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Ordering Strