composition and size of the fleet. The fleet can be homogeneous or
heterogeneous, and the number of available vehicles can be set at one,
set at many or unconstrained ( , : , ).

In these papers, only one product is considered, whereas many VMI applica-

tions are concerned with multiple product distributions. Few papers address

the multi-product inventory routing problem (MPIRP) ( ,
). Most of the applications emerge in maritime logistics:

(2002); (2010); (2011);

( ). Non-maritime cases include, for example, the delivery
of perishable goods ( , : , ), the trans-
portation of gas by tanker trucks ( : ), the production and the
distribution planning in the gas filling industry ( , ), and the
vehicle parts industry ( : ).

4.2.2 . IRP with uncertainty

IRP can be classified into four categories depending on the nature of
the input data: (1) static and deterministic; (2) dynamic and deterministic;
(3) static and stochastic and (4) dynamic and stochastic. Dynamic IRP
(DIRP) differs from the static IRP (SIRP) in that the demands are known
before planning in SIRP, while in DIRP, demands are gradually revealed over

time ( : ). Stochastic and static IRP (SSIRP) is similar to
the static IRP except that the customer demand is known in a probabilistic
sense ( : ). In a dynamic and stochastic IRP (DSIRP),

the objective is not to deliver a static result, but a solution policy using the
information revealed, outlining which measures need to be performed as time
passes ( : ).

According to ( ), solving stochastic DSIRP relies on
finding a solution policy which consists of one of the following:

1. optimising a static instance whenever new information becomes avail-
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able.

2. applying a static algorithm only once and then re-optimising the prob-
lem through a heuristic whenever new information is available.

3. taking advantage of the probabilistic knowledge of future information
and using forecasts.

( ) solve an SSIRP with split delivery using a hybrid approach
based on Lagrangian relaxation and local search improvement.
( ) solve a single product SSIRP with backorders. The authors apply a
branch-and-cut algorithm for the robust proposed formulation.
( ) address the same problem under an OU policy and consider shortage
to be allowed. The authors present a dynamic programming formulation, a
hybrid algorithm based on the roll-out algorithm, and a heuristic method.

( ) solve a multi-product SSIRP using the conventional

ant colony optimisation algorithm. ( ) propose an adaptive
large neighbourhood search with reactive and proactive policies to solve a
single-vehicle single product DSIRP with transshipment. Finally,
( ) extend the work of ( ) by addressing the robustness
of inventory replenishment and customer selection policies.

4.2.3 . IRP with transshipment

( ) are, to the best of our knowledge, the first authors
to propose the concept of transshipment within inventory routing (IRP-T).
The authors propose a mixed-integer linear program to model a single-vehicle
and single-product IRP-T. Transshipment is allowed either from the manu-
facturer to customers or between customers. ( ) model the
same problem as in ( ) and strengthen their formulation
by proposing a set of valid inequalities for IRP-T based on the existing valid
inequalities for the IRP, bounds, reformulation and variable eliminations on

the linear relaxation of the problem of concern. ( ) model
a multi-period, multi-product IRP-T and use a Randomised Variable Neigh-
bourhood Descent to solve the problem. ( ) address MPIRP

under a static and deterministic demand in a blood supply chain. The authors
consider transshipment of blood products between hospitals and substitution
between blood groups. On stochastic demand, ( ) de-
velop a mathematical model that decides on transshipment under static and
stochastic demand to reduce total costs and shortages in a blood supply
chain. ( ) model a two-level spare parts supply chain
under static and stochastic demands. The authors consider transshipment
of spare parts between depots and substitutions between original equipment
manufacturer and pattern parts. ( ) propose a two-
stage programming model in which transshipment is considered a recourse
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action to address a single product and vehicle DSIRP. ( )
address the dynamic and stochastic version of the problem studied by

( ). Under OU and ML policies, the problem is solved using either
a proactive or reactive policy, all implemented in a rolling horizon fashion. In
the proactive policy, once forecasts on demands are obtained, routes are con-
structed, and LT takes place after the demand is realized to reduce shortages.
The reactive policy (or wait and see policy) observes the system's state and
makes decisions accordingly. It is defined as an (r, S) replenishment system
under which whenever the inventory reaches the reorder point r, it triggers
a replenishment order to bring the inventory position up to S. Routing is
constructed based on the threshold 7, and as in proactive policy, LT occurs
when demands are revealed. Authors also use an adaptive large neighbour-
hood search to determine routing and the exact method to determine the
quantities to be transshipped. The setting of our problem description follows
that of this paper.

4.2.4 . Paper main contributions

Based on this literature review, apart from promoting transshipment be-
tween customers to avoid shortages of products, none of the existing papers
incorporates product substitution within a dynamic and stochastic setting.
The present paper extends the work of ( ) on a single
product and single-vehicle DSIRP by addressing a more realistic configu-
ration of the problem at hand. In the following, we study a one-to-many
multi-product DSIRP under an ML policy in which customers’ demand fol-
lows a probability distribution in which values of parameters are revealed over
time. Moreover, we propose a model that integrates substitutions along with
transshipment as alternatives to sidestep shortages at the customer level. As
for the resolution approach, the present study also contributes to the existing
literature by combining Genetic Algorithm and Deep Reinforcement Learning
techniques. The latter is used to analyze data related to the decision and the
objective spaces visited during the search process, moves and recombination.
With the help of Deep Q-learning, helpful knowledge is extracted and used
to enhance the search performance and speed of the metaheuristic. Applied
on a benchmark of 150 instances with up to a maximum of 200 customers
and 20 as the number of periods for a single-product DSIRP and on a set
of 450 generated instances for multi-products, the resolution approach ob-
tains results that are advantageous compared to results stemming from the
state-of-the-art algorithm, thus, proving its efficiency.

4.3 . Problem setting
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The following problem description follows that of the paper of

( ) developed for a single-vehicle-product DSIRP. Our multi-
vehicle-product DSIRP with Transshipment and Substitution (DSIRP-TS)
is defined on a graph G = (N, A), where A is the vertex set indexed by
i €{0,...,n} and A = {(i,7) : i,5 € N,i # j} is the edge set. Vertex
0 represents the the manufacturer's central warehouse (CW), and the set
No = M\{0} denotes the customers. The planning horizon length is T with
discrete time periods t € H = {1,...,T}. The demand d,;; each customer
i € Ny has to satisfy for product p € P = {1,...,m} per period t € H is
a random variable D,;; per stock keeping unit (SKU). Moreover, each cus-
tomer and the central warehouse, 7 € NV, incur unit inventory holding costs,
hyi per product p € P, with inventory capacities K;. Inventories are not
allowed to exceed the holding capacity and must be positive. We further
assume the CW has enough inventory to meet all demand during the plan-
ning horizon. At the beginning of each period, at each location i € N, the
current inventory levels I,;5 of the product p are known.

A set of homogeneous vehicles v €= {1, ..., k} is available, each with a
capacity ) in terms of SKU with routing cost ¢;; associated to all (¢, j) € A.
Direct deliveries and multiple routing are permitted to guarantee that all
planned deliveries are met (before demands are revealed). LT can occur
when it is profitable to ship products between customers. LT between cus-
tomers and direct shipment from CW to any customer are assumed to be
outsourced, and the relative unit cost can be expressed as ac;;, where a > 0.
« is used to express that outsourced operations are volume-dependent rather
than distance-dependent (as this is how often carriers define the terms of
contracts).

The unit cost of substituting a product p by s € P is a,,. All possible
combinations according to the products’ compatibility are represented by o,
which is equal to 1 if a product p is compatible, according to the customer,
with a product s, and 0 otherwise. Compatible products can be used as sub-
stitutes to satisfy customer demand when preferred products are unavailable.
We assume that the substitution of products is not bi-directional. A product
p is substituting product s, but the inverse is not necessarily implied. We also
assume that the CW distributes multiple products, including substitutes, and
deliveries and transshipment can be performed simultaneously. The lost sales
cost, which is associated with the shortage of a product p at the customer
i is fp. Finally, we assume that the manufacturer has enough inventory of
products to service its CW and that the quantity of product p shipped from
the manufacturer to the CW in period t is expressed by g,;. As in

( ) and ( ), we assume that g, is used only to
account for inventory costs at the CW.

Regarding the sequence of the operations, we assume that the decisions
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related to routing, including direct shipments, are determined. Second, after
demands are realised, LT and possible substitutions are performed to sidestep,
as much as possible, shortages at the level of each customer. Decisions
variables are as follows:

* I, the inventory level of product p at node i € N at the end of a
period t.

* Qpito the quantity of product p delivered by vehicle v from the CW to
the node 7 € NV in a period t.

* wy;; the quantities of product p carried by the outsourced carrier from
the the node i € N to j € NV, in a period t.

* L, the lost sales quantity of product p at customer i € N in a period
t.

* 2z are defined for all o5, = 1 as the quantity of a product s substitute
for product p used at the customer 7 in a period ¢ to satisfy a part of
the unsatisfied demand.

The inventory level at the end of each period at customer i is then:

Tpit = Ipir—1 + Lpir + Z (Wpjit — Wpije) + Z (Zspit — Zpsit)
J#iEND s7peP

VpeP,ic Ny, t eH (4.1)

The objective function is to minimise the total cost which includes inventory
holding, lost sales, substitutions, transshipment and routing costs:

min Z Z Z hopilpie + Z Z Z Jpilpitt

teH ieN peP teH i€Ny peP

DD D G tad D ) wp+

teH i€Ng p,sEP teH i,jeENoi#]  peEP

(4.2)

where @, is the cost of the routes performed in a period ¢. In the following,
we present how the DSIRP-T is solved using a reactive policy as in (

: )-

4.4 . Solution policy

The reactive policy, also known as the "wait and see" policy, consists of
observing the system'’s state to make decisions regarding routing, transship-
ment and substitution. As in ( : ) we adopt an (7, Spit)
replenishment system in which anytime the inventory level of a product p
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reaches a reorder point r,;, a replenishment order to visit a customer i is
triggered so that the inventory level is brought up to a value S,;;. Routing,
including direct shipment, is constructed accordingly (Routing Model RM)
in each period t. The objective is to deliver the quantities of products that
have been determined using RM. Then, when visiting customers, the product
p's demand is revealed in a period ¢ and LT, and substitution occurs if the
available inventory is insufficient to meet this demand (Transshipment and
Substitution Model TSM). This is implemented in a rolling horizon frame-
work. Figure 4.1 provides a numerical example. Notations of the model are
summarised in Table 4.1.

Table 4.1: Notation summary

Sets
H Planning horizon indexed by ¢
14 Set of CW's vehicles indexed by v
P Set of products indexed by p
Routing model
Parameters
Cij Transportation unit cost associated to regular shipment using CW's vehicles for all (z, j) € A
« Discount factor 0 < « < 1 used to represent the cost associated to the outsourced operations
Q CW's vehicles capacity
Ipo00 Inventory level at beginning of the planning horizon of a product p at CW (node o)
gpt Quantity of a product p supplied to CW in period ¢
Tpit Reorder point for product p, at customer ¢ and period ¢
Upit Expected demand of product p in period ¢
Opit Standard deviation of the demand of product p in period ¢
Shortage probability
Ypt [3-order quantile of the demand distribution for product p
Ipit—1 Inventory level of product p at customer ¢ at the beginning of period ¢ (before the demand is revealed)
d’p“ Quantity of product p that should be delivered to customer % in period ¢ (using both regular and direct shipment/ before
the demand is revealed)
Decision variables
Apitv Quantity of product p delivered by vehicle v of CW to node 7+ € A in period ¢
Wpoit Quantity of product p carried by the outsourced carrier from CW to node @ € N, in period ¢
Ipot Inventory level of a product p at CW (node {0}) at the end of period ¢
Tijo Equal to 1if the arc (¢, j) € A s visited by vehicle v in period ¢; o otherwise
Yitv Equal to 1 if a customer < is visited by vehicle v in period ¢; o otherwise
Transshipment and substitution model
Parameters
hopi Unit inventory holding cost of product p at customer i € N in period ¢
fpi Unit cost associated to the lost demand of product p at customer i € N in period ¢
asp Unit cost associated with the substitution of a primary preferred product p by a substitute s
Dypit Random variable associated to revealed demand of product p in period t at node ¢« € Ng
K; Maximum inventory capacity at customer i € Ng
Ipio Inventory level of product p at customer ¢ € N at beginning of the planning horizon
Osp Equal to 1 if a substitute product s is compatible with a primary preferred product p, and o otherwise
Decision variables
Ipit Inventory level of a product p at a customer 7 after the demand is revealed and the performance of transshipment and
substitutions at the end of period ¢
Wpijt Transshipment quantity of product p carried by the outsourced carrier from customer i € N to the customer j €
N, in period ¢ after the demand is revealed
Zspit Quantity of product s substitute for product p used at the customer ¢ in period ¢ to satisfy a part of the unsatisfied
demand (defined for all o5 = 1)
lpit Lost sales quantity of product p at customer ¢ € N in period t when the demand is revealed and performance of

transshipment and substitutions

Note that the part of the satisfied demand of product p is represented by
the quantity z,,; of the product p used as a substitute of itself.

4.4.1 . Routing model
Under ML policy, CW can freely decide on the quantity to supply the
customer with, restricted only by the customer’s inventory capacity and the
threshold 7,;;. This quantity defines the parameter d , that is proportional
to max |0, rpi — pit—1], where ;. is the inventory level at the beginning
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Figure 4.1: A numerical example.

of a period t. 1, is defined as the expected demand during a lead time ¥
(which is equal to 1 as deliveries taking place in a period ¢ can be used to
satisfy demand at period t), plus a safety stock which depends on demand
variability, .2 and target service level. We assume a normally distributed
demand as in ( ). Tpit can be then computed as follows:

Tpit = Upit + Tﬁptgpit (43)

where u,;; in a given period ¢ is an estimate of the expected demand of
product p at the customer ¢ and o, the related standard deviation. /3 is
the shortage probability and Ypg,, is the (-order quantile of the demand
distribution for the product p. These values as well as r,;; are updated in
each period .

To construct vehicle routing in each period ¢, a mixed-integer linear pro-
gram (MILP) is proposed. The objective is to decide which customer is
allocated to which vehicle, the quantities delivered at each node, and direct
shipments if any.

For each period ¢, the RM is formulated as follows :

Objective function OF of routes X:

min Z Z Cij Tijot +« Z Co; Z Wpoit (44)

veV i, jEN i#] 1€No peP

Subject to:

Z Apitv + Wpoit = d;nt Vp c P,Z S ./\/’()
veV

(4.5)

93



Y i <Q VoeV

i€No peP

(4.6)
Z Qpitv < QYitv Vie No,v eV
peEP

(4.7)

Z Tijto + Z Tjite = 2Yito Vie NoveV

JEN ji#£] JEN ji#j]

(4.8)
Z Z xijtvﬁzyitv—ym VY CNy,voe L veV
i€S, jES i#] ieS

(4.9)
Ipot = Lyoe—1 — Z Z Qpitv — Z Wpoit + Gpt VpeP

ieN veV ieN

(4.10)
Qpivt> Wpoit = 0 VpeP,ie Np,veV

(4.11)
Tiow € {0, 1,2} Vie Ng,v eV

(4.12)
Tijio € {0,1} Vi,j € No,v €V

(4.13)
yiw € {0, 1} Vie Np,veV

(4.14)

The objective function (4.4) is to minimise the cost of routing and di-
rect shipments. Constraints (4.5) defines the total quantity supplied to a
given customer d ;. with respect to the delivery modes. Constraints (7.5)
ensure that vehicle capacity is not exceeded and constraints (4.7) stipulate
that CW's vehicle supplies quantities only to customers allocated to a visit.
Constraints (4.8) and (4.9) are respectively degree and sub-tour elimination
constraints. The conservation conditions of inventory at the central ware-
house are expressed by constraints (4.10). Constraints (4.11)-(4.14) state

the conditions of non-negativity and integrality on the variables.

4.4.2 . Transshipment and substitution model

After the routing decisions have been constructed based on the (7, Spit)
system, in TSM, the objective is, therefore, to use transshipment and substi-
tution as emergency measures whenever demands have been revealed exceeds
the quantity of products made available to each customer. In TSM, an in-
ventory level I,,;;_; refers to the initial inventory per product at the beginning
of each period of the rolling horizon. TSM is solved for each period ¢ after
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demands have been revealed.
For each period t, TSM is formulated as follows:

min | > hpilpie+ Y > feilpi + Y D sprept o Y Cij Y Wit

1€ENp pEP 1€ENp peP 1€Ny (p,s)EP (4,9) ENo,i#] pEP
(4.15)
Subject to:
Ipit—1 = Fpit—1 + dpyy — Dpir Vp € P,i € Ny (4.16)

Tpit = Ipi—1 + lpir + Z (Wpjit — Wpije) + Z (2spit — Zpsit)

Jj#iENy s#PEP
Vp € P,i € Ny (4.17)
0 < Ipit < Kl Vp S P,Z S N() (418)
L =L+ Z (zspit — 2psit) Vp,s € Pyi € Ny (4.19)
pit—1 pi spit psit 5 ’
s#pEP
0 <lpiy < —minf0, I;; 4] VpeP,icNy (4.20)
0 < wpije < min[max|0, I;, 4], —min[0,I);, ]] Vp € P,i,j € Ny (4.21)

The objective function (4.15) is to minimise the cost of inventory holding, lost sales,
substitution and transshipment costs. Constraints (4.16) define actual inventory level
after demands is revealed. Constraints (4.17) state that the inventory level at the end of
the period of a product p at the level of each customer i is computed using the actual
inventory level at 4, quantities transshipped from and to customer ¢ and the difference
between the quantity of product s used as a substitute of p and the quantity of p used as
a substitute of the other products. Constraints (4.18) impose bound on inventory level.
Constraints (4.19) define the inventory level after products’ substitutions have taken place.
Constraints (4.20) state that if the initial inventory of a product p is non-negative, both
boundaries are equal to zero, and thus [,; = 0, i.e. no demand is lost; otherwise, the
number of lost units is maximum -I'pit — 1. Constraints (4.20) state that if the initial
inventory of a product p is non-negative, then no demand is lost, and both boundaries
are equal to zero; otherwise, a minimum of zero and a maximum of I,;, ; units are lost.
Similarly, for each product p, constraints (4.21) place limits on the transshipment arc
flows. For customers i and j, there are four possible combinations of inventory levels, all
of which can be managed by these constraints:

* I;;—4 <0and I,;; ; <0: no transshipment is possible since there is not enough
inventory to ship to j.

* Iy >0and I}, 4 <0: Ipj;1 is the upper bound on the arc of the emergency

transshipment from ¢ to j.

* Iy <0and I;, ; >0 : no transshipment is needed since customer j does
not need LT and ¢ does not have enough inventory.

* Iy y > 0and I;, ; > 0: no transshipment is needed since customer j has
enough inventory.
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4.5 . Genetic Algorithm and Deep Reinforcement Learning

The classical Vehicle Routing Problem (VRP) is NP-hard ( . ). Conse-
quently, exact methods can fail to find optimal solutions for large-size problems. Given
the complexity of the RM, our approach is, therefore, to first use a metaheuristic, namely
Genetic Algorithm (GA), to determine routing decisions. Unlike Neighborhood Search
Algorithms known for their propensity to deliver only local optima solutions, GA is an
efficient computational tool known for its simplicity, great global search ability and adapt-
able topology ( , ). However, GA does not quietly scale well with
complexity (as explained in Chapter 2). On the other hand, metaheuristics in general and
GA in particular, through their iterative search processes, generate a lot of data that can
be turned into explicit knowledge if coupled with machine learning models ( . )-
This data relates to decision-making solutions and the objective spaces visited during the
search process, solution or trajectory sequence, successive solution populations, move-
ments, recombination, local optima, elite solutions, bad solutions, etc. Machine learning
techniques may assist in analysing this data, learning useful knowledge and guiding to im-
prove metaheuristics’ search performance and speed. Thus, techniques for metasearch are
data-driven, well informed and therefore smarter. In this paper, we use Deep Q-learning
(DQ) to speed up our GA, which combines reinforcement learning (RL) and deep learning
techniques. We further explain these steps in the following sections.

Once RM is solved in the current period, the solution is used as a parameter for
TSM, which is solved exactly using CPLEX with default parameters. To do so, we use
a matheuristic (noted DQ-GA) in a rolling horizon framework which hybridises the exact
method and GA. We now describe these steps in detail.

4.5.1 . Genetic Algorithm

The algorithm begins with a set of initial solutions called population. For each slice
time of the rolling horizon, each individual in the population is referred to as a chro-
mosome, reflecting the sequence of assigned customers to each vehicle. During each
generation, the fitness of each solution is measured, and solutions are evaluated and se-
lected for cloning, crossover and mutation operations based on their fitness (computed
using objective function values).

4.5.1.1 . Chromosomes encoding

In this paper, each chromosome X is represented using a one-dimensional array of
integer values, representing the nodes (customers) to be visited (see Figure 4.2). A repair
heuristic is used to check the RM constraints. It ensures, for instance, that no customer
with a non-zero d;i is missing on the routes, or it belongs to several routes.

245!1“73121061189

— e >« >
Routel  Direct shipment Route 2

Figure 4.2: Representation of a chromosome for an RM with 12 cus-
tomers and 2 vehicles.

4.5.1.2 . Generating the initial population

96



We use a variant of the 2-opt heuristic to generate an initial population for GA,
an algorithm based on the conditional permutation of nodes ( , ).
The heuristic begins by randomly selecting two nodes in a tour and allowing permutation
between segments as long as the total cost is reduced. Also, this permutation relies on
inter-route moves. That is, we permit swapping nodes that belong to different tours. This
process is repeated until routes are optimised.

4.5.1.3 . Fitness function

The fitness function of a chromosome X is calculated from the objective function
OF(X) of RM as follows:

F(X) = OF;(X) (4.22)

4.5.1.4 . Genetic Operators
In this algorithm, the following operators are used:

* The cloning operator retains the best solutions found so far. The trade-off between
the performance of the algorithm and its speed led to picking the best 20% of the
present population of chromosomes to be copied into the next generation.

* The parent selection operator uses a binary selection process that begins with two
chromosome pairs. Two chromosomes are selected randomly from the existing
population each. For crossover operations, the two best chromosomes are selected
for each pair. This leads to two children, each counting in the new population.

* The crossover operator is necessary to mate the chromosome pairs so that they
produce their offspring. This paper implements double-point crossover to guarantee
the preservation of the best chromosomes. A crossover is performed based on a
Pc probability.

* The mutation operator is a second operator used to explore new neighbours. It
consists of producing random alterations in different chromosomes. A reversal
mutation is used since it is shown to be effective ( , ). A random
set of two nodes are selected, and the nodes between are reversely ordered. Like the
crossover, the mutation process is performed with a Py, probability. Accordingly,
each node in a chromosome is checked for possible mutation by generating a
random number between zero and one, and if this number is less than or equal to
Py, the node value is changed.

4.5.1.5 . Constraints violation penalty

A simple penalty strategy is adopted to respect the constraints of the model. In
other words, the feasibility of each chromosome is tested in light of the violations of
the model constraints during the generation of initial solutions, along with the crossover
and mutation operations. If there is an infeasibility in the solution, then the value of
the fitness function of the corresponding chromosome is correlated with a penalty. In
this way, infeasible chromosomes are less likely to integrate into the next generation of
chromosomes.

GA stops when a time limit is reached, or no improvement in the quality of the
solution is noted.

4.5.2 . Deep Reinforcement

In this section, we present the deep RL algorithm used to speed up the convergence
of GA.
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4.5.2.1 . Q-learning

Q-Learning is an RL off-policy algorithm characterised by its strong self-adaptability
and environmental feedback signals ( , ). The main idea is to use the
feedback signal to adjust an agent’s action policy to optimise its choice when interact-
ing with an environment. By performing actions (i.e., genetic operators), the agent (a
chromosome here) arrives in different conditions known as states. Actions contribute to
rewards that can be positive and negative. The idea behind Q-learning consists of putting
the agent in sequences of state-action pairs, observing the resulting rewards, and adjusting
the predictions of a table (called a Q-table) to those rewards until correctly predicted by
the best policy. The "Q" stands for quality, which measures how beneficial a given action
is in achieving a potential reward.

An agent communicates with the environment in one of two ways: exploration and
exploitation ( , ). Exploration consists of allowing the agent to choose the action
randomly it will take regardless of the reward, while in exploitation, the agent uses the
Q-table and selects an action depending on the maximum reward. Initially, the exploration
rate noted e (also called e-greedy policy) is set to 1 as all the actions have a Q-value of
0. As the agent learns more about its environment, € is decayed by a specific rate so that
the probability of exploration decreases.

4.5.2.2 . Deep Q-learning

Q-learning is a straightforward and efficient algorithm for our GA to construct a Q-
table. This allows the latter to figure out exactly the best actions to perform for crossover,
cloning and mutation operators in terms of the best moves. However, it could be time-
consuming since the amount of memory needed to save and update the table will increase
as the number of states increases, and the amount of time required to explore each state
to build the appropriate Q-table would be impractical. Since computational time is our
primary concern, we estimate these Q-values with deep learning models, namely neural
networks, known as DQ ( , : , ). Indeed, to approximate
the Q-value function, we use a neural network. This function maps a state to the Q values
of all the actions that can be taken from that state. It learns the network's parameters
(weights) to output the optimal Q-values. Choosing the correct action means comparing
the possible rewards of each action and selecting the best one.

4.5.2.3 . DQ exploitation

As depicted in Figure 4.3, DQ starts with random Q-value estimations and uses the
e-greedy policy to explore the environment. DQ improves its Q-value estimates using the
same concept of dual actions, a current action with a current Q-Predicted value and a
target action with a Target Q-value. As the network and its weights are identical, the
direction of the predicted Q-Target values changes; they remain unchanged but may fluc-
tuate following each update. The stabilisation of the Q-Target values is ensured by using a
second network which is not trained. The learned weights from the Q-Predicted Network
are copied to the Q-Target network after a pre-set number of steps noted C-iteration.
From Figure 4.3, we can see two neural networks in the DQ architecture (Q-Predicted
and Q-Target) and an agent Experience Replay. Replay Experience interacts with the
environment for data generation for Q-network training. This information contains all
moves carried out by GA's operators and saved as <st,a,Z%,st'> tuples (see notation be-
low Equation 6.53). Then a sample is picked randomly from this data, consisting of a mix
of older and more recent samples. This batch of training data is used in the Q-Predicted
and Q-Target networks. The Q-Predicted network takes the current state and moves
out of each sample, and that particular move predicts the Q value. Q-Predicted value,
Q-Target value and the observed data sample reward are used to compute the loss for the

98



Q network training (see Equation 6.53). To reduce variance and guarantee the stability
of the algorithm, in C-iteration, a batch of data is selected from all prior experiences.

Q Predicted network

Q Target network

Experience Replay collects training sample by
interacting with the environment and stores it
as Training Data

Random batch of
Training data used as an
input to both networks

Computing loss

Train Q Predicted
network only

[ For each C-iteration, copy Q-Predicted |
| network to Q-Target network

Figure 4.3: DQ architecture

Loss = [#1 + ymax(0TQ(st',a') — 67 Q(st, a)))? (4.23)
Where:

* v: discount-rate parameter. It measures how much weight the future awards are
given.

* a,a’: current and future action respectively.
* st,st’ : current and future state respectively.
* Hyyq: future reward.

* Q(st,a): learned action-value function.

+ 07 Transpose matrix of network weights.

Finally, to further speed up the GA, all genetic moves we have gotten as of yet are
stored. Instead of "starting from scratch" every time the algorithm is run to solve the
RM either for the current instance, for a different period, or a new given instance, which
happens to be similar to the chromosomes that have already been treated, we use the
"memory" to exploit the best optimal policies rapidly. The selection of the best moves
depends on how the instance is solved, similar to the previously addressed instances. The
K-Nearest Neighbours algorithm is used to determine clusters of instances closer to a
given "new and unseen" instance ( , ).

4.6 . Computational Results

4.6.1 . Experimental design

First, to test the effectiveness and validate the proposed resolution approach, we per-
form experiments on a set of well-known benchmark instances developed for the single-
vehicle and product DSIRP with and without transshipment. It is composed of 150
instances proposed by ( ): 5 to 200 customers and a planning horizon
of 5 to 20 periods for a total of 10 instances for each set of customers. The instances
follow some standards defined for the deterministic IRP instances of ( ,

), namely the mean customer demand, initial inventories, vehicle capacity and dis-
tances matrix. The demand follows a normal distribution, the mean is generated as an

99



integer random number after an interval of discrete uniform distribution [10, 100], and the
standard deviation is generated as an integer random number after an interval of discrete
uniform distribution [2, 10]. A negative demand value, if generated, is replaced by zero.
The maximum inventory capacity is a multiple of the average demand, and initial invento-
ries equal the maximum capacity minus the average demand. In the interval [0.02, 0.10],
holding costs are generated randomly from a continuous uniform distribution, and the
shortage penalty cost equals 200 times the cost of holding. Finally, the unit cost « is set to
0.01 and the vehicle capacity to 1.5 Zz‘e/\/o ZpeP Up;. Where u is the expected demand.
All instances are available from: https://www.leandro-coelho.com/instances/inventory-
routing/ and solutions are retrieved from ( ). Finally, a fair comparison
between algorithms and hardware benchmarking is used to compare the algorithms’ speed.
The reported CPU of the matheuristic is thus recalculated to align the computational time
concerning the computer’s performance in ( ). Further information on
the CPU speed of both computers can be found on: www.cpubenchmark.net.

Second, we consider a set of randomly generated instances to evaluate the DSIRP-
TS for multi-products and multi-vehicles and highlight the benefit of transshipment and
substitution on the supply chain’s overall performance. The generation precisely follows
the standards defined for the single-vehicle-product DSIRP. As the supplier has a fleet of
homogeneous vehicles, the vehicle capacity no longer needs to be expressed as a function of
the expected demands. In this paper, we consider a set of 10 homogeneous vehicles, each
having a capacity of Q=2000 units. For products’ substitution, we consider a constant
unit cost of ¢ = 0.1$/product (for identical products: s = p, ¢ = 0%/product). All
optimisation steps were carried out with a personal computer (MacBook Pro, macOS Big
Sur, 3.3 GHz Quad-Core Intel Core i7 CPU with 8 GB of RAM) and with CPLEX 12.9
for the resolution of TSM and Python for RM, Python and Pytorch for DQ.

4.6.2 . Parameters tuning

Sophisticated optimisation algorithms typically require a large number of parameters
to be set to enhance their performance. The immediate purpose of the automated config-
uration of the algorithm is to find the optimiser's best parameter settings automatically.
Automatic configuration of algorithms can contribute to new design paradigms for opti-
misation applications. The Irace package is a software package that implements various
automated configuration procedures ( , ). It provides particularly
iterated racing procedures that have been used effectively to configure various state-of-
the-art algorithms automatically. Irace’s repeated racing processes include the iterated
F-race algorithm and several improvements and extensions. In this paper, a set of train-
ing instances representing the problem (40 instances with 5, 10, 15... 50 customers each)
is used to choose the best algorithm configuration (see Table 4.2). The selected algorithm
configuration can then be used to solve new instances of the same problem.

Table 4.2: Parameters tuning using Irace package

Parameters Range Chosen values
Crossover probability P [0.60,0.81] 0.7
Mutation probability Py, [0.33,0.37] 0.34
Population size [100;140] 110
Maximum number of iteration [100;140] 110

4.6.3 . Computational results for the single-vehicle-product DSIRP
with and without transshipment

In this section, we present the results of the experiments performed on the set of small
to large-scale datasets generated by ( ). To assess the performance
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of the matheuristic, we compare it with the result obtained using the best known ALNS
of ( ) developed to solve a single vehicle-product DSIRP. A statistical
analysis using ANOVA is also conducted to assess the randomness or not of the differences
between the obtained results (p-value > 0.05). For each size of instance (small, medium
and large), we present the average total cost and the CPU time in seconds. Results are
summarised in Table 4.3.

First, for all 150 instances under consideration, we notice that on average, our al-
gorithm provides better solutions both in terms of CPU and costs than those of

( ) apart from small instances, with a very small gap between the costs. Thus,

our algorithm is competitive and efficient compared to the most known state-of-the-art
algorithm applied to solve a such specific DSIRP-T under a reactive policy. Finally, as is
expected, we notice that sharing inventories between customers helps to reduce the lost
sales and thus total costs significantly.

Table 4.3: Summary of comparison between the results obtained by
( ) and this paper

Average cost Average CPU (s)
Instances ( ) DQ-GA ( ) DQ-GA
DSIRP DSIRP-T DSIRP DSIRP-T DSIRP DSIRP-T DSIRP DSIRP-T
Small 10,225.9 7,926.7 9,473.6 8,788.9 46.3 44.6 42.7 11.6
Medium 30,360.7 26,527.1 27,797.7 26,244.4 452.7 4441 125.2 129.0
Large 61,250.2 54,292.4 50,550.0 47,352.2 3,860.1 4,100.1 136.6 127.0
Average 33,945.6 29,582.0 29,273.8 27,461.8 1,453.0 1,529.6 101.5 89.2

4.6.4 . Computational results for the multi-vehicle-product DSIRP
with substitution and transshipment
We now evaluate the impact of transshipment and substitution on solution cost for a
more realistic DSIRP. We first consider DSIRP for 20 products and compare the results
obtained for DSIRP without transshipment (DSIRP), DSIRP with transshipment (DSIRP-
T), and DSIRP with substitution (DSIRPS) and finally DSIRP with transshipment and
substitution (DSIRP-TS). Later, we apply the same logic to 40 products. The aim is to
confirm the representativeness of the results, highlight the benefits of both transshipment
and substitution, and re-evaluate the proposed algorithm’s accuracy. The generation
of the 300 instances (150 for the 20 and 40 products, respectively) follows exactly the
standards defined for the single-vehicle-product DSIRP. Results are summarised in the
Tables 4.4 and 4.5.

Table 4.4: Summary of computational results for 20 products

Instances Average cost Average CPU (s)
DSIRP DSIRP-T DSIRPS DSIRP-TS DSIRP DSIRP-T DSIRPS DSIRP-TS
Small 112,479.0 90,647.5 88,195.7 73,306.5 169.2 182.3 176.9 141.5
Medium 332,970.5 265,625.6 260,424.7 214,757.3 279.2 280.2 291.0 218.6
Large 601,088.3 490,336.0 472,007.6 389,921.1 307.4 247.4 293.0 263.9

We can see from Table 4.4 that the comparison results confirm that any reduction
in total cost is made possible by either considering transshipment between customers or
substitution of products. Moreover, considering transshipment combined with substitu-
tion enhances the performance of the overall supply chain considerably. By substituting
products, less inventory is being held and by sharing further their inventory, customers
are allowed to meet better their demands and decrease the lost sales and inventory costs.
This is reconfirmed in the case of 40 products as it is shown in Table 4.5. On average,
both DISIRP-T and DSIRPS may lead to the same results as they both can be used to
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mitigate the shortage, and lower inventory and transportation costs. Combining these
two emergency measures allows for a considerable reduction of costs for all the instances
under consideration. Finally, the algorithm again proves efficient and competitive as it
allows finding a solution in a reasonably short amount of time.

Table 4.5: Summary of computational results for 40 products

Instances Average cost Average CPU
DSIRP DSIRP-T DSIRPS DSIRP-TS DSIRP DSIRP-T DSIRPS DSIRP-TS
Small 958,123.8 814,014.9 808,906.6 643,880.2 396.6 3781 385.2 386.5
Medium 2,828,370.3 2,427,250.4 2,401,466.8 1,922,767.0 565.4 564.9 517.4 594.4
Large 5,157,985.9 4,389,631.7 4,382,510.6 3,493,632.6 1,127.3 1,176.2 1,123.3 1,192.0

4.6.5 . Computational results for other demand patterns

Intermittency of demands of products such as spare parts can be characterised by
the infrequent demands that occur at irregular intervals, often of variable size. Modelling
demand from constituent components, i.e. the demand size and inter-demand interval, is
thus preferable. Compound theoretical distributions (which explicitly consider the com-
bination of size and interval) are therefore commonly used in these application contexts
( : ; , ; , ). In this paper,
dpit represents demand that each customer 4 has to satisfy per product p and per period
t. Different distributions have been studied. We have chosen discrete distributions as
they provide a better fit for intermittent demands than continuous ones. According to

( ) these distributions are: (1) Poisson Distribution (PD) for demand
occurrence, combined with demands of constant size over the planning horizon. (2) Stut-
tering Poisson distribution (SPD) is a combination of a Poisson distribution for demand
occurrence and a Geometric distribution for demand size over the planning horizon. (3)
Negative Binomial Distribution (NBD) is a combination of a Poisson distribution for de-
mand occurrence and a Logarithmic distribution for demand size over the planning horizon.

For ¢ =0,1,2,... the distribution functions can be written as:
Poisson distribution occurrence PD:

XS e¢
PD)(¢) = a (4.24)
Stuttering Poisson distribution SPDy . (¢) :
¢ (-1 . )
_ ¢ i o ¢—1
SPDw)(¢) = Z e (2 B 1>w (1-w) (4.25)
1<i<¢
where A and w are the Poisson and geometric distribution parameters.
Negative Binomial distribution NBD(,;)(¢):
+r—1
NBDe) = (T ra- e (4.26)

where 7 is the number of successes, and [ is the probability of success.

We used the Inverse Transform Sampling (algorithm 3) to generate independent and
identical distributed (i.i.d.) random sample for dp;; realisations for each distribution under
consideration.
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Algorithm 3 Inverse Transform Sampling

1. procedure ITS(F) > Fis a distribution function
2: X < Generate random number from the standard uniform distribution in [0, 1];

30 (= F (%

4: end procedure

We conduct extra experiments on 150 instances generated based on the experimental
design to get more insight into the advantage of both transhipment and substitution. We
consider a set of customers varying between 5 and 200, periods between 5 and 20 and a
number of products of 40. For each customer, period and product, Poisson and geometric
distribution parameters A and w, as well as the NBD parameters r and [, are random
numbers generated between 0 and 1. Table 4.6 reports the summary of computational
results for the different demand distributions under consideration.

Table 4.6: Computational results for the different distribution patterns

Distribution | Instances Average cost Average CPU
DSIRP DSIRP-T DSIRPS DSIRP-TS DSIRP DSIRP-T DSIRPS DSIRP-TS
Small 579,620.0 510,199.0 512,898.8 3951993 1725 206.2 185.5 191.6
PD Medium 1,717,250.6 1,514,218.5 1,515,691.4 1,157,961.0 913.9 895.7 8797 3759
Large 3,094277.0 | 27173941 | 2,692,526.4 | 2,104,930.6 | 17855 19202 | 16717 17231
Average 1,797,049.2 1,580,603.9 | 1,573,705.6 1,219,363.6 957.3 1,007.4 912.3 963.5
Small 659,197.4 582,248.4 580,904.5 450,600.6 203.2 1835 1876 506.8
Medium 1,870,371.9 1,661.277.5 1,649,561.1 1,281,203.8 2015 7474 9474 9394
SPD
Large 3,590,243.8 31757418 | 31418756 | 24073105 | 181838 1,996.7 1,714.0 17445
Average 2,039,937.7 1,806,422.6 1,790,780.4 1,379,705.0 7412 9759 949.7 963.5
Small 706,205.3 626,912.6 617,771.5 472,025.9 180.1 180.0 219.1 181.3
Medium 2,081,957.6 18451957 | 1,820,7082 | 1,391,390.4 739.7 827.9 982.4 690.8
NBD
Large 3.772,317.6 3,338,938.7 3,287,841.0 2,539,575.3 1,860.2 1,800.6 1,952.2 1,690.9
Average 2,186,826.8 1,937,015.6 1,908,773.6 1,467,663.9 926.7 936.2 1,051.2 854.3

We notice that allowing transshipment and substitution considerably reduces the total
cost. When these two options are not taken into account, the supply chain experiences
a high cost of inventory and loss of sales. Transshipment and substitution reduce lost
sales and inventory holding costs at the level of each customer. When transshipment is
permitted, results show that it offers a number of advantages: customers receiving the
quantity latterly transshipped can satisfy even more demand and consequently reduce lost
sales. Customers from which the transshipment is carried out, are, in counterpart, able
to lower their inventory holding costs. When the substitution is also allowed along with
transshipment, compared to the other configurations, we observe a considerable reduction
of the costs (to about 32%). In addition to what can be received through transshipment,
each customer can use the quantities of products, if compatible, that could constitute
idle stock (which leads to high holding cost) to meet the demand of other products.
Furthermore, by means of substitution, the quantity of products that could be transshipped
can be also used as a substitute for different products. As for demand patterns, very low
size variability and value of demands (as in the case of PD), regardless of the average
inter-demand interval may be less stressful than the case when demands experience high
variability and size. Indeed, when demands to satisfy are higher than the available quantity
to promise, there would not be enough quantity for substitution and transshipment to
lessen any possible lost sales. For this reason, the impact of transshipment and substitution
depends on whether the distribution of demands to meet may or not be considered a
stressful scenario.

4.7 . Conclusions & Perspectives
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In this paper, we consider a two-level supply chain. At the upper level, a manufacturer-
owned central warehouse distributes products to a given number of customers (the lower
level). We model the problem as a dynamic and stochastic inventory-routing problem
that considers the two flexible instruments of transshipment and substitution to mitigate
shortages. We assume that lost sales are allowed when a shortage occurs. We solve the
problem using a new matheuristic which combines the mathematical modelling, the strong
global search ability of the Genetic Algorithm and the self-adaptability of the Deep Q-
learning. The matheuristic is first applied to a set of 150 known instances and is found to
be competitive and efficient as it enhances the best-known solutions of the single-vehicle-
product DSIRP. We later solve the problem for multi-product-vehicle DSIRP. Four demand
distributions have been studied: Normal distribution, Poisson distribution for demand
occurrence, combined with demands of constant size, Stuttering Poisson distribution and
Negative Binomial distribution. Regarding the managerial insights, for all the demand
patterns under consideration, we demonstrate the benefits of promoting inventory sharing
or substitutions as emergency measures to sidestep shortages. In addition, we show
that combining these two flexible instruments can be a viable solution for supply chain
managers aiming to improve the system'’s broad service level under dynamic and stochastic
demands. Moreover, results show that the impact of transshipment and substitution on
the overall performance depends on the size variability of demands, regardless of the
average inter-demand interval.

This paper can be expanded to investigate the performance of the resolution approach
in centralised and decentralised settings, either deterministic or stochastic. One can also
consider non-parametric methods for demand, whereby the empirical demand distribution
is instead directly constructed from the data. The effect of the forecasting method and
the resulting error can also be integrated into the model. Also, a stochastic optimisation
on demands such as average sample approximation could be applied (as investigated in
Chapter 3). This paper assumes that the lead times are long between the facility and
the central warehouse. Additionally, stochastic lead time and production rate can also be
investigated. Furthermore, it would be interesting to consider a substitution rate instead
of a compatibility matrix. This would allow customers to more explicitly express their
preference with regard to the available products.
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Abstract: This paper deals with inventory sharing and routing in decentralised supply
chains. The supply chain considered in this paper consists of a single company distribut-
ing its products through a network of independent Points of Sale (POS). The problem
is modelled as a 1-leader - n-followers Stackelberg game. A new mixed-integer bi-level
program is developed, in which the manufacturer's central warehouse decides first on
inventory levels and the distribution routes, considering each follower's (POS) response
function that minimises the follower's own cost. A trade-off solution to manage conflict
of interests between the parties involved in the supply chain is also proposed. To solve the
mixed-integer bi-level program, an original hybrid Genetic Algorithm coupled with deep
reinforcement learning is developed and used to solve a set of large-size instances. The
gap analysis shows that the proposed hybrid algorithm performs relatively well and that
inventory sharing allows the network to improve its service level.

5.1 . Introduction

To increase service levels and reduce logistics costs, manufacturers tend to encourage,
through lateral transshipment (LT) policy, sharing of inventories between a network of
customers (e,g., points of sale (POS), retallers) belonging to the same echelon ( ,

; , : , , ). To successfully achieve
such economies of scale, each LT policy must balance conflicting interests and manage
inventories and deliveries. Moreover, it has to choose the right LT price so that both
manufacturer and customers would benefit from LT and its related cost would not exceed
the profit to be made ( , : : , ).
This is the case of decentralised supply chains in which the same manufacturer does not
own customers’ locations, and each decision-maker or level of the supply chain works to
optimise its costs ( ; ).

In the literature on vehlcle routlng (VRP) or IRP W|th LT, the problem is thoroughly
studied in its centralised version ( , ; , ;

; : ; , ). Moreover, to

S|mp||fy the optimisation problems, most papers assume that LT operations are outsourced
and performed by another carrier; only consider decision variables that determine nodes to
visit and periods when LT may occur ( ) ). However, LT often occurs
with independent customers’ locations not owned by the manufacturer. On decentralised
decision making, LT has been extensively studied in the context of news vendor-related
supply chains ( ; , : , ;
). Accordlng to ( ), there exist two variants to be

d|st|ngU|shed vertical and horizontal systems. Vertical if the manufacturer supplies to a
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single downstream company with a set of stores (a chain store). Using a deterministic

demand pattern, ( ) demonstrates that the manufacturer benefits
from LT under reasonable assumptions. ( ) generalises the results of
( ) to include stochastic demands. A horizontal decentralised supply

chain with LT concerns customers’ locations not owned by the same company. Two
approaches are being used. The first one adopts a non-cooperative game framework.

( ) and ( ) compare equilibrium inventory levels with and
without LT. ( ) consider LT in multiple periods.
( ) compare the LT game with another game in which consumers are allowed to
choose among retailers. The upstream (manufacturer) is not considered in the study in
all these papers. ( ) study the case of an inventory control

policy for a supply chain in which a manufacturer acts as a Stackelberg Ieader The
other approach uses a cooperative game framework ( , ;

, ; , ). Particularly, these papers address the ' coopetltlon” between
customers'’ Iocatlons (e.g., POS, retailers). That is, customers define their inventories
unilaterally before satisfying the demands of their customers and then collectively decide
how to share their inventory. ( ) compare the two approaches and
conclude that, based on the model's parameters, each approach can be more effective
than the other in gaining additional benefit from transshipment. However, the LT has
been usually treated as the single simplified manufacturer multiple customers inventory
management problem in which vehicle routing, delivery scheduling decisions, and the
relative power of all parties in the decision-making are not considered.

This paper makes several contributions to the literature. First, it studies a multi-
product, multi-vehicle Vehicle Routing Problem (VRP) with LT and Inventory Man-
agement (VRP-TIM) in a decentralised supply chain. The supply chain consists of a
manufacturer’s central warehouse (CW) that distributes products through a network of
independent customers. Demand for finite horizon planning is deterministic but time-
varying. Customer product delivery is carried out using a homogeneous capacitated fleet
of vehicles. Moreover, unlike other research, our approach considers that LT is not out-
sourced. That is, its related decision is integrated into the design of vehicle routing. Each
player’s preliminary decision is to enhance the service level while maintaining a minimum
cost, including transportation, inventory, lost sales, and LT. Second, the paper suggests
a trade-off solution to manage conflict of interests between the supply chain’s players.
Indeed, as a part of the collaboration, the CW and the customers may agree to incur
each their own holding cost as well as a part of the cost of lost sales associated with
the products shortage and a part of the cost of LT. The CW incurs, in turn, the ve-
hicle routing cost for regular shipments. Therefore, inventory sharing can only attract
all players if the LT and lost sales costs share are optimally defined. Such policies are
often optimised locally as both players aim at reducing their objective functions that are
narrowly defined. Therefore, solving such problems requires hierarchical decision-making,
which belongs to the multilevel optimisation family ( , ).
Moreover, many automotive, high-tech and fashion enterprises can benefit from this re-
search. Online retailing companies with several independent stock-keeping locations may
particularly benefit, as customers usually have no preference for the location from which
their products are delivered as long as these latter are made available at the right time
and place. Finally, to handle the combinatorial complexity of the model, an original hybrid
Genetic Algorithm (HGA) coupled with deep reinforcement learning is proposed.

The remaining of this work is structured as follows. In Section 2, related works are
presented. Problem description and formulation are provided in Section 3. Section 4
describes the resolution approach, while Section 5 shows the computational experiments.
Finally, conclusions and perspectives are presented in Section 6.
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5.2 . Related work

Two streams that are of great importance have been examined. The first investi-
gates the pickup and delivery problem (PDP) in which pickup and delivery operations
are optimised along with inventory management or/and LT. The second examines bi-level
optimisation as a modelling approach for decentralised decision-making and presents the
resolution methods.

5.2.1 . Pickup and Delivery Problem

This section presents the class of problems that combines vehicle routing and inventory
management decisions and includes problems where products are picked up from different
origins and transported to other destinations, i.e., problems addressing the optimisation
of pickup and delivery operations and inventory management. The reader, if interested,
is referred to ( ) and ( ) for a thorough description
of the other variant of PDP.

Regarding literature on VRP with Pickup and Delivery (PD), two classes of customers
are to be distinguished: linehaul and backhaul ( , ). Linehaul if
products are requested to be delivered from the depot, while backhaul if products are
picked up from and returned to the depot. These two classes are further divided into
sub-classes concerning the way these customers are served:

1. VRP with backhauls when all linehauls are visited before backhauls ( ,
).
2. VRP with mixed PD if linehauls and backhauls can be visited in any order (
: ).
3. VRP with simultaneous PD if a customer can be both linehaul and backhaul (

, )-

4. VRP with split PD when deliveries and pickups are split so that the customers can
be visited twice either by the same vehicle or by another ( , ).

Another research stream which is relevant to this paper is the one that studies the Inven-
tory routing problem (IRP) with PD (IRPDP) such that quantities of pickup and delivery
are decided based on an inventory policy, and the decision-making is centralised based on
the Vendor Managed Inventory (VMI). The most relevant papers which study IRPPD are
related to maritime applications ( , : ,

). On-road transportation, a recent paper of ( ) studied a single-
product and single-vehicle problem IRPPD in which a commodity must be picked up from
pickup customers and delivered to delivery customers over a given planning horizon with a
single capacitated vehicle. ( ) extend this work to the multiple vehicle
case. In both papers, it is assumed that the role of each customer does not change.
That is, the role of pickup or delivery customers remains unchanged throughout the time

horizon. ( ) study IRP with simultaneous pickups and deliveries
of the returnable transport items in a two-level supply chain. The most closed paper to
us is the paper of ( ). Unlike other articles, the authors consider

two PD structures in their model: one to many to 1 structure, which accounts for a
product movement from the depot to automated teller machines to the depot, and the
M-M structure, which refers to commodity transfers among the machines and which is
assumed to be visited either for a pickup or a delivery operation. However, in the IRPPD
under consideration, routes are mainly constructed for pickup and delivery; while this
deals with a decentralised supply chain, LT is considered as a complementary measure
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to sidestep shortage, and there are multiple products. Moreover, the role of customers
can change over time horizon. That is, in a given period, each customer can be a pickup
node, delivery node, or both, depending on its inventory level.

5.2.2 . Bi-level optimisation

Game Theory can be described as "the study of mathematical models of conflict and
cooperation between intelligent, rational decision-makers" ( , ). The outcome
of a competitive game is generally an equilibrium (e.g., Cournot, Nash, Stackelberg) where
none of the decision-makers would benefit by modifying their decision. In this work, we
focus on some non-cooperative games called Stackelberg Games, sequential non-zero-sum
games involving two players. Connected to game theory, bi-level problems can be seen
as the mathematical programming counterpart of Stackelberg games introduced by H.
von Stackelberg in 1952. These games can be mathematically modelled as two nested
optimisation problems, also referred to as bi-level problems ( : ). In the
bi-level programming model, the first level decision-maker (Upper Level: UL) is called
the leader and the second level decision-maker, the follower (Lower Level: LL) (

, ). Each decision-maker tries to optimise his objective function regardless
of the purpose of the other. Nevertheless, each decision-maker's choice influences the
value of the objective function and the other level's decision-making space (

, ). Therefore, the UL must choose an answer as the optimal solution in
bi-level programming, which is also optimal for the decision-makers on the second level.
This nested structure implies that a feasible solution at the UL should be optimal for the
LL problem ( , ). This is the reason why bi-level optimisation problems
are challenging to solve. Many practical problems involving a bi-level structure have been
studied in the literature. For instance: inventory management with LT in a decentralised
supply chain ( , ) and VRP ( , ).

On the other hand, ( ) stress that as the Bi-Level Programming Problem
(BLPP) is non-convex, it is difficult to solve since the simplest case is an NP-hard problem.
The methods developed to solve BLPP can be classified into two main categories: classical

and evolutionary methods ( , ). The classical or exact methods include
vertex enumeration methods ( , ), Kuhn-Tucker transformation methods
( : ), and penalty function techniques ( , ).

Classical methods can address only differentiable and convex problems. Furthermore,
the BLPP solution requirements produce disconnectedness and non-convexity even with
simple problems. ( ) propose a survey on multilevel optimisation problems
and their solution techniques. They highlight that exact methods have been used to solve
a particular case where BLPP is used and have not been used to solve various multilevel
programming problems, especially for large-scale problems. Exact solutions thus show
some drawbacks when it comes to large-scale problems, as they continue to rely on
consistency, differentiability, and convexity.

Conceptually, the evolutionary methods differ from the classical methods. They can
address differentiable and convex optimisation problems. Evolutionary methods are in-
spired by the human, biological, genetic, insect swarm, and neuro-biological processes

( ). They cover metaheuristics such as GA, simulated annealing, particle swarm'’s
optimisation, ant colony optimisation, neural networks, immune systems, etc. Applica-
tions can be found in ( ), ( ) and ( ).
Among these metaheuristics, particle swarm optimisation (PSO) and GA have been proven
to be more efficient and convenient in the resolution of BLPP. ( ) and
( , ) highlight that the PSO algorithm is more practical in solving nonlinear
and large-sized problems. ( ) and ( ) use a GA algorithm to
solve a bi-level supply chain planning problem and showed its high computational perfor-
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mance. In ( ), it is stressed that PSO and GA algorithms manifest
high computational efficiency: GA is ultimately discrete and can be applied to discrete op-
timisation, especially for decision problems with 0-1 decision variables. At the same time,
PSO is inherently continuous and can be used in continuous optimisation. GA typically
applies a crossover operator to two solutions that play a key role in the algorithm. Often,
a fixed probability mutation operator is used that changes randomly the unique content,
and a selection of performed which is generally rendered probabilistically or proportionally
( , ). Generation in this algorithm is the replacement of picked solu-
tions. That is, the parents are substituted by their children. The literature clearly shows
that GA is very robust in dealing with nonconvex and nondifferential problems, owing to
its simplicity and explicit parallelism. For the above reasons, a hybrid GA is used to solve
our bi-level program for large-scale instances.

5.3 . Mathematical formulation

5.3.1 . Bi-level integer program

Since the supply chain is decentralised, we formulate the problem as a bi-level integer
program (BLP). We assume that the manufacturer's CW acts as a Stackelberg leader
(Upper Level: UL) that chooses stocking levels and routes to be built, knowing each
customer's (Lower Level: LL) response function arising from its minimisation of the total
cost. In addition, we define parameter 0 < € < 1 to denote the relative share of the cost
of lost sales that is incured by the customer and 0 < 3 < 1 to denote the relative share of
the transshipment costs that is incurred by customer receiving products. The CW incurs
the remaining parts (1 — €) and (1 — 8). The parameters € and (3 can thus be seen as
measures of the relative power of the partners in the supply chain.

Table 5.1: Model’s notation summary

\4 set of nodes including CW
P set of products
K set of available vehicles
H set of periods
Parameters

C; maximum inventory capacity at node: € V'
Iyio inventory level at the beginning of the planning horizon at each node ¢ and product p
Dy demand to be satisfied per customer i € V{y and product p
Q capacity of vehicle
c fixed transportation cost for each vehicle k
dij distance in km between (i, j) € E
hpi unit inventory holding cost for each anode ¢ € V and product p
apij unit transshipment cost of a product p from anode ¢ € Vj tonode j € V
Spi loss sales cost associated to the product p at the level of a customer 7 € Vj
fpt quantity of product p produced at the CW at period ¢

Decision variables
Ipit inventory level of product p at node € V at the end of period ¢
Qpit quantity of product p directly shipped from the CW to node i € V{ in period ¢

Apijkt quantity of product p shipped from node ¢ € V{y to node j € Vj by vehicle k in period t. It includes regular shipment
from CW and transshipment between customer

Wpijkt quantity of product p transshipped from node ¢ € Vj to node j € Vj by vehicle k in order to sidestep the shortage
of the product p in period ¢

Ypit lost sales quantity of product p at node ¢ € V{ in period ¢
Zkt equal to 1if the vehicle k is used in period p, 0 otherwise
Tijkt equal to 1if the arc (¢, j) € E is visited by a vehicle k in period ¢, o otherwise

The related BLP is defined on a graph G = (V, E) where V = {0,...,n} the vertex
set and E = {(i,4) : i, € V,i # j} is the edge set. Let Vo = V\{0} be the set
of n customers (LL) and O be the vertex representing the CW (UL). Both the LL and
UL incur an inventory holding cost hy; per product p € P = {1,...,m}. Each has a
maximum inventory holding capacity C;. The length of the planning horizon is T' with
discrete periods t € H = {1,...,T}. We assume that at the beginning of the planning
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horizon, the current inventory-levels for each product p I, expressed in terms of Stock
Keeping Unit (SKU), are known for each i € V. D, is the demand a point of sale i € V;
has to meet for each period ¢t and product p. Let k € K = {1,...,u} be the available
set of homogeneous vehicles. Each vehicle has a capacity @ (in equivalent SKU), with a
fixed transportation cost per km c;. A distance d;; (expressed in km) is associated for all
(i,7) € E. The unit cost associated with transshipping a product p from a customer i to
a customer j is apj. Spi is the lost sale cost associated to product p at the level of the
customer i. fp; the quantity of product p produced by the CW at period t. The model’s
notation summary is given in table 5.1. The BLP for VRP-TIM can be written as:

« Upper Level

min Z Z hpolpot + Z Z Ck Z Z di;Tijke+

teH peP teHkeK i€V jeV,i#j

(5.1)
=922 2 2 D apywpum+ (L=B) D D, > spitht

teH keK i€V j€Vy,i#j peP teH icVy peEP

Subject to:
Ipot = Ipot—1 — Z Qpit + for VYpe Pite H (5.2)
i€Vo
Qpjt — Z Z (Wpjikt — Wpijkt) = Z Z (@pigkt — Gpjikt)
kEK i€Vp,i#] kEK i€V, i#]

Vpe P jeVy,tec H (5.3)
D tpioke =0 VieVo, ke KteH (5.4)
peEP

> Lu<Cy VteH (5.5)
peEP
D ikt < Qa V(i,j) EB k€K te H (5.6)
peP
injkt = Zl‘jikt VjeW. ke Kite H (5.7)
= =
S>> wmim<1l VjeVpkeKteH (5.8)
i€V keK
Z Tojkt = 2kt Vke K,te H (5.9)
JE€EVO
Z 2 <u Vte H (5.10)
keK

* Lower Level

min > N> hpilpir e D > > D apiwpijret

teH icVy peP teH ke K i€Vy jEVy,i#j pEP

BY DTN spivpin (5.1)

teH icVy peP
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Subject to:

Tpit = Ipir—1 + Qpit — Dpir — E E (Wpjikt — Wpijkt) + Ypit
ke K jeVo,it]

VieVo,pe P,tec H (5.12)
Y Lu<C; VieVteH (5.13)
peP
DD wpike < Lpa V(i4) € Bk € Kt > 1 (5.14)
keK jeVy

The objective function (5.1) at the UL minimises its total cost. The first sum corre-
sponds to the inventory cost. The second sum is for transportation costs. The third is
the total shared cost of transshipment (1 —€). The last sum is the shared cost of lost
sales (1 — 3). Constraints (5.2) indicate the conservation conditions of inventory at the
CW over successive periods. Constraints (5.3) express the conservation of flows (inflows
and outflows) at each customer j. Constraints (5.4) guarantee that vehicles are emptied
when returned to the CW at the end of a period. Constraints (5.5) guarantee that in-
ventory levels at the CW do not exceed the maximal holding capacity. Constraints (5.6)
state that the quantities transported do not exceed the vehicle capacity. Constraints (5.7)
stipulate that when a vehicle k visits the customer j in period ¢, the customer j must
be left in period ¢t. Constraints (5.8) ensure that the most a customer is visited once by
the vehicle k per period. Constraints (5.9) stipulate that only vehicles shipping products
are used. Constraints (5.10) indicate that only available vehicles are used. The objective
function (5.11) at the LL minimises the customer’s costs. The first sum corresponds to
the inventory cost. The second is the total shared cost of transshipment (¢). The last
sum is the total shared cost of lost sales (). Constraints (5.12) indicate the conservation
conditions of inventory at the customer over successive periods. The constraints (5.13)
guarantee that inventory levels at each customer do not exceed the maximal holding ca-
pacity. Constraints (5.14) state that the quantity latterly transshipped from customer i
at a period t does not exceed the inventory level at the beginning of the period.

5.3.2 . Reformulation of LL model using Karush-Kuhn-Tucker con-
ditions
The traditional idea of the reformulation of the BLP is to substitute the LL mathe-
matical program by its Karush-Kuhn-Tucker (KKT) conditions as sufficient and necessary
optimality conditions ( : ). Let 0}, 07; and o3, be the dual
variables associated with LL's constraints. We use the Lagrangian function to compute
the relative complementary conditions and dual feasibility. The BLP is converted into a
single linear program subject to the UL feasibility constraints, LL primal and dual fea-
sibility constraints, and complementary conditions. The BLP for VRP-TIM is therefore
converted into a single linear program in the following format:

min Z Z Z i Lpit + Z Z ck Z Z dijTijret

teH ieV peP teHkeK i€V jeV,i#j

IIDIDIEDBED SLET TR DID D BET s (5.15)

teH keK i€Vy jeVy,i#] pEP tcH i€Vy pEP

Z Z Z gjlyitDl)it + Z Z U?tci

teH ieVy peP teH icVy

Subject to:
Upper level feasibility: constraints (5.2)- (5.10)
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Lower level primal feasibility: constraints (5.12)- (5.14)
Substituted complementary conditions:

DD D byt ed D D D Dyt £ B3 DD st

i€eVy teH peP teH ke K i€Vy jEVy,i#j pEP teH i€Vy peP
3
N DIPIPIL LTSI e
i€Vo pEP tEH teH ieVy
(5.16)
Lower level dual feasibility:

o5 — 00y <hy VieVo,pePteH (5.17)
20 + Oy < €ap; Vi€ Vo,pe Pt € H (5.18)
Opiy < Bspi VieVo,pe Pte H (5.19)

5.4 . Resolution approach
This section describes the resolution approach adopted to solve the problem at hand.

5.4.1 . Hybrid Genetic Algorithm coupled with reinforcement learn-

ing
The bi-level problems are intrinsically hard, even for convex levels. The simplest
bi-level linear programs have been proven strongly NP-Hard ( , ). The

complexity induced by multiple levels and/or multiple objectives makes exact approaches
non-efficient in tackling large-sized problems. For this reason, researchers turned towards
metaheuristics. Among the metaheuristic algorithms, GA has proved to be the most
practical and quite robust in dealing with discrete problems ( , ;
, ). On the other hand, GA is fast at global search but slow to converge (
, ). Furthermore, local search heuristics such as Variable Neighborhood
Search (VNS) are good at fine-tuning but often fall into local optimum. In this paper,
a hybrid metaheuristic which combines the properties of GA and VNS is used. Indeed,
GA performs a global search to escape from the local optimum, whereas VNS is used to
conduct fine-tuning. Finally, as in ( ), deep reinforcement learning
is used further to enhance the speed and convergence of the algorithm and to cope with
GA's limitation in terms of speed of convergence highlighted in ( ,d).

5.4.1.1 . General description of HGA

As shown in the Algorithm 4, the first step consists of applying GA for UL. First, we
generate randomly an initial population of chromosomes representing the routing decisions
of the UL (a sequence of customers to visit). Once generated, the related mixed-integer
program is solved. For each chromosome, a fitness value is computed concerning the
objective function of the UP. Next, a double-point crossover is performed. A VNS proce-
dure is used to replace any child created with its better neighbour. A reverse mutation
is performed depending on the corresponding mutation rate. VNS is again applied to re-
place a mutated child with its better neighbour. The next population from the population
size of the best available solutions is chosen. The best available solution based on the
computed fitness is saved. All the steps above are repeated until the maximum number
of iterations is reached. Based on the best solution for the upper level, the above stages
are performed to find the best solution for the lower level. Based on the best solution
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of the LL, an initial solution for the upper level is constructed. All the steps mentioned
above are repeated until no solution improvement is noted.

Algorithm 4 : HGA

1. Generate an initial population.

2: Calculate the fitness value of each chromosome according to UL's
objective function.

3: Execute the cross-over operator.

4. Use VNS to replace any child the cross-over generates with its best
neighbour.

5: Conduct mutation process.

6: Perform a mutation for the insertion.

7: Apply the VNS method to substitute any child with its best neigh-
bour generated by mutation.

8: Measure the fitness value of all strengthened chromosomes within
the current population; select the next population with the best
possible solutions from the population size and save the best rela-
tive solution.

9: Repeat steps 3 to 7 until the maximum number of iterations is
reached.

10: Depending on the best UL solution, repeat the above steps for the
lower level.

1: Depending on the best LL solution, build an initial solution for UL.

12: Repeat steps 2 to 11 until no improvement of the solution is noted
or a time limit is reached.

Now we describe these steps in detail.

5.4.1.2 . Chromosomes encoding

A chromosome is represented as a bit string in which all the possible information re-
garding vehicles' routing, inventory levels and quantities to be transshipped are presented.
In this paper, a chromosome of UL is a one-dimensional array of integer values represent-
ing the nodes (customers) to be visited. Each chromosome () is partitioned into several
sub-sequences, each representing a constructed route assigned to a given vehicle and in a
given period. As for LL, we choose the representation space of the relative chromosome
& to be expressed as a Cartesian product of allele sets A*, with « = {1, 2}:

E=A' x A? (5.20)

The algorithm uses a 8-bit scheme A* = {a;‘as‘asz‘as as'ag'ar‘ag"; " € {0,1}/1 =
1,8}, so that transshipped quantity from a customer takes an integer value less than or
equal to its inventory level at the beginning of the period minus the demands it has to
satisfy. Next, each chromosome is re-converted to its corresponding variables x;jxt, Ipit
and wp;;x: to be able to calculate the fitness value (F') according to each level's objective
function (OF). This fitness is expressed as:

1
F = OF (5.21)
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5.4.1.3 . Genetic operators

In this algorithm, as in ( , ), the following operators are
used:

+ Cloning operator consists of selecting a member of each generated population
according to its fitness and making a copy. This guarantee that the best members of
the current population will be present in the next. Finding the trade-off between the
algorithm’s performance and speed led us to choose the best 30% of chromosomes
in the current population to be copied to the next generation.

+ Parent selection operator, which uses a binary tournament selection process that
starts with creating two pairs of chromosomes. Every pair consists of two chromo-
somes randomly selected from the current population. The two best chromosomes
for each pair are chosen for crossover operations. This process results in two
children, each counted in the new population.

+ Crossover operator is essential to mate the pairs of chromosomes to produce their
offspring. In this paper, the two-point crossover is chosen, and the contents be-
tween these points are exchanged between two mated parents. A crossover is
performed based on a probability Pg.

* Mutation operator is the second operator used for exploring new neighbours. The
idea is to produce random bit alterations in different chromosomes. A mutation
process is performed using a Pj; probability.

5.4.1.4 . VNS procedure

VNS is a metaheuristic for solving combinatorial and global optimisation problems.
Its basic idea is a systematic change of neighbourhood within a descent phase to find a
local optimum and a perturbation phase to get out of the corresponding valley (
). The algorithm proceeds as described in Algorithm 5. With the function
Shake represented in Line 4, a neighborhood z’ is randomly generated from the kth
neighborhood of z, i.e., ' € Ni(x). Its steps are given in Algorithm 6, where it is
assumed that points from Ny (z) are {z',...,z!NV*(®)I}  Next, a Variable Neighborhood
Descent (VND) procedure is applied if a neighbourhood is changed. Its steps are presented
in the Algorithm in 7. It is worth noting that the final solution should be a local minimum
regarding all k4. neighbourhoods; thus, the chances of reaching a global one are larger
than using a single structure.

Algorithm 5: VNS
t < 0t < tmpak < 1k < kpaw @' < Shake(z, k) z" +
VND(z,k) OF(z") < OF(xz) x < 2"; k < 1// make a move
k < k + 1 //next neighborhood

Algorithm 6 : Shake procedure
w < [1 + Rand(0,1) x |Ni(z)|] ' < ¥
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Algorithm 7 : VND
k< 1k < kpea @ < argmingen, ) OF (z) // find the best
neighbour in Ny(z) OF(2") < OF(x) x + 2”"; k < 1// make a
move k < k + 1 //next neighborhood

5.4.1.5 . Constraints violation

A basic penalty strategy is adopted to respect the model's constraints in the HGA.
That is, during the generation of the random initial solutions and through the crossover
and mutation schemes, the feasibility of each chromosome is checked considering the con-
straints of the model. If an infeasibility arises in the solution, then a penalty is associated
with the value of the fitness functions of the corresponding chromosome
( ). In this way, infeasible chromosomes have a lower probability of being part of the
next generation of chromosomes.

5.5 . Computational experiments

5.5.1 . Data set and parameters tuning

This section summarises the computational experiments performed on a set of in-
stances randomly generated by ( ) for a multi-products IRP. For
each instance, the number of customers varies between 10 and 50, the number of both
products and vehicles varies between 1 and 5, and finally, the number of periods varies
between 3 and 5. Product availability at the CW is a multiple of a number randomly
generated according to a discrete uniform distribution in the interval [50,140], and the
maximum inventory level is a multiple of a number drawn randomly from [150,200]. The
initial inventory level is a randomly generated number in the interval [100,150]. Hold-
ing costs are randomly generated from a continuous uniform distribution in the interval
[0.02,0.2]. The reader is referred to their paper for further details, and the dataset can
be downloaded from http://www. leandro-coelho.com/instances/.

As in ( , ), to fine-tune the parameters, we use the Irace
package (see Table 5.2). All optimisation steps are carried out on a personal computer
(MacBook Pro, macOS Cataline, CPU 3.3 GHz Quad-Core Intel Core i7, 8 GB of RAM).
The problem is solved using the branch-and-cut solver of CPLEX 12.9 (academic version),
Python 3.7 and Pytorch. For each instance, ten independent runs are performed using
HGA, and the average of the results is recorded. We refer to the instances using the
following notation: [number of products] P [number of customers] N [number of periods]
T, e.g., 2P5N5T refers to the instance where two products are shipped to a set of 5
customers over a planning horizon of 5 days.

Table 5.2: HGA's parameters

Parameter Range Chosen value
Population size (UL / LL) [100,140] 100
Maximum number of iterations [100,140] 100

Mutation probability [0.10,0.18] 0.15
Crossover probability [0.5,0.55] 0.52

Cloning probability [0.2,0.4] 0.3
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Table 5.3: DQ’s parameters

Parameter Value
Exploration rate [01]
Discount rate 0.33
C 100

5.5.2 . Primary insights into ¢ and 3 optimal value

Considering a Stackelberg game, the parameters € and 5 can be seen as measures of
the relative power of the partners in the supply chain under consideration. The policies at
the level of the CW and the customers are locally optimal since all the partners minimise
their narrowly defined objectives. The objective is to determine the scenario in which
transshipment is beneficial, and the total cost is minimised for all the partners. That is,
determine €* the fair shares relative to transshipment cost given the shared parameter 3
of lost sales cost. Without loss of generality, we consider an instance consisting of 10
customers and five products. For a given value of 3, we vary € € {0;0.2;0.4;0.6;0.8; 1}
and observe the variation of the total cost at the level of CW and customers. The
intersection of the two curves makes it possible to determine €* (see Table 5.4).

From Table 5.4, we can see that the CW tends to become relatively more interested
in instituting inventory sharing schemes as the customer incurs higher LT and shortage
costs. Indeed, whenever the CW incurs a major part of the cost of lost sales, he becomes
more cautious about sharing the cost of LT. And vice versa. If he incurs a large part of
LT cost, it is in his interest to incur a small percentage of the cost of lost sales. As a
result, a fair share of costs and inventory sharing is efficient if only they make at least one
party strictly better-off while making no one else worse-off.

Table 5.4: Optimal shares relative to the transshipment for a given
value of share of lost sales

B [ 0.2 0.4 0.6 0.8 1
€ ~0,95 ~0.87 ~0.80 ~0.76 ~0.68 ~0.6

5.5.3 . Results on small and large instances

This section aims to provide insight into the benefits of transshipment and the rep-
resentativeness of the results. For each instance, we consider two scenarios in which we
compare the bi-level program with (VRP-TIM) and without transshipment (VRP-IM).
Tables 5.5, 5.6, and 5.7 summarise the results of the comparison between CPLEX and
HGA in terms of total costs (TC). It also provides the gap (GAP) computed regarding
the total costs obtained using CPLEX (with a time limit of 24 hours). For each instance
under consideration, we remade the same tests done in the previous section by varying
€ and 8 to determine the optimal €* and /3*; corresponding to the lowest cost recorded
so far. Tables 5.9, 5.8 and 5.10 summarise the results for each instance under considera-
tion. For all instances, the breakdown of costs is provided, namely: Transportation (T),
Inventory (1), Lost sales (LS) and transshipment (Ts). Tables also provide the service
levels computed regarding the satisfied and lost demands and report CPU time in second
(CPU) needed to solve the models using HGA.  From Tables 5.9, 5.8 and 5.10, results
show that transshipment is overall efficient as it reduces lost sales and enhances service
levels. It also shows that as a leader, the CW tends to become relatively more interested
as the customer incurs higher costs relative to transshipment and lost sales. In addition,
any of the involved parties can end up better off once transshipment is allowed. Hence,
depending on the value of the parameters ¢* and 8*, inventory sharing may work both in
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Table 5.5: Results of comparison between CPLEX and HGA on small and
relatively large instances (T=3, P=[1;5])

Instance Model CPLEX (24 hou_l}sc) H?.é GAP (%)
o | e el mE o
sposT | vt I
srovar | Yo, e | s | e
st | oot wo | wm o
e | e AR
el L N S el
ot |yt 1R
oot | et AR
sPaonT | et A
paonsT | e, sy | e o
panst | Vo AR
sraohar | et E A

Average 160045 160821 0.6

Table 5.6: Results of comparison between CPLEX and HGA on small and
relatively large instances (T=5, P=[1;5])

Instance Model CPLEX (24 hou_l}sc) H?_’é GAP (%)
Pt | Vo | | w
FIONST | vgp v woss | asrma | 83
o | | Em | em | &
e [ | o e
F2oNST | Vb i | e | a2
SP2ONST | yep i oo | whon | 00
PIONST | Voo i mesho | mats | o3
st | et =1
PN | o oo | e | 2
PANST | v sssirs | shaosr | 1
e RS P
srans? | ool | et ERE T

Average 415526 431083 4.6
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Table 5.7: Results of comparison between CPLEX and HGA on small and
relatively large instances (T=5, P=[10;50])

Instance Model CPLEX (24 hou;sc) H?_é GAP (%)
OPIONST | Yoo i Sa | jose | o
3OPIONST | v T s | mivos | e
soPoNST | vrei mem | o |
10P2ONST | Jeb riy Hosas | mous | 3a
e A A
ot [ty | S| G|
oo |t | S | e | o
st [y | mn | s | o
e [l | e | e
T S I
st oy | g | |
sopaonst | oo | Eoma | oty |

Average 1386714 1435500 4.5

Table 5.8: Results for small and relatively large instances (T=3)

Instances Model Level T | LS Tr TC €™ (%) B* (%) SL (%) CPU (s)
g UL 2391 662 634 o 3688
VRP-IM LL o] 3577 11288 [} 14865 95 47 42
1P1oN3T UL 2894 806 626 1433 5759
VRP-TIM 2 8 2
LL o 2445 187 842 3474 37 3 7 3
g uL 4623 1438 3347 0 9408 .
3P1ON3T VRP-IM LL o] 5769 14632 [} 20402 81 40 73
g UL 6292 1644 149 2105 10190
VRP-TIM w o 5569 330 137 136 37 69 73 16
] uL 7750 2651 4594 0 14994 |
SP1oN3T VRP-IM LL o 9344 7520 o] 16865 62 43 9
g UL 9165 2592 178 1408 13343
VRP-TIM L o 7059 70 930 8059 40 28 74 1
] uL 7225 3477 5169 0 15871 .
1P20N3T VRP-IM LL o 11209 7806 o 19014 60 48 55
g uL 7544 3090 [¢] 1633 12266
VRP-TIM L o 7576 o 1689 9264 51 o 100 19
i UL 9004 4045 8553 o 21602
VRP-IM LL 0 10800 10488 o 21288 55 43 1=
3P20N3T uL 12441 3607 407 1285 17740
VRP-TIM LL o 11064 302 1845 13210 59 43 79 35
i UL 13884 6379 15996 o 36260
5P20N3T VRP-IM LL 0 11156 10359 [} 21515 39 35 79
g uL 13329 4863 25 2944 21160
VRP-TIM LL o 10405 615 2675 13695 48 96 87 76
g UL 20608 7200 2139 o 29947
1P30N3T VRP-IM LL o] 19500 25965 o 45466 92 35 56
g uL 15996 6963 o 2733 25693
VRP-TIM LL (o] 16010 0 2823 18833 51 100 100 40
VRP-IM UL 17844 9891 16264 [} 43998 } 8 46 2
LL o] 18254 22250 o 40504
3P30N3T uL 27281 06 106 210 0660
VRP-TIM 7 9903 4 4 40 18 88 15
LL o] 18329 23 2753 21105
g UL 30478 14134 36659 o 81270
5P30N3T VRP-IM LL o] 35832 29924 o 65756 45 34 37
g UL 62146 19060 197 10028 91430
VRP-TIM LL o] 27109 66 3272 30447 25 25 78 63
g UL 72232 31999 119258 o 223489
1P4ON3T VRP-IM LL o] 55827 21209 o 77036 5 48 78
g UL 101981 25808 1M1 13533 141432
VRP-TIM LL o] 58447 263 12973 71683 49 70 87 45
] UL 94046 53118 177614 o 324778
P4oNaT VRP-IM LL o] 83517 124380 o 207897 @ 42 39
3P40N3 VRP-TIM UL 154705 35821 515 26084 217125 2 32 89 32
LL o 78670 241 18657 97568
] UL 155834 111866 300065 o 567764
VRP-IM LL o 173799 306018 o 479818 50 33 74
5P40N3T
VRP-TIM uL 273518 46603 343 77884 398348 19 67 86 47
LL o] 147900 701 17996 166597
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Table 5.9: Results for small and relatively large instances (T=5)

Instances Model Level T | LS Tr TC €* (%) B* (%) SL (%) CPU (s)
g UL 7612 2015 10471 o 20098
1P1ON5T VRP-IM LL [¢] 1678 25598 [¢] 37276 n 30 7
g UL 9086 2172 337 355 11950
VRP-TIM LL o 7082 1910 5629 14621 94 85 8o 79
] UL 14207 4075 7354 o 25636 _
3P1ON3T VRP-IM LL o 19263 41910 o 6173 85 39 63
g UL 15102 4524 1581 3319 24525
VRP-TIM LL o 14569 18 6642 21228 67 1 81 15
g UL 22079 8933 7890 o 38903 ;
5P1ONST VRP-IM LL [¢] 31424 30344 [¢] 61768 7 44 95
vepTiM | Ut 30803 Boab 23 6341 45313 3 84 88 2
LL [¢] 21544 631 975 23150
] UL 18692 8900 30779 0 58372
VRP-IM LL [¢] 29580 1598 [¢] 3177 5 36 93
1P20NsT UL 24652 8438 o 4016 37106
VRP-TIM LL 0 20666 0 5564 26230 58 92 100 7
VRP-IM uL 30244 10291 23375 [ 63909 . 62 18 .
3P20NST LL [¢] 29527 37825 [¢] 67352
g uL 41367 10543 334 7031 59275
VRP-TIM LL o 37186 1963 3081 42230 30 85 86 102
g UL 44179 21824 43414 o 109417
5P20NST VRP-IM LL [¢] 30846 24775 [¢] 55621 36 31 100
g uL 38240 13970 948 1900 55059
VRP-TIM LL [¢] 34711 800 16102 51613 89 46 69 36
VRP-IM UL 49213 17920 36635 [) 103769 j 60 29 10
LL [} 56395 54791 o 11187
1P30NST uL 40870 16635 o 6957 64462
VRP-TIM L o 54883 o 8023 62906 54 15 100 110
i UL 49232 26062 11793 o 87086
3P30NST VRP-IM LL ¢} 49121 93446 ¢} 142567 89 30 38
g uL 72349 25359 4 2742 100453
VRP-TIM n M e 338 17465 65130 86 99 88 69
VRP-IM UL 69564 39692 18525 o 127781 89 3 46
P3oNET LL [¢] 91906 157307 o 249213
5P30N5 VRP-TIM uL 141514 42578 552 19266 203910 28 8 .
LL [ 89021 220 18459 107700 49 7 5
g UL 125424 95261 10848 o 231533 )
1PAONET VRP-IM LL o 158078 323604 o 481682 97 35 6
4015 VRP-TIM uL 201091 73320 1662 31556 307629 o 81 80
LL o 211603 5 44800 256408 59
g UL 222753 220815 320036 o 763604
VRP-IM LL o 208980 213614 o 422594 40 33 43
3P40N5T
UL 387703 156831 2185 64299 611018
VRP-TIM 62 14 83 54
LL 0 420244 347 104754 525346
g UL 384250 526864 781004 o 1692117
5PAONST VRP-IM LL o 318694 267366 o 586060 26 47 94
VRP-TIM UL | 588534 267396 1374 151755 1009059 45 66 - 1
LL [¢] 865282 2727 121773 989782
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Table 5.10:
P=[10;50])

Results for small and relatively large

instances (T=5,

Instances Model Level T | LS Tr TC (%) B (%) SL (%) RT (s)
uL 21085 6526 39934 o 67545
VRP-IM 8 22
LL o 37405 45579 o 82984 53 3 3
10P1ONST uL 28820 6914 2612 10674 49021
VRP-TIM 26 8 171
LL [ 22776 3792 3771 30339 59 ’ ’
g UL 42350 13659 100613 o 156622
oP1oNET VRP-IM LL o 49391 38693 o 88084 28 39 304
3 > VRP-TIM uL 35670 1757 3484 15742 66652 48 9 7 01
LL o 43780 350 14519 58649
VRP-IM UL 52725 20582 34759 o 108066 7 40 182
50P1ONST LL o 79723 84514 o 164237
g UL 103990 23091 1464 9295 137840
VRP-TIM LL o 72432 807 8241 81481 47 36 67 69
uL 57778 22188 58632 o 138598
VRP-IM 196
LL o 84775 43547 o 128323 3 33 o
10P20NST UL 60225 25533 o] 8528 94286
VRP-TIM LL o 70079 o] 15100 85180 64 94 74 82
] UL 98413 32446 93782 ) 224642
VRP-IM LL o 89615 66140 o 155754 4 44 107
20P20N5T UL 134733 27643 91 12107 176395
VRP-TIM LL (o] 100887 4775 13731 119392 53 7 67 259
UL 104792 74289 215707 o 394789
VRP-IM ¢ 11
50P20N5T LL 0 85444 329 o 85773 34 3
VRP-TIM uL 100074 42134 1672 31652 175532 32 62 87 239
LL o 100071 2774 14567 117412
] UL 115159 49783 101081 ) 266022
10P30NST VRP-IM LL o 163546 127873 [¢] 291419 56 33 300
g UL 118974 56093 o 24236 199303
VRP-TIM LL [¢] 179467 o 23714 203181 49 64 7° 144
VRP-IM UL 128100 72452 251249 o 451801 21 28 16
LL o 126537 65234 o 191770
30P30N5T
VRP-TIM uL 205036 75621 286 46096 327039 30 72 86 197
LL o 136584 753 20081 157418
i UL 224176 172000 74357 o 470532
VRP-IM LL o 201573 598037 o 799609 8 45 194
50P30N5T uL 62151 182 81 67978 1328
VRP-TIM 46215 777 3 797 713287 m 83 65 121
LL [ 20351 1904 54315 259730
g UL 477719 388892 737077 o 1603688
VRP-IM LL o 284218 600160 o 884378 45 37 307
10P40N5T
VRP-TIM uL 806453 420386 3503 238992 1469334 . 3 82 266
LL [¢] 306690 1646 1682 310018
VRP-IM UL 995566 710506 1941002 o 3647074 1 2 312
LL o 575256 359187 o 934443
30P40N5T
VRP-TIM uL 1276615 733995 3685 142791 2157085 75 48 69 80
LL o 636996 3434 425681 1066111
g UL 1713368 1617823 3293957 o 6625149
VRP-IM LL o 1084358 1451156 o 2535515 3 4 73
50P40N5T
VRP-TIM UL 2280034 1418812 1766 833662 4534273 s 8 6 .
LL o 838923 8579 518733 1366236 3 3 7 43
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favour of or against any of the participants, regardless of their relative power and lead-
ership position in the supply chain. This result indicates that the transshipment-related
agreement between customers frequently needs to be accompanied by mutual monitoring
and enforcement mechanisms and possibly pre-negotiated cash payments. Coordination
is thus beneficial, i.e. encouraging the decision-makers to behave as in the centralised
system while still optimising their income. One way of organising the system is to allow
the decision-makers to transfer payments based on their actions and implication. Finally,
as for HGA performance, we can see from Table 5.5, 5.6, and 5.7 that HGA can provide
solutions with a minimum gap (on average 3.2%) and with less amount of time. However,
we can notice that in some instances, the gap exceeds 5%—this highlight the limitation
of GA in terms of scalability.
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5.6 . Conclusions & perspectives

This paper considers a deterministic, multi-product, multi-period, multi-vehicle rout-
ing problem with transshipment; in a decentralised supply chain. The supply chain consists
of a CW that produces a set of items and sells them through an independent network
of customers, running on a franchising scheme. We model the problem as a BLP. We
consider that the CW acts as a Stackelberg leader. That is, the lower levels: customers
optimise their objective function subject to the value of the leader variable. The CW (UL)
goal is to choose a stock level and routes to be constructed (according to its objective),
knowing that the customers will follow optimally; while satisfying a set of constraints
relative to vehicle routing, product availability and inventory management. The results
show that if the CW agrees to take part in the costs of LT and lost sales, the network will
improve its service level. They also show that the CW seems to become increasingly more
involved as more transshipment and the customer incurs shortage costs. Furthermore,
all of the parties involved can end up worse off once transshipment is permitted. Hence,
depending on the value of the parameters ¢* and 3*, sharing of inventories may work for
and against any of the parties, regardless of their relative power and leadership position in
the supply chain. This result suggests that sharing deals where customers are autonomous
also needs to be followed by joint control and regulation systems and likely pre-negotiated
cash payments between the parties. Further, some supply chains are characterised not
only by one or two decision-makers but also by many divisions at the lower level where
there is a mix of small and large customers arranged within a hierarchical structure. The
BLP we develop could also be generalised to model such decentralised systems. Finally, as
for the resolution approach, coupling HGA with reinforcement learning helps significantly
to enhance the quality of the feasible solutions and reduce the computational time. While
the benefits of the model and the effectiveness of the resolution approach are demon-
strated using randomly generated instances, it would be helpful to further assess their
effectiveness on a real dataset. Also, it would be interesting to evaluate the performance
and limitation of resolution approaches on other complex supply chains such as closed-loop
ones.
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An Artificial-lmmune-System-Based Algorithm Enhanced with Deep
Reinforcement Learning for Solving Returnable Transport Item Problems
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2Complex Systems and Interations, Ecole Centrale of Casablanca; b Laboratoire Genie
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Abstract: This paper proposes a new approach, i.e., virtual pooling, for optimising
returnable transport item (RTI) flows in a two-level closed-loop supply chain. The supply
chain comprises a set of suppliers delivering their products loaded on RTls to a set of
customers. RTls are of various types. The objective is to model a deterministic, multi-
supplier, multi-customer inventory routing problem with pickup and delivery of multi-
RTI. The model includes inventory-level constraints, the availability of empty RTls to
suppliers, and the minimisation of the total cost, including inventory holding, screening,
maintenance, transportation, sharing, and purchasing costs for new RTls. Furthermore,
suppliers with common customers coordinate to virtually pool their inventory of empty
RTIs held by customers so that, when loaded RTIs are delivered to customers, each
may benefit from this visit to pick up the empty RTI, regardless of the ownership. To
handle the combinatorial complexity of the model, a new artificial-immune-system-based
algorithm coupled with deep reinforcement learning is proposed. The algorithm combines
artificial immune systems’ strong global search ability and a strong self-adaptability ability
into a goal-driven performance enhanced by deep reinforcement learning, all tailored to
the suggested mathematical model. Computational experiments on randomly generated
instances highlight the performance of the proposed approach. From a managerial point
of view, the results stress that this new approach allows for economies of scale and
cost reduction at the level of all involved parties to about 40%. In addition, a sensitivity
analysis on the unit cost of transportation and the procurement of new RTls is conducted,
highlighting the benefits and limits of the proposed model compared to dedicated and
physical pooling modes.

Keywords: closed loop supply chain, returnable transport items, pickup and delivery,
inventory routing problem, artificial immune systems, deep reinforcement learning

6.1 . Introduction

Returnable transport items (RTIs) are all reusable assets used to facilitate product
shipping, storing, handling, and protection in the supply chain ( , ) RTls cover
reusable drums pallets, crates, rolls, boxes, and barrels (

; , ). Along with globalised supply chalns the use of
RTIs has become more prevalent in recent decades as they eliminate the wastes that one-
way secondary packaging may generate ( , ). The use of RTls has been proved to
be an enabler for better ergonomics and productivity while facnlltatlng automation, better
inventory control, and |mproved quality ( , ; . ;
, ). Furthermore, their operational benefits help

reduce the dlsposal costs of packaging material and improve productivity (
, ). These assets usually flow in a closed-loop supply chain between players
, ). Loaded RTIs are received and unloaded at a given level
of the supply chain. Either the empty RTI can be collected and returned to the sender,
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or the receiver can reuse them to ship his products and thus continue to flow downstream
the supply chain. Therefore, there exist two flows of RTls that must be managed (

, ): forward flows, which correspond to the forward distribution of goods loaded
on RTls, and reverse flows, which correspond to the collection and return of empty RTls
to their owners. This paper aims to optimise both forward and reverse flows of RTls in a
two-level closed supply chain.

Managing such assets has become a primary concern of supply chain managers, along
with managing warehouses, machines, and vehicles ( : , ).
Indeed, it has become very pressing for companies to efFectlver package products and
guarantee to have them in the proper quantity, at the right place, and at the right time.
To avoid shortages, many companies frequently invest in more RTls, resulting in higher
holding and purchasing costs ( , ; , ). Moreover,
supply chain players experience RTI losses, varying from 3 to 20% ( , ). This
mismanagement lengthens turnaround times and pushes players to overinvest in these
assets, leading to inefficient budgetary practices: companies buy new RTls to replace the
lost ones and recruit additional staff to handle them ( , : ,

. , 2017).

According to ( ); ( ) ( ), RTI management
can be divided into two modes depending on the ownership of empty RTls: a dedicated
mode (private RTIs) and a shared mode (public RTls). The dedicated mode (DM) refers
to the case where RTIls are owned by players (suppliers, for example) who use them
exclusively to deliver their products without considering sharing them with others. They
are responsible, in general, for collecting, refurbishing, and managing the inventory of
their specific assets. In this system, RTls received by a partner are shipped back to their
specific owner. In the shared mode (SM), players agree to share their RTls within a
"pooled" system. A service provider company manages this shared system, and running

such a pool is its core business ( : ). In this pool, empty RTls are
physically stored and can be used by all players without any obligation for these assets
to return to their starting point at their next movement ( , ). RTI

pools can be categorised into two types: "rented" and "open" pools ( ,

). The "rented" pool is based on a one-owner pool model: RTls are owned by one
company that rents and provides the supply chain players with the empty RTls they need.
In this case, the company manages and oversees its RTI pool's day-to-day operations
and services. The "open" pool is based on a changing-owner pool model: all partners
store their RTls in a pool, and when an RTI is used, its ownership is transferred to
the receiving partner, who must return similar RTls of comparable quality (1:1 exchange
concept). In both cases, a pooling system involves a pooler responsible for supplying
ready-to-use RTls to all partners, collecting them from downstream levels, refurbishing
damaged ones, and holding inventory within its facilities until new RTI orders are placed

The literature review (see Section 6.2) shows that most papers exclusively address
DM and SM and highlight each mode's benefits on the overall supply chain performance.
However, both modes may not always be profitable and practicable. Compared to the SM,
the DM may be easier to implement, and it does not lead to resource dependency, as each
player is always free to manage and use his inventory of empty RTls ( , ). On
the other hand, the SM is typically less expensive, as it may offer cost benefits through the
shared use of RTls among tier suppliers ( , ; , ). However,
the prerequisites of commonly serviceable RTls for various materials from several suppliers
are hard to meet ( , ). Moreover, the SM compels advanced decision-making
on where to locate pooler facilities, how to set facilities’ capacities, and how to distribute
transportation flows (i.e., delivery, pickup, inventory balancing, and supply) across the
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network, which may imply additional managerial costs (i.e., transportation, inventory
holding) and a need for solid information system support ( , ). The SM
may also establish a resource dependency, as each player is not always free to pick up the
empty RTls needed to deliver his products. This is particularly true for complex supply
chains, which include multiple origins and destinations and multiple RTls that flow within,
in which constraints such as variable demands, vehicle capacity, and shortage are to be
considered.

This paper proposes a new approach to overcome the shortcomings above of both
modes in a closed-loop supply chain. Specifically, we consider the case of a two-level
closed-loop supply chain comprising a set of suppliers delivering products to joint cus-
tomers. We assume that each supplier owns RTls that can be held in either his or the
customer’s inventory. In addition, each supplier is responsible, as in DM, for collecting,
refurbishing, and managing his inventory. We also assume that the suppliers coordinate
their logistics operations so that, while delivering loaded RTls to customers, each supplier
may benefit from this visit to pick up empty RTls regardless of the ownership. This has
earmarks of the classic lateral transshipment that relies on authorising the virtual pooling
of finished products’ inventory between members belonging to the same echelon of supply
chains ( , ). This practice usually takes place to re-balance the entire
system'’s stock levels to react to scenarios where one of the locations faces a shortage
while others have residual stock in hand. Accordingly, instead of calling upon a pooler
or a leasing company to acquire the needed quantities of RTls, this paper suggests that
suppliers arrange to "virtually" pool/share their stock of identically substitutable RTls:
no need for a real and physical pool to store RTIs as in SM. As such, we conserve the
ownership of RTls as in the DM and allow the shared use of RTls as in SM (Table 6.1).
Moreover, each supplier buys, when needed, and adds new RTIs to the whole system.
Therefore, the order may be filled, and the customers receive what they want, and the
partners free up space in their inventory and reduce idle stock. It is mutually beneficial
for all parties. Consequently, suppliers can sidestep the shortage of empty RTls at their
levels and reduce the cost of transportation, inventory holding, and the procurement of
new RTls. Such a strategy creates a valuable partnership but implies additional logistics
operations that must be optimised.

Table 6.1: Characteristics of RTls management strategies

DM SM Virtual Pooling Mode
Owner of RTIs Each supplier All'suppliers or a pooler company Each supplier
Management of empty RTIs, collection, refurbishing Each supplier One pooler company All suppliers
Storage of empty and shared RTls - In dedicated facilities At suppliers’ level

Our paper has three main contributions. First, we develop a new mathematical for-
mulation of the RTI pickup and delivery problem in a closed-loop supply chain consisting
of a set of suppliers shipping their products to a set of common customers (e.g., plants,
retailers) and using a set of RTls, i.e., a multi-supplier multi-customer inventory routing
problem with the pickup and delivery of multi-type of shared RTls (IRPPDS). We assume
that supply chain partners adopt a vendor-managed inventory policy (VMI): their oper-
ations are coordinated to organise deliveries and pickups to fulfil customers’ demands.
Thus, we address a multi-supplier, multi-customer, multi-RTI inventory routing problem
that is hard to solve due to its inherent combinatorial complexity. Suggesting an effi-
cient way to cope with this complexity by developing a breakthrough solving approach
is the second contribution of this paper. Indeed, we use a matheuristic that hybridises
an artificial-immune-system-based metaheuristic and a mathematical programming algo-
rithm. Furthermore, thanks to its generality and flexibility, this matheuristic uses deep
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reinforcement learning techniques initially proposed by ( ) for success-
fully solving dynamic and stochastic inventory routing problems. Also, the performance
of the approach is compared to the one developed in ( ) and two
pure metaheuristics. Finally, broad experiment campaigns are conducted on instances
of large sizes. These experiments stress that the resolution approach is very competitive
compared to other existent metaheuristics: it leads to better quality solutions and reduces
computational time. Furthermore, we evaluate the cost reduction enabled by the virtual
pooling of RTls compared to DM and SM.

The remainder of the paper is organised as follows. Section 6.2 presents an overview
of related works. After a detailed definition of the problem in Section 6.3, the mathe-
matical formulation is provided in Section 6.4. Section 6.5 describes the proposed resolu-
tion approach and explains the hybridisation scheme used to integrate the mathematical
model, the artificial-immune-system-based algorithm and the deep reinforcement learning
technique. Section 6.6 provides the computational results and presents the matheuris-
tic performance analysis compared to three resolution approaches. Finally, Section 6.7
summarises the main findings and provides perspectives for further research.

6.2 . Related Work

This section reviews research streams that are mostly related to our work. The
objective is to position our contributions in line with papers on the inventory routing
problem (IRP) with pickup and delivery and RTls management modes and highlight our
contribution to the resolution approaches applied to solve similar problems.

The vehicle routing problem (VRP) calls for determining the optimal set of routes
to be performed by a fleet of vehicles to serve a given set of customers (

). In the literature, three different variants related to the structure of pickup and
delivery and the number of origins and destinations are to be distinguished (

, ): one-to-one (1-1), in which a request is originated at one location and des-
tined for another location; one-to-many-to-one (1-M-1), in which each customer receives
a delivery originating from a common depot and sends a pickup quantity to the depot;
and finally, many-to-many (M-M), in which a commodity may be picked up at one of
many locations and also delivered to one of many locations ( , ;

: : , ). The IRP calls for inventory management,
vehlcle routmg, and dellvery scheduling decision-making problems ( ,

). Our paper’s most relevant research stream addresses IRP with pickup and delivery
(IRPPD). According to ( ), this problem has three variations regarding
vehicle routing: (1) VRP with simultaneous pickup and delivery (SPD), in which products
are delivered whilst others are simultaneously sent back to the origin; (2) VRP with back-
hauls, where all deliveries must be undertaken before any pickup on each route; (3) VRP
with mixed pickup and delivery, which can be characterised as a particular case of the
VRP with SPD in which customers may have a pickup or delivery demands. Some recent
applications of the VRP/IRP with pickups and deliveries can be found in (

, : , ). IRP problems have been intensively studied in the liter-

ature, and the reader is referred to ( , ) for a thorough overview of more
related papers. Furthermore, for the more recent papers on decision support models for
RTIls, the reader is referred to the review by ( , : , ), which

provides a systematic literature review of decision models in managing closed-loop supply
chains, including RTls. Along with developing decision support models, significant re-
search efforts have also been devoted to investigating RTI management strategies in both
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the dedicated and the shared modes ( , ). Most related works address
the management of RTls as part of a VMI policy and develop decision support models
for cost reduction under stochastic or deterministic environments for the dedicated mode.
Applications can be found in ( , ; , : , .
In ( ); ( ); ( ), the authors pro-
pose models for inventory routing problems with simultaneous pickups and deliveries for a
single-supplier, single-RTI, multi-customer (1-M-1) closed-loop supply chain. The models
consider the maintenance costs of the reused RTls returned from customers and the cost

of buying a new one. In ( ), other scheduled pickups and the supply
of new RTls are integrated as alternatives to sidestep the shortage of empty RTls at the
supplier level. Finally, in ( ), a decentralised two-stage supply chain

with a Retailer Stackelberg game is studied. The authors develop an analytical model to
determine lot-sizing and pricing decisions for the product and its secondary packaging.
As for the shared mode, most related work has studied different scenarios for the pooling
or rental of RTls with the help of mathematical modelling and simulation. The authors
of ( ) investigate a lot-sizing problem and assignment strategy that
minimises the pallet management cost under environmental constraints. The authors of
( ) study the pallet allocation problem under stochastic supply scenarios
and customer priority. In contrast, those of ( ) study a fresh fruit and
vegetable supply chain and develop a mathematical model to select the best packaging
(reusable/disposable) and minimise holding and handling costs. The authors of
( ) analyse the effects of pallet service conditions and repair facilities on a pallet
pooling system's economic and environmental performance. In their paper, a new RTI
procurement decision is also taken into consideration. The authors of
( ) analyse the reverse logistics of plastic pallets in Canada, focusing on recov-
ery options, such as reusing, remanufacturing, and recycling. A mathematical model is
developed to determine the best locations in a pallet reverse logistics network and opti-
mise the distribution flows between the network players. The authors of
( ) analyse the transportation operations of a pallet pooling company serving a set
of retailers. A pooler company is assumed to be responsible for supplying, collecting,
and refurbishing pallets. Buying/selling and pooling management strategies are assessed
and compared through what-if analysis. The authors of ( ) study
the service centres’ location problem considering a pallet pool mode. By integrating the
forward and reverse flow of pallets, the objective is to minimise the total cost, includ-
ing fixed construction, inventory, delivery, and recovery costs. The authors of
( ) develop a mixed-integer program model for planning the distribution and vehicle
routing for a single type of RTI and in a single period. They consider a pooler company
responsible for dispatching leased empty containers to its customers and collecting the
customers’ surplus empty containers. In their model, minimising procurement, storage,
and maintenance costs are not considered. The authors of ( ) use
a simulation-based approach to model sharing a single RTI between two producers in a
closed-loop supply chain. The results show that collaboration can lead to economies of
scale and cost reduction. They also highlight the need for a third party to manage the sys-
tem to promise mutual benefits for the concerned parties. On the other hand, the routing
decisions are not optimised in their simulation model. Moreover, the model is not generic
and realistic, as it considers a simple supply chain and only one type of RTI that flows in.
As for combinatorial compIeX|ty, VRP/IRP with pickup and delivery problems are well
known to be NP-hard ( . : . ). To tackle this
complexity, approximation algorithms or metaheuristics are used. The most commonly
encountered metaheuristics are either stochastic algorithms such as simulated annealing
(SA) or ones based on artificial intelligence algorithms such as artificial immune system
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(AIS), genetic algorithm (GA), particle swarm optimisation (PSO) and ant colony (AC).
Though AlS-based algorithms are a relatively new complex-problem-solving approach com-
pared to other metaheuristics, the inherent characteristics of the immune memory, vacci-
nation process, and self-recognition ability of the antibody and the diversity of immunity
allow it to have a high level of flexibility and a good balance between global and local
search ( ). Furthermore, AIS has demonstrated efficiency
in convergence compared to other algorithms for large instances. The authors of
(2000); (2010); (2005); (2007);
( ); ( ) reported that AIS has a higher
convergence rate than GA, PSO, AC, and SA. Therefore, AlS is used to solve our model
for large-sized instances for all the reasons above.

To further enhance the convergence speed of AIS, we use machine learning (ML)
techniques. Indeed, metaheuristics, through their iterative search processes, generate
a lot of data that can be turned into explicit knowledge if coupled with ML models.
This data concerns decision-making solutions and the objective spaces visited during the
search process, the sequence of solutions or trajectories, successive populations of solu-
tions, moves, recombination, local optima, elite solutions, and bad solutions ( , )-
ML techniques can help analyse this data, extract valuable knowledge, and enhance meta-
heuristics' search performance. Thus, metasearch techniques become "data-driven", "well
informed", and therefore "smarter". In this respect, ML was used to address discrete opti-
misation problems that focus on the travelling salesman problem and VRP. The data-driven
metaheuristics have been proven to be advantageous in convergence speed, solution qual-
ity, and robustness. The methodologies in ML for decision problems, typically addressed
by operation research (OR), are mainly found in reinforcement Iearnlng (RL), learning to
search, and multi-armed bandits. The authors of ( , : , :

: ; , ) illustrate the recent suc-
cesses achleved by RL concernlng problems typically addressed by OR. For instance, the
authors of ( , ) develop a matheuristic enhanced by RL techniques to
solve a dynamic and stochastic IRP. The authors of ( , ;

, ) introduce ML in the solution processes of inventory and location prob-

lems. Finally, the authors of ( : , : )
use an RL-based technique to solve a VRP As far as we are concerned our paper is the
first that combines RL with AIS to solve a multi-supplier multi-customer multi-RTI IRP
with pickup and delivery in a closed-loop supply chain ( , ;
This review shows that despite the extensive literature on RTls related to IRP, there
is a lack of efficient tools and techniques to solve complex combinatorial problems such
as closed-loop multi-product, multi-period, inventory routing problems with deliveries and
pickups of multiple types of RTls. As already mentioned, our research makes three main
scientific contributions. Firstly, we develop a mathematical model to address the de-
terministic, multi-supplier, multi-customer (M-M) inventory routing problem, considering
the delivery and return flows of multiple RTls which are virtually pooled between a given
number of suppliers. Secondly, we use a new artificial immune-system-based algorithm
and combine its strong global search capability with RL’s strong self-adaptability and
goal-driven performance, all tailored to the mathematical model. Thirdly, computational
experiments on specially designed instances highlight the performance of the proposed
algorithm. From a managerial point of view, the results stress that this new approach
allows for economies of scale and cost reduction at the level of all the involved parties.
Furthermore, a sensitivity analysis on unit cost and the procurement of new RTls is con-
ducted and highlights the benefits and limits of the proposed model compared to other
RTI management modes.
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6.3 . Mathematical Formulation
This section presents the mathematical models developed for IRPPDS, DM, and SM.

6.3.1 . Mathematical Model for IRPPDS

We examine a multi-supplier, multi-customer, multi-RTI closed-loop supply chain.
A set of m suppliers distribute different types of products using a set of r types of RTls
to a set of n common customers over a finite planning horizon. Each supplier delivers
RTls loaded with products to a set of customers. Each customer uses these products
in his production process and constitutes an inventory of empty RTls. The supplier
then collects those empty RTls to be reused for future productions and deliveries at his
level. We assume that all supply chain players adopt a centralised management policy
to synchronise operations according to each player's requirements, optimise deliveries and
pickups, and meet customers’ expectations.

The planning horizon is defined by a discrete and finite set of periods (days). Each
player has a storage zone separated into two areas: one for the inventory of empty RTls
(E) and another for the inventory of loaded RTIs (L). Each of these inventory areas is char-
acterised by an initial inventory level and a maximum holding capacity. Initial inventories
of loaded and empty RTls are supposed to be positive and known at the beginning of the
planning horizon. Deliveries and pickups are carried out by a set of homogeneous fleets of
vehicles. Each vehicle can transport loaded or empty RTls, or both, with a determined ca-
pacity in terms of the number of RTls without distinction between empty and loaded RTls
(foldable RTls are not considered). It is assumed that each constructed route starts from
a supplier to visit a set of customers, and there is no route built between suppliers. Fur-
thermore, customers are visited by each supplier independently of other suppliers’ planned
routes. Since vehicles have a limited capacity, multiple suppliers’ routes are allowed. We
assume that a vehicle can perform at most one pickup and delivery per period, all routes
start and finish at each supplier, and split pickup/deliveries are not allowed. In each
period, the sequence of events is as follows. First, each supplier prepares the quantity of
loaded RTlIs to be shipped by considering the current inventory. He uses his empty RTls
and those of other suppliers to load products on the appropriate type of RTls. Then, each
supplier visits each customer in each period to deliver the required quantity of products
(in terms of loaded RTIs) for production. The available inventory of empty RTls at each
level of the supply chain is checked. Depending on the demand that he must satisfy in
the next period, each supplier picks up empty RTls belonging to him. If these are not
sufficient; he picks up other RTls belonging to the other suppliers as long as these latter
have enough inventory to meet demands for the next period. After pickups are performed,
the empty RTls are subject to quality control at each supplier location. Damaged RTls
are disposed of; serviceable RTls are repaired, and undamaged RTls are transferred to
the inventory of empty RTls. All the RTls present in the inventory (repaired/cleaned) at
the end of each period can be reused in the next period. Moreover, we assume that, in
addition to the virtual pooling of empty RTls, a supplier can purchase empty RTls that he
may need to fulfil future demands. In this case, buying RTls is permitted in each period,
and each RTI is available for use in the following one.

The objective of the IRPPDS model is to determine, for each level of the supply
chain and over the finite planning horizon, the quantity of loaded RTls to be delivered
by each supplier and the quantity of empty RTIs to be picked up by each customer
and shared. The demand is supposed to be deterministic by being time-varying. Such
planning considers the inventory-level constraints (no shortages, backlogs, or overstocking
are allowed), the availability of empty RTls to suppliers, and the minimisation of the total
cost, including inventory holding, maintenance, transportation, sharing, and purchasing
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of new RTls.

To model IRPPDS, we introduce different notations. We consider: a set N =
ili =1,..n of n customers; a set P = 0,|0, = 01,..0,,, of m suppliers; a set N, =
ili = 0p, 1..n that represents the n customers, and the node 0, that represents the sup-
plier p; a set R = r|r = 1, ..u of u types of RTls that are used to carry on different types
of products; and a set V = v|v = 1, ..k of k homogeneous vehicles with a capacity of Q
in terms of the number of RTls. Accordingly, loaded and empty RTls occupy the same
volume as in the case of boxes and containers. We also consider a horizon T =t|t =1, ..
of [ periods. Each supplier p and customer ¢ incurs a holding cost for loaded RTls (L) and
empty RTls (E): H[)L’T,hiL’T,Hf” and hlE’T (€ per unit), respectively. IpLdT,LiLO’T,I[%T
and L,f)’r represent the initial inventory level of loaded and empty RTI of type 7, re-
spectively, at the supplier p and customer i. C,cf', CF and cf° represent the maximum
holding capacity for loaded and empty RTI, respectively, for the supplier p and customer 7.
At the beginning of the planning horizon, each supplier p receives information on demand
to satisfy Dy, (expressed in terms of loaded RTIs) of each customer i € N for each period
t € T and for each RTI r. The distance between actors i € N, and j € N, is denoted by
dfj. The fixed cost of transportation is represented by a in € per km, and b represents
the variable cost of transportation in € per weight unit and per km. The weights of a
loaded and empty RTI are w] and w};, respectively. The cost of buying an RTl is e, in
€ per unit. The sharing cost incurred by each supplier p is s,. per unit of unowned empty
RTIs of type r belonging to other suppliers p used at his level to deliver products. This
cost represents the utilisation cost of an unowned RTI used by each supplier if it occurs.
Finally, g, is the maintenance cost per RTI of type r used by the suppliers to deliver
products, including inspection and cleaning costs. The model’s notation is summarised in
Table 6.2.
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Table 6.2: Model's notation summary

Sets

N<x'v=z

Set of n customers.
Set of m suppliers.
Set of u RTls.

Set of k vehicles.
Set of [ periods.

Parameters

S Q

L,r yL,r E,r E,r
gl wbr, qgE |

k3 (3

L,r L,r ;E,r E,r
IpO ! Li() ' Ip() ' Lz‘()

L L E E
Cprein Cplhci

Fixed cost of transportation (€ per km).

Variable cost of transportation (€ per weight per km).

Cost of holding inventory of loaded and empty RTIs, respectively, for each
supplier p and customer 4.

Cost of buying a new RTI of type r (€ per unit).

Cost of sharing incurred by each supplier which is proportional to the
number of unowned empty RTIs of a type r used at his level to deliver
products (€ per unit of unowned RTI used).

Cost of maintenance of one RTI of type r (€ per RTl loaded).

Weights of a loaded and empty RTls of type r, respectively.

Capacity of vehicle in terms of the number of RTlIs.

Distance between nodes ¢ and j € Np.

Demand of each customer : for each period ¢ loaded on an RTI r satisfied
by supplier p.

Initial inventory level of loaded and empty RTIs of type r, respectively, for
the supplier p and customer 4.

Maximum holding capacity for loaded and empty RTIs, respectively, for
the supplier p and customer 4.

Decision variables

Tyt Binary variable stating whether the vehicle v visited node j immediately
after node 4 in period ¢.

Fﬁt/t Quantity of empty RTIs of type » owned by supplier p that have been filled
with products by supplier pin period ¢. This quantity also includes the case
where p = p’ (supplier uses his RTI).

If’; Inventory level of loaded RTIs of type r held by the supplier p at the end
of period ¢.

5;; Inventory level of RTIs of type r filled with the product of supplier p by
customer 7 at the end of period ¢.

g;: Quantity of loaded RTIs of type » owned by supplier p’ and delivered by
supplier p to customer 4 in period ¢.

f’ft Quantity of loaded RTlIs of type r filled with a product of supplier p trans-
ported from node i to node j in period t.

LET Inventory level of empty RTIs of type r held by the customer : at the end
of period ¢.

Iff Total quantities of all empty RTIs of type r held by the supplier p at the
end of period t.

zZrr Quantity of empty RTIs of type » owned by supplier p collected from a
customer 4 in period t.

qu;r,t Quantity of empty RTlIs of type r owned by supplier p and collected from
customer 7 by supplier p in period ¢.

Ez’ﬁ Quantity of empty RTIs of type r collected by supplier p transported from
node i to node j in period ¢.

nt" Quantity of RTIs of type = bought by supplier p in period t.

The IRPPDS in a multi-supplier, multi-customer, multi-RTI closed-loop supply chain
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is modelled as follows:
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The objective function (6.1) minimises inventory costs at the level of each customer
and supplier, the costs of purchasing new RTls, the cost of the maintenance of
RTIs, the sharing cost of RTls undertaken by each supplier, and finally, the fixed
and variable cost of transportation for pickup and delivery. Constraints (6.2) define
the conditions for the conservation of the inventory levels of loaded RTls owned
by supplier p at the level of each customer i. Constraints (6.3) state that at the
level of each supplier p, the inventory level of loaded RTls at the end of period ¢
is equal to the inventory level at the beginning of the period minus the quantities
of loaded RTls delivered to all customers and the quantities of empty RTls that
were loaded by supplier p in period t. Constraints (6.4) indicate that the inventory
level for customer i at the end of period ¢ of empty RTls, held by supplier p, is
equal to the inventory level of empty RTls at the beginning of the period minus the
quantity picked up by each supplier p plus the RTls that have been emptied after
demand has been satisfied minus the quantity of empty RTls belonging to each
supplier p that other suppliers have collected. Constraints (6.5) indicate that at
the level of each supplier p, the inventory level of empty RTls at the end of period
t is equal to the inventory level at the beginning of the period plus the quantity
of his empty RTls collected from all customers plus the quantity of empty RTls
belonging to other suppliers that have been collected from customers by supplier
p, minus the quantity of empty RTls that have been loaded in period ¢ plus the
quantity of purchased RTls. Constraints (6.6) ensure that the quantities of loaded
RTIs owned by supplier p are delivered to customer j. Constraints (6.7) show that
the flow of empty RTls belonging to supplier p outgoing from node j is equal to
the quantity of empty RTls belonging to supplier p collected by supplier p, plus the
quantity of empty RTls belonging to other suppliers collected by supplier p, minus
the inflow from all customers. Constraints (6.8)—(6.11) indicate the boundaries of
the inventory levels of loaded and empty RTls at the level of each supplier p and
customer 4. Constraints (6.12) stipulate that the quantities delivered and collected
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between two nodes 7 and j must not exceed the capacity of the vehicles on the
arc (7, 7). Constraints (6.13)—(6.15) express the conditions for the construction of
tours. Constraints (6.13) indicate that at most one vehicle is used to visit node j.
Constraints (6.14) guarantee the continuity of a tour. Constraints (6.15) ensure
that vehicles leave the supplier only once per period or remain at the depot. Finally,
constraints that define the non-negative constraints and the binary nature of the
decision variables are imposed.

6.3.2 . Mathematical Model for DM

For the DM model, there is no pooling of empty RTls between the suppliers.
That s, Wf;;t Fllftlr =0,if p' #p,Vp,p' € Pyi € N,t € T,r € R. Each sup-
plier manages, independently of other suppliers, the deliveries of his loaded RTls
to customers, the pickups of empty ones from customers, and their inventories at
his level and customers' location. Accordingly, the mathematical model is solved
for each supplier independently and costs to minimise include inventory holding of
empty and loaded RTls, the transportation cost for delivery and pickups, mainte-
nance, and the procurement of new RTls. Accordingly, the formulation of the DM
model, Vp € P, is as follows:
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The objective function minimises inventory costs for the supplier p and each
customer, the costs of purchasing new RTls, the maintenance cost of RTls, and fi-
nally, the fixed and variable transportation costs for pickup and delivery.

It is subject to:
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peEPreRr pEPvEV
Y Y b, <1 VjENteT (6.28)
1ENp veEV
dooal= Y b, Vs €V jEN,teT (6.29)
i€ Npisj i€ Npij
doah <l VuseViteT (6.30)
jEN
with:
pit: Quantity of loaded RTIs of type r owned by supplier p and that have been

delivered to customer 7 in period .
F};: Quantity of empty RTIs of type r owned by supplier p and that have been
filled with products at his level in period ¢.

6.3.3 . Mathematical Model for SM

In the SM model, a pooler company manages the inventory, pickups, and pro-
curement of empty RTls. On the other hand, each supplier is responsible for
delivering loaded RTls and managing their corresponding inventory. Furthermore,
empty RTls are delivered directly from customers to a series of centres (pooler fa-
cilities) managed by the company rather than suppliers, as in the DM and IRPPDS
models. The centres are assumed to be located near the suppliers. To determine
the location of these centres, we solve a multi-period weighted clustering problem
(MPC). The clustering consists of grouping supplier nodes into clusters to minimise
the distance between suppliers. Each cluster centroid of suppliers represents the
centre in which empty RTls of these suppliers are stored, cleaned, and repaired.
When needed, the centre sends empty RTls to suppliers so that they can produce
and deliver their products to customers. As for costs, two other costs are to be
considered: inventory holding at each centre ¢ and pooling cost. The latter incor-
porates the management of centres by the pooler company and each unowned RTI
used by each supplier (which is assumed, for the purposes of simplification, to be
equivalent to the sharing cost in IRPPDS). The constraints of IRPPDS for the in-
ventory and routing of pickups of empty RTls from customers to centres and from
the centres to suppliers are rewritten accordingly. In the following, the formulation
of the SM model is presented.

6.3.3.1 . Multi-Period Clustering Problem
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To determine the location of the centres, we first solve an MPC. To do so, we
define the binary variables 6, that have a value of 1 if a supplier p belongs to the
cluster 1(c € K = {t| t =¢,..x <'m}), and 0 otherwise with a binary variable ¢y,
having a value of 1 if the suppliers p and p’ belong to the same cluster. MPC can
be then modelled as follows:

min 2 dep/epp/L (6.31)

p,p’€EP LEK

subject to:

> b =1 VpeP (6.32)
ek
NN Dhub <tQ  VieKteT (6.33)
pEPreR1<t/<t
epplbéepl/ ) Epp’bggp% VLEK,pEP,p/EP,p#p/ (6.34)
Epp’LZQpL"i_@p’L_l VLEK,pEP,p/EP, p?'ép/ (635)
eppis Op, € 10,1} VieK,pePp cP, p#yp (6.36)

The objective function (6.31) is to minimise the distance between suppliers
(p,p’) belonging to the same cluster (¢). Constraints (6.32) ensure that each
supplier is assigned to a unique cluster. Constraints (6.33) state that the aggregate
quantity of empty RTls in each cluster in terms of demands over the planning
horizon must fit into the available capacity, tQ), where @ is the vehicle capacity.
Constraints (6.34) and (6.35) state that the distance between suppliers p, p’, and
dpy is included in the objective function if and only if suppliers p and p’ are
assigned to the same cluster. Constraints (6.36) define the binary nature of the
decision variables.

6.3.3.2 . SM Model
In the SM model, two costs are considered:

* Inventory holding at each centre ¢: >~ (x> cr > cn HbErﬁgr;
* Pooling cost for each un-owned RTI used by each supplier (which is equiv-
alent to the sharing cost in IRPPDS).

The constraints of IRPPDS for the inventory and routing of pickups of empty
RTIs from customers to centres and from the centres to suppliers are rewritten as
follows. Conservation of inventory levels and flows of empty RTls at the level of
each supplier p, customer 4, and centre ¢+ (with 6,, and €, already determined
by solving MPC):

L =rf -3 0,25+ 3 0,00, VieNteTreR
1eK peP 1eK peP
(6.37)
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Ilgr = Iﬁ’;l + Z QPLR;; + Z Z Z Epp’LWiZ;;t_

LeK p'eEPieN 1eK

., (6.38)
>N ey VpePteT,reR
p'ePLeK
L =L 4> ) 002 =D 0uRy— Y D WVl —
oo e PN (6.39)
ZZZﬁ +n"VieK,teT,reR
peEPieN
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1€Np, iF]
, , (6.40)
D (B = Byit) = Op Ry + > > e Wi,
p'eP €N p’eP
p'#p (641
VpePre K,teT,re R
E E
OSZ‘CLtTSCL Vie K;teT (6.42)
reR
_ » . L,
DD X <QY Y by, VijeN,i#jtel (6.43)
pePreR pEP veEV
SEL<QY Yy VijENui#jLeKteT (6.44)
reR veV

Z /;;’t < Q Zy;p’vs.t vt e T,p, p/ € P,p #p/,L €K: Epp'e = 1
reER veV

(6.45)
Y sl WENIETieK g
1€ENp, vEV |
D0 hw= D Ty Ve €VjENuteT (6.47)
(€N i#] €N iF]
Dohm<sl WeViteTieK (6.48)
JEN
Z Z y;p’vs,t S 1 Vp/ € Pput € T’ Le K (649)
pEPpLUOL veV
Y. U= DL Uy s €EVPEBRtET (g
P/ €Pp,U0,p/ #p P'EPp 0. #p
Yo <1 VweViteT.eK (6.51)
pEPpL

with:
Ny, set of customers for whom the supplier p belongs to the cluster of centre ¢
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(node 0,).
P, set of suppliers belonging to the cluster of centre ¢.

;’[: quantity of empty RTls of type r belonging to supplier p and sent to centre
¢ to which supplier p belongs.
EZLJ’; quantity of empty RTls of type r transported from node 7 to node j in period
t and sent to centre ¢.
E/pL,’I;: quantity of empty RTls of type r transported from node p to node p’ in
period ¢ and sent by centre ¢.
Lﬁ’r: inventory level of empty RTls of type r at centre ¢ in period .
Yijue: binary variable equal to 1 if node j is visited right after node i by vehicle v,
0 otherwise.
Yo, ot binary variable equal to 1 if customer j is visited by v from node (cluster)
0,, 0 otherwise.
Yppros.t: binary variable equal to 1 if supplier p’ is visited right after supplier p by
vehicle v, 0 otherwise.
Y6, put binary variable equal to 1 if supplier p is visited by v from node (cluster) 0,,

0 otherwise.

6.4 . Resolution Approach

The DM, SM, and IRPPDS models described in the previous section are NP-
hard. To tackle their combinatorial complexity, a resolution approach is proposed.

We aim at determining over a given planning horizon the required quantities of
RTIs to allow for supplying the needed quantities of products from a set of suppliers
to a set of customers. We also seek to construct the optimal routes for pickups and
deliveries of RTls. Since the construction of the routes is the most complex part of
the problem, we first use an appropriate heuristic to determine those routes. Once
constructed, we solve a modified version of the three MILPs described in Section 3
to determine the other decision variables related, for example, to the quantities
transported, delivered, and collected. Each of these versions is a min-cost network
flow problem that is easier to solve. Regarding IRPPDS, its modified version is
called FMILP, where the routing decision variables, a:fjvt, are fixed:
FMILP:

mind > Y (hfL" +hETLE) £ YD Y (Hy L+ HY L)+
iEN teT reR pEP tcT rER

PIDIPBLARD I DY IS e

peP teT reR peP teT p’ePreRr

222 2. s Wi

1ENpePp'ePteT reR
(6.52)
subject to Constraints (6.2)—(6.11).
We use a matheuristic to construct routes and improve the final solution as de-
scribed above. The matheuristic hybridises the FMILP with an artificial-immune-
system-based algorithm and a deep Q-learning process into a global solving scheme
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called AIS-DQL. The overview of the matheuristic AIS-DQL is presented in Fig-
ure 6.1.
These steps are described in detail in the following subsections.

6.4.1 . Artificial Immune System

Artificial-immune-system-based algorithms are bio-inspired metaheuristics that
imitate the principles and processes of immune system functioning ( . ).
The algorithms are typically modelled after the immune system's characteristics
of learning and memory for use in problem-solving. They imitate antigen recogni-
tion, antigen and antibody binding, and antibody production. Furthermore, they
abstractly use the diversity and memory mechanism of the immune system. There-
fore, they can ensure individual diversity while maintaining a high affinity, avoiding
premature phenomena and showing a strong global search ability. In this paper,
antigens correspond to the input data of the problem, and the antibodies corre-
spond to the routes to construct or the different suppliers. Their structure, depicted
in Figure 6.2, consists of sequences of possible nodes to be visited in each route
and for each supplier and each period. These steps are described in detail in the
following subsections.

Wnrtlaﬂsatlon L2 !
| Generation of an intial population of antibodies ( route decision ) for each |
} supplier :
| |
| |
} Checking :
| |
| |
e ] |
| Evaluation :
} Fitness Evaluation: solving FMILP using CPLEX ]
\,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,J
Execution X I

| Selection of antibodies |<7

Fmmmmmm——— Fo———— - :
‘ Generation of clones |

Figure 6.1: Overview of the implementation of the AIS-DQL matheuris-
tic.
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Supplier 1 Customer 1 Customer 2 Customer n-1 Customer n
Supplier 2 Customer 3 Customer 10 Customer n-10 Customer n-5
Supplier m Customer n-2 Customer n o Customer 1 Customer 2

Figure 6.2: Structure representing the route of Supplier i (antibodies).

As depicted in Figure 6.1, AlS starts with an initialisation phase. A population
of random routing solutions representing a pool of antibodies (routes) is initially
generated. The routes are built using a 2-opt local search algorithm (

, ). Proliferation and maturation processes are undergone by cloning
each member of the initial pool, i.e., copying each of the initial solutions based
on their affinity. The rate of proliferation is chosen to be directly proportional to
the affinity, such that the higher the affinity, the more offspring there are. For this
purpose, selection, Hyper-Mutation (HM), and receptor editing (RE) operators
are used.

6.4.1.1 . Affinity and Cloning Selection

Each time an antibody (routing decisions) is generated, it is used as an input
to solve the FMILP. Therefore, the corresponding feasible objective function (OF)
and the remaining decision variables of the model are computed. The affinity f,
of an antibody, ¢, is computed using the corresponding objective function OF,:
fo= OLFL' Thus, the higher affinity value would have a lower total cost. Hence, as
an antibody’s cloning rate is proportional to its affinity, more antibody clones have
lower costs in the next generation than antibodies with higher costs. The prob-
ability, PS, of selecting an antibody to be cloned depends on its affinity. If f, is
the affinity of an antibody ¢ in the population, its probability PS, is defined as:
PS=gd.

6.4.1.2 . Affinity Maturation

Since the algorithm needs to thoroughly explore and exploit the search space
to obtain a good solution, exploration and exploitation depend on the evolution
operator’s capability variation. These operators conduct random perturbations on
each gene to generate the next generation’s population in the current population.
The variation in the antibodies is performed through HM and RE mechanisms.
The HM mechanism ensures that the higher-affinity antibodies are hyper-mutated
at a slower rate. The H M, the rate for an antibody ¢ is defined as HM, = e/,
where w is the decay control factor. A new population is created after hyper-
mutation, and each antibody undergoes various affinity changes. Antibodies are
therefore reorganised once again based on the affinity assessment.
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After cloning and mutation processes, a percentage of the antibodies in the
current population is eliminated (the worst ¢% of the population) and replaced by
the randomly generated antibodies. This mechanism, a vertebrate immune system
mechanism, is called receptor editing ( , ). This mechanism
creates new antibodies that correspond to the new search area of the search space.
Exploring new search areas may help the algorithm to escape from local optima.
The new antibody population then becomes the next generation of antibodies.

Finally, if a generation’s objective function value does not improve over the
previous generation, convergence is assumed to be achieved, and it is possible to
retrieve the best equivalent antibody as the best solution, and the algorithm stops.

6.4.2 . AIS enhanced with Deep Q-Learning

This section highlights AIS limitations and presents an RL technique used to
overcome them.

6.4.2.1 . AIS and RL

According to ( , ), although many results have
proved the convergence of AlSs to a global optimum, a Markov-chain analysis
shows weak convergence of the AIS algorithms. Indeed, due to the single-point
random mutation of the antibody, AIS converges slowly, meaning that a given
antibody selects a gene bit and changes its value randomly to some of the other
selectable values. Moreover, it cannot retain any locally excellent gene blocks
in some low-affinity antibodies because of other poor gene blocks. As a result,
the search speed is low. From this stems the idea of using RL to tackle this problem.
Indeed, since random searching leads to slow evolution and weak AIS convergence
efficiency, environmental feedback signals and the updated action policy of deep
Q-learning are used to construct an algorithm with strong self-adaptability and
goal-driven performance.

In this paper, RL is employed to assist in analysing data on moves and recom-
bination that have been performed to construct solutions to the problem. The goal
is to extract meaningful information from this data to direct and improve the AlS's
search performance and speed. Indeed, just like a human being, the agent that
symbolises the antibody (solution to the problem) learns on its own to acquire
successful strategies that result in the most significant long-term rewards. RL is
a paradigm of learning by trial and error based entirely on rewards or penalties.
The agent constructs and learns its information directly from moves it makes using
operators such as HM and RE. RL is used to assist AlS in determining the optimal
actions to take in terms of the best moves for each operator.

6.4.2.2 . Q-Learning

Q-Learning is a self-adaptive RL off-policy method characterised by strong
environmental feedback signals ( , ). The fundamental idea is
to use the feedback signal to adjust an agent's action policy to make the best
decision when interacting with the environment (i.e., antibody space). The agent
(i.e., antibody) arrives in different states based on actions (i.e., AIS operators).
Actions determine positive and negative rewards. The concept behind Q-learning
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is to put the agent in a series of state-action combinations, observe the rewards,
and then change the predictions of a table (called a Q-table) to those rewards until
the best policy correctly predicts them. As a result, the “Q" stands for quality,
which indicates how effective a particular action is in earning a possible reward.

6.4.2.3 . Deep Q-Learning

Q-learning is a relatively basic and effective algorithm. However, it may be
time-consuming, as the amount of memory required to save and update the Q-table
grows with the number of states, and the amount of time needed to investigate each
state to construct the appropriate Q-table is impracticable. In this paper, these
Q-values are estimated using neural networks known as deep Q-learning (DQ).
Accordingly, the state is an input, and the output is the Q-value of all potential
actions. Once the network is trained, selecting the right action means comparing
each action’s possible rewards and choosing the best one.

6.4.2.4 . Deep Q-Learning Architecture

DQ begins by estimating random Q-values to explore the environment, as shown
in Figure 6.3. DQ enhances its Q-value estimations by employing the same dual-
action paradigm, with a present action having a current Q-predicted value and a
target action with a target Q-value. The direction of the predicted Q-target values
varies since the network and its weights are equal; they remain unchanged but
may fluctuate with each update. The Q-target values are stabilised by employing
a second network that has not been trained. After a pre-determined number of
iterations, called C-iteration, the learned weights from the Q-predicted network
are copied to the Q-target network. The DQ design has two neural networks (Q-
predicted and Q-target) and an experience replay agent, as shown in Figure 6.3.
For data generation during Q-network training, the experience replay interacts
with the environment. These data contain all of AIS’s operators’ moves, which are
recorded as <st,a,Z,st'> tuples (see notation below Equation (6.53)). Then, a
sample is picked randomly from these data, consisting of a mix of older and more
recent samples. This batch of training data is used in the Q-predicted and Q-target
networks. The Q-predicted network takes the current state and moves out of each
sample, and for that move predicts the Q-value. The Q-predicted value, the Q-
target value, and the observed data sample reward are used to compute the loss for
the Q-network training (see Equation (6.53)). A batch of data is selected from all
prior experiences to reduce variance and guarantee the algorithm'’s stability in C-
iteration. Next, a sample is chosen from these data, with an equal mix of older and
newer samples. The Q-predicted and Q-target networks use this batch of training
data. The Q-predicted network predicts the Q-value based on the current state
and moves out of each sample. The loss for the Q network training is computed
using the Q-predicted value, the Q-target value, and the observed data sample
reward (see Equation (6.53)). After each C-iteration a batch of data is selected
from all prior experiences to reduce variation and ensure the algorithm's stability.

Loss = [#+1 +ymax (0T Q(st',d') — 67 Q(st, a))]? (6.53)
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where:
* . discount-rate parameter to measure the weight of the future awards.
* a,a’: current and future action, respectively.
* st,st’: current and future state, respectively.
* X1 future reward.
* Q(st,a): learned action-value function.
« 0T transpose matrix of network weights.

Finally, as for the AIS memory, a set of the best antibodies having the highest
affinity is stored, and the best moves have been obtained so far. Instead of starting
from scratch every time the algorithm is run to solve the model for a given antigen,
similar to the antigens (instances) already solved, we use the genetic memory to
rapidly obtain the best solutions and the optimal policies for the antibodies. Similar
antigens are selected based on the K-nearest neighbours algorithm ( :

)-

Predicted

| netwark
Training data Less and Trainin
i 9
E’?:riime Random batch Gradient Predicted
play computation network
L Target Weights
network
C- iteration Gopy to Target
No reached 7 network
Yes
Figure 6.3: DQ architecture used as in ( , )

6.5 . Implementation and Experimental Analysis

This section presents the experimental design adopted for this study and the
analysis of the computational results. All the optimisation steps were carried out
on a personal computer (MacBook Pro, macOS Cataline, CPU 3.3 GHz Quad-Core
Intel Core i7, 8 GB of RAM).
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Experimental Design and Parameters Tuning

The MILP developed for the multi-supplier, multi-customer, multi-RT| closed-
loop supply chain was first solved optimally for small-and-medium-size instances
using the Branch-and-Cut solver of CPLEX 12.9 (academic version). The ob-
jective was to check the model's validity, representativeness, and exact solving
approach limitations.

To implement the matheuristic, we used Python 3.7, and Pytorch interfaced
with CPLEX. The approach was first tested on the same instances optimally solved
using CPLEX. The objective was to assess its performance. We ran the AlS algo-
rithm without the learning process (AIS) and compared the improvement provided
by the deep Q-learning when coupled with the AIS algorithm (AIS-DQL). We also
compared the algorithm's performance with a pure genetic algorithm (GA) and its
improved learning version (GA-DQL). GA is also a population-based metaheuristic
that mimics the principle of natural genetics to find a solution. The algorithm
is known for its strong global search. The algorithm starts with an initial set of
random solutions called a population. Each individual in the population is called a
chromosome, representing a solution to the problem. The best parents (best chro-
mosomes having the highest affinity) are selected from the current generation and
considered for a two-point crossover operation to form their offspring. The muta-
tion process is also integrated as it helps obtain new information randomly for the
genetic search process and ultimately helps avoid getting trapped at local optima.
In this paper, the chromosomes also represent the routing decisions and are de-
coded as the antibodies of AIS. For a thorough description of GA-DQL, the reader
is referred to ( ).

The tests were performed in 20 replications for the 40 generated instances
to evaluate the algorithms' stability, and the objective function's average value
is presented. A statistical analysis using ANOVA was also conducted to assess
the eventual randomness of the differences between the obtained results (see Ta-
ble 6.3). These results stress that for all resolution approaches under consideration,
p-value > 0.05 means no significant difference between the algorithms and the so-
lutions obtained using CPLEX. Table 6.4 reports the algorithm parameters tuned
so that a trade-off between the algorithm’s performance and speed is satisfied.

Table 6.3: Statistical analysis using ANOVA.

Resolution Approach  F' p —value

GA 2.16 0.14
AIS 1.57 0.22
GA-DQL 0.91 0.34
AIS-DQL 0.49 0.49
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Table 6.4: Values of the tuning parameters

Tuned Parameter Value
Population size (GA/AIS) 200
Maximum iteration number (GA/AIS) 200
Crossover probability (GA/AIS) 0.81
Mutation probability (GA/AIS) 0.46
Selection probability 0.80
Receptor editing rate 0.28

The instances had a number of suppliers varying from 5 to 25, customers
from 6 to 24, and RTlIs ranging from 2 to 10. The planning horizon of deliveries
and pickups was five days, corresponding to a workweek. Customer demands
were randomly generated between 5 and 70 in loaded RTls. For each instance,
suppliers’ and customers’ locations were randomly chosen in the Euclidean space
between (0,0) and (1000, 1000). Moreover, we considered initial inventory levels
and unit costs for transportation, holding and maintenance of the self-same scale
as in ( ), which considers a 1-M-1 IRP for a single type
of RTls. As the unit cost of an RTI may go from a few euros for plastic boxes
to 1300 euros for stillages, according to the study conducted by
( ), we considered a randomly generated purchase cost varying between 3 and
1000 euros. Finally, we considered a unit cost of sharing ranging between 2 and
10 euros per type of RTI.

In the remainder of the paper, we refer to the instances using the following
notation: (number of RTls) R, (number of suppliers) S, (number of customers) C,
(number of vehicles) V, and (number of periods) T; e.g., 1IR2S5C2V5T refers to
the instance where one type of RTI is shared and used to ship the products of two
suppliers to a set of five customers, transported by two vehicles over a planning
horizon of 5 days.

6.6 . Computational Experiments

First, the three models developed for the DM, SM, and IRPPDS modes, were
solved using CPLEX. The objective was to compare the benefits and limitations
of each mode on the performance of the overall supply chain. Then, given their
combinatorial complexity, the three models were solved using four approaches: AIS
and GA with and without DQL. The performance of each approach was analysed by
comparing it to the solutions obtained using CPLEX on small instances. The ben-
efits of DQL on the performance of the methods were also highlighted. Given the
contribution of DQL, the three models were solved on large instances using the
AIS-DQL and GA-DQL approaches.

6.6.1 . Results on Small Instances Solved Using CPLEX

The SM, DM, and IRPPDS models were first solved using the Branch-and-
Cut solver of CPLEX until reaching optimality. We first considered solving the
models with only one type of RTI for a number of customers varying from 6 to
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24 in a planning horizon corresponding to a week of 5 days. We also conducted
additional experiments in which we considered a number of RTls varying from 2
to 10, and finally a number of suppliers varying between 5 and 25. The objective
was to provide partial insights regarding the benefits of RTI sharing, the represen-
tativeness of the results, and the run time needed to solve this problem. Table 6.5
summarises the computational results for each instance under consideration. It re-
ports the breakdown of the total cost (TC), namely: transportation (T), inventory
of the suppliers (I-S), inventory of the customers (I-C), inventory at the centres
for SM (I-K), maintenance (M), procurement of new RTIs (P), and sharing (S).
Table 6.5 also provides the saving (%) between total costs for SM and IRPPDS
regarding the total cost of DM and the CPU time in seconds. The saving, noted

H . _ Total Cost py—Total Cost sy or IRPPDS
CS, is computed as follows: CS = frotal Cost prs 100.

Table 6.5: Experimental results for DM, SM, and IRPPDS on small and
medium instances solved using CPLEX.

Instances Model TE) IS€) 1-C(€) 1KE) M€ P (€) S (€) TC(€) CS(%) CPU(s)
DM 106,899 1386 1428 0 141 280,224 0 390,078 - 424

1R2S6P40V5T SM 105,309 592 1368 751 133 122,771 2371 233,294 40 629
IRPPDS 84,854 1188 1308 0 141 98,739 865 187,095 52 451

DM 315,279 3706 1721 [¢] 299 907,085 0 | 1,228,090 - 5050

1R2S512P40V5T SM 245,866 2032 1359 2390 331 737,268 8940 998,186 19 6445
IRPPDS 228,259 3562 1190 0 294 415,480 2998 651,784 47 5265

DM 519,475 3067 4988 o 366 831,051 0| 1358947 - 8776

1R2518P40V5T SM 471,330 1710 2680 1765 351 731,678 5504 1,215,018 " 12,115
IRPPDS 402,425 2532 191 0 352 611,920 4835 | 1,023,975 25 9331

DM 853,012 4136 8040 0 685 3,280,781 0 | 4,146,653 - 24,314

1R2524P40Vs5T SM 711,300 3230 4061 2890 688 2,758,063 7761 | 3,487,994 16 31,701
IRPPDS 552,893 4744 3046 [¢] 696 1,886,929 6107 | 2,454,415 41 24,399

DM 267,334 1013 4607 0 152 1,306,998 o | 1,580,105 - 473

2R2S5P40V5T SM 203,254 629 2957 746 171 1,188,760 3240 | 1,399,757 1 591
IRPPDS 158,771 928 20M o] 154 781,631 1326 944,821 40 496

DM 575,795 2055 11,269 o 502 1,719,310 0 | 2,308,932 - 1309

4R2S5P40VsT SM 508,117 177 5829 1432 426 1,493,784 6928 | 2,017,692 13 1626
IRPPDS 413,915 1859 5141 [¢) 457 1,056,450 5324 | 1,483,147 36 1316

DM 984,677 3886 11,401 o 645 1,953,350 0 | 2,953,958 - 3013

6R2S5P40V5T SM 601,250 1993 13,834 3007 578 1,608,985 12,681 | 2,242,328 24 4131
IRPPDS 571,245 3372 6552 0 562 1,499,512 14,71 | 2,095,952 29 4405

DM 1,196,050 3559 19,337 0 799 2649398 0| 3,869,143 - 5423

8R2S5P40V5T SM 1,027,848 2099 17,123 3738 734 2,270,434 221,00 | 3,344,076 14 7346
IRPPDS 704,453 3307 11,693 0 765 1,726,959 15,446 | 2,462,623 36 5968

DM 1,536,319 7376 22,048 0 1005 3,674,097 0 | 5,240,844 - 7981

10R2S5P40V5T SM 1,450,099 3844 23,893 9146 122 2,852,572 45,735 | 4,386,411 16 10,675
IRPPDS 878,014 6777 11,199 [¢] 967 2,263,598 18,631 3,179,185 39 8687

DM 223,327 1698 3473 [¢] 257 414,556 0 643,312 - 8084

1R5S5P40VsT SM 213,934 947 3137 964 241 340,187 3415 562,825 13 13,686
IRPPDS 157,568 1591 1754 [¢] 233 245,555 1440 408,141 37 8969

DM 470,266 3753 6052 [¢] 544 1,040,464 [¢] 1,521,078 - 22,526

1R10S5P60V5T SM 465,720 1744 5879 1869 537 487,739 4204 967693 36 33,882
IRPPDS 383,377 2661 5856 0 505 209,126 2136 603,661 60 24,005

DM 1,018,250 6620 12,547 [¢] 798 882,493 o0 | 1,920,708 - 32,387

1R1555P40V5T SM 995,463 4898 6364 4941 845 677,583 18,544 | 1,708,639 " 41,501
IRPPDS 715,381 6145 4966 0 823 612,775 7922 1,348,012 30 34,055

DM 1,595,794 9500 21,299 0 1310 1,929,223 0| 3,557,125 - 55543

1R20S5P40VsT SM 1419879 6413 9549 7967  M39 1,724,055 25988 | 3,194,989 10 67,51
IRPPDS 893,618 10,265 7933 [¢] 181 754,922 9303 | 1,677,222 53 55135

DM 2,251,175 11,306 28,742 o 1488 1,758,976 0 | 4,051,687 - 67,15

1R2555P40V5T SM 2,044,658 6530 25,480 5387 1388 1,510,890 17,212 | 3,611,545 1 85,413
IRPPDS | 1,439,957 11,087 14,999 [¢] 1536 1,394,438 13,932 | 2,875,148 29 63,468

From Table 6.5, we can see that, as expected, SM and IRPPDS reduce total
costs compared to DM. Moreover, IRPPDS can help achieve significant cost sav-
ings; for IRPPDS, the average total cost was reduced by 40% against 17% for SM.
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Indeed, in DM, each supplier needs to manage his inventory, deliveries, and the
pickups of his empty RTls from customers. As no shortage is permitted, if his
inventory of empty RTls is insufficient to meet customer demand, he buys this
needed quantity, and a procurement cost is then incurred. Furthermore, regarding
transportation costs, as each supplier can only use his RTls, which cannot be shared
among suppliers, the cost of picking up these latter from customers is incurred.

In SM, by contrast, as empty RTls are owned and centrally managed by a
pooler company, procurement costs could be reduced thanks to the risk pooling
effect. Transportation costs (which include a variable cost that depends on the
quantity of RTls transported) are slightly reduced. Indeed, deliveries incurred by
the suppliers remain the same as in DM, but not for the pickups of empty RTls
from customers. These empty RTls are later transported to RTI centres owned by
the pooler company, which are assumed to be located near suppliers, and they are
transported to the suppliers when required. However, in SM, since the requests
of RTI are not balanced between the suppliers, the pooler company must buy the
needed quantities and ship them to the suppliers, which increases transportation
and procurement costs.

As for IRPPDS, the transportation and procurement costs are significantly
reduced. Indeed, in this configuration, the supply chain is centrally managed,
and each supplier has his RTls held at his inventory/customers and picks up empty
ones from customers when vehicles visit customers to deliver the required products.
In addition, each supplier can also benefit from this visit to pick up not only his
RTIs but also the RTls of other suppliers, and vehicle fill rates are improved (as
transportation cost includes a variable cost that depends on the quantity of RTls
transported), and each supplier no longer needs to buy the RTls he may need
to meet his customers’ demand. Orders are thus satisfied by any RTI, and a
procurement order is only triggered if required, which reduces its relative cost
compared to DM.

Moreover, in IRPPDS, the risk pooling is maintained as each supplier, when he
buys RTls, adds them to the system pool. Furthermore, the additional management
costs of SM, including pooling, inventory, and transportation on the level of the
pooler company’s centres, are no longer incurred. Furthermore, as is shown in
Figure 6.4, compared to IRPPDS, the quantity of new RTls bought may represent,
for some instances, up to 70% of the available inventory of empty RTls in SM. More
RTIs are purchased at each centre to meet the needs of the suppliers it serves.
Finally, from Table 6.5 and Figure 6.4, we notice that IRPPDS takes on more
interest as the number of RTls and suppliers increases. Indeed, in SM, when the
number of suppliers increases, more centres are needed, especially in different and
distant geographical areas, making it challenging to reduce the cost of logistics and
procurement for centres servicing clusters housing a significant number of suppliers.
As a result, the demands for empty RTls are not balanced; procurement, inventory,
and transportation costs increase as the number of visits from customers to these
centres and from these centres to suppliers increases.
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Figure 6.4: Ratio of quantity of RTIs bought over the inventory level of
empty RTls made available in SM and IRPPDS.

6.6.2 . First Insights into the Effectiveness of the Resolution Ap-
proach on Small Instances

As we can see, solving exactly the three models under consideration is very
combinatorially complex, and the CPU time increases drastically with the number
of suppliers. As described in the experimental design, the resolution approach AlS-
DQL was compared to other metaheuristics to assess its performance: GA, AlS,
and GA-DQL. Table 6.6 gives the results of the comparison. The gap regarding
total cost is computed as: Gap = ZLetal Cost Mﬁ)‘%ﬁj"g;éf;izg(co‘“ CPLEX 1(0.
From Table 6.6, we can see that for all the instances under consideration, AlS-
DQL can find solutions with minor gaps compared to AlS, GA-DQL, and GA.
On average, GA provided solutions with a gap of 12.6%, AIS with 9.4%, GA-DQL
with 4.8%, and AIS-DQL with a gap of 0.1%. Indeed, AIS-DQL was more stable,
as it was less sensitive to small changes (perturbations) in the input data and
the instances’ size. Moreover, AIS-DQL allowed for reducing the computational
time considerably. GA and AIS may have similar mutation mechanisms, but AlS's
immune memory makes it more robust and stable. Furthermore, AIS learning
requires increasing the relative population size of each of these antibodies, which
proved valuable. A clone is generated temporarily, and those low-affinity antibodies
are eliminated. The goal is to solve the problem using minimal resources and
time. Therefore, the algorithm's response efficiency was greatly enhanced by the
memory associated with the first and best antibodies obtained for different and
similar antigens. It was capable of providing the best solutions with a high affinity
for a given instance only after a few iterations. Indeed, our algorithm ensures that
both the speed and accuracy of the immune response are progressively higher after
each model resolution. In addition, combined with a deep reinforcement learning
technique and KNN, the immune memory further strengthens the interaction with
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the environment, resulting in a continuous improvement of the algorithm’s ability
and prior knowledge of similar problems to solve the model for a given instance.

Table 6.6: Assessing the performance of GA, AIS, GA-DQL, and AIS-DQL
compared to CPLEX on relatively small and medium instances.

CPLEX GA AlS GA-DQL AIS-DQL

Instance Model Gap Gap Gap Gap
TC(€) CPU(s) TC(€) CPU(s) (%) TC(€) CPU(s) (%) TC(€) CPU(s) (%) TC(€) CPU(s) (%)

DM 390,078 424 396,319 8 1.6 395,929 28 1.5 396,319 15 1.6 390,078 2 0.0

1R2S6P40V5T SM 233,294 629 257,557 9 10.4 254,757 22 9.2 245,892 10 5.4 234,461 3 0.5
IRPPDS 187,095 451 204,308 9 9.2 199,443 i 6.6 200,379 14 74 187,095 4 0.0

DM 1,228,090 5050 1,331,250 256 8.4 1,312,828 240 6.9 1,251,424 421 1.9 1,228,090 25 0.0

1R2512P40V5T SM 998,186 6445 1,044,102 427 4.6 1,038,113 205 4.0 1,032,124 307 3.4 1,003,177 21 0.5
IRPPDS 651784 5265 677,204 401 3.9 689,587 57 5.8 682,418 461 4.7 651,784 21 0.0

DM 1,358,947 8776 1,498,919 84 103 1,382,049 32 1.7 1,394,280 89 2.6 | 1,358,947 18 0.0

1R2518P40V5T SM 1,215,018 12,115 1,364,466 527 12.3 1,362,036 62 12.1 1,273,339 57 4.8 1,219,879 77 0.4
IRPPDS 1,023,975 9331 1,135,588 824 109 1,087,461 925 6.2 1,054,694 483 3 1,023,975 50 0.0

DM 446,653 24,314 4,486,679 1394 82 | 4,470,092 884 7.8 | 4.457,652 1674 7.5 | 446,653 47 0.0

1R2524P40V5T | SM 3,487,994 31,701 3,857,721 989 10.6 | 3,864,697 508 10.8 | 3,808,889 416 9.2 3,508,922 21 0.6
IRPPDS 2,454,415 24,399 2,947,752 2313 20.1 2,923,208 25 19.1 2,648,314 455 7.9 2,454,415 163 0.0

DM 1,580,105 473 1,922,988 12 21.7 1,783,939 37 12,9 1,685,972 30 6.7 1,581,685 1 0.1

2R2S5P40V5T SM 1,399,757 591 1,542,532 40 10.2 1,511,738 12 8.0 1,426,353 20 1.9 1,402,557 42 0.2
IRPPDS 94,4821 496 1,037,413 18 9.8 993,952 4 52 963,717 35 2 945,766 3 0.1

DM 2,308,932 1309 2,673,743 75 15.8 2,542,134 76 10.1 | 2,403,598 4 4. | 2,308,932 12 0.0

4R2S5P40VsT SM 2,017,692 1626 2,360,700 39 17 | 2,209,373 P 9.5 2,031,816 51 0.7 2,017,692 22 0.0
IRPPDS 1.483,147 1316 1,739,731 124 173 1,576,585 21 6.3 1,566,203 79 5.6 1,483,147 5 0.0

DM 2,953,958 3013 3,202,090 63 8.4 3,190,275 42 8.0 3,140,057 227 6.3 | 2,953,958 6 0.0

6R2S5P40V5T SM 2,242,328 4131 2,679,583 58 19.5 2,684,067 6 19.7 2,419,472 8 7.9 | 2,249,055 53 0.3
IRPPDS 2,095,952 4405 2,290,876 70 9.3 2,292,971 379 9.4 2,179,790 240 4.0 | 2,098,048 2 0.1

DM 3,869,143 5423 4,604,280 538 19.0 4,016,170 527 3.8 3,927,180 392 1.5 3,873,012 29 0.1

8R2S5P40V5T SM 3,344,076 7346 3,691,860 525 10.4 | 3,410,957 604 2.0 | 3,390,893 209 1.4 | 3,347.420 41 0.1
IRPPDS | 2,462,623 5968 2,856,643 350 16 | 2,570,978 46 4.4 2,561,128 31 4.0 | 2,462,623 44 0.0

DM 5,240,844 7981 5,801,614 733  10.7 | 5,848,782 670 1.6 | 5382347 293 2.7 | 5,246,085 28 0.1

10R255P40V5T | SM 4,386,411 10,675 4,618,891 319 5.3 4,614,504 400 5.2 4,496,071 415 2.5 | 4,425,888 32 0.9
IRPPDS 3,179,185 8687 3,795,947 447 19.4 | 3,808,664 206  19.8 | 3,344,503 177 5.2 3,179,185 60 0.0

DM 643,312 8084 702,497 421 9.2 714,720 63 1.1 656,178 30 2.0 643,955 27 0.1

1R555P40VsT SM 562,825 13,686 665,259 276 18.2 613,479 54 9.0 602,786 38 71 567,328 6 0.8
IRPPDS 408,141 8969 454,261 726 1.3 422,426 702 3.5 436,711 100 7.0 408,549 7 0.1

DM 1,521,078 22,526 1,718,818 422 13.0 1,630,596 1732 7.2 1,522,599 337 0.1 1,522,599 168 0.1

1R10S5P60VST | SM 967,693 33,882 1,065,430 307 101 1,065,430 980 101 1,047,043 475 8.2 969,628 52 0.2
IRPPDS 603,661 24,005 719,564 285 19.2 705,680 508 16.9 644,106 295 6.7 604,265 160 0.1

DM 1,920,708 32,387 2,214,576 2272 153 2,212,656 1433 15.2 | 2,058,999 2871 7.2 1,920,708 48 0.0

1R15S5P40VsT | SM 1,708,639 41,501 1,942,722 525 13.7 1,905,132 1245 1.5 1,802,614 395 5.5 1,717,182 22 0.5
IRPPDS 1,348,012 34,055 1,419,457 2947 5.3 1,443,721 1598 7.4 1,376,320 949 241 1,349,360 289 0.1

DM 3,557,125 55,543 4,197,408 1656  18.0 | 4,030,223 5005  13.3 3,841,695 148 8.0 3,557,125 103 0.0

1R20S5P40V5T | SM 3,194,989 67,511 3,600,753 910 12.7 | 3,466,563 406 8.5 | 3,252,499 510 1.8 3,201,379 12 0.2
IRPPDS 1,677,222 55,135 1,893,584 902 12.9 1,893,584 5312 12.9 1,769,469 451 5.5 1,677,222 296 0.0

DM 4,051,687 67,115 4,590,561 3358 13.3 4,517,631 2022 1.5 4,221,858 1636 4.2 4,051,687 524 0.0

1R2555P40V5T | SM 361,545 85413 4,174,946 3140 156 | 4,113,549 400 13.9 | 3795733 21 54| 361545 42 o0
IRPPDS | 2,875,148 63,468 3,346,672 4064  16.4 3,197,165 3750 1.2 | 2,955,652 70 2.8 | 2,875,148 385 0.0

6.6.3 . Extra Experiments on Large Instances Solved Using GA-
DQL and AIS-DQL

To obtain more insights into the effectiveness of IRPPDS and AIS-DQL, we
further ran tests on large instances and compared the results to those obtained
using GA-DQL. We solved the DM, SM, and IRPPDS. Then, we computed the
total cost and the corresponding savings. We present the results obtained within
a CPU time of less than half an hour. The computational results are summarised
in Table 6.7. Table 6.7 also reports the difference (Diff) between the total costs

computed usin% GA-DQL and AIS-DQL as follows:

. _ Total Cost ga_pgr—Total Cost ars_pQL
D/Lff - Total Cost GA-DQL 100.

As expected, the AIS-DQL allows for feasible solutions to large-sized problems
within a reasonable time. AIS-DQL allowed for better solutions with an average
of 14% compared to GA-DQL and with less time, with an average CPU of 479 s
for DM, 557 s for SM, and 556 s for IRPPDS against 743 s for DM, 644 s for SM,
and 697 s for IRPPDS. As for the results, for all the instances under consideration,
IRPPDS reduced total cost compared to DM, with an average saving of 35%
(against 16% for SM). Moreover, the benefits of promoting virtual pooling were
highlighted when the number of RTls and suppliers increased. Furthermore, if the
demands to be satisfied required the use of several types of RTls, the benefits
of SM were smaller compared to those of IRPDPS and even DM (according to
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the results of ( ))- This was truer when the number of suppliers
increased. Indeed, even if SM can reduce the long-distance transportation of empty
RTls compared to DM, when empty RTls are not balanced, SM's transportation
cost increases since it includes the incurred costs from customers to the pooler's
centres from these latter to the suppliers. In addition, even if the centres are
located near suppliers (often in the automotive industry), it would be challenging
to balance the quantity of empty RTls between all suppliers. Therefore, SM may
work in favour of or against any supplier regardless of location, the demands they
should meet, or the centres’ number.

Table 6.7: Experimental results for large instances obtained using GA-
DQL and AIS-DQL.

ATS-DQL GADQL Dift %)

Instances om . EY . IRPPDS v s (%) oM w M o IRPPDS v €s (%)
™ TT@ Ty TC@ Tl SM IRPPDS T Ty e g TCE ;) SM IRPPDS DM SM  IRPPDS
T5RISST5CI0VST 7055305 330 579362 274 806191 217 7 2 282 527 07461 318 902934 276 2 EREEE] g
15R20515C120V5T 2698516 824 2407,032 475 1827526 254 M 32 3192344 1207 2919,561 550 2077897 316 9 35 15 18 2
15R30515C190V5T 5826300 44 5075948 1070 3877637 980 13 33 6659472 70 5079,089 1203 4552346 1259 24 2 13 o 15
15R40515C250V5T 13140456 181 12054126 335 7920967 391 8 20 15715985 300 14922266 372 9006139 473 5 B3 6 19 2
15R50515C350V5T 27632333 513 19,565,564 395 7761072 329 29 36 Juo3mo 829 27865271 463 20673888 410 10 3 m 30 %
15R60515C450VST 64334836 135 58442222 165 42490648 256 9 34 72248021 227 716121 197 49884021 329 2 3 om 8 15
15R70515C550V5T 143862932 97 134278723 156 80904270 156 7 a4 172347793 151 134553700 169 97004220 198 22 a7 0 7
15RBOS15CE50V5T 301974530 717 268660125 922 200455201 145 1 34 339721346 ms5 286184620 1146 22531646 154 16 4 n 6 "
15R100515C750V5T 641210086 398 606987781 443 429635068 414 5 3 721361347 615 612861772 471 514273176 536 15 29 n o1 6
15R200515C2000V5T 1291975415 106 832110939 694 663928176 751 36 49 1536158768 165 1135671285 852 794722027 927 26 48 16 27 16
15R300515C4000V5T 2721038343 728 2256821880 803 2082860769 665 17 23 3091213158 146 2503,447.969 870 2447361404 827 19 2 12 o 15
15R400S15C6000VST 5791824472 268 4,014,243,737 268 3126883840 237 3 46 6718516388 409  4,960,776575 289 3592789532 292 26 47 w19 3
15R600515C8000VST 143119975 384 850461003 357  7,582649005 178 26 34 13603127661 624 9546143904 391 8507732084 217 30 37 6 m "
31R20534C400V5T 4428883 740 3736512 845 3445812 971 16 22 5053356 1105 4036051 954 3979913 182 20 2 o2 7 3
31R40534Cg00V5T 10976187 301 7,719,378 569 7089787 839 30 35 13028734 475 9160248 690 8507744 1033 30 33 6 6 7
31R60534C1300V5T 23233219 917 16916596 395 14939103 312 27 36 27,368,732 1388 25748719 424 6731795 392 6 39 15 34 7
31RB0S34C2500V5T 53970019 595 43722965 622 841384 603 19 a7 62605222 890 5704204 714 31993955 745 9 9 w23 "
31R110534C4000V5T 120114263 331 97.779299 724 65665251 938 19 25 138972202 492 103217419 858 77288000 188 26 w w5 15
31R130534C5200V5T 26531361 515 251433010 284 210348468 214 5 21 315,457,883 796 299527.277 346 243583526 277 5 23 16 6 %
31R150534C6000V5T 572377195 294 50651145 531 410627.455 495 12 28 681701239 456 569,030183 608 473453456 614 16 36 m 13
31R200534C9000V5T 122701538 942 1134046280 346 950955051 172 8 22 1425787407 1481 1312205027 385 1136586780 221 8 20 u u 6
1R300534C14000V5T 4214 561 183 563 1745537.723 435 S Bl 30,4 869 2645201 697 49,261, 556 13 2 w7 9 15
169,582,1 319 452081515 483 1,432,1 5113 36 5789931961 516 5245182120 556 3751852603 640 9 E 2
31R500534C20000V5T 1, 6 244 45,36: 547 6, 14 728 20 37 13006916910 376 1296347507 64 7,964201046 925 O 39 15 32 3
31R600534C24500VST  23,471937,843 1027 18265998726 128  14,568,743,068 1m0 22 38 26734537203 1508 23081746819 1420 17278529279 2 14 3 2 =z 6
1R700534C29000V5T 4 10,407 933 665152201 1090 26, 166 160 34 47 572700m968 1439 $6207.283103 M85 31096455712 1430 2 % 3 a2 15
Average 4,489,886, 479 401768 557 646228016 556 17 35 i 743 4685635081 644 697 14 33 1w % 1a

6.6.4 . Sensitivity Analysis on Unit Cost

Considering that the performances may depend on the different unit costs,
a sensitivity analysis was conducted, and the results are given in this section.
Without loss of generality, we ran tests on the instance 10R20S30C. For each test,
we considered three scenarios. The first scenario represents the case where the
unit cost of sharing is significantly lower than the smallest unit cost of procurement
(sr = 5). The second one corresponds to the case where the unit cost of sharing
is equal to a given unit cost of procurement (s, = 700). Furthermore, the third
scenario represents the case where the unit cost of sharing is significantly higher
than the greater unit cost of procurement (s, = 1800). Figures 6.5 and 6.6 depict
the variation in cost reduction (CR) for different values of cost parameters. It
is worth noting that variable transportation and procurement costs were chosen
to conduct the sensitivity analysis due to their significant contributions to the
total costs.

153



Sharing unit cost =5 Sharing unit cost=700 Sharing unit cost=1800

COST REDUCTION
w
-1
*

20%
10%

0%
10 60 140 220 300 380 460 540 620 700 780 860 940 1020 1100 1180 1260 1340 1420 1500
PROCUREMENT UNIT COST

Figure 6.5: Saving in terms of total costs for the various unit costs
of procurement.
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Figure 6.6: Saving in terms of total costs for the various unit costs
of transportation.

From Figure 6.5, we see that from a cost-reducing perspective, IRPPDS gen-
erally has obvious advantages compared to DM for the three scenarios under con-
sideration. Moreover, we notice that any change in the procurement cost has the
most significant impact on cost reduction for IRPPDS. For the lower unit cost of
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sharing, we see that as the procurement cost increases, the performance advan-
tages of IRPPDS increase significantly. Indeed, authorising virtual pooling reduces
inventory holding costs for empty RTI owners (lowering the idle stock of non-used
empty RTIs), while suppliers who use these RTls can meet more demands when no
or fewer RTls need to be bought. On the other hand, when the procurement cost
is smaller than the unit cost of sharing, saving is smaller, and the advantages of
DM and IRPPDS are comparable (this is even more evident in scenario 3). Thus,
the benefits of IRPPDS may lessen as the cost incurred by sharing cannot be offset
by the saving it brings regarding the reduction of procurement costs. Therefore,
IRPPDS becomes profitable with a higher procurement cost. Moreover, as shown
in Figure 6.6, significant savings are achieved when the sharing cost is smaller.
In addition, when the transportation cost increases, IRPPDS is more profitable
than DM. Indeed, more empty and loaded RTls can be transported in a period
(high fill rates), while fewer customers are visited, and fewer RTls are bought in
the next period. However, the predominance of IRPPDS may weaken when the
sharing cost increases (this was even more evident in scenario 3, with GAP tending
to zero). Indeed, with higher unit costs of sharing and transportation, it would be
preferable and more cost-effective to have low fill rates (i.e., not to accept loading
of unowned RTls and to send them to the suppliers for further reuse) and to buy
the needed RTIs rather than to have to pay for shared RTls. Consequently, DM
may be more profitable compared to IRPPDS.

6.7 . Conclusions and Perspectives

This paper considered a deterministic, multi-supplier, multi-customer and multi-
RTI inventory routing problem with delivery and pickup in a collaborative supply
chain in which empty RTls inventories are virtually pooled among suppliers. We de-
veloped an MILP and solved it using CPLEX. Experiments showed that the virtual
pooling of RTls significantly reduces new RTI procurement costs and inventory
and transportation costs compared to dedicated and shared modes. Moreover,
to handle the combinatorial complexity of the problem, we developed an artificial
immune-system-based algorithm coupled with deep reinforcement learning tailored
to the mathematical program. We implemented our resolution approach using
Python and Pytorch and compared it to the CPLEX solver and three metaheuris-
tics: AIS without deep learning and GA with and without deep learning. Both
variants of GA and AIS coupled with DQL seem to be competitive. However,
the AIS variant outperformed GA thanks to its immune memory, which continu-
ously improved the algorithm's speed and stability in solving the model. AIS-QDL
even allowed for obtaining optimal solutions for some instances and feasible so-
lutions with a tiny gap and within a small amount of time. Using AIS-QDL, we
solved the model for large instances of up to 700 suppliers, 34 customers, and 31
types of RTls. A sensitivity analysis of units’ costs was also conducted. These
results highlight how virtual pooling can be preferable compared to the dedicated
and shared modes.

While the benefits of the model and the effectiveness of the AIS-DQL were
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demonstrated using randomly generated instances, it would be beneficial to assess
further their effectiveness on real data. Moreover, several possible applications may
be investigated. For example, one could study the integration of cross docks in the
RTI flows, as in the case of automotive supply chains. The idea is to combine and
consolidate, when it seems advantageous, numerous smaller RTI loads provided
by different suppliers and to deliver them downstream. Future research may also
investigate the case of stochastic demands as room to exploit further and assess the
limits of the resolution approach to tackle this kind of problem, the relative power
of all parties in decision making, and maximising profit and its allocation. One way
to address this latter may rely on the degree of commitment of the players. Indeed,
as many supply chains experience the highest loss and damage rates of RTls (which
can be trackable using, for instance, RFID tags), the pool manager can reduce the
costs incurred by "good" users and increase those of the "bad" ones or offer them
training on the use of these RTls so that they can improve on their weak points,
reduce the environmental impacts, and increase the competitiveness of the whole
system. Furthermore, decisions related to fleet composition and fuel consumption
are to be considered in future work.
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Abstract: We investigate the integration of forward and reverse networks in

the interconnected logistics services in the Physical Internet (P1). A three-level PI-
supply chain is considered, in which suppliers deliver their products to customers
using reusable containers. In the light of sustainable development, forward and
reverse flows are consolidated at the level of hubs. A mathematical model for
the pickup and delivery of reusable Pl-containers exploiting the Pl concept is pro-
posed. It considers inventory sharing between the Pl-hubs, including empty and
loaded Pl-containers. Deliveries from suppliers to the Pl-hubs and from Pl-hubs to
the customers are considered to be performed within time windows. A resolution
approach based on the hybridization of mathematical modelling, artificial immune
system algorithm and deep reinforcement learning is proposed to handle the combi-
natorial complexity of the problem at hand. Computational experiments highlight
the positive impact of the Pl model on logistics efficiency compared to the classical
model, thanks to Pl's high level of integration, flexibility and openness, which help
achieve significant cost savings. They also stress that the resolution approach is
very competitive and allows better solutions in terms of solution quality and run
time.

Keywords: physical internet, reverse logistic,inventory routing with pickup and
delivery, artificial immune system algorithm, deep reinforcement learning

7.1 . Introduction

The Physical Internet (Pl) is a relatively new paradigm developed to enable
the global logistics sustainability ( : ). Its vision focuses on 13 char-
acteristics based on data transmission protocols that have formed the Internet
( , ; , ). Pl is defined as how physical objects are
transported, stored, supplied and used, aiming at greater efficiency and sustain-
ability ( : ). PI, therefore, can introduce ground-breaking de-
velopments in material handling, logistics and facility design.

The main characteristic of Pl is the use of globally standard, smart, green
(either recyclable or reusable), shared and modular containers, also known as Pl
containers ( , : , : , )-
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Composition

Decomposition

Figure 7.1: Modular Pl-container for consolidation and de-consolidation
(source: Montreuil (2011))

et al. (2014) discuss other detailed characteristics of the Pl-containers. The au-
thors emphasise that in the manner of the BIC code in the maritime sector, these
containers have a unique international identification to ensure better traceability.
Pl-containers are also in a position to provide physical security and anonymisation
of content which considerably facilitates the sharing of resources between various
partners, including competitors. They also have a standardised size and mechanical
strength, making it easier to handle and stack. And finally, by using a standard-
ised system and appropriate twist-lock development, handling and locking between
Pl-containers are possible (see 4.2). Pl containers can be therefore interlocked or
encapsulated inside each other (Landschiitzer et al.,, 2015). These Pl-containers
will subsequently be decomposed into separate and smaller unit containers at PI-
hubs for consolidation and better use of the capacity of trucks or better handling
and storage at Pl-hubs and destination locations (see Figure 7.1).

Aside from the Pl-containers, movers and nodes are other critical physical
elements of the Pl (Fahim et al., 2021). Movers are grouped into Pl-transporters,
Pl-conveyors and Pl-sorters. For the nodes, Pl-hubs and Pl-transit centres are
introduced. This forms Pl's backbone. Therefore, the Pl-logistics system can be
defined as follows: if a shipment is made from supplier A to customer B, PI-
containers are routed through one or more Pl-hubs or Pl-transit centres where
they are consolidated, handled and transported by Pl-conveyors, Pl-sorters and PI-
transporters. Similarly, when dealing with a set of suppliers and customers, goods
with the same destination are consolidated and collected from and to transshipment
points in the exact shipping period.

The PI logistics system is shared (Ballot et al., 2014) and thus, the expected
benefit of such a system comes from sharing and pooling resources. Since the
sharing of inventory and transportation resources allow for seamless interoperability,
the cost, speed, quality and sustainability of the transport of goods are optimised
(Tran-Dang et al., 2020). Routing systems are thus coordinated so that the means
of transportation and their drivers meet at Pl-hubs. The haulage and hauls can be
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re-consolidated to avoid transports with empty or partially filled charge carriers and
shorten transport times. Therefore, the Pl's objective is to achieve higher utilisation
of the transport routes. This is meant to provide significant economic (shorter
transport times, fewer personnel costs) and ecological (traffic reduction, less CO2
emissions) advantages ( : )- A balanced utilisation of storage facilities
and distribution centres also strives ( : ; : ).
In such a system, routing and inventory decisions thus become very complex, and
the need for optimisation models has become more than needed ( : ;

, ). This is even truer when dealing with reusable Pl-containers,
which involve the management of both forward and reverse flows. This paper aims
to fill this gap.

This paper contributes to the literature in four dimensions: first, we develop
an optimisation model for inventory routing of reusable Pl-containers flowing in
a closed loop. We investigate a Pl-supply chain in which suppliers deliver their
products using reusable Pl-containers to their customers (e.g., plants, retailers).
Direct and reverse flows of the Pl-containers are consolidated at the level of a set of
Pl-hubs. Such management is highly relevant in the fast-moving consumer goods
(FMCG) industry, where products are non-durable, delivered in packaged form, at
low prices and in high volumes, and frequently purchased. Nevertheless, existing
papers mainly consider traditional designs of the supply chain network, where each
company establishes its logistics network independently ( , ;

: ; Liu, ). This paper focuses on the inventory routing
model under stochastic demand of reusable containers exploiting the Pl concept,
which is new to the literature. Second, we consider inventory sharing between the
Pl-hubs. Sharing includes both empty and loaded Pl-containers. Third, we consider
deliveries from suppliers to the Pl-hubs and from Pl-hubs to the customers to be
performed within specified time windows as is usually done in practice. And finally,
a resolution approach based on the hybridisation of mathematical modelling and an
artificial immune system-based algorithm and reinforcement learning is proposed
to handle the combinatorial complexity of the problem at hand. Also, thanks
to its generality and flexibility, this matheuristic uses deep reinforcement learning
techniques originally presented by ( ) to solve dynamic and
stochastic inventory routing problems successfully.

In this paper, we aim to determine for each level of a three-level Pl-supply chain,
under stochastic demands and over a given planning horizon, the required quantities
of empty and loaded Pl-containers to allow the flows of products necessary to meet
the customers’ demand within specified time windows. The objective is to construct
thus planning for Pl-containers deliveries, pickups, transshipment and procurement
of new ones while performing deliveries the predetermined within time windows.

The remainder of this work is structured as follows. In Section 2, related works
are presented. Problem description and formulation are provided in Sections 3
and 4. Section 5 describes the resolution approach, while Section 6 reports the
experimental results. Finally, conclusions and perspectives are presented in Section
7.
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7.2 . Related work

Two research streams which are most aligned with our work address classical
cross-docking into a supply chain environment and Pl application in supply chain
management. Regarding the first research stream, cross-docking takes place to
consolidate shipments from disparate and even decentralised sources to achieve
full-load outbound trucks and satisfy the customers’ demands in a minimum deliv-
ery time. Many papers discuss Vehicle Routing Problem (VRP) with the classical
cross-docking problem, and associated topics cover both models and solution ap-
proaches to deal with their combinatorial complexity. ( ) study a
VRP with a cross-dock centre and propose a heuristic based on a tabu search
algorithm to tackle the problem. ( ) proposes a model to address
a VRP with multi-product cross-docking and uses CPLEX to solve the model for
small instances. ( ) propose a model to address VRP with multiple
cross-docks and split deliveries. A constructive heuristic with two-layer simulated
annealing and tabu search is used to solve the problem. ( ) address
a VRP where products are shipped to customers directly or via cross-docks. They
implement an ant colony optimisation algorithm to solve the problem at hand.

( ) develop a two-phase deterministic model for VRP
with multiple cross-docks and use a metaheuristic called a self-adaptive imperi-
alist competitive algorithm to tackle the problem of concern.

( ) propose a bi-objective model for a VRP with cross-docking. The
model takes into account pollution and routing costs, and supply reliability. They
use the multi-objective simulated-annealing algorithm and non-dominated sorting
genetic algorithm to provide Pareto solutions to the problem. Other papers also in-
tegrate time windows constraints or transshipment between cross-docks.

( ) model a transportation problem with cross-docking and time windows and
propose a heuristic approach to solve it. ( ) consider transshipment
between cross-docks constrained by transportation schedules and warehouse capac-
ities. ( ) ( ) study the VRP with cross-docking
and consider both transshipment and time windows constraints. Both papers use
simulated annealing and tabu search based algorithms to solve the problem. We
also note scarce interest in considering both forward and reverse flows of products.

( ) analyse and adjust a set of models used to optimise forward

flows to cope with reverse flows' characteristics in cross-docking.
( ) develop a mathematical model that integrates returned products’
flows. ( ) considers an integrated supply chain network

in which the forward/reverse cross-docking is applied, wherein the demands of
customers (in forwarding flow) and that of recovery centres (in reverse flow) can
be less than a truckload. The authors use the general algebraic modelling sys-
tem (GAMS) software to solve the model. ( ) study a VRP
with a cross-docking centre and consider forward and reverse flows. A simulated
annealing algorithm is used to solve the problem of concern.

On the other hand, previous papers related to Pl have dealt chiefly with func-
tional design for a road-based transit centre ( , ), tracking technol-
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Figure 7.2: Forward and reverse flows of Pl-containers in a Pl-closed
loop comprising set of suppliers, cross-docks, and customers

ogy for the management of returnable Pl-containers ( , ), routing
problem ( : ), rule-based simulation models for inventory control
( : ), a single product inventory optimisation control model with
transshipment ( , ) and Pl-enabled integrated production inventory
and distribution ( : ). It is also necessary, however, to consider cross-
docking hubs and Pl-containers management from an operational and sustainable
viewpoint. The primary objective is to find the optimal inventory management,
forward and reverse flows of reusable Pl-containers and transshipment between
cross docks, all constrained by time windows. To the best of our knowledge, no
work has been reported that addresses such a Pl-setting. Thus, this paper aims to
fill this gap.

7.3 . Problem description

As a part of a Pl-enabled vendor-managed inventory (VMI) system, the objec-
tive is to optimise transportation, inventory, transshipment and production costs
for a uni-modal freight for delivery and pickup in a Pl-closed loop supply chain.
This supply chain consists of multiple suppliers and multiple customers and in
which a set of Pl-hubs are used to consolidate the forward and reverse flows of
reusable Pl-containers. This paper focuses on the cross-docking terminals, mainly
Road—Road Pl-hubs used to transfer the Pl-containers between inbound and out-
bound Pl-trucks (see Figure 7.2).

The planning horizon length is d with discrete-time periods t € T = {1, ..., d}.
Regarding the sequence of the operations for forwarding flow, we assume that first,
the decisions related to the quantities to be delivered by each supplier to Pl-hubs
are determined. Second, after customers reveal demands, they are supplied by PI-
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hubs. Moreover, inventory sharing is allowed between Pl-hubs to avoid, as much
as possible, shortages at the level of each customer.

This paper assumes that direct shipping is not allowed from suppliers to cus-
tomers and vice versa. All flows must be handled and consolidated at the Pl-hubs
before being shipped to their final destination (supplier or customer). Moreover,
under VMI and Maximum Level policies ( , ), we assume that each
supplier j can freely decide on the quantity to supply to the Pl-hubs in terms of
loaded Pl-container p, restricted only by the customer i's inventory capacity and by
a threshold (reorder point) rp;;;. This quantity defines the parameter @Q,;;; which

is assumed to be proportional to maz [0, rp;j; — IpLi’tO], where IpLi;/O is the inventory
level at a customer i at the beginning of a period t expressed in terms of loaded
Pl-container p.

As in ( ); ( ), we assume a normally

distributed demand; a reorder point r can be then computed as follows:

r=pu+ogg (7.1

Where p at a given period is the expected demand and o the related standard
deviation, [ is the shortage probability, and gg is the S-order quantile of the
demand distribution. We note that these values and r are updated in each period
t. Also, the Expression 7.1 is applied before solving the model for each supplier,
customer and loaded Pl-container.

Transshipment between Pl-hubs is permitted so that they can patch the de-
mands by other’s inventories. Transshipment can take place as an emergency
measure to avoid shortages as much as possible whenever demands that have
been revealed exceed the quantity of loaded Pl-containers made available to each
customer. Transshipment also includes sharing empty Pl-containers to avoid pack-
aging unavailability and unnecessary over-investment in buying new Pl-containers.
This transshipment is allowed whenever it seems profitable, and each supplier’s
required quantity of empty Pl-containers exceeds his inventory level (insufficient to
meet future demands).

Furthermore, we assume a direct shipment to customers from Pl-hubs. Af-
ter the demand is revealed, each customer is visited to be delivered the required
quantity of loaded Pl-containers. We also benefit from this visit to collect empty PI-
containers necessary for future deliveries. Once returned, the empty Pl-containers
are sorted and consolidated at the level of Pl-hubs, before being directly shipped to
the suppliers for further reuse. Deliveries from suppliers to the Pl-hubs and from
Pl-hubs to the customers are performed within time windows. We also assume that
each location (supplier, customer and Pl-hub) has two storage areas. One is dedi-
cated to the storage of loaded Pl-containers and the other for empty Pl-containers.
Each stock area is characterised by an initial inventory level and a maximum storage
capacity. At the beginning of the planning horizon, each customer places an order
in terms of loaded Pl-containers to a Pl-hub. The supplier has to directly ship the
products to the given Pl-hub within a time window. After being unloaded from
inbound Pl-trucks, the Pl-containers are decomposed and sorted using Pl-sorters.
Pl-containers having the same destination are then grouped and loaded into the
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outbound Pl-trucks (or after being stored temporarily in the storage zone). The
outbound Pl-trucks ship the Pl-containers to the downstream customer and pick
up the empty Pl-containers to be returned to the Pl-hubs for consolidation before
sending them back to the suppliers for further reuse.

The transportation cost is computed based on flows. This paper considers five
classes given the two flows of Pl-containers: from suppliers to Pl-hubs, from PI-
hubs to suppliers, to customers, from customers to Pl-hubs, and between Pl-hubs.

Finally, aside from the assumptions already expressed, we consider the follow-

ing:
1. Shortage penalty is incurred if demands are not met even after allowing
lateral transshipment ( : ).

2. The time window restriction should be satisfied.
3. The time horizon is finite and is subdivided into equal periods.

4. The transshipment of Pl-containers, either loaded or empty, between Pl-hubs
is possible all the time.

5. Pl-trucks can load either empty or loaded Pl-containers.

6. Buying new Pl-containers is allowed if the quantity of empty Pl-Containers
remains insufficient to meet the needs of suppliers.

7. At the end of each period, all empty Pl-containers are subject to quality con-
trol. Damaged ones are disposed of, serviceable Pl-containers are repaired,
and undamaged ones are transferred to the inventory.

The problem considers delivery and pickup, inventory and transshipment prob-
lems of Pl-containers in a Pl-closed loop supply chain. The objective is to determine
for each level of the supply chain and over the planning horizon the quantities of PI-
containers to be delivered by the suppliers and the quantities of empty Pl-containers
to be picked up or bough, if necessary. Deliveries to customers must be performed
within time windows. To do this, we need to set up planning for the inventory level
constraints (no shortages and overstocking are allowed) while taking into account
time windows constraints, the availability of empty Pl-containers at suppliers and
Pl-hubs, and minimising the inventory holding cost, operating cost at the Pl-hubs,
transportation, production/cleaning and new Pl-containers purchasing costs.

7.4 . Problem formulation

Using the notations, parameters and decisions variables reported in Table 7.1,
the pickup and delivery of Pl-containers in a Pl-hubs network with forward and
reverse flows is formulated as follows:

min » Y N (Wb th, + hEIE) YOS (hhIE + nE IR+

teT keK peP teT i€N peP

Ll 4 B2 rE Y
ZZZ hpilpjt + hyilpje) +§ :E : E :Cjkx]kﬂ‘ E E E ChiYhit
teT jeS peP teT jes keK teT ieN ke K
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Table 7.1: The model's notation

Sets
S Set of suppliers
K Set of Pl-hubs
N Set of customers
P Set of Pl-containers
T Set of periods

Parameters

Cik Transportation cost from a supplier j to a Pl-hub &
Chi Transportation cost from a Pl-hub & to a customer ¢
Crk/ Transshipment cost from a PI-hub & to a PI-hub &’
hﬁk, hEk Holding cost of a loaded and an empty Pl-container p at the Pl-hub k resp.
hL, h}é Holding cost of a loaded and an empty Pl-container p at the customer i resp.
hgj, hf]. Holding cost of a loaded and an empty Pl-container p at the supplier j resp.
by Unit cost of buying a new Pl-container p
9p Unit cost of maintaining and cleaning a Pl-container p
Api Unit cost of shortage per unit of loaded Pl-container p at the level of customer ¢
TSjD, TEP  Starting and ending time of delivering Pl-containers from a supplier j resp.
TSE, TS?’ Starting and ending time of shipping Pl-containers to a customer i resp.
Ikao' I%O Init?al anentory of a loaded and an empty PI-conta?nerp ata PI-hup k resp.
sz.o, Lo Initial inventory of a loaded and an empty Pl-container p at a supplier j resp.
II{}ZO, I;Zéio Initial inventory of a loaded and an empty Pl-container p at a customer i resp.
VpL, VPE Volume occupied by a loaded and an empty Pl-container p resp.
CyL, CxE Maximum holding capacity of PI-hub & (loaded and empty Pl-containers resp.)
C;L, CE Maximum holding capacity of customer ¢ (loaded and empty Pl-containers resp.)
C;L, C;E Maximum holding capacity of supplier j (loaded and empty Pl-containers resp.)
Dyt Customer demand which is normally distributed with average parameter p,,;; and standard deviation op;¢

(rpije, Qpgit)

Replenishment policy of supplier j; Q,;:+ for batch size and r;;; for reorder point considered by supplier j for
each customer ¢ and Pl-container p

M Big number
Variables

xfm Binary variable equal to 1 if supplier j is assigned for delivering loaded Pl-containers to Pl-hub & at period ¢, o,
otherwise.

y%t Binary variable equal to 1 if a PI-hub k is assigned for delivering Pl-containers to customer ¢ at period ¢, otherwise.

T Binary variable equal to 1 if supplier j is assigned to Pl-hub k for receiving empty Pl-containers at period ¢, o,
otherwise.

yﬁct Binary variable equal to 1 if a PI-hub k& is assigned to customer i for receiving empty Pl-containers at period ¢, o,
otherwise.

ZLk't Binary variable equal to 1 if there is a transshipment between a PI-hub k and PI-hub £’ at period ¢, o, otherwise

szkt, IE, Inventory level of loaded and empty Pl-container p at Pl-hub & at period ¢ resp.

Ié“' I%].t Inventory level of loaded and empty Pl-container p at supplier j at period ¢ resp.

Lo Ly Inventory level of loaded and empty Pl-container p at customer ¢ at period ¢ resp.

Wk Quantity of loaded and empty PI-container p shipped from Pl-hub & to PI-hub &’ at period ¢ resp.

E

Wkt

Qphit Quantity of loaded Pl-container p filled by the product of supplier j shipped from a Pl-hub k to a customer ¢ at
period ¢

Rykije Quantity of empty Pl-container p shipped from a customer i to Pl-hub k at period ¢

Rpkjt Quantity of Pl-container p to be shipped from a PI-hub & to supplier j at period ¢

Npkt Quantity of Pl-container p being bought and stored in the Pl-hub k at period ¢

Fpjt Quantity of empty Pl-container p being filled by products at the supplier j at period ¢

Upit Quantity of lost sales at customer ¢ expressed in terms of the number of filled Pl-container p at period ¢
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The objective function (7.2) minimises the total cost. The three first sums corre-
spond to the inventory holding cost at Pl-hubs, suppliers and customers, respec-
tively, for empty and loaded Pl-containers. The fourth sum to the eighth sum
corresponds to transportation costs from suppliers to Pl-hubs, from Pl-hubs to
customers and between Pl-hubs for both forward and reverse flows of empty and
loaded Pl-containers. Constraints (7.3)-(7.8) define at each location the conver-
sations the conditions for the conservation of inventory levels of loaded and empty
Pl-containers. Constraints (7.9)-(7.14) indicate the boundaries of the inventory
levels of loaded and empty containers at the level of Pl-hubs, suppliers and cus-
tomers. Constraints (7.15) guarantee that the quantity of loaded Pl-containers
shipped from a supplier to a Pl-hubs is positive only when the related binary vari-
able is. Similarly, constraints (7.16)-(7.19) ensure the same logic between Pl-hubs
and between Pl-hubs to customers for loaded and empty Pl-containers. Constraints
(7.20)-(7.21) stipulate that each delivery from suppliers to Pl-hubs and from PlI-
hubs to customers is performed only within its time window.

7.5 . Resolution approach

The classical cross-docking problem is NP-complete in the strong sense (

, ). It is even harder for our setting, which integrates forward and reverse
flows, transshipment and time windows constraints. Therefore, exact methods
can fail to find optimal solutions for large-size problems. Given the complexity
of the cross-docking problem, our approach is, therefore, to use a matheuristic
that combines mathematical modelling and an artificial immune system (AIS). For
each flow, we determine using AIS the values of three decisions: the choice of
the Pl-hubs assigned for delivering full Pl-containers and for receiving empty ones,
and the time of delivery to the customers. The rest of variables are determined
by solving the MILP in which the related variables of the three decisions are fixed.
We note this MILP: FMILP

7.5.1 . Artificial immune system

To be used in problem-solving, AlS is modeled after the immune system's learn-
ing, and memory features ( , ). Antigen recognition, antigen
and antibody binding, and antibody synthesis are all replicated. It also uses the
immune system'’s variety and memory mechanisms abstractly. As a result, it can
assure individual variation while retaining a high level of affinity, preventing prema-
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ture occurrences that demonstrate a great global search ability ( ,

). Finally, even though AIS is a relatively new complex problem-solving ap-
proach when compared with other nature-inspired metaheuristics such as evolution
strategies and genetic algorithms, its inherent characteristics of immune memory,
vaccination, antibody self-recognition ability, and immunity diversity allow it to
have a high level of flexibility and a good balance between global and local search
( : )

The process starts with an initial set of random solutions called antibodies.
Each antibody in the pool represents the set of assigned Pl-hubs and delivery times.
The fitness of each solution is measured during each generation of an antibody,
and solutions are selected for hypermutation, selection and cloning based on their
fitness (computed using objective function values).

An antibody is represented as a bit string in which all the possible information
regarding assigned Pl-hubs and delivery times should be contained. The represen-
tation space Y is expressed as a Cartesian product of allele sets AS. & = L stands
for forward flow and £ = E for reverse flow:

x = AF x AF (7.22)

The algorithm uses a 5-bit scheme A% = {axa;at, “a;%ar,%;a/* € {0,1}/1 =
k,j,i,t1,t2}, so that for forward flow, each bit, if equal to 1, represents respectively
a Pl-hub k assigned to receive full Pl-container from supplier ;5 at time ¢; and to
deliver to customer i in time t5. For reverse flow, each bit, if equal to 1, represents
respectively a Pl-hub k assigned to deliver empty Pl-container to supplier j at time
t1 and receive empty container from customer 7 in time ts.

Later, each antibody is re-converted to binary variables %thv yL., ﬂchkt and yZ,
to be able to solve the FMILP and then determine its related fitness F, computed
with regard to the objective function OF):

1

Fy=——
X OF,

(7.23)

Therefore, the probability, PS,, of selecting an antibody for cloning depends

on its fitness. The probability P.S, is defined as: PSX=%

As for exploration and exploitation processes, AlS uses Hyper Mutation (HM)
and Receptor Editing (RE) mechanisms. Each operator conducts random per-
turbations on each gene to generate the next generation’s population. The HM
mechanism guarantees that the higher-fitness antibodies are hyper-mutated at a
slower rate. The H M, the rate for an antibody ¥ is defined as HM, = e~ *Fx
where w is the decay control factor. Following hyper-mutation, a new population
is generated. Antibodies are so reorganised based on the affinity evaluation.

Following the cloning and mutation operations, the RE mechanism is per-
formed, which consists of removing a subset of the current antibodies (the worst
®% percent of the population) and replacing them with newly generated antibodies
( : ). This mechanism allows exploring new search
areas, which helps escape from local optima.
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7.5.2 . AIS enhanced by Deep Q-learning

Although several studies have demonstrated the convergence of AlSs to a global
optimum, a Markov-chain analysis reveals poor convergence of the AIS algorithms
( , ). Indeed, AIS converges slowly owing to the
antibody's single-point random mutation, which means that a particular antibody
chooses a gene bit and changes its value randomly to one of the other selectable
values. Furthermore, because of other weak gene blocks, it cannot preserve any
locally great gene blocks in some low-affinity antibodies. As a result, the speed of
the search is slow.

In this paper, we use the same Deep Q-learning (DQ) technique thoroughly
explained in ( ) to speed up the algorithm and enhance its
performance. Indeed, metaheuristics (in our case, AlS) produce a large amount
of data throughout their iterative search processes, which can be converted into
explicit knowledge using Machine Learning models ( , ). This information
covers, for instance, the search's spaces, moves, recombination, local optima, and
excellent and bad solutions. In this paper, DQ is used to help analyse data relative
to movements and recombination that have been made to generate good solutions
to the problem. The objective is to extract useful information from this data so
that the AIS’s search performance and speed may be improved.

The concept of Q-learning consists of placing the agent (i.e., antibody) in state-
action pair sequences (i.e., mutation, -recombination), observing the rewards that
ensue, and updating a table's predictions (called a Q-table) until the best action is
accurately predicted. As a result, the "Q" stands for quality, which determines how
effective a specific action is in earning a prospective reward. On the other hand,
the process can be time-consuming since the amount of memory needed to save
and update that table rises as the number of states increases, and the amount of
time required to investigate each state to generate the requisite Q-table becomes
thus impractical.

These Q-values are approximated using neural networks, which are referred to
as DQ), to tackle this problem. Consequently, the state is given as an input, and
the output is the Q-value of all potential actions. After the network has been
trained, picking the best action requires comparing the potential rewards of each
action and selecting the best one. Accordingly, DQ guides AlS in choosing the
best actions to perform regarding the best moves for HM and RE.

To help speed up the AIS even further, all of the moves made so far are
recorded. This "memory" is exploited so that the prior best actions are used every
time the algorithm is applied to solve the model for a given instance, which happens
to be similar to the ones already treated. The best moves are chosen based on how
the new instance compares to the prior ones. The K-Nearest Neighbours technique
is used to determine similarities ( , .

Finally, a basic penalty method is used to respect the model’s constraints in the
AIS. Each antibody's feasibility is evaluated against the model’s constraints during
HM and RE procedures. If an infeasibility occurs, the value of the fitness functions
of the corresponding antibody is penalised. Consequently, infeasible antibodies
have a lower chance of making it into the following generation of antibodies.
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Figure 7.3: Current dominant distribution system in FMCG vs. PI for
forward flows (source: ( )

The algorithm stops when a time limit is reached, or no improvement in the
quality of the solution is noted.

7.6 . Computational experiments

We compare the performance of our Pl-supply chain to the classical supply
chain described in Figure 7.3, which depicts forward flows in the distribution system
in FMCG. The classical supply chain we address consists of suppliers from which
products (manufactured by companies) are shipped using reusable transport items
they own (e.g., pallets, boxes, .) to customer zones via the distribution centres to
meet each customer’s demand. In addition, neither direct shipment of products nor
transshipment are allowed. Similarly, in the reverse flow, empty reusable items are
collected from the customer zones and returned to their owner. All the production
and maintenance processes (cleaning, recovering and disposal) are assumed to be
performed at the suppliers regarding the type of returned items.

The performance ratio related to the total cost (TC) is computed as follows:

TCPI - TCClassic
TCpr

Z = ( )100 (7.24)

The improvement in service levels (SL) is also computed as follows:

SLPI - SLC'lassic

7= SLpr

)100 (7.25)

7.6.1 . Experimental design

This section presents the experimental design for generating a set of instances
since no benchmark instances were found in the Pl literature with the same con-
straints and input/output data. As a result, we generate our data to be as realistic
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Table 7.2: The model’s input data

Maximum inventory level of empty and loaded Pl-containers at each customer 4
Maximum inventory level of empty and loaded Pl-containers at each supplier j
Maximum inventory level of empty and loaded Pl-containers at each Pl-hub &
Initial inventory level of a loaded Pl-container p at customer ¢

Initial inventory level of an empty Pl-container p at customer ¢

Initial inventory level of a loaded/empty Pl-container p at supplier j

Parameter Value
Number of customers [5,200]
Number of Pl-hubs [5,20]
Number of suppliers [5,40]
Number of Pl-containers [5.40]
Average demand U (20, 240)
Standard deviation U(2,144)

123 Zp,t Dpit V= (](17 3)

Vi Yopyig Dpit i vy = U(1,4)
Vi Zp,i,i Dpit Ve = U(5, 10)
ViDpil V= U(l72)

Dyi1

Vi 2 op,i,t Dpiti vi = U(5,10)

Initial inventory level of a loaded/empty Pl-container p at Pl-hub & Vk 2 p.it Dpiti v = U(5,10)
Inventory holding cost of loaded Pl-container p per period U(0.02,0.2)

Inventory holding cost of empty Pl-container p per period U(0.01,0.1)

production cost U(0.01,0.04)

New Pl-container procurement cost U(10,200)

Lost sales cost 100h%;

Time windows U(0,5)

Transportation cost from a node i to j with regard to the spacial coordinate X  /(X; — X;)2+ (Y; — Y;)2+0.5
and Y generated in U(0, 500). This concerns any level of the supply chain.

Transshipment cost from Pl-hub & to &k’

0.01(/( X, — X31)2 + (Y}, — Y3 )2 +0.5)

as possible by following some of the standards for instances generated for the IRP
and IRP for returnable transport items, namely demands, initial inventories and
storage capacities ( , ; ) : ;
, ). Our dataset, available upon request, is generated according to Table

7.2.

To evaluate the stability of the resolution approach, the tests are performed in
10 replications for each of the generated instances, and the average value of the
objective function is presented. A time limit of 7200s is set for CPLEX to be able to
validate the results obtained using the resolution approach. The analyses are also
supported by one-tailed Wilcoxon signed-rank tests, which show that most observed
differences are highly significant (p-value < 0.001). Finally, all optimisation steps
are carried out with a personal computer(MacBook Pro, macOS Big Sur, 3.3 GHz
Quad-Core Intel Core i7 CPU with 8 GB of RAM) and with CPLEX 12.9, Python
3.7 and Pytorch.

7.6.2 . Parameters tuning of AIS and DQ

To enhance their performance, modern optimisation algorithms often require
many parameters to be adjusted. The automatic algorithm configuration's imme-
diate purpose is to discover the best optimiser parameter values automatically. Au-
tomatic algorithm setting can lead to new optimisation software design paradigms
in the long run. The Irace package is a piece of software that automates a number
of configuration operations ( , ). lterated racing processes,
in particular, have been effectively employed to automatically configure a variety
of state-of-the-art algorithms ( : ). The iterated F-race al-
gorithm and various adaptations and refinements are among the repeated racing
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techniques implemented in Irace.

In this paper, a set of training instances representing the problem (80 instances
with 5 to 50 customers, 5 to 10 suppliers and 5 to 10 Pl-hubs) is used to choose the
best algorithm configuration (see Table 7.3). The selected algorithm configuration
can then be used to solve new instances of the same problem. Table 7.4 reports
the parameters tuning for AIS and DQ.

Table 7.3: Tuning of AIS’s parameters

Parameter Range Chosen values
Population size [170,200] 200
Maximum number of iterations [150,200] 200
HM probability [0.31,0.34] 0.31
Selection probability [0.47,0.54] 0.5
RE probability [0.2,0.3] 0.2

Table 7.4: Tuning of DQ's parameters

Parameter Value
Exploration rate 0.32
Discount rate 0.41
C 120

7.6.3 . Computational results

This section reports computational results on medium and large instances and
sensitivity on unitcost.

7.6.3.1 . Results for medium and large instances

Table 7.5 report total costs computed for both the Pl model (PI-M) and clas-
sical model (C-M) using CPLEX and our Algorithm. The set of instances under
consideration consists of a number of customers N varying between 5 and 50; a
number of suppliers S and Pl-hubs K varying between 5 and 10 and a number of
Pl-containers P varying between 5 and 40. Table 7.5 also provides the CPU time
in the second computed for PI-M and C-M. Table 7.6 provides for all instances
under consideration the breakdown of costs for PI-M, namely: transportation (T),
inventory at the customers (I-C), inventory at the suppliers (I-S), inventory at
the Pl-hubs (I-P), lost sales (LS), procurement (Pr), transshipment (Ts) and pro-
duction (M). Table 7.6 also reports cost saving and service level improvement
computed using CPLEX and our algorithm.
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Table 7.5: Computational results on medium instances obtained using CPLEX and our algorithm

Instances CPLEX Algorithm
Total Cost CPU (s) Total Cost CPU (s) Zoprex (%) R Algo (%) FopLex (%) L Algo (%)
# N S K P PI-M C-M PI-M C-M PI-M C-M PI-M C-M
1 5 5 5 5 8,794.0 15,444.1 242 210 9,401.2 16,358.8 1,039 385 43.06 42.53 30.65 48.81
2 5 5 5 10 18,473.2 32516.0 457 160 19,891.9 33,708.9 754 1,187 43.19 40.99 50.55 47.96
3 5 5 5 20 28,081.4 44,307.8 1,003 272 28,431.5 44,333.5 1,054 763 36.62 35.87 42.78 65.70
4 5 5 5 30 43,426.9 69,220.4 2,851 644 44,204.6 71,772.9 925 340 37.26 38.41 59.08 48.47
5 5 5 40 53,559.7 97,737.4 2,468 1,803 5,6945.5 104,911.8 1,001 521 45.20 45.72 60.12 48.47
6 5 5 10 5 12,829.6 18,986.8 2,013 1,498 14,059.5 19,448.4 1,147 463 32.43 27.71 64.04 55.08
7 5 5 10 10 16,416.4 26,155.5 2,488 2,720 16,628.0 23,480.5 975 856 37.24 29.18 41.06 26.10
8 5 5 10 20 32,512.3 57,259.1 2,914 2,053 33,562.8 58,139.2 723 677 43.22 42.27 37.88 55.51
9 5 5 10 30 44,121.6 81,345.9 2,552 2,657 46,243.7 84,089.1 852 654 45.76 45.01 41.39 29.46
10 5 5 10 40 48,981.0 88,185.0 2,972 2,743 52,951.1 94,819.5 730 311 44.46 44.16 29.08 31.92
11 5 10 10 5 11,515.1 21,075.8 1,202 2,337 11,788.4 21,700.9 806 864 45.36 45.68 26.16 46.63
12 5 10 10 10 16,803.7 28,774.8 3,137 1,193 17,529.4 29,133.9 523 656 41.60 39.83 44.09 47.04
13 5 10 10 20 35,071.6 68,427.3 3,643 7,097 37,677.1 68,814.2 458 707 48.75 45.25 40.99 41.13
14 5 10 10 30 51,159.8 73,729.4 2,730 3,077 52,223.9 73,883.8 394 700 30.61 29.32 43.15 55.60
15 5 10 10 40 69,059.1 121,055.5 4,385 4,807 71,731.7 122,833.3 1,079 961 42.95 41.60 57.58 46.20
16 10 10 10 5 16,850.3 31,762.5 3,034 2,669 17,638.8 33,360.6 932 708 46.95 47.13 31.58 43.44
17 10 10 10 10 25,439.2 38,256.2 2,883 7,178 26,750.3 36,326.6 832 1,186 33.50 26.36 62.88 40.59
18 10 10 10 20 41,450.1 59,971.3 6,833 6,571 43,839.4 59,774.1 823 1,192 30.88 26.66 37.16 54.65
19 10 10 10 30 64,592.8 88,010.2 1,508 4,617 67,924.9 96,397.0 520 398 26.61 29.54 53.53 50.94
20 10 10 10 40 82709.0 148545.9 4332 6436 86,553.8 15,0465.9 369 1029 44.32 42.48 44.77 64.28
21 20 10 10 5 40,022.6 70,378.6 2,387 2911 41,027.8 76,191.1 1,155 886 43.13 46.15 24.94 26.59
22 20 10 10 10 54618.6 85311.7 5678 2862 55,682.8 88,531.8 672 1,149 35.98 37.10 51.27 42.88
23 20 10 10 20 85,995.3 130,593.8 6,064 6,773 88,207.2 134,041.5 1166 791 34.15 34.19 54.70 54.14
24 20 10 10 30 122,095.2 198,578.3 1,507 6,364 124,500.9 214,544.8 775 1,171 38.52 41.97 65.37 57.95
25 20 10 10 40 166,125.3 274,701.7 5,030 4,261 167,262.4 220,674.3 580 375 39.53 24.20 38.71 40.06
26 30 10 10 5 74,311.9 109,580.7 3,882 7,043 75,628.4 110,201.9 420 1,179 32.19 31.37 64.46 29.45
27 30 10 10 10 112,564.5 206,602.5 4,320 5,494 117,416.2 211,236.5 914 681 45.52 44.41 59.72 66.15
28 30 10 10 20 398,623.3 767,668.9 7200 7200 183,338.0 267,244.5 663 669 48.07 31.40 40.52 41.57
29 30 10 10 30 380,238.8 584,237.2 7200 7200 271,971.8 404,941.5 1038 455 34.92 32.84 42.80 60.90
30 30 10 10 40 840,315.9 1,209,253.2 7200 7200 355,656.7 612,341.3 400 1121 30.51 41.92 50.56 55.56
31 40 10 10 5 334,506.8 699,251.3 7200 7200 161,498.2 222,234.5 821 1166 52.16 27.33 39.10 46.10
32 40 10 10 10 235,585.1 383,937.2 7200 7200 247,969.2 370,952.0 655 384 38.64 33.15 66.31 52.58
33 40 10 10 20 946,823.0 1,943,387.2 7200 7200 397,985.0 612,674.0 1187 1199 51.28 35.04 43.05 36.89
34 40 10 10 30 2,373,723.7 3,196,527.2 7200 7200 595,835.5 960,457.1 769 783 25.74 37.96 44.23 61.61
35 40 10 10 40 1,867,767.6 4,339,149.1 7200 7200 814,733.0 1,116,062.0 718 919 56.96 27.00 57.93 51.61
36 50 10 10 5 849,863.2 1,343,747.1 7200 7200 351,513.9 667,145.3 1034 1178 36.75 47.31 33.48 52.62
37 50 10 10 10 1,118,547.8 1,494,275.0 7200 7200 523,683.8 740,729.7 856 502 25.14 29.30 24.54 31.14
38 50 10 10 20 2,241,369.7 3,658,178.7 7200 7200 863,703.1 1,607,835.2 404 1006 38.73 46.28 27.23 29.93
39 50 10 10 30 3,445,654.3 4,546,979.9 7200 7200 1,288,021.0 2,269,171.0 710 1071 24.22 43.24 44 .31 31.82
40 50 10 10 40 3,621,136.9 5,964,566.2 7200 7200 1,750,128.7 3,072,910.9 833 1086 39.29 43.05 26.11 30.57




From Tables 7.5, we can see that for all instances under consideration, and
the proposed Pl model helps reduce the total logistics cost compared to the classic
inventory models with better service levels. The average total cost is reduced by
40%, and the average service level is increased by 44%. This improvement, as
it can be noticed from Table 7.5, is only made possible thanks to the reduction
of transportation, lost sales, inventory and procurement costs. Indeed, the classic
inventory model results in significant inventory and transportation costs at all levels:
suppliers, customers, warehouses and distribution centres. With the Pl model,
both forward and reverse flows are consolidated at the Pl-hubs and thanks to
the direct shipment transportation costs are reduced (as the truck fill rates are
improved). Allowing transshipment between Pl-hubs also reduces further inventory
costs and better meets the customers’ demand which systematically reduces lost
sales. Finally, sharing empty Pl-containers also reduces the cost of procurement of
new containers.

Since CPLEX uses an exact method, Branch-and-Cut, it can fail to find exact
solutions in a reasonable amount of time. Table 7.5 also reports the best results
obtained by CPLEX and the proposed algorithm. From the table, we can see that
the algorithm outperforms CPLEX significantly in solution quality and CPU times
(given in seconds). The algorithm provides a better solution in all the test sets and
can provide feasible solutions with an average gap of 4% for optimal solutions and
can provide solutions from 28-62% better than those obtained by CPLEX for other
feasible solutions, and this within only less than 16% the time spent by CPLEX.

To get more insight into the representiveness of the model and benefits of
Pl, extra experiments are conducted. We consider a set of customers N varying
between 50 and 200, a number of suppliers varying between 20 and 40, a number of
Pl-hubs varying between 10 and 20 and finally, a number of Pl-containers varying
between 5 and 40. Table 7.7 summarizes obtained results and Table 7.8 reports
the breakdown of costs.
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Table 7.6: Breakdown of costs for medium size instances

Instances
7 N S e 5 T I-C I-S I-P LS Pr Ts M
1 5 5 5 5 4,172.4 976.9 1,720.0 117.8 932.5 299.0 50.9 1,131.7
2 5 5 5 10 5,777:9 3,040.7 7,784.8 361.9 805.9 329.0 190.6 1,601.2
3 5 5 5 20 6,026.0 4,929.8 11,856.3 901.7 1,150.6 88.0 1.3 3,368.0
4 5 5 5 30 4167.7 8,522.6 23,935.6 1,364.2 968.6 246.0 240.5 4,759.4
5 5 5 5 40 4,120.6 13,223.5 29,547.6 1,938.9 779.5 317.0 330.1 6,688.3
6 5 5 10 5 3,453.3 2,081.9 6,826.1 239.0 197.3 251.0 251.0 760.0
7 5 5 10 10 3,605.4 2,260.2 7,346.6 3731 1131.5 85.0 150.9 1,675.4
8 5 5 10 20 4,708.0 5,807.5 18,284.6 936.5 448.4 265.0 350.3 2,762.6
9 5 5 10 30 5,960.1 9,391.9 23,183.3 1,519.7 721.3 90.0 430.4 4,946.9
10 5 5 10 40 5,497.0 12,386.0 24,951.7 2,036.7 1,144.4 247.0 580.7 6,107.7
17 5 10 10 5 3,630.4 1,038.5 1,966.5 744 16.9 273.0 180.4 4,608.6
12 5 10 10 10 3,893.9 3,100.4 2,640.2 361.2 549.7 227.0 160.5 6,596.5
13 5 10 10 20 4,309.0 4,666.5 8,162.2 1,020.6 1,000.4 252.0 790.3 17,476.2
14 5 10 10 30 5,430.5 9,711.6 9,988.9 1,468.4 832.3 61.0 480.7 24,250.7
15 5 10 10 40 6,595.7 1,771.6 18,552.1 1,421.9 22.5 186.0 620.1 32,562.0
16 10 10 10 5 6,246.9 3,070.2 1,373.7 50.2 1748.4 260.0 500.8 4,388.7
17 10 10 10 10 6,975.7 5,253.5 3,483.6 432.7 2,064.9 32.0 728.0 7,779:9
18 10 10 10 20 7,160.3 9,741.5 6,300.9 1,137.1 3,014.4 308.0 932.0 15,245.3
19 10 10 10 30 8,641.6 157,23.6 17,360.0 1,478.4 2,945.7 271.0 1,049.2 20,455.6
20 10 10 10 40 8,680.4 19,543.7 17,892.2 2,252.9 3,735.8 84.0 1,450.9 32,913.8
21 20 10 10 5 13,365.1 6,859.8 3,112.0 110.1 6,954.5 55.0 1119.9 9,451.3
22 20 10 10 10 16,400.8 8,463.3 7,909.0 965.0 3,871.6 85.0 1,561.0 16,427.2
23 20 10 10 20 21,168.1 9334.6 14,475.2 2,404.4 6,542.0 273.0 1,966.3 3,2043.7
24 20 10 10 30 24,394.5 10,286.8 37,032.9 3,192.1 2,017.6 452.0 2,211.8 44,913.2
25 20 10 10 40 28,769.9 12,990.5 38,282.6 4,970.6 3,91.8 36.0 3,063.3 75237.7
26 30 10 10 5 28,200.5 14,617.7 6,591.0 231.3 2,771.0 424.0 2,443.9 20,349.1
27 30 10 10 10 33,988.6 18,911.3 17,856.2 2,185.4 5,223.2 177.0 3,530.0 35,544.5
28 30 10 10 20 41,770.7 21,843.7 31,690.0 5,130.0 6,798.9 79.0 4,330.3 71,695.5
29 30 10 10 30 47,040.5 24,407.9 82,504.0 7,322.2 7,168.3 519.0 4,680.6 98,329.4
30 30 10 10 40 57,369.6 28,499.4 83,497.8 10,621.8 1,134.8 199.0 6,503.0 167,831.3
31 40 10 10 5 62,198.1 31,387.8 14,074.4 516.4 3,119.5 628.0 5,215.4 44,358.6
32 40 10 10 10 78,272.0 36,528.8 37,802.0 4,773-2 6,348.0 363.0 8,008.9 75,783.4
33 40 10 10 20 95,420.6 45,117.4 72,308.6 11,703.8 1271 596.0 9,757.7 162,953.8
34 40 10 10 30 121,582.1 55,683.9 182,472.5 16,682.2 1,604.8 4.0 10,389.0 207,417
35 40 10 10 40 136,596.3 68,832.5 189,473.3 22,841.8 2,763.9 142.0 14,586.5 379,496.7
36 50 10 10 5 134,060.6 66,415.2 30,776.8 1,127.0 6,411.3 302.0 11,793.0 100,627.9
37 50 10 10 10 161,096.7 83,769.5 80,067.7 10,788.4 4,721.4 74.0 17,299.8 165,866.3
38 50 10 10 20 198,039.3 98,506.3 158,937.9 26,899.8 340.9 474.0 22,402.5 358,102.4
39 50 10 10 30 221,544.6  123,583.0  419,044.4  35,797.9 355.0  327.0 23,8604  463,508.7

50 10 10 40 246,920.3 149,586.1 412,940.0 50,136.3 5,105.3 550.0 31,633.9 853,256.7
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Table 7.7: Computational results for large size instances

Instances

Total cost

CPU (s)

# N S C P PI-M C-M PI-M C-M Z ) S (%)
1 50 20 10 5 671,367.52 1,601,846.16 2268 M8  60.32 54.52
2 50 20 10 10 1,039,769.34 3,177,535.10 1942 2048 67.28 62.59
3 50 20 10 20 1,792,640.23 7,439,456.95 1887 282  75.90 43.83
4 50 20 10 30 2,654,005.98 6,568,664.79 1536 1829  59.60 66.60
5 50 20 10 40 3,814,545.05 13,804,838.53 2322 2402 72.37 40.73
6 50 30 20 5 1,348,191.40 3,960,986.33 2143 1829  65.96 44.07
7 50 30 20 10 2,255,208.92 7,685,752.01 359 979  70.66 61.43
8 50 30 20 20 3,781,244.84 13,483,919.10 796 391 71.96 63.77
9 50 30 20 30 5.482,473.43 22,077,920.50 376 1936 7517 5713
10 50 30 20 40 8,301,365.96 19,400,292.25 1573 2301 57.21 51.27
17 50 40 20 5 2,923,717.12 8,379,373.27 1692 1032 65.11 60.81
12 50 40 20 10 4,953,843.82 10,962,856.37 1379 1457 54.81 42.47
13 50 40 20 20 8,255,497.02 24,295,927.73 1001 659  66.02 51.37
14 50 40 20 30 11,741,816.15 34,098,234.11 906 2462  65.56 53.68
15 50 40 20 40 18,081,740.82 47,048,689.61 2427 481 61.57 58.78
16 100 20 10 5 2,112,277.91 7,069,794.17 1982 1603 70.12 66.60
177 100 20 10 10 3,390,063.16 9,688,800.52 923 1624 65.01 44.37
18 100 20 10 20 5,538,778.94 12,268,395.35 1837 563 54.85 41.83
19 100 20 10 30 8,187,659.16 20,198,955.16 2496 2365 59.46 65.51
20 100 20 10 40 12,399,944.14 50,442,972.75 1628 2353  75.42 46.43
21 100 30 20 5 4,290,204.08 10,193,524.90 1903 2041 57.91 51.91
22 100 30 20 10 7,108,076.17 25,198,130.03 2342 1878 71.79 46.52
23 100 30 20 20 12,001,551.48 40,349,216.09 2389 631 70.26 47.83
24 100 30 20 30 17,588,891.03 59,696,696.17 1472 2208  70.54 63.82
25 100 30 20 40 27,100,967.78 63,931,182.98 1152 1149 57.61 58.71
26 100 40 20 5 9,135,031.33 34,183,287.23 889 750 73.28 63.37
27 100 40 20 10 14,472,340.30 35,326,982.68 1119 1605  59.03 56.43
28 100 40 20 20 26,341,895.76 59,216,581.67 819 1926 55.52 40.18
29 100 40 20 30 36,305,695.30 132,552,093.55 339 1811 72.61 36.95
30 100 40 20 40 55,951,896.60 134,564,311.33 1063 1945 58.42 64.78
31 150 20 10 5 6,574,526.47 18,093,096.83 1165 342 63.66 49.68
32 150 20 10 10 10,838,937.18 25,352,274.06 920 518 57.25 36.59
33 150 20 10 20 18,118,395.14 55,496,644.30 843 1048 67.35 65.79
34 150 20 10 30 25,918,218.40 84,908,083.47 2020 565 69.47 65.78
35 150 20 10 40 38,854,783.38 120,138,990.21 1809 2420 67.66 66.62
36 150 30 20 5 13,706,278.12 56,195,740.29 647 492 75.61 63.01
37 150 30 20 10 22,658,744.09 55,355,311.80 1807 678 59.07 52.80
38 150 30 20 20 40,250,927.86 152,873,024.03 1352 1849  73.67 58.59
39 150 30 20 30 56,319,419.69 180,447,420.67 1601 1442  68.79 38.11
40 150 30 20 40 84,401,006.65 261,136,714.57 673 325 67.68 64.37
41 150 40 20 5 29,168,808.92 64,579,742.94 2320 1083 54.83 64.52
42 150 40 20 10 48,742,090.03 170,451,088.82 1502 547 71.40 58.57
43 150 40 20 20 84,768,507.46 253,457,837.29 1827 1123 66.56 48.01
44 150 40 20 30  124,380,496.09 497,521,984.35 1925 2399  75.00 37.96
45 150 40 20 40 177,380,660.26 513,517,011.46 1832 719  65.46 52.15
46 200 20 10 5 21,401,105.86 64,631,339.71 1566 2204 66.89 60.89
47 200 20 10 10 34,378,834.61 13,793,942.55 15177 1593 69.79  56.31
48 200 20 10 20 57,739.495.77 152,547,747.82 1076 2277 62.15 45.95
49 200 20 10 30 82,079,254.80 318,221,270.85 2279 1020 74.21 66.92
50 200 20 10 40 120,615,566.37 452,067,142.75 1624 706  73.32 38.66
51 200 30 20 5 48,142,327.29 177,452,618.41 2303 727 72.87 52.53
52 200 30 20 10 73,276,442.80 198,945,542.21 691 1110 63.17 59.90
53 200 30 20 20 128,557,365.45 474,762,350.59 1147 1417 72.92 42.06
54 200 30 20 30 180,123,884.87 470,843,835.04 1052 1458 61.74 66.03
55 200 30 20 40 263,504,139.29 749,405,772.14 992 2339 64.84 42.91
56 200 40 20 5 106,838,732.82 409,619,701.63 410 962  73.92 42.68
57 200 40 20 10 160,136,038.60 457,508,662.27 689 1966  65.00 66.23
58 200 40 20 20 276,194,604.15 856,203,272.86 773 1267 67.74 38.31
59 200 40 20 30 388,525,032.88 1,568,864,082.77 1835 609  75.24 60.69
60 200 40 20 40 557,973,728.33  1,500,949,329.20 657 320 62.83 44.56
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Table 7.8: Breakdown of costs for large size instances

Instances
7 N S T 3 T I-C I-S I-P LS Pr Ts M
1 50 20 10 5 286.87 69.91 65.02 2.41 134.96 6.08 12.82 228.12
2 50 20 10 10 358.82 95.26 17712 23.02 106.80 6.67 19.66 359.12
3 50 20 10 20 433.23 103.51 360.14 58.52 7.38 8.04 24.01 805.18
4 50 20 10 30 487.72 136.41 894.73 75.74 7.63 9.72 26.86 1,022.82
5 50 20 10 40 560.54 157.40 1,032.00 107.44 111.00 8.20 35.11 1,913.75
6 50 30 20 5 606.36 95.37 142.35 3.05 141.1 7.79 27.51 465.62
7 50 30 20 10 831.41 121.70 424.71 29.10 132.45 8.44 42.87 796.84
8 50 30 20 20 920.99 121.33 733.79 65.31 9.38 10.62 54.58 1,874.62
9 50 30 20 30 1,026.92 179.32 1,899.38 82.33 8.74 11.18 58.92 2,224.42
10 50 30 20 40 1,295.05 164.10 2,199.45 12118 140.76 9.96 83.92 4,427.56
1 50 40 20 5 1,326.16 103.85 303.43 3.30 174.43 10.81 64.79 1,111.19
12 50 40 20 10 1,947.59 153.19 954.01 35.59 158.42 8.99 102.12 1,752.18
13 50 40 20 20 2,035.88 138.63 1,669.19 77.34 1.15 10.93 128.70 4,194.81
14 50 40 20 30 2,226.41 229.16 4,232.33 98.69 8.98 12.09 140.69 4,802.43
15 50 40 20 40 3,039.93 214.70 4,980.94 127.47 186.98 13.24 182.70 9,522.58
16 100 20 10 5 870.87 217.50 199.06 7-41 430.38 19.38 39.16 758.46
17 100 20 10 10 1,200.18 302.29 555.74 73.56 357.03 21.35 63.75 1,172.83
18 100 20 10 20 1,348.66 317.69 1,128.78 197.43 22.66 25.67 78.25 2,442.27
19 100 20 10 30 1,517.16 447.23 2,608.17 228.19 23.17 32.82 87.19 3,176.87
20 100 20 10 40 1,6096.87 494.41 3,451.94 342.73 366.15 26.88 115.47 6,271.27
21 100 30 20 5 1,782.44 237.68 420.86 9.26 521.60 23.72 93.92 1,721.81
22 100 30 20 10 2,563.76 341.26 1,300.87 100.37 377.52 23.45 150.13 2,627.86
23 100 30 20 20 3,180.62 430.86 2,365.02 275.29 30.66 34.95 176.95 5,537.83
24 100 30 20 30 3,497.50 556.63 5,564.86 285.62 28.62 43.21 182.95 7.458.09
25 100 30 20 40 3,840.65 606.76 7,930.18 439.47 417.62 34.67 238.75 14,010.08
26 100 40 20 5 3,861.50 260.12 948.33 12.85 574.66 25.76 224.30 3,801.59
27 100 40 20 10 5.482.94 35149 2,630.08 138.59 415.94 25.44 347.42 5.495.97
28 100 40 20 20 7,004.64 535.39 5,286.76 375.84 34.35 35.18 369.55 12,734.51
29 100 40 20 30 7,386.26 666.76 11,671.91 333.43 35.13 56.49 416.88 15,773.94
30 100 40 20 40 8,045.96 662.22 17,148.70 489.06 419.50 43.93 539.45 20,022.16
31 150 20 10 5 2,677.17 712.83 654.75 24.84 1,459.70 61.83 123.21 2,318.44
32 150 20 10 10 3,831.39 979.58 1,791.55 236.75 1,087.78 64.24 202.24 3,732.11
33 150 20 10 20 4,418.19 1,016.89 3,817.43 651.54 69.07 83.87 242.36 7,888.05
34 150 20 10 30 4,605.34 1,464.43 8,757.82 731.75 77.72 103.90 279.64 9,975.25
35 150 20 10 40 5,333.15 1,520.56 11,019.46 1,111.28 1,205.97 82.19 369.09 19,417.86
36 150 30 20 5 5,752.72 776.14 1,318.47 32.67 1,730.82 76.06 246.56 5,501.92
37 150 30 20 10 9,046.71 1,042.89 3,793.83 307.84 1,403.12 64.74 419.84 7,981.49
38 150 30 20 20 10,389.94 1,281.98 8,279.24 797.65 81.32 99.60 506.62 18,895.82
39 150 30 20 30 11,040.90 1,483.07 19,128.84 994.66 92.32 115.20 636.91 22,919.74
40 150 30 20 40 11,049.74 2,054.72 22,982.19 1,384.93 1,270.55 99.26 798.09 46,030.82
41 150 40 20 5 12,775.65 780.21 2,672.78 35.31 1,910.33 98.14 524.63 12,280.19
42 150 40 20 10 19,716.59 1,229.92 9,081.03 379.88 1,572.66 65.34 886.15 17,381.61
43 150 40 20 20 23,387.66 1,300.07 17,520.77 1,032.19 93.73 114.05 1,120.41 40,293.26
44 150 40 20 30 25,277.03 1,673.22 44,871.85 1,104.40 125.19 122.03 1,528.38 49,803.46
45 150 40 20 40 23,572.75 2,284.11 47,275.96 1,598.34 1,623.44 114.49 1,721.29 100,812.09
46 200 20 10 5 8,821.35 2,359.63 2,071.37 81.89 4,643.80 199.60 413.12 7.449.50
47 200 20 10 10 11,953.93 2,999.22 5,970.74 733.68 3,438.93 208.66 652.17 11,856.99
48 200 20 10 20 14,506.50 3,317.06 11,808.68 2,180.60 233.74 264.19 77915 24,883.09
49 200 20 10 30 14,553.35 4,770.53 28,693.34 2,264.48 255.25 333.56 871.62 30,592.11
50 200 20 10 40 17,442.91 5,116.87 34,442.97 3,719.67 3,686.65 264.68 1,245.75 58,379.02
51 200 30 20 5 20,243.31 4,997.80 4,714.01 171.04 10,641.13 420.24 847.52 16,737.77
52 200 30 20 10 24,056.10 6,113.61 12,966.36 1,556.28 7,080.28 490.03 1,327.89 26,759.08
53 200 30 20 20 30,461.18 7,233.01 26,348.71 4,407.91 536.26 631.98 1,706.70 57,767.33
54 200 30 20 30 31,044.03 10,769.53 64,193.32 5,344.52 562.20 784.66 2,090.02 65,897.24
55 200 30 20 40 36,839.59 12,086.04 81,845.46 7,567.19 8,608.44 559.82 2,665.83 121,931.60
56 200 40 20 5 44,276.17 11,256.14 11,173.81 386.62 24,415.75 938.76 1,915.88 36,866.94
57 200 40 20 10 48,206.50 14,273.33 28,625.05 3,253.81 14,500.20 1,012.80 2,742.56 62,007.48
58 200 40 20 20 70,531.04 14,669.49 57,247.32 9,757.52 1,260.86 1,323.55 3,708.78 118,955.64
59 200 40 20 30 62,960.09 21,731.72 142,269.10 12,715.74 1,177.23 1,628.17 4,294.50 142,924.53
60 200 40 20 40 84,184.73 24,371.25 166,886.99 16,302.91 20,116.20 1,129.61 5,521.12 259,557.01

*All costs except LS are given on a x1000 scale

on the logistics efficiency compared to the classical model.
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From Tables 7.7 and 7.8, we can observe the positive impact of the Pl model

This implies that
exploiting the high level of integration, flexibility and openness of Pl can help firms
achieve significant cost savings. That is, along with the increased flexibility of
the supply chain network, cost benefits follow. Indeed, in the traditional model,
frequent transportation is necessary to meet as much as possible demands and
send empty containers back to the suppliers, increasing transportation costs. For
holding, lost sales and procurement costs, the traditional supply chain network
is a multi-echelon hierarchical structure, independent and fragmented, and thus,




the transportation is inefficient. That is, it is impossible to rapidly and efficiently
satisfy demand. Therefore, the holding and lost sale costs are relatively high
compared to the Pl model. This also implies that each supplier needs to buy
more containers to guarantee the continuity of production and supplies at its level.
Referring to the parameters and , we can also notice that under a significant
network scale, Pl can more adequately exploit the inter-connection and synergy
among the entities in the supply chain network to consolidate the fragmented and
overlapping transportation flow and thus reduce its relative cost. That is, a larger
network scale better highlights the advantages of distribution flexibility. Hence,
the contributions of transportation cost savings to the total cost savings increase
with the network scale. We can also observe that transshipment between Pl-hubs
increases with the number of suppliers and customers since such policy is used as
a sourcing means, reducing transportation, lost sales and inventory costs.

7.6.3.2 . Sensitivity analysis on unit costs

Sensitivity analysis is conducted on the unit cost of inventory at the suppliers,
transportation and production due to their significant contributions to the total
costs. Table 7.9 reports the two scenarios under study. Figure 7.4 depicts the
variation of the total cost of Pl and classical model for various unit cost of trans-
portation, Figure 7.5 for the unit cost of production and Figure 7.6 depicts their
variation for various unit cost of inventory holding.

Table 7.9: Unit costs value

Scenario Unit cost under study Value

Scenario 1 Unit cost of transporta-  U(0.5,a); a = /(X; — X;)2 + (Y; — Y;)2
tion

Scenario 1 Unit cost of inventory U(0,1,1)

Scenario 2 Unit cost of production U(0.01,0.2)

From Figure 7.4, we can notice that when the transportation cost is smaller,
a lower cost is incurred as each level can quickly achieve certain flexibility in its
operations by increasing the number of delivery and pickup, even in a classical sup-
ply chain network. Thus, the advantages of Pl weaken. However, as the unit cost
of transportation increases, the advantage of flexibility is gradually highlighted.
Therefore, Pl becomes more preferable with a higher unit cost of transportation.
Moreover, from Figures 7.5 and 7.6, we can notice that as the units cost of produc-
tion and inventory increase, the predominance of Pl may weaken (as the difference
between total costs is not notable, compared to the other settings). The reason
may be that the advantages of Pl mainly depend on its flexibility compared to
classical configurations. In addition, this flexibility mainly includes flexible produc-
tion, inventory, and distribution in practice. Thus, the advantage of the produc-
tion flexibility of Pl weakens with a higher inventory and production cost. Allowing
transshipment between suppliers may qualify, as the literature has proved to reduce
inventory costs at their level. Indeed, when transshipment is permitted, it offers
several advantages: suppliers receiving the quantity latterly transshipped can sat-
isfy even more demand and consequently reduce lost sales. Customers from which
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the transshipment is carried out can lower their inventory holding costs (preventing
thus idle stock).

7.7 . Conclusions & perspectives

This paper investigates the integration of forward and reverse networks in the
interconnected logistics services in Pl. A three-level Pl-supply chain is examined
in which a set of suppliers deliver their products using a set of Pl-containers to
customers. Direct and reverse flows of the Pl-containers are consolidated at the
level of a set of Pl-hubs. This paper focuses more on the inventory routing model
of reusable Pl-containers exploiting the Pl concept, which is new to the literature.
Secondly, the paper considers inventory sharing between the Pl-hubs, including
empty and loaded Pl-containers. Thirdly, deliveries from suppliers to the Pl-hubs
and from Pl-hubs to the customers are considered to be performed within time
windows. And finally, a resolution approach based on the hybridisation of math-
ematical modelling, artificial immune system algorithm and deep Reinforcement
Learning is proposed to handle the combinatorial complexity of the problem at
hand.

Computational experiments highlight that exploiting the high level of integra-
tion, flexibility and openness of Pl can help firms achieve significant cost savings.
That is, along with the increased flexibility of the supply chain network, cost ben-
efits follow. They stress that Pl can be more efficient under a larger network scale
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and better highlights the advantages of distribution flexibility. Results also show
the benefit of promoting transshipment in the overall supply chain. On the other
hand, sensitivity analysis of unit cost highlights the limit of the Pl model depending
on the unit cost of transportation, inventory and production cost. As for the reso-
lution approach, results show that it significantly outperforms CPLEX in solution
quality and CPU times.

Further extensions of the present work may include investigation of new ap-
proaches to manage disruptions such as truck delays, customers changing or can-
celling orders at the last minute, routing in Pl-hubs, Pl-hubs suddenly becoming
unserviceable, etc. Also, the decisions related to fleet composition and fuel con-
sumption alongside filling rate are to be considered in future work. Furthermore,
it could be interesting to investigate multi-modal freight for delivery and pickup
in the Pl context. Finally, using the proposed resolution approach to solve other
variants of the problem strengthens the present analysis and generalises findings
that can be applied to more real and complex supply chains.
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8 - General conclusions

The research topic of this thesis was motivated by real-world applications and
identified gaps in the literature. Through several scientific articles, we tackled
the critical issue of inventory sharing in distribution networks to assure product
availability, timeliness, and consistency of delivery.

When dealing with distribution networks with different customers supplied from
one or multiple warehouses, managers are asked to secure supplies and sidestep
shortages as much as possible. The analysis of real-life applications indicates a
special requirement for suppliers and customers regarding inventory management,
material transportation, and product delivery. Managers must continuously per-
form a tricky balancing act, swinging between the urge to lower inventory levels
to reduce costs and the requirement to avoid shortages to maintain high service
levels.

The scope of our research is yet defined around partnerships, cooperation, and
collaboration. We mainly focused on the inventory routing problem since inventory
and transportation are the most critical issues of the logistics system and are the
two main drivers that provide value to customers.

In all the presented papers, we proposed a new approach for supply chain play-
ers ready to collaborate to lower costs while maintaining a high level of customer
service and avoiding stock-outs as much as possible. We designed a new inven-
tory and routing management policy promoting multi-sourcing options to mitigate
shortages. This policy combines regular shipment from manufacturer to customers
and inventory sharing through LT among customers. The use of product substitu-
tions is also investigated.

Each of the five articles comprehensively summarises the findings and limita-
tions. Other broad concerns, as well as some of the research limitations and future
study ideas, are discussed here.

From a mathematical perspective, we built our mathematical formulations on
classical IRP models, which we adjusted and expanded to account for new limita-
tions. The peculiarities of lateral transshipment, pickups and deliveries operations
coupled with routing optimisation, as well as product substitutions, were brought
to the fore by these new formulations. The formulations also capture different
customer demand and supply chain settings, namely centralised and decentralised
decision-making and reverse logistics.

To assess the benefits of promoting inventory sharing and products substitution
within constrained and complicated configurations of real-world supply chains, the
results obtained in the first and second articles (Chapters 2 and 3) were meant to
serve as a basis for the elaboration of the rest of articles. Also, suitable resolu-
tion methods are designed using, as much as possible, the knowledge built upon
mathematical formulation and hybridisation of sophisticated metaheuristics.

The results have shown that inventory sharing and substitutions may present
a vital input for an effective performance appraisal within ever-volatile, complex,
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uncertain and ambiguous environments. We examined the distribution of fashion
items, perishable products, and spare parts for finished goods under centralised
and decentralised settings and the management of returnable transport items in
the automotive and food industries in closed-loop supply chains.

For each configuration, we quantified the impact of promoting this multi-
sourcing on the overall performance of the supply chain. We demonstrated that
these two options could help reduce costs and increase service levels through ex-
tensive experiments using either a literature benchmark or a randomly generated
dataset. Also, we highlighted that the recourse to them is not only to mitigate
shortages for finished products and reduce procurement costs for RTls, but it might
be a good practice to reduce inventory and transportation costs in deterministic
or stochastic contexts. Regarding the combinatorial complexity, it is undeniable
that capturing critical elements of supply chains increases the complexity of the
developed models.

Several resolution approaches were used, evaluated, and enhanced through-
out the process. To capture subtly and holistically all decisions related to the
multi-sourcing, inventory management and vehicle routing, the first step was the
hybridisation of the mathematical model, strengthened by a set of well-known valid
inequalities and two sophisticated metaheuristics namely GA and SA. The proposed
matheuristic was tested on a set of benchmark instances and proved to be very
competitive compared to well-known and exact algorithms in terms of run time.
This also allows us to assess the limitation of GA regarding its scalability. Un-
der stochastic context, we used sample average approximation approach. We also
highlighted its advantages and limitations regarding the generation of low-quality
solutions with a high computational burden. This initiated us to brainstorm solu-
tions to how we could simultaneously build on the developments already made and
bypass the so-called limitations. From this stems the idea of using RL technique.
Indeed, since random searching leads to slow evolution and weak convergence effi-
ciency, environmental feedback signals and the updated action policy of the deep
Q-learning method are used to construct an algorithm with strong self-adaptability
and goal-driven performance.

The promising results from stochastic and dynamic IRP encourage us to use
this approach to solve the models we developed for more complex settings. We also
compared it with pure metaheuristics and enhanced AIS. This comparison allowed
us to assess the limits of our approach. Results showed that AIS improved with RL
performs GA owing to its mechanisms, the speed and the accuracy of its immune
response. Again, enhanced AIS is retained and used to solve a model developed
for the Pl setting.

Developing an inventory sharing modelling framework endowed with solving
capabilities allowed us to capture different sharing strategies and investigate their
potential benefits for the players. On the other hand, the more effectively we try
to model real supply chain configurations, the more complex the models become.
Results also highlight that no standard approach is 100% reliable and efficient for
any problem and distribution network. Furthermore, ensuring better performance
requires continuous improvement and upgrading of the developed algorithms.
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Corroborating with this, our results indicated that, despite the attractiveness
of inventory sharing and substitution, trade-offs on unit costs are significant to
safeguard cost reduction. Hence, other multi-sourcing options can be considered,
such as 3D printing. It would also be interesting to conducting more in-depth
studies of organisational conditions and collaboration mechanisms in decentralized
supply chains under which sharing would be beneficial to all involved players.

In addition, apart from detailed limitations displayed within each of the articles,
all the developments (models and resolution approaches) could be of great insight
regarding the relevance and ease of implementation if tested on a real dataset.
Moreover, considering inventory back-ordering instead of lost sales would be in-
teresting given its importance in some supply chain contexts (e.g. spare parts,
RTls, etc.). Furthermore, it would be interesting to conduct extra experiments
to support the findings, such as sensitivity analysis on some strategic costs and
analysing of the impact of demand uncertainty/

In this line of thinking, it would also be convenient to explicitly adjust the
models designed and developed in line with the expectations of sustainable devel-
opment goals of the United Nations, particularly the goal of 9 that aims to build
resilient, inclusive, and sustainable industrialisation; and the goal 12 that focuses
on fostering sustainable consumption and production patterns. Integrating some
environmental indicators such as CO2 emissions and energy consumption would
also be interesting.

The use of hybrid modes for shared transportation could be an interesting way
to extend the present work to highlight the use of zero-emission vehicles for last-
mile deliveries in Physical Internet settings, for instance. Moreover, sustainability
should be considered an intrinsic feature in the design of future models.

An interesting perspective for future work would be to investigate sharing other
resources such as vehicles, machines and production or warehousing facilities and
examine various collaboration mechanisms and negotiation protocols.

Finally, RL has been widely applied to various optimisation problems in many
domains. However, it may be interesting to investigate the deep reinforcement
learning limitation regarding its inability to question or rationalise the information
provided.
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A - Computational results for the classical
IRP (Chapter 2)

Tables A.1, A2, A3, A4, A5 and A.6 provide computational results for IRP
on large instances. For each algorithm B-C and I-B-C, the tables report the best
solutions found so far (noted Z1 and Z2 respectively) and the corresponding CPU
in second. For the matheuristic, tables provide the worst solution (WS), the best
solution (BS), the average of the best solutions found (BF'S), and the average
of the scaled CPU (S _CPU) with regards to hardware performances (for a fair
comparison the actual CPU was limited so as its corresponding S-CPU would be
comparable to the limit time of I-B-C: 7200s). Tables also provide the contribution
of the constructive phase (CPC in %) in improving the quality of the final solution.
Finally, for each S CPU, tables report the computational time needed in the
constructive phase (CP) and improvement phase (IP).
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Table A.1: Computational results for large scale benchmark instances using B-C, I-B-C and matheuristic (k=1, high cost)

B-C

I-B-C

Matheursitic

Instances o S CPU

71 CPU 72 CPU ws BS BSF CPC (%) CP 1P Total
1P50N1K6T 30,189 3,056 30,189 744 30,552 30,190 30,392 48 1314 1458 2772
1P50N1K6T 29,790 3,334 29,790 730 30,088 29,790 29,900 44 1221 1206 2427
1P50N1K6T 29,791 4,020 29,791 1,399 30,089 29,791 29,801 45 1902 2191 4093
1P50N1K6T 31,518 5,737 31,518 1,910 31,897 31,519 31,819 50 1894 2330 4224
1P50N1K6T 29,240 684 29,240 3,586 29,563 29,241 29,269 36 1110 1281 2391
1P50N1K6T 31,903 28,320 31,903 3,477 32,223 31,904 31,934 30 1048 1082 2130
1P50N1K6T 29,735 13,561 29,734 1,412 30,062 29,735 29,892 44 1990 1945 3935
1P50N1K6T 25,954 21,552 25,954 1,312 26,241 25,955 26,228 43 779 1020 1799
1P50N1K6T 30,193 20,581 30,193 1,401 30,495 30,193 30,494 44 1051 1368 2419
1P50N1K6T 31,338 1,879 31,338 2,295 31,652 31,339 31,456 41 599 652 1250
1P100N1K6T 57,459 86,400 57,334 7,200 58,359 57,716 57,970 31 1641 2145 3786
1P100N1K6T 53,510 86,400 53,311 7,200 53,969 53,329 53,703 36 1030 1194 2224
1P100N1K6T 58,505 86,400 58,421 7,200 59,195 58,493 59,109 44 2028 2138 4166
1P100N1K6T 51,554 86,400 51,552 7,200 52,121 51,554 51,755 34 651 749 1400
1P100N1K6T 57,977 86,400 57,943 4,705 58,537 57,957 58,156 32 610 681 1291
1P100N1K6T 55,088 86,400 55,091 7,200 55,695 55,089 55,473 50 1630 1662 3292
1P100N1K6T 56,077 86,400 56,054 7,200 56,620 56,059 56,422 35 863 842 1705
1P100N1K6T 56,057 86,400 55,052 7,200 56,193 55,637 55,722 50 1016 1085 2101
1P100N1K6T 59,426 86,400 58,483 7,200 60,074 59,362 59,694 47 1695 1800 3495
1P100N1K6T 56,588 86,400 56,354 7,200 57,053 56,488 56,489 48 1788 2087 3875
1P200N1K6T 136,337 86,400 111,200 7,200 117,571 116,177 117,063 42 974 1267 2241
1P200N1K6T 141,543 86,400 112,350 7,200 118,102 116,817 117,974 50 1875 2260 4135
1P200N1K6T 123,147 86,400 108,335 7,200 113,693 112,456 112,785 35 1758 2322 4080
1P200N1K6T 129,615 86,400 109,413 7,200 117,458 116,295 117,426 32 1003 1127 2130
1P200N1K6T 126,552 86,400 109,376 7,200 113,762 109,106 113,328 39 1371 1752 3123
1P200N1K6T 136,513 86,400 109,403 7,200 111,321 110,219 110,843 52 1923 1860 3783
1P200N1K6T 111,186 86,400 97,939 7,200 105,586 104,334 105,574 33 841 1065 1906
1P200N1K6T 115,946 86,400 101,754 7,200 106,017 104,967 105,701 35 634 700 1334
1P200N1K6T 136,819 54,474 104,847 7,200 106,143 104,988 105,623 42 857 923 1780
1P200N1K6T 142,796 86,400 109,056 7,200 114,987 113,736 114,858 40 727 740 1467

Average 72078.2 59959.9 64430.7 5325.7 66510.6 65795.4 66228.4 41.1 1260.8 1431.0 2691.8

* All values are rounded up for the sake of a better presentation
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Table A.2: Computational results for large scale benchmark instances using B-C, I-B-C and matheuristic (k=1, low cost)

B-C

I-B-C

Matheursitic

Instances o S CPU

71 CPU 72 CPU ws BS BSF CPC (%) CP IP Total
1P50N1K6T 9,976 86,400 9,966 1,485 10,085 9,975 9,987 50 986 974 1960
1P50N1K6T 10,632 2,636 10,632 758 10,749 10,632 10,678 51 631 827 1458
1P50N1K6T 10,511 1,355 10,511 4,575 10,627 10,511 10,569 40 656 659 1315
1P50N1K6T 10,513 60,289 10,513 2,181 10,630 10,514 10,520 31 1101 1449 2550
1P50N1K6T 10,113 2,416 10,113 5,349 10,214 10,113 10,171 46 1150 1450 2600
1P50N1K6T 10,148 86,400 10,148 3,831 10,757 10,629 10,690 45 1294 1404 2698
1P50N1K6T 9,982 14,698 9,982 1,331 10,103 9,983 10,009 36 1385 1620 3005
1P50N1K6T 10,299 86,400 10,299 4,795 10,413 10,300 10,327 43 1023 1341 2364
1P50N1K6T 10,010 6,326 10,010 1,731 10,130 10,010 10,086 51 973 1279 2252
1P50N1K6T 9,659 3,523 9,659 3,912 9,766 9,660 9,731 38 1194 1239 2433
1P100N1K6T 15,649 86,400 15,639 7,200 15,828 15,640 15,745 31 1092 1279 2371
1P100N1K6T 14,697 86,400 14,551 7,200 14,756 14,581 14,678 52 1066 1406 2472
1P100N1K6T 16,155 86,400 15,539 7,200 16,089 15,898 16,021 40 1076 1273 2349
1P100N1K6T 14,644 86,400 14,643 7,200 14,804 14,643 14,669 48 1232 1252 2484
1P100N1K6T 15,235 86,400 15,222 7,200 15,410 15,227 15,325 50 1511 1669 3180
1P100N1K6T 15,769 86,400 15,226 7,200 15,427 15,259 15,344 51 1193 1218 2411
1P100N1K6T 15,538 86,400 15,321 7,200 15,665 15,495 15,620 48 815 1022 1837
1P100N1K6T 15,279 86,400 15,041 7,200 15,383 15,201 15,207 35 1422 1607 3029
1P100N1K6T 17,190 86,400 15,563 7,200 15,999 15,825 15,832 46 1536 1598 3134
1P100N1K6T 16,145 86,400 15,464 7,200 16,233 16,056 16,223 39 1494 1485 2979
1P200N1K6T 32,683 86,400 24,373 7,200 27,225 26,955 27,168 42 1241 1407 2648
1P200N1K6T 34,033 86,400 24,708 7,200 25,503 25,226 25,427 51 1292 1538 2830
1P200N1K6T 33,317 86,400 23,914 7,200 24,888 24,593 24,593 43 1143 1343 2486
1P200N1K6T 34,004 86,400 24,396 7,200 25,025 24,777 24,826 38 965 1118 2083
1P200N1K6T 35,487 86,400 25,216 7,200 26,250 25,990 26,024 36 841 952 1793
1P200N1K6T 33,360 86,400 23,917 7,200 24,991 24,695 24,751 52 820 836 1656
1P200N1K6T 32,774 86,400 23,977 7,200 24,281 24,017 24,035 48 586 714 1300
1P200N1K6T 33,489 79,789 23,165 7,200 24,685 24,392 24,615 37 1179 1227 2406
1P200N1K6T 35,173 86,400 24,729 7,200 25,034 24,737 24,924 50 806 812 1618
1P200N1K6T 34,872 86,400 23,597 7,200 25,088 24,840 24,897 34 871 871 1742

Average 19,911.2 69057.7 16,534.5 5798.3 17,067.9 16,879.1 16,956.4 43.3 1085.8 1229.0 2314.8

* All values are rounded up for the sake of a better presentation
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Table A.3: Computational results for large scale benchmark instances using B-C, I-B-C and matheuristic (k=2, high cost)

B-C

I-B-C

Matheursitic

Instances o S CPU
71 CPU 72 CPU ws BS BSF CPC (%) CP IP Total
1P50N2K6T 31,783 86,400 31,557 7200 31,979 31,600 31,819 36 1715 1755 3470
1P50N2K6T 31,121 86,400 30,957 7200 31,429 31,118 31,359 41 1435 1459 2894
1P50N2K6T 30,439 86,400 30,377 7200 30,755 30,420 30,513 40 1008 1225 2233
1P50N2K6T 32,722 86,400 32,288 7200 32,977 32,586 32,627 48 1957 2341 4298
1P50N2K6T 30,115 86,400 30,100 7200 30,441 30,110 30,278 37 1523 1932 3455
1P50N2K6T 33,495 86,400 33,182 7200 33,602 33,269 33,485 38 1219 1544 2763
1P50N2K6T 31,840 86,400 31,315 7200 31,888 31,541 31,773 33 1701 1723 3424
1P50N2K6T 28,5652 86,400 27,709 7200 28,381 28,072 28,252 41 1106 1305 2411
1P50NK6T 31,415 86,400 31,287 7200 31,723 31,409 31,605 51 1159 1407 2566
1P50N2K6T 32,788 86,400 32,691 7200 33,027 32,700 33,000 49 1575 1680 3255
1P100N2K6T 91,823 86,400 58,447 7200 61,879 61,266 61,934 41 1972 2245 4217
1P100N2K6T 59,861 86,400 54,791 7200 56,658 56,097 56,181 43 1597 1741 3338
1P100N2K6T 114,040 86,400 59,528 7200 62,469 61,789 62,456 46 1117 1179 2296
1P100N2K6T 55,344 86,400 52,743 7200 54,607 54,066 54,407 37 1601 1628 3229
1P100N2K6T 67,259 86,400 60,179 7200 65,081 64,437 64,833 45 1185 1154 2339
1P100N2K6T 93,171 86,400 57,456 7200 61,983 61,369 61,490 36 2071 2002 4073
1P100N2K6T 111,776 86,400 57,124 7200 62,944 62,198 62,590 52 1850 2415 4265
1P100N2K6T 142,585 86,400 57,247 7200 61,402 60,734 61,274 30 1309 1731 3040
1P100N2K6T 70,293 86,400 60,189 7200 65,692 65,042 65,214 37 1038 1337 2375
1P100N2K6T 89,315 86,400 58,088 7200 63,037 62,290 62,368 52 1979 2277 4256
1P200N2K6T - - 114,641 7200 116,401 115,021 115,109 40 1074 1206 2280
1P200N2K6T - - 116,632 7200 119,203 118,023 118,736 52 1276 1593 2869
1P200N2K6T - - 112,425 7200 114,703 113,567 114,139 30 1480 1770 3250
1P200N2K6T - - 112,426 7200 127,441 125,930 127,035 37 1251 1427 2678
1P200N2K6T - - 113,247 7200 118,170 116,768 116,875 36 1555 1678 3233
1P200N2K6T - - 113,719 7200 123,944 122,717 123,466 31 1444 1588 3032
1P200N2K6T - - 103,707 7200 112,197 111,086 111,532 40 1468 1560 3028
1P200N2K6T - - 108,320 7200 111,158 110,057 110,266 42 1925 1974 3899
1P200N2K6T - - 109,730 7200 118,334 117,162 118,250 35 1247 1505 2752
1P200N2K6T - - 114,489 7200 119,217 117,920 118,889 39 1585 1633 3218
Average 60,486.7 86400.0 66,886.3 7200.0 70,424.0 69,678.8 70,058.5 40.4 1481 1667 3148

* All values are rounded up for the sake of a better presentation
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Table A.4: Computational results for large scale benchmark instances using B-C, I-B-C and matheuristic (k=2, low cost)

I-B-C

Matheursitic

Instances o S CPU

71 CPU 72 CPU ws BS BSF CPC (%) CP IP Total

1P50N2K6T 12209 86400 11317 7200 11,615 11,500 11,542 42 1114 1246 2360
1P50N2K6T 11820 86400 11705 7200 11,850 11,709 11,844 45 1467 1683 3150
1P50N2K6T 11238 86400 11041 7200 11,301 11,189 11,221 37 1064 1209 2273
1P50N2K6T 11740 86400 11152 7200 11,286 11,174 11,217 37 1264 1310 2574
1P50N2K6T 10856 86400 10873 7200 10,986 10,866 10,868 40 1167 1199 2366
1P50N2K6T 11662 86400 11381 7200 11,620 11,494 11,500 45 957 1248 2205
1P50N2K6T 12012 86400 11530 7200 11,765 11,637 11,731 42 1195 1319 2514
1P50N2K6T 13379 86400 12130 7200 13,362 13,217 13,353 45 1498 1728 3226
1P50NK6T 11302 86400 11079 7200 11,294 11,171 11,231 45 1145 1416 2561
1P50N2K6T 11475 86400 10891 7200 11,482 11,368 11,381 41 1263 1379 2642
1P100N2K6T 50284 86400 17082 7200 18,481 18,280 18,434 46 1671 1624 3295
1P100N2K6T 72767 86400 16000 7200 17,370 17,164 17,220 37 1078 1185 2263
1P100N2K6T 20837 86400 17145 7200 17,494 17,287 17,409 50 1235 1347 2582
1P100N2K6T 42634 86400 15423 7200 16,406 16,244 16,298 46 1368 1460 2828
1P100N2K6T 72016 86400 16449 7200 17,677 17,502 17,506 48 1097 1316 2413
1P100N2K6T 52945 86400 17220 7200 18,727 18,505 18,520 43 1637 1604 3241
1P100N2K6T 47628 86400 16780 7200 17,121 16,935 16,942 32 1222 1480 2702
1P100N2K6T 47360 86400 17773 7200 18,991 18,784 18,939 46 1323 1340 2663
1P100N2K6T 48667 86400 16979 7200 17,519 17,346 17,406 35 1610 1617 3227
1P100N2K6T 48398 86400 16259 7200 17,576 17,385 17,547 50 1427 1755 3182
1P200N2K6T - - 28662 7200 30,794 30,459 30,786 34 1012 1323 2335
1P200N2K6T - - 27535 7200 29,984 29,658 29,914 48 1400 1382 2782
1P200N2K6T - - 27828 7200 29,402 29,082 29,150 43 1394 1603 2997
1P200N2K6T - - 28333 7200 30,628 30,295 30,527 46 1652 1608 3260
1P200N2K6T - - 29083 7200 30,530 30,168 30,195 37 1154 1207 2361
1P200N2K6T - - 28551 7200 31,345 30,973 31,006 34 1275 1408 2683
1P200N2K6T - - 28293 7200 29,652 29,301 29,361 46 1118 1221 2339
1P200N2K6T - - 29290 7200 31,366 30,994 31,248 33 1289 1609 2898
1P200N2K6T - - 29077 7200 30,668 30,364 30,446 32 1337 1495 2832
1P200N2K6T - - 27265 7200 28,913 28,626 28,807 48 1460 1731 3191

Average 31,061.3 86400.0 18,804.2 7200.0 19,906.8 19,689.2 19,785.0 41.8 1296.4 1435.1 2731.5

* All values are rounded up for the sake of a better presentation
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Table A.5: Computational results for large scale benchmark instances using B-C, I-B-C and matheuristic (k=3, high cost)

B-C

I-B-C

Matheursitic

Instances o S CPU
71 CPU 72 CPU WS BS BSF CPC (%) CP 1P Total
1P50N3K6T 36,497 86,400 33,449 7200 34,225 33,819 34,189 49 1926 1917 3843
1P50N3K6T 37,328 86,400 33,504 7200 34,477 34,068 34,001 31 2048 2250 4208
1P50N3K6T 33,124 86,400 32,148 7200 32,748 32,424 32,480 49 1978 2581 4559
1P50N3K6T 41,325 86,400 34,533 7200 35,751 35,397 35,568 40 2168 2579 4747
1P50N3K6T 34,070 86,400 32,067 7200 32,737 32,381 32,454 30 2183 2107 4290
1P50N3K6T 38,640 86,400 35,892 7200 36,491 36,058 36,175 34 1839 1857 3696
1P50N3K6T 35,795 86,400 33,496 7200 34,768 34,356 34,594 39 1663 1895 3558
1P50N3K6T 33,535 86,400 30,535 7200 32,161 31,843 32,110 46 2064 2273 4337
1P50N3K6T 36,437 86,400 33,529 7200 33,919 33,5683 33,849 33 1849 2306 4155
1P50N3K6T 36,330 86,400 35,027 7200 35,550 35,163 35,491 41 1487 1904 3301
1P100N3K6T 110,146 86,400 62,597 7200 66,021 65,367 65,441 42 1561 1963 3524
1P100N3K6T 107,683 86,400 60,160 7200 65,560 64,847 65,221 42 1666 1682 3348
1P100N3K6T 165,084 86,400 64,933 7200 68,012 67,272 67,837 50 1705 2220 3925
1P100N3K6T 168,527 86,400 54,369 7200 58,847 58,207 58,833 39 1852 2321 4173
1P100N3K6T 167,986 86,400 63,306 7200 70,618 69,919 70,139 46 2239 2316 4555
1P100N3K6T 109,981 86,400 60,243 7200 63,547 62,793 62,978 38 1818 2348 4166
1P100N3K6T 107,437 86,400 61,319 7200 66,154 65,499 65,583 45 2300 2253 4553
1P100N3K6T 106,218 86,400 61,236 7200 66,736 65,945 66,294 44 1858 2153 4011
1P100N3K6T 184,721 86,400 64,627 7200 68,230 67,421 67,926 44 1820 1825 3645
1P100N3K6T 108,231 86,400 60,377 7200 63,560 62,931 63,070 48 1745 1710 3455
1P200N3K6T - - 120,512 7200 124,770 123,412 123,770 42 2027 1991 4018
1P200N3K6T - - 122,979 7200 129,930 128,644 129,030 51 1647 1978 3625
1P200N3K6T - - 118,259 7200 125,101 123,618 124,148 46 2157 2371 4528
1P200N3K6T - - 117,705 7200 120,322 119,131 119,897 50 1728 1800 3528
1P200N3K6T - - 118,737 7200 123,205 121,864 121,916 41 1738 1882 3620
1P200N3K6T - - 118,640 7200 123,679 122,333 123,539 43 1858 2240 4008
1P200N3K6T - - 107,266 7200 115,668 114,297 115,369 44 1593 2106 3699
1P200N3K6T - - 112,216 7200 116,104 114,840 116,026 31 1654 2166 3820
1P200N3K6T - - 113,994 7200 118,338 117,167 117,777 44 1963 2377 4340
1P200N3K6T - - 117,407 7200 128,272 126,876 127,240 32 1849 2081 3930
Average 84,054.7  86400.0 | 70,505.0 7200.0 | 74,183.4 73,3825 _ 73,767.8 41.8 1866.2  2115.0  3981.2

* All values are rounded up for the sake of a better presentation
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Table A.6: Computational results for large scale benchmark instances using B-C, I-B-C and matheuristic (k=3, low cost)

I-B-C

Matheursitic

Instances o S CPU

71 CPU 72 CPU ws BS BSF CPC (%) CP IP Total
1P50N3K6T 15,533 86,400 13,337 7200 14,396 14,225 14,254 49 1509 1643 3152
1P50N3K6T 17,992 86,400 14,112 7200 14,758 14,597 14,599 43 1681 2050 3731
1P50N3K6T 15,425 86,400 12,400 7200 13,411 13,278 13,311 40 1500 1939 3439
1P50N3K6T 17,315 86,400 13,606 7200 14,186 14,032 14,170 46 1618 1869 3487
1P50N3Ke6T 15,651 86,400 12,938 7200 14,084 13,917 13,947 47 1622 1865 3487
1P50N3K6T 16,468 86,400 13,720 7200 13,971 13,833 13,898 51 1827 1760 3587
1P50N3K6T 17,899 86,400 13,940 7200 14,633 14,459 14,506 51 1541 1500 3041
1P50N3K6T 19,411 86,400 14,866 7200 15,273 15,107 15,116 46 1579 1551 3130
1P50N3K6T 17,759 86,400 13,467 7200 14,717 14,571 14,680 50 1525 1832 3357
1P50N3K6T 16,003 86,400 12,664 7200 12,985 12,844 12,971 43 1387 1757 3144
1P100N3K6T 70,571 86,400 20,381 7200 22,418 22,152 22,367 30 1610 1745 3355
1P100N3K6T 68,421 86,400 17,711 7200 19,807 19,572 19,663 39 1622 2119 3741
1P100N3K6T 64,860 86,400 20,559 7200 21,487 21,253 21,393 47 1607 1704 3311
1P100N3K6T 66,067 86,400 18,005 7200 19,850 19,653 19,739 41 1797 1768 3565
1P100N3K6T 66,508 86,400 20,571 7200 22,825 22,599 22,690 40 1635 2028 3663
1P100N3K6T 69,777 86,400 21,411 7200 22,258 22,038 22,097 42 1433 1894 3327
1P100N3K6T 66,054 86,400 20,269 7200 22,282 22,040 22,127 37 1780 1855 3635
1P100N3K6T 66,338 86,400 21,003 7200 23,030 22,757 22,824 45 1494 1731 3225
1P100N3K6T 71,530 86,400 21,434 7200 22,417 22,195 22,383 46 1447 1676 3123
1P100N3K6T 67,377 86,400 20,169 7200 22,222 22,002 22,170 35 1561 1784 3345
1P200N3K6T - - 32,591 7200 33,472 33,140 33,230 37 1456 1813 3269
1P200N3K6T - - 33,811 7200 34,792 34,414 34,658 46 1526 1600 3126
1P200N3K6T - - 32,713 7200 32,421 32,037 32,242 47 1855 1920 3775
1P200N3K6T - - 32,429 7200 34,271 33,898 34,009 33 1563 2002 3565
1P200N3K6T - - 33,703 7200 33,766 33,432 33,719 50 1616 1821 3437
1P200N3K6T - - 32,847 7200 34,020 33,683 33,794 48 1531 1707 3238
1P200N3K6T - - 33,191 7200 34,356 33,983 34,211 39 1590 1578 3168
1P200N3K6T - - 32,764 7200 33,549 33,184 33,489 36 1755 1705 3460
1P200N3K6T - - 33,670 7200 33,825 33,424 33,600 34 1500 1873 3373
1P200N3K6T - - 32,769 7200 33,937 33,5634 33,662 35 1637 2133 3770

Average 42,347.9 86400.0 22,235.0 7200.0 23,314.0 23,061.8 23,184.0 42.5 1593.5 1807.4 3400.9

* All values are rounded up for the sake of a better presentation






B - Computational results for different mod-
els and demand distributions under con-
sideration (Chapter 3)

Tables B.1, B.3, B.5, B.7 and B.9 report costs computed for the first and
second stage (FSC, SSC), standard deviation regarding the upper and lower bound
(UB, LB), and CPU time in second. Tables B.2, B.4, B.6, B.8 and B.10 provide for
all instances under consideration the breakdown of costs namely: Transportation
(T), Inventory (1), Lost sales (LS), substitution (S) and transshipment (Ts). All
experiments are performed for four different models: SIRP, SIRP with Transship-
ment (SIRPT), SIRP with Substitution (SIRPS) and finally SIRPTS. They also
report cost saving (SV) computed with regard to total cost.
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Table B.1: Computational results for a number of product varying between 20 and 40 - number of customers equal to

10
Instances Model PD SPD NBD

FSC SSC LB (%) UB (%) CPU (s) FSC SSC LB (%) UB (%) CPU (s) FSC SSC LB (%) UB (%) CPU (s)

SIRP 2798.9 3847.7 0.63 0.37 1128 3666.0 4370.0 0.27 0.60 1167 3695.6 7296.6 0.63 0.47 1118

n10m20k3T3 SIRPT 2062.1 3410.5 0.76 0.50 903 3022.8 3588.7 0.32 0.78 802 3053.9 6253.9 0.83 0.77 1099
SIRPS 2227.2 3548.8 0.54 0.66 1125 2524.1 4104.4 0.83 0.84 992 3047.7 5781.1 0.78 0.78 844

SIRPTS 1758.3 2750.2 0.44 0.33 857 2003.1 2831.9 0.70 0.71 1025 2527.9 4311.6 0.90 0.88 1043

SIRP 4870.5 9247.0 0.39 0.79 1148 5888.8 9106.9 0.22 0.70 814 6612.1 11648.2 0.82 0.66 1191

n10m20k3T5 SIRPT 4672.4 8111.3 0.66 0.43 1107 6177.2 6837.8 0.67 0.34 962 6054.8 9824.5 0.44 0.69 907
SIRPS 4964.4 7269.2 0.34 0.54 868 5533.4 7868.9 0.28 0.52 1137 6145.8 8749.4 0.85 0.86 1056

SIRPTS | 4176.7 5929.0 0.49 0.43 864 5480.6 6978.1 0.36 0.38 1151 4895.5 7869.9 0.80 0.63 813

SIRP 8088.0 13555.1 0.75 0.49 1048 | 10820.1 14337.1 0.75 0.29 1078 | 10218.2 20347.8 0.34 0.53 838

n10m20k3T7 SIRPT 6385.2 12074.5 0.40 0.61 878 7589.9 12273.7 0.77 0.59 1140 8347.3 16319.7 0.42 0.46 1077
SIRPS 6810.9 10353.7 0.53 0.78 1115 8856.4 10447.0 0.71 0.88 1014 7459.2  13505.3 0.86 0.51 1143

SIRPTS | 7067.9 7483.0 0.55 0.53 1063 8226.6 9571.5 0.69 0.61 865 | 10104.9 7933.0 0.96 0.63 959

SIRP 3084.7 5039.4 0.74 0.68 1019 3652.6 5924.3 0.44 0.43 837 4148.2 6388.2 0.58 0.84 1055

n10m30k3T3 SIRPT 2427.5 4395.2 0.70 0.66 910 2807.6 4683.3 0.22 0.28 906 3686.1 5437.9 0.41 0.36 959
SIRPS 2436.1 4574.2 0.34 0.41 986 3886.3 3442.3 0.48 0.47 982 3658.3 5247.0 0.54 0.40 1105

SIRPTS | 2517.8 2584.6 0.49 0.53 934 3840.3 1905.5 0.55 0.41 1024 3447.7 3542.7 0.56 0.60 989

SIRP 6083.3 8859.7 0.71 0.36 939 8542.0 12100.8 0.58 0.87 990 8419.3 16112.4 0.77 0.47 978

n10m30k3T5 SIRPT 5450.8 8961.7 0.41 0.71 1088 7313.1 10153.2 0.48 0.68 1167 6252.1 12762.7 0.90 0.52 1122
SIRPS 4988.7 8626.8 0.49 0.62 934 5867.1 8881.7 0.72 0.79 1199 72955 11908.3 0.64 0.36 1111

SIRPTS | 6067.4 5052.7 0.49 0.53 805 6743.4 9266.6 0.70 0.67 881 6615.5 9690.9 0.73 0.84 900

SIRP 8798.7 12306.3 0.47 0.41 900 | 10931.3 15491.9 0.33 0.58 1140 | 11103.5 19367.1 0.95 0.55 1129

n10m30Kk3T7 SIRPT 7932.9 10834.3 0.35 0.37 829 9578.6  12985.8 0.58 0.33 876 9564.3 18109.8 0.38 0.55 953
SIRPS 7455.6  11160.1 0.65 0.69 808 8764.8 12597.2 0.75 0.34 1014 9748.9 17789.0 0.86 0.80 1160

SIRPTS | 7834.8 8698.5 0.34 0.53 991 | 10454.3 8178.8 0.22 0.51 954 9244.8 15013.5 0.53 0.45 949

SIRP 3473.6 6124.7 0.69 0.44 864 5565.5 7374.5 0.26 0.55 1032 3971.1 11407.6 0.97 0.77 812

n10m40k3T3 SIRPT 3364.6 5164.2 0.42 0.60 1191 4504.4 6276.8 0.41 0.30 1151 5199.9 8136.6 0.38 0.94 1194
SIRPS 2880.7 5394.8 0.73 0.37 850 4368.9 6194.1 0.51 0.50 1038 3925.1 6697.6 0.53 0.41 971

SIRPTS | 3765.6 3010.0 0.60 0.44 1191 4803.6 5964.5 0.80 0.23 841 5337.6 44135 0.91 0.53 1063

SIRP 8881.1 12360.5 0.74 0.37 830 8084.9 13411.8 0.21 0.21 1154 8370.2 16800.2 0.48 0.36 1172

n10m40k3T5 SIRPT 7635.5 10458.2 0.63 0.45 909 7827.3 129127 0.39 0.68 892 8831.9 14358.9 0.67 0.94 1161
SIRPS 6751.0 11775.4 0.44 0.74 893 8893.0 11758.6 0.66 0.69 894 | 10033.7 13440.4 0.79 0.74 895

SIRPTS | 6209.1 11597.3 0.49 0.47 1114 8662.1 9869.4 0.47 0.36 1115 8085.0 13356.6 0.82 0.88 1096
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n10m40k3T7

SIRP
SIRPT
SIRPS
SIRPTS

8772.5
8401.5
7626.9
8290.9

15911.0
13118.7
13291.7
10418.8

0.66
0.47
0.62
0.46

0.46
0.38
0.56
0.60

980
832
856
1093

11418.3
10141.3

8672.7
11441.5

15469.0
14782.3
15714.3
10550.0

0.28
0.30
0.85
0.22

0.72
0.77
0.31
0.68

911
892
830
1111

12939.7
10757.3
9820.5
9247.3

21166.0
16359.6
17386.1
16225.4

0.33
0.80
0.72
0.71

0.44
0.70
0.88
0.96

877
843
836
1037
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Table B.2: Breakdown of cost for a number of product varying between 20 and 40 - number of customers equal to 10

Instances Model PD SPD NBD
T | LS S Ts SV (%) T | LS S Ts SV (%) T | LS S Ts SV (%)
SIRP 2799 3016 832 0 0 3666 3016 1354 0 0 3696 6006 1291 0 0
n10m20k3T3 SIRPT 2062 1543 533 0 1334 18 3023 1543 744 0 1301 18 3054 2517 1050 0 2687 15
SIRPS 2227 1836 614 1099 0 13 2524 1836 749 1519 0 18 3048 2899 1030 1852 0 20
SIRPTS | 1758 423 315 1003 1010 32 2003 423 253 1068 1087 40 2528 465 171 1796 1879 38
SIRP 4871 5818 3429 0 0 5889 5818 3288 0 0 6612 7950 3698 0 0
n10m20k3T5 SIRPT 4672 3017 2580 0 2514 9 6177 3017 1513 0 2308 13 6055 4966 1291 0 3568 13
SIRPS 4964 3625 1210 2434 0 13 5533 3625 1362 2882 0 11 6146 4214 1713 2823 0 18
SIRPTS | 4177 1151 1007 1967 1804 28 5481 1151 456 2515 2857 17 4896 1016 493 3369 2992 30
SIRP 8088 9040 4516 0 0 10820 9040 5298 0 0 10218 13865 6483 0 0
n10m20k3T7 SIRPT 6385 6426 1873 0 3776 15 7590 6426 1835 0 4014 21 8347 6318 2861 0 7140 19
SIRPS 6811 5861 1031 3462 0 21 8856 5861 1328 3258 0 23 7459 5761 2584 5160 0 31
SIRPTS | 7068 1812 584 2601 2486 33 8227 1812 969 3541 3250 29 | 10105 1547 504 2540 3252 41
SIRP 3085 4434 605 0 0 3653 4434 1490 0 0 4148 4914 1474 0 0
n10m30k3T3 SIRPT 2428 2345 478 0 1572 16 2808 2345 595 0 1743 22 3686 2734 518 0 2186 13
SIRPS 2436 1822 1009 1742 0 14 3886 1822 446 1174 0 23 3658 2310 778 2159 0 15
SIRPTS 2518 400 390 970 825 37 3840 400 154 610 741 40 3448 613 148 1424 1357 34
SIRP 6083 8053 807 0 0 8542 8053 4048 0 0 8419 12186 3927 0 0
n10m30k3T5 SIRPT 5451 5015 580 0 3367 4 7313 5015 1775 0 3364 15 6252 5245 2660 0 4857 22
SIRPS 4989 3408 2769 2449 0 9 5867 3408 2032 3442 0 29 7296 6050 1139 4719 0 22
SIRPTS | 6067 1230 54 1813 1955 26 6743 1930 1028 2937 3370 22 6616 1872 626 3307 3886 34
SIRP 8799 12109 198 0 0 10931 12109 3383 0 0 11104 13166 6201 0 0
n10m30Kk3T7 SIRPT 7933 6650 682 0 3503 11 9579 6650 1607 0 4729 15 9564 7773 2396 0 7941 9
SIRPS 7456 5643 1699 3818 0 12 8765 5643 3095 3859 0 19 9749 7978 2993 6819 0 10
SIRPTS | 7835 1972 402 3201 3124 22 | 10454 1972 679 2694 2834 29 9245 2858 1537 5063 5556 20
SIRP 3474 4672 1452 0 0 5565 4672 2702 0 0 3971 7715 3693 0 0
n10m40k3T3 SIRPT 3365 2565 679 0 1920 11 4504 2565 1378 0 2334 17 5200 4443 887 0 2806 13
SIRPS 2881 2506 1296 1593 0 14 4369 2506 1497 2191 0 18 3925 3195 637 2865 0 31
SIRPTS | 3766 765 45 1069 1131 29 4804 1065 614 1831 2455 17 5338 1116 218 1452 1628 37
SIRP 8881 9927 2433 0 0 8085 9927 3484 0 0 8370 13368 3432 0 0
n10m40Kk3T5 SIRPT 7636 5959 941 0 3559 15 7827 5959 2086 0 4868 4 8832 7925 1447 0 4987 8
SIRPS 6751 5054 3273 3449 0 13 8893 5054 3024 3680 0 4 | 10034 5577 2529 5335 0 7
SIRPTS | 6209 1740 2284 3551 4022 16 8662 1740 1032 2978 4119 14 8085 1890 684 5267 5516 15
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n10m40k3T7

SIRP
SIRPT
SIRPS
SIRPTS

8773
8401
7627
8291

12146
7614
8633
1549

3765
265
748

1108

0
0
3910
4086

0
5240
0
3676

13
15
24

11418
10141

8673
11441

12146
7614
8633
1549

3323
1959
2173

784

0
0
4908
4118

0
5209
0
4100

18

12940
10757
9820
9247

17386
7854
7786
3505

3780
1998
2693

717

0
0
6907
6320

0
6508
0
5684

20
20
25
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Table B.3: Computational results for a number of product varying between 1and 5 - number of customers equal to 20

Instances Model PD SPD NBD
FSC SSC LB (%) UB (%) CPU (s) FSC SSC LB (%) UB (%) CPU (s) FSC SSC LB (%) UB (%) CPU (s)
n20m1k3T3 SIRP 2148.3 3144.3 0.06 0.04 100 | 2525.4 3497.6 0.05 0.08 111 2528.8 4313.3 0.03 0.05 137
SIRPT 1996.8 3119.3 0.02 0.03 128 | 2246.2 3576.0 0.07 0.02 168 2753.3 2326.5 0.00 0.04 220
n20m1k3T5 SIRP 4536.8 7234.9 0.05 0.07 144 | 5379.9 8993.3 0.00 0.06 187 6875.9 10831.9 0.07 0.06 236
SIRPT 4472.6 6487.0 0.05 0.01 124 | 5575.6 7696.5 0.09 0.02 164 6850.8 9341.1 0.07 0.02 200
n20m1K3T7 SIRP 6348.9 10001.5 0.01 0.07 316 | 7810.5 10812.6 0.00 0.07 376 9019.3 13682.2 0.09 0.07 500
SIRPT 5295.2 7601.0 0.02 0.04 217 | 6068.0 8466.1 0.06 0.09 267 6322.1 11755.4 0.09 0.07 326
SIRP 2652.3 3765.1 0.02 0.03 128 | 2750.6 4501.1 0.00 0.03 143 3973.9 4996.5 0.07 0.00 189
n20m3k3T3 SIRPT 2400.8 3598.1 0.10 0.08 147 | 2939.4 4295.2 0.08 0.07 172 3501.5 4847.3 0.00 0.09 212
SIRPS 1955.6 2773.8 0.02 0.08 108 2144.3 4110.0 0.05 0.04 132 2304.5 5111.1 0.09 0.01 170
SIRPTS | 2239.7 1577.8 0.03 0.03 102 | 2588.1 2358.0 0.00 0.09 120 3396.0 2300.5 0.01 0.03 148
SIRP 4959.3 7621.3 0.05 0.06 124 | 5500.8 8727.8 0.05 0.07 162 6523.8 9668.4 0.00 0.06 198
n20m3k3T5 SIRPT 4595.6 7185.0 0.01 0.01 104 | 5317.5 8007.7 0.07 0.05 125 5656.9 9659.5 0.05 0.06 154
SIRPS 4230.8 6453.1 0.10 0.05 126 | 5034.0 7113.6 0.03 0.03 155 5755.0 9465.9 0.08 0.05 200
SIRPTS | 4548.8 4546.9 0.03 0.09 135 | 4660.8 6878.4 0.01 0.03 153 5766.7 8644.0 0.00 0.09 197
SIRP 6981.2 10960.7 0.01 0.10 114 | 8305.1 12130.7 0.08 0.06 141 | 10103.6 13091.1 0.05 0.02 174
n20m3K3T7 SIRPT 6263.4 9286.3 0.07 0.06 331 | 7270.0 12487.7 0.07 0.02 420 7333.1 13881.8 0.10 0.08 517
SIRPS 6175.2 9087.3 0.04 0.10 339 | 7560.4 11121.0 0.06 0.02 400 7406.2 14030.1 0.09 0.09 532
SIRPTS | 6359.1 7213.9 0.03 0.08 217 | 7372.6  10100.7 0.02 0.02 276 8893.1 9708.5 0.03 0.08 367
SIRP 3105.4 4446.6 0.00 0.07 126 | 3473.6 5754.9 0.05 0.10 150 4602.8 6499.1 0.06 0.02 190
n20m5k3T3 SIRPT 2503.4 4019.3 0.00 0.09 250 | 3065.1 4475.1 0.04 0.03 325 3256.0 6184.4 0.09 0.08 400
SIRPS 2352.4 3409.0 0.08 0.05 446 | 2482.6 3901.1 0.08 0.03 535 3408.2 4392.6 0.03 0.04 664
SIRPTS | 2669.0 2160.6 0.03 0.05 403 | 2977.6 2712.6 0.04 0.03 467 3605.7 2099.3 0.10 0.09 580
SIRP 5997.8 8808.0 0.09 0.02 345 | 6959.6 10052.3 0.01 0.06 414 8993.2  11455.2 0.01 0.05 505
n20m5K3T5 SIRPT 5398.3 8261.3 0.09 0.05 209 | 6166.3 10334.4 0.08 0.01 261 6956.9 121345 0.07 0.06 332
SIRPS 5684.1 5608.3 0.01 0.03 322 | 5881.3 10183.4 0.08 0.02 406 7367.6  11990.3 0.04 0.08 527
SIRPTS | 5578.5 3821.4 0.02 0.05 326 | 6435.7 8533.8 0.10 0.05 375 6785.8 11658.9 0.10 0.00 484
SIRP 6319.8 9265.4 0.03 0.01 250 | 8162.5 11007.3 0.00 0.02 310 7638.9 15211.5 0.07 0.05 378
n20m5K3T7 SIRPT 6443.6 8236.7 0.01 0.07 341 | 6705.2 11776.6 0.08 0.03 443 7264.6  14008.0 0.04 0.07 545
SIRPS 7512.9 7106.5 0.05 0.09 336 | 8900.1 9108.0 0.08 0.03 407 | 11253.2 9571.9 0.10 0.04 516
SIRPTS | 6681.8 6504.0 0.06 0.03 148 | 7428.1 8579.4 0.05 0.01 181 | 10132.2 9171.0 0.05 0.07 226
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Table B.4: Breakdown of cost for a number of product varying between 1 and 5 - number of customers equal to 20

Instances Model PD SPD NBD
T | LS S Ts SV (%) T | LS S Ts SV (%) T | LS S Ts SV (%)
n20m1k3T3 SIRP 2148 1903 1241 0 0 2525 2263 1234 0 0 2529 2473 1840 0 0
SIRPT 1997 994 991 0 1134 3 | 2246 1665 589 0 1322 3 2753 1465 98 0 763 26
n20m1k3T5 SIRP 4537 4961 2274 0 0 5380 5143 3850 0 0 6876 6399 4432 0 0
SIRPT 4473 2574 1836 0 2077 7 | 5576 3284 2025 0 2388 8 6851 5821 8 0 3512 9
n20m1K3T7 SIRP 6349 5995 4007 0 0 7811 7174 3638 0 0 9019 7189 6494 0 0
SIRPT 5205 2688 2043 0 2870 21 | 6068 3233 2456 0 2778 22 6322 7602 256 0 3897 20
SIRP 2652 1888 1877 0 0 2751 3370 1132 0 0 3974 3831 1165 0 0
n20m3k3T3 SIRPT 2401 1102 1058 0 1439 7 | 2939 1729 1012 0 1554 0 3501 2702 486 0 1659 7
SIRPS 1956 1028 848 898 0 26 | 2144 1539 1165 1406 0 14 2304 3069 450 1592 0 17
SIRPTS | 2240 239 180 560 599 41 | 2588 327 177 889 966 32 3396 528 121 758 893 36
SIRP 4959 3944 3677 0 0 5501 5488 3240 0 0 6524 5001 3768 0 0
n20m3k3T5 SIRPT 4596 2846 1948 0 2391 6 | 5318 3796 1404 0 2808 6 5657 5509 434 0 3716 5
SIRPS 4231 2345 1762 2347 0 15 | 5034 2989 1795 2330 0 15 5755 5717 712 3037 0 6
SIRPTS | 4549 1020 454 1334 1740 28 | 4661 1108 695 2504 2482 19 5767 2715 196 2714 3019 11
SIRP 6981 5487 5474 0 0 8305 8411 3719 0 0 10104 8480 4611 0 0
n20m3K3T7 SIRPT 6263 3527 2151 0 3609 13 | 7270 4086 3302 0 5100 3 7333 8479 312 0 5090 9
SIRPS 6175 3982 2299 2806 0 15 | 7560 4484 2909 3728 0 9 7406 8048 1880 4102 0 8
SIRPTS | 6359 1068 953 2467 2725 24 | 7373 2348 1139 3142 3471 14 8893 2901 92 3454 3261 20
SIRP 3105 2859 1588 0 0 3474 3835 1920 0 0 4603 3383 3116 0 0
n20m5k3T3 SIRPT 2503 1516 1206 0 1298 14 | 3065 1618 1216 0 1641 18 3256 4063 35 0 2087 15
SIRPS 2352 1372 804 1233 0 24 | 2483 1584 886 1432 0 31 3408 2879 8 1505 0 30
SIRPTS | 2669 388 264 649 859 36 | 2978 436 328 1005 944 38 3606 801 76 989 1133 41
SIRP 5998 5985 2823 0 0 6960 5944 4108 0 0 8993 7849 3606 0 0
n20m5K3T5 SIRPT 5398 3066 2320 0 2875 8 | 6166 3769 2906 0 3659 3 6957 7236 726 0 4173 7
SIRPS 5684 1891 1835 1882 0 24 | 5881 4003 2813 3368 0 6 7368 7215 701 4074 0 5
SIRPTS | 5579 791 377 1301 1352 37 | 6436 1357 664 3023 3490 12 6786 2755 798 3992 4114 10
SIRP 6320 5617 3649 0 0 8162 8145 2862 0 0 7639 11092 4119 0 0
n20m5K3T7 SIRPT 6444 3466 1754 0 3017 6 | 6705 4566 3100 0 4111 4 7265 8392 564 0 5051 7
SIRPS 7513 2808 1703 2595 0 6 | 8900 4226 1482 3401 0 6 | 11253 5071 995 3505 0 9
SIRPTS | 6682 1013 987 2264 2240 15 | 7428 1663 1236 2651 3029 16 | 10132 2032 92 2741 3406 16
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Table B.5: Computational results for a number of product varying between 20 and 40 - number of customers equal to

20
Instances Model PD SPD NBD

FSC SSC LB (%) UB (%) CPU (s) FSC SSC LB (%) UB (%) CPU (s) FSC SSC LB (%) UB (%) CPU (s)

SIRP 2058.4 5631.5 0.43 0.40 1043 3941.8 6339.4 0.53 0.41 1026 4141.4 7880.2 0.51 0.81 915

n20m20k3T3 SIRPT 2847.9 4215.2 0.40 0.42 997 4378.4 4839.6 0.27 0.41 1160 4385.2 6461.1 0.56 0.58 989
SIRPS 2903.9 4111.3 0.31 0.45 1040 3603.2 4955.5 0.62 0.43 913 3234.0 6601.8 0.35 0.67 1193

SIRPTS 2474 .4 3327.2 0.68 0.34 893 2764.5 4440.3 0.40 0.23 1154 3706.0 5141.0 0.49 0.66 1142

SIRP 6431.9 11908.3 0.70 0.71 1064 8452.6  13265.3 0.22 0.76 1049 | 12678.7 17566.3 0.98 0.83 1062

n20m20k3T5 SIRPT 6810.6 9601.5 0.75 0.52 1037 9215.2 11263.1 0.65 0.23 1064 | 11569.0 15167.8 0.36 0.45 1050
SIRPS 6429.0 9611.4 0.55 0.45 984 6422.1 13581.1 0.54 0.85 1022 6994.6 19494.3 0.78 0.85 903

SIRPTS 4156.7 7126.4 0.74 0.52 832 4706.3 13948.7 0.46 0.30 952 5961.3 9926.9 0.51 0.90 1162

SIRP 9519.6 17213.3 0.69 0.50 880 | 12545.3 17568.2 0.21 0.50 831 | 13339.4 21507.5 0.89 0.36 1138

n20m20k3T7 SIRPT 8323.2 16419.8 0.41 0.77 1147 9833.0 16418.6 0.66 0.84 991 12108.8 17657.2 0.51 0.84 1117
SIRPS 7561.6 16707.5 0.66 0.31 814 | 10024.3 16485.0 0.89 0.40 886 9176.0 15847.3 0.70 0.31 1127

SIRPTS 9367.0 11725.0 0.49 0.42 822 | 12722.8 7919.8 0.86 0.42 981 | 14022.7 4459.0 0.51 0.44 1054

SIRP 3865.2 6922.4 0.70 0.50 1020 5119.3 10657.4 0.75 0.39 916 5673.0 9271.6 0.45 0.99 1190

n20m30k3T3 SIRPT 3591.7 5168.4 0.72 0.51 1173 5201.9 8232.8 0.68 0.88 912 4817.0 8449.3 0.50 0.69 1066
SIRPS 2893.2 5127.8 0.36 0.32 1045 3626.6 8380.9 0.24 0.64 1074 3533.0 6821.6 0.31 0.43 1166

SIRPTS 3765.5 1862.5 0.41 0.62 1136 5915.4 4997.5 0.38 0.42 854 5255.2 2946.4 0.49 0.87 991

SIRP 8553.3 13802.4 0.56 0.42 955 8965.1 16477.4 0.79 0.74 852 | 10691.1 18017.6 0.56 0.42 1188

n20m30k3T5 SIRPT 7106.7 11930.8 0.48 0.44 814 | 10080.7 13902.5 0.38 0.45 913 9861.3 15739.2 0.64 0.94 1163
SIRPS 7058.2 12448.4 0.75 0.32 857 7966.4  15502.3 0.68 0.70 1197 | 10895.0 14619.9 0.63 0.48 1130

SIRPTS 8094.3 8072.9 0.40 0.64 1068 8906.2 12059.4 0.76 0.73 1019 9515.6  12191.2 0.65 0.50 868

SIRP 11753.1 20219.4 0.75 0.36 1174 | 14677.0 21269.6 0.67 0.89 845 | 12368.5 231425 0.39 0.78 1143

n20m30Kk3T7 SIRPT 10508.4 14153.4 0.39 0.65 916 | 12985.2 18517.0 0.83 0.26 1051 | 11922.3 21399.1 0.79 0.64 1171
SIRPS 9329.5  14052.7 0.39 0.32 993 | 12807.9 16615.3 0.53 0.74 929 | 16166.1 17379.6 0.88 0.50 830

SIRPTS | 10583.6 10877.8 0.34 0.66 856 | 12787.6 16006.5 0.34 0.36 1058 | 14361.1 14776.5 0.79 0.90 808

SIRP 4880.4 6817.6 0.40 0.61 904 5762.6 8320.1 0.88 0.34 1109 7379.8 11326.9 0.91 0.38 1155

n20m40k3T3 SIRPT 3431.4 6646.2 0.55 0.53 1187 4722.1 6588.3 0.56 0.67 868 5462.6  10907.1 0.82 0.39 1194
SIRPS 3647.1 6464.2 0.31 0.60 875 4339.8 7516.6 0.41 0.71 1193 4749.6 11274.8 0.71 0.67 1099

SIRPTS 3808.1 4723.2 0.62 0.36 938 5666.3 3084.1 0.70 0.66 1195 5832.3 8265.7 0.99 0.43 944

SIRP 8509.2  14958.0 0.45 0.38 1200 | 12493.7 18195.8 0.87 0.60 975 | 11228.6 23267.8 0.86 0.86 1051

n20m40k3T5 SIRPT 8576.5 13276.0 0.53 0.39 1197 | 11335.0 14257.7 0.41 0.59 1080 | 12095.7 20161.6 0.98 0.62 849
SIRPS 8638.7 12430.2 0.40 0.37 1020 | 10451.9 13837.9 0.78 0.69 908 | 11663.8 20689.9 0.49 0.33 953

SIRPTS 8629.7 10531.8 0.60 0.41 1137 | 11789.2 9291.2 0.58 0.82 1171 | 11253.4 17526.9 0.94 0.99 1028
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n20m40k3T7

SIRP
SIRPT
SIRPS
SIRPTS

9473.6
10390.7
12174.2
10488.8

18049.9
14999.2
13635.4
11805.5

0.57
0.44
0.78
0.63

0.41
0.60
0.44
0.78

966
916
963
1077

14880.7
13507.1
17114.2
12096.0

19701.5
18614.4
15116.6
15890.4

0.86
0.25
0.25
0.28

0.56
0.28
0.40
0.55

985
816
1186
1186

15051.5
12992.1
13608.4
13406.7

25279.4
20278.4
19856.6
16509.7

0.34
0.67
0.65
0.92

0.60
0.71
0.55
0.96

1142
935
1049
893
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Table B.6: Breakdown of cost for a number of product varying between 20 and 40 - number of customers equal to 20

Instances Model PD SPD NBD
T | LS S Ts SV (%) T | LS S Ts SV (%) T | LS S Ts SV (%)
SIRP 2058 4971 661 0 0 3942 4971 1369 0 0 4141 5175 2705 0 0
n20m20k3T3 SIRPT 2848 1945 959 0 1311 18 4378 1945 1106 0 1789 10 4385 2838 1176 0 2447 10
SIRPS 2904 1990 526 1596 0 18 3603 1990 1133 1833 0 17 3234 3557 724 2321 0 18
SIRPTS 2474 960 139 1128 1100 32 2764 960 534 1375 1571 30 3706 1162 433 1704 1843 26
SIRP 6432 10186 1722 0 0 8453 10186 3079 0 0 12679 12866 4701 0 0
n20m20k3T5 SIRPT 6811 5139 1119 0 3343 11 9215 5139 1987 0 4137 6 | 11569 7243 2251 0 5674 12
SIRPS 6429 6046 868 2697 0 13 6422 6046 2667 4867 0 8 6995 10121 2369 7004 0 12
SIRPTS 4157 1732 272 2640 2482 38 4706 2832 962 5387 4768 14 5961 1723 618 3870 3717 47
SIRP 9520 13723 3491 0 0 12545 13723 3846 0 0 13339 14468 7039 0 0
n20m20k3T7 SIRPT 8323 7845 3479 0 5095 7 9833 7845 2927 0 5646 13 | 12109 8385 2656 0 6616 15
SIRPS 7562 6949 4689 5069 0 9 | 10024 6949 3003 6533 0 12 9176 6953 3242 5653 0 28
SIRPTS 9367 1781 1023 4351 4570 21 | 12723 1781 566 2455 3118 31 | 14023 663 205 1720 1781 47
SIRP 3865 6552 370 0 0 5119 8252 2405 0 0 5673 6498 2774 0 0
n20m30k3T3 SIRPT 3592 3216 176 0 1776 19 5202 3816 1409 0 3007 15 4817 3368 1809 0 3273 11
SIRPS 2893 3051 47 2030 0 26 3627 3451 1669 3260 0 24 3533 3453 901 2468 0 31
SIRPTS 3766 584 45 639 595 48 5915 1284 490 1608 1617 31 5255 345 141 1193 1267 45
SIRP 8553 10901 2901 0 0 8965 10901 5576 0 0 10691 14084 3933 0 0
n20m30Kk3T5 SIRPT 7107 6040 1693 0 4198 15 | 10081 6040 2182 0 5681 6 9861 8142 1921 0 5676 11
SIRPS 7058 7779 182 4488 0 13 7966 7979 2718 4806 0 8 | 10895 7550 2197 4873 0 11
SIRPTS 8094 2560 29 2298 3186 28 8906 2660 1087 4195 4117 18 9516 2537 621 4629 4403 24
SIRP 11753 13379 6841 0 0 14677 13379 7891 0 0 12368 15281 7862 0 0
n20m30Kk3T7 SIRPT 10508 8487 31 0 5636 23 | 12985 8487 2581 0 7449 12 | 11922 9829 3085 0 8485 6
SIRPS 9330 8897 352 4803 0 27 | 12808 8897 2237 5481 0 18 | 16166 8491 2164 6724 0 6
SIRPTS | 10584 3271 44 3620 3943 33 | 12788 3671 853 4896 6587 20 | 14361 1805 320 6181 6471 18
SIRP 4880 6174 643 0 0 5763 6174 2146 0 0 7380 7370 3956 0 0
n20m40k3T3 SIRPT 3431 3112 1184 0 2351 14 4722 3112 1029 0 2448 20 5463 4677 2385 0 3845 12
SIRPS 3647 3186 701 2577 0 14 4340 3186 1427 2903 0 16 4750 5409 1591 4274 0 14
SIRPTS 3808 789 437 1847 1650 27 5666 789 191 1043 1062 38 5832 868 285 3501 3612 25
SIRP 85090 12515 2443 0 0 12494 12515 5681 0 0 11229 19296 3972 0 0
n20m40k3T5 SIRPT 8577 5211 3284 0 4781 7 | 11335 5211 3070 0 5977 17 | 12096 9463 3164 0 7534 6
SIRPS 8639 6429 1989 4012 0 10 | 10452 6429 2590 4818 0 21 | 11664 8078 4167 8446 0 6
SIRPTS 8630 1453 1879 4017 3183 18 | 11789 1453 493 3645 3700 31 | 11253 3938 1145 6376 6068 17
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n20m40k3T7

SIRP
SIRPT
SIRPS
SIRPTS

9474
10391
12174
10489

12376
7464
6872
2875

5673
2427
2448

840

0
0
4316
4087

0
5109
0
4003

19

14881
13507
17114
12096

12376
7464
6872
2875

7325
3847
3443
1524

0
0
4801
5371

0
7304
0
6121

19

15051
12992
13608
13407

19263
9915
8403
2521

6016
2639
4426
1311

0
0
7027
6993

0
7724
0
5684

18
17
26
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Table B.7: Computational results for a number of product varying between 1 and 5 - number of customers equal to 50

Instances Model PD SPD NBD
FSC SSC LB (%) UB (%) CPU (s) FSC SSC LB (%) UB (%) CPU (s) FSC SSC LB (%) UB (%) CPU (s)
n50m1K3T3 SIRP 2714.2 4007.4 0.04 0.03 123 29429 4894.5 0.07 0.08 137 3562.7 5850.0 0.05 0.07 183
SIRPT 2879.7 3341.1 0.08 0.08 814 3345.0 3123.4 0.04 0.03 952 4495.1 3523.0 0.10 0.00 1138
n50m1Kk3T5 SIRP 5987.4 8727.2 0.04 0.08 837 7364.0 10676.1 0.02 0.00 937 7139.9 13822.7 0.08 0.09 1172
SIRPT 4566.5 6612.3 0.07 0.01 910 5247.4 9435.5 0.08 0.06 1147 5371.1 13063.1 0.04 0.08 1114
n50m1K3T7 SIRP 7779.3  12495.2 0.05 0.03 1022 9267.2 14271.5 0.02 0.09 1018 9898.4  19266.0 0.05 0.05 1153
SIRPT 5650.9 8406.0 0.04 0.02 1037 6167.3  12209.0 0.01 0.04 1196 6555.2 12179.3 0.05 0.05 1198
SIRP 3221.0 4608.3 0.07 0.06 1020 3315.0 5485.1 0.02 0.10 1153 4724.5 8950.0 0.05 0.05 1133
n50m3K3T3 SIRPT 2087.7 4690.8 0.06 0.09 1044 3518.1 3749.9 0.02 0.08 1105 4984.4 6267.0 0.06 0.01 1131
SIRPS 2252.0 3234.0 0.02 0.08 1031 2402.3 4235.8 0.01 0.03 1155 2923.3 5334.6 0.02 0.06 1136
SIRPTS | 2784.4 1338.5 0.01 0.02 733 3490.3 1796.3 0.07 0.01 814 3708.1 3672.4 0.03 0.05 1066
SIRP 7491.9 10749.9 0.01 0.01 944 8989.5 13411.5 0.09 0.07 1046 9362.7 16107.2 0.01 0.07 1157
n50m3K3T5 SIRPT 6773.8 10190.3 0.04 0.00 1018 7451.0 11996.2 0.00 0.06 1022 9074.0 148428 0.05 0.01 1051
SIRPS 5775.1 8327.7 0.07 0.05 1021 6314.3 10862.8 0.09 0.09 1044 8842.2 10877.2 0.01 0.02 1175
SIRPTS | 5666.7 8104.1 0.07 0.03 900 5867.6  10368.2 0.07 0.05 990 7959.9 10351.1 0.04 0.04 1138
SIRP 9468.7 14394.0 0.02 0.04 931 | 10872.8 17762.5 0.01 0.05 1192 | 12500.6 11775.8 0.07 0.01 1154
n50m3K3T7 SIRPT 6830.4 9652.2 0.01 0.08 1020 7477.7  19999.4 0.06 0.00 1065 8971.0 13885.1 0.05 0.06 1156
SIRPS 8163.8 8593.3 0.05 0.01 1107 9693.2 18173.9 0.05 0.02 1051 | 12214.8 8257.9 0.02 0.04 1114
SIRPTS | 6977.8 8589.6 0.08 0.08 1100 8249.6  13200.2 0.01 0.02 1009 | 11887.5 6989.1 0.00 0.02 1141
SIRP 43229 6098.8 0.06 0.03 1103 5296.7 7365.7 0.04 0.08 1157 6257.0 8355.4 0.03 0.09 1047
n50m5k3T3 SIRPT 3165.3 4661.9 0.02 0.09 1149 3642.2 6774.0 0.09 0.09 1167 4529.3 6120.4 0.04 0.09 1136
SIRPS 2792.4 4121.3 0.06 0.02 1031 2042.8 6772.9 0.07 0.08 1189 3887.5 5610.5 0.07 0.01 1088
SIRPTS | 3543.3 1676.8 0.04 0.08 1111 4330.4 2077.6 0.04 0.01 1189 5735.5 1484.6 0.01 0.03 1027
SIRP 8734.7 13474.1 0.04 0.08 1035 | 10493.1 16357.3 0.01 0.00 1142 | 11211.8 20767.1 0.02 0.05 1002
n50m5K3T5 SIRPT 6379.8 13192.1 0.07 0.00 1032 7388.0 16391.8 0.01 0.05 1142 | 10282.9 19097.9 0.03 0.02 1031
SIRPS 8089.8 10919.6 0.08 0.01 1138 | 10541.2 10990.3 0.00 0.10 1134 9170.9 18917.7 0.03 0.01 1164
SIRPTS | 6270.5 9713.4 0.02 0.01 1037 8190.7 11149.8 0.06 0.03 1038 8765.5 13727.5 0.01 0.09 1093
SIRP 6842.1 16925.0 0.00 0.09 1110 7953.2  18420.6 0.04 0.03 1143 8572.8 16798.0 0.06 0.04 1079
N50M5K3T7 SIRPT 9156.9 11862.0 0.01 0.03 1063 | 10719.7 14406.8 0.08 0.06 1144 | 12886.1 9144.9 0.00 0.08 1067
SIRPS 9966.5 10169.7 0.07 0.08 1012 | 10551.7 15399.7 0.06 0.10 1126 | 13102.6 8271.4 0.08 0.10 984
SIRPTS | 8516.5 11309.5 0.01 0.03 1025 9476.7 13754.1 0.05 0.07 1171 | 10727.6 8792.5 0.00 0.06 1127
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Table B.8: Breakdown of cost for a number of product varying between 1 and 5 - number of customers equal to 50

Instances Model PD SPD NBD
T [ LS S Ts SV (%) T | LS S Ts SV (%) T | LS S Ts SV (%)
n50m1K3T3 SIRP 2714 2513 1495 0 0 2043 3524 1371 0 0 3563 3799 2051 0 0
SIRPT 2880 1256 809 0 1276 7 3345 1332 688 0 1103 17 4495 2352 20 0 1151 15
n50m1Kk3T5 SIRP 5987 6024 2704 0 0 7364 6859 3817 0 0 7140 8158 5665 0 0
SIRPT 4567 2778 1252 0 2582 24 5247 4437 1735 0 3264 19 5371 4253 305 3671 4835 12
n50m1K3T7 SIRP 7779 8067 4428 0 0 9267 9062 5209 0 0 9898 12912 6354 0 0
SIRPT 5651 2785 2295 0 3326 31 6167 5335 2970 0 3904 22 6555 7353 122 0 4705 36
SIRP 3221 2548 2060 0 0 3315 3208 2277 0 0 4725 6655 2295 0 0
n50m3K3T3 SIRPT 2088 2186 975 0 1530 2 3518 1306 915 0 1529 17 4984 4075 65 0 2127 18
SIRPS 2252 1236 971 1027 0 30 2402 1986 675 1575 0 25 2923 3324 443 1567 0 40
SIRPTS | 2784 269 158 466 446 47 3490 228 181 659 728 40 3708 1083 107 1069 1413 46
SIRP 7492 6435 4315 0 0 8990 7413 5999 0 0 9363 10507 5600 0 0
n50m3K3T5 SIRPT 6774 4141 2748 0 3301 7 7451 5054 2147 0 4795 13 9074 8581 575 0 5686 6
SIRPS 5775 3725 2191 2412 0 23 6314 4811 2489 3563 0 23 8842 7309 353 3215 0 23
SIRPTS | 5667 1780 841 2382 3101 25 5868 2137 1461 3240 3530 28 7960 2804 208 3653 3686 28
SIRP 9469 8841 5553 0 0 10873 12443 5320 0 0 12501 6682 5094 0 0
n50m3K3T7 SIRPT 6830 3729 2659 0 3264 31 7478 8653 4191 0 7156 4 8971 7435 1998 0 4452 6
SIRPS 8164 4035 2084 2474 0 30 9693 7550 4954 5670 0 3 | 12215 5296 87 2875 0 16
SIRPTS | 6978 1467 1116 2573 3434 35 8250 1965 1362 4656 5217 25 | 11888 1997 303 2494 2195 22
SIRP 4323 3590 2509 0 0 5297 5268 2098 0 0 6257 5102 3254 0 0
n50m5k3T3 SIRPT 3165 1982 926 0 1754 25 3642 2647 1716 0 2411 18 4529 4107 14 0 1999 27
SIRPS 2792 1402 1305 1414 0 34 2043 2919 1686 2169 0 23 3888 2868 1179 1564 0 35
SIRPTS | 3543 338 213 491 634 50 4330 637 246 984 1111 42 5735 521 0 478 485 51
SIRP 8735 7944 5530 0 0 10493 9567 6790 0 0 11212 13719 7048 0 0
n50m5K3T5 SIRPT 6380 5066 3415 0 4711 12 7388 7331 4083 0 4978 11 | 10283 10756 2085 0 6256 8
SIRPS 8090 4452 2532 3935 0 14 | 10541 4199 3002 3788 0 20 9171 12209 452 6256 0 12
SIRPTS | 6270 1856 1241 3176 3440 28 8191 2735 926 3717 3771 28 8766 5194 313 3816 4404 30
SIRP 6842 10509 6416 0 0 7953 12213 6208 0 0 8573 9850 6948 0 0
N50M5K3T7 SIRPT 9157 3996 3592 0 4274 12 | 10720 5453 3467 0 5486 5 | 12886 5779 5 0 3361 13
SIRPS 9966 3657 3614 2898 0 15 | 10552 7517 3343 4540 0 2 | 13103 4725 674 2873 0 16
SIRPTS | 8517 2107 1279 3927 3997 17 9477 2742 2203 4382 4427 12 | 10728 2231 88 3178 3296 23
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Table B.g9: Computational results for a number of product varying between 20 and 40 - number of customers equal to

50
Instances Model PD SPD NBD

FSC SSC LB (%) UB (%) CPU (s) FSC SSC LB (%) UB (%) CPU (s) FSC SSC LB (%) UB (%) CPU (s)

SIRP 4189.7 7894.2 0.60 0.34 1140 6486.8 7651.9 0.62 0.68 884 5681.2  10979.3 0.82 0.94 929

n50m20k3T3 SIRPT 5310.2 5234.5 0.70 0.32 1136 5750.2 5095.7 0.69 0.29 827 7075.3 7787.1 0.60 0.86 1154
SIRPS 3097.9 7374.1 0.33 0.66 1043 4360.7 6286.9 0.70 0.24 811 3056.6 10154.3 0.94 0.47 1178

SIRPTS 3245.0 5371.6 0.75 0.66 1043 4627.2 3995.4 0.23 0.24 1070 4455.3 5757.7 0.75 0.50 1091

SIRP 8704.8 16059.9 0.70 0.72 1142 | 12703.4 15818.0 0.49 0.73 1055 | 10128.5 21336.3 0.75 0.32 1175

n50m20k3T5 SIRPT 7578.3 10173.6 0.71 0.63 931 9572.6  14180.8 0.30 0.32 866 | 10322.3 16579.6 0.97 0.65 924
SIRPS 7760.2 11846.2 0.70 0.74 1152 7831.4 11172.2 0.71 0.66 1118 8818.3 15315.0 0.71 0.56 986

SIRPTS 5039.3 7919.1 0.66 0.58 948 6299.6 7467.0 0.63 0.24 934 6197.2 10926.8 0.67 0.98 913

SIRP 12111.8 20854.5 0.59 0.65 1030 | 19547.9 23480.8 0.65 0.62 983 | 19948.0 32285.5 0.60 0.74 1150

n50m20K3T7 SIRPT 8820.1 15357.8 0.78 0.36 810 | 131749 211222 0.66 0.35 898 | 13650.1 28966.6 0.68 0.76 1049
SIRPS 8544.7 15066.0 0.64 0.47 852 | 12009.2 23327.8 0.33 0.58 1195 | 134119 31137.1 0.33 0.43 1096

SIRPTS | 12904.1 7019.0 0.71 0.50 1021 | 15048.4 13507.6 0.56 0.39 1026 | 16133.6 22243.0 0.92 0.99 1107

SIRP 5320.9 7918.4 0.55 0.50 803 5063.2 8392.1 0.60 0.24 926 6508.0 12247.1 0.79 0.78 953

n50m30Kk3T3 SIRPT 4664.1 6921.1 0.77 0.34 1084 5803.2 5516.8 0.71 0.28 1164 6491.8 10613.0 0.34 0.56 827
SIRPS 3385.1 7601.1 0.63 0.72 988 5113.1 6151.8 0.64 0.62 1054 4943.0 12376.9 0.81 0.44 1112

SIRPTS 4268.5 4524.2 0.33 0.75 834 5505.4 4363.7 0.47 0.89 970 5809.2 10019.4 0.80 0.56 1166

SIRP 11174.6  17775.2 0.45 0.56 824 | 13835.3 20124.6 0.28 0.55 930 | 18103.9 25551.5 0.53 0.85 874

n50m30k3T5 SIRPT 10564.5 15562.8 0.79 0.55 904 | 14373.3 158445 0.42 0.39 1127 | 14554.8 24931.9 0.62 0.34 1008
SIRPS 9375.0 15826.6 0.75 0.43 920 | 12109.5 18837.7 0.76 0.58 806 | 12168.8 27337.1 0.86 0.95 930

SIRPTS 8392.5 14147.0 0.76 0.70 831 | 11184.4 15221.6 0.65 0.83 875 | 11221.4 21276.1 0.44 0.82 935

SIRP 13231.7  24757.7 0.33 0.46 1069 | 19379.8 28412.5 0.42 0.74 1072 | 17471.9 36856.2 0.74 0.87 827

n50m30K3T7 SIRPT 9669.3  22944.7 0.51 0.32 1097 | 14361.6 29783.9 0.59 0.40 1061 | 12877.2 36526.7 0.58 0.97 895
SIRPS 13086.7 19611.9 0.49 0.77 851 | 14319.7 29980.9 0.81 0.33 1062 | 20766.6 30057.2 0.65 0.63 954

SIRPTS | 11635.0 15735.0 0.71 0.61 1180 | 16101.0 21221.6 0.58 0.55 1058 | 16069.3 29056.5 0.47 0.68 1107

SIRP 6394.7 30832.4 0.79 0.33 1052 9187.8 11325.3 0.27 0.65 1029 8283.4 14219.7 0.60 0.39 1123

n50mA0K3T3 SIRPT 4597.6  29865.3 0.68 0.31 1095 6156.1 9211.1 0.47 0.78 938 7267.8 10602.4 0.54 0.90 1136
SIRPS 4353.9 30514.5 0.46 0.77 1090 4723.4 10529.2 0.54 0.74 897 5821.6 11018.4 0.91 0.92 1173

SIRPTS 5749.8 22620.0 0.57 0.38 829 6654.8 5941.2 0.52 0.41 1178 7115.2 7282.9 0.80 0.78 1030

SIRP 15555.0 21666.9 0.79 0.36 1178 | 19721.5 28662.9 0.63 0.38 1012 | 18428.7 35519.6 0.43 0.60 892

n50m40K3TS5 SIRPT 9705.8  25022.4 0.77 0.44 805 | 12491.4 27053.8 0.29 0.61 931 | 15974.7 26064.0 0.62 0.35 806
SIRPS 13219.6  20256.1 0.49 0.39 951 | 14697.8 24748.8 0.90 0.83 923 | 15173.7 28807.3 0.92 0.35 881

SIRPTS 8657.2  15958.0 0.51 0.66 1085 | 15280.9 19615.0 0.56 0.86 923 | 13711.9 21692.0 0.44 0.95 912
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n50m40k3T7

SIRP
SIRPT
SIRPS
SIRPTS

11093.0
14619.5
16061.8
12113.8

38880.1
21612.2
20402.0
20498.2

0.79
0.78
0.52
0.73

0.45
0.66
0.52
0.42

896
1059
1015

956

15387.4
16179.7
19098.4
17007.5

29067.2
25074.0
22608.4
20894.2

0.86
0.52
0.33
0.67

0.86
0.30
0.25
0.59

985
1089
856
965

14070.6
19213.9
23291.7
18137.7

27968.7
18481.0
14112.8
12541.0

0.99
0.79
0.72
0.46

0.55
0.70
0.65
0.63

805
810
1123
864
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Table B.10: Breakdown of cost for a number of product varying between 20 and 40 - number of customers equal to 50

Instances Model PD SPD NBD
T | LS S Ts SV (%) T I LS S Ts SV (%) T [ LS S Ts SV (%)
SIRP 4190 5274 2620 0 0 6487 5274 2377 0 0 5681 8769 2210 0 0
n50m20k3T3 SIRPT 5310 2046 1300 0 1889 13 5750 2046 1122 0 1927 23 7075 4078 1032 0 2677 11
SIRPS 3098 2550 2286 2538 0 13 4361 2550 1321 2416 0 25 3957 3987 2002 4165 0 15
SIRPTS 3245 828 714 1815 2015 29 4627 828 310 1258 1600 39 4455 955 425 2387 1991 39
SIRP 8705 10013 6047 0 0 12703 10013 5805 0 0 10129 15134 6202 0 0
n50m20k3T5 SIRPT 7578 6588 183 0 3403 28 9573 6588 1894 0 5699 17 | 10322 7895 2653 0 6032 15
SIRPS 7760 5896 2218 3733 0 21 7831 5896 1666 3611 0 33 8818 8128 2162 5025 0 23
SIRPTS 5039 1591 493 2928 2907 48 6300 1591 403 2784 2689 52 6197 1423 477 4483 4543 46
SIRP 12112 15706 5148 0 0 19548 15706 7774 0 0 19948 23191 9095 0 0
n50m20k3T7 SIRPT 8820 8345 1392 0 5621 27 | 13175 8345 4107 0 8671 20 | 13650 13005 4073 0 11888 18
SIRPS 8545 10404 18 4643 0 28 | 12009 11404 4841 7082 0 18 | 13412 14582 5657 10898 0 15
SIRPTS | 12904 1833 473 2424 2289 40 | 15048 1833 997 5209 5469 34 | 16134 2990 1525 8490 9238 27
SIRP 5321 6493 1425 0 0 5063 6493 1899 0 0 6508 10406 1841 0 0
n50m30k3T3 SIRPT 4664 2261 2237 0 2423 12 5803 2261 1296 0 1960 16 6492 4989 1985 0 3639 9
SIRPS 3385 2813 2207 2581 0 17 5113 2813 1279 2060 0 16 4943 5807 1402 5167 0 8
SIRPTS 4269 623 639 1554 1707 34 5505 623 280 1723 1737 27 5809 1607 560 4253 3600 16
SIRP 11175 15411 2364 0 0 13835 15411 4713 0 0 18104 20257 5294 0 0
n50m30Kk3T5 SIRPT 10564 6851 2661 0 6051 10 | 14373 6851 2586 0 6407 11 | 14555 11552 3342 0 10038 10
SIRPS 9375 9491 131 6204 0 13 12110 9891 3274 5672 0 9 12169 12838 4726 9773 0 10
SIRPTS 8393 2831 2394 4312 4611 22 | 11184 2831 1191 5978 5223 22 | 11221 3365 1631 6976 9304 26
SIRP 13232 19213 5545 0 0 19380 19213 9200 0 0 17472 26817 10040 0 0
n50m30K3T7 SIRPT 9669 15055 926 0 6964 14 | 14362 15055 3554 0 11175 8 | 12877 19994 4040 0 12492 9
SIRPS 13087 12128 63 7421 0 14 | 14320 13628 6933 9420 0 7 | 20767 12952 5158 11948 0 6
SIRPTS | 11635 4099 3 5926 5707 28 | 16101 4505 1307 7058 8351 22 | 16069 5168 2116 10452 11320 17
SIRP 6395 7801 23032 0 0 9188 7801 3524 0 0 8283 9288 4931 0 0
n50mA0K3T3 SIRPT 4598 3837 14578 0 11450 7 6156 3837 1768 0 3607 25 7268 5260 994 0 4349 21
SIRPS 4354 4575 13788 12151 0 6 4723 4575 2177 3777 0 26 5822 5353 1703 3962 0 25
SIRPTS 5750 1311 3606 8849 8853 24 6655 1311 529 2183 1918 39 7115 1493 389 2499 2902 36
SIRP 15555 18339 3328 0 0 19721 18339 10324 0 0 18429 23539 11981 0 0
n50m40Kk3T5 SIRPT 9706 11191 6087 0 7744 7 | 12491 11191 5393 0 10470 18 | 15975 10019 5002 0 11043 22
SIRPS 13220 9977 2249 8030 0 10 | 14698 9977 6102 8670 0 18 | 15174 12815 4740 11252 0 18
SIRPTS 8657 29073 1353 5616 6016 34 | 15281 2973 1230 7650 7762 28 | 13712 3173 1399 9228 7892 34
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SIRP 11093 22341 16539 0 0 15387 22341 6726 0 0 14071 19103 8866 0 0
n50m40K3T7 SIRPT 14620 9245 4464 0 7904 27 | 16180 9245 5436 0 10393 7 | 19214 7052 3508 0 7921 10

SIRPS 16062 10078 3783 6541 0 27 | 19098 10078 3508 9023 0 6 | 23292 7161 1719 5233 0 11

SIRPTS | 12114 2640 3469 6533 7857 35 | 17008 2640 1222 8314 8719 15 | 18138 2220 615 4461 5245 27
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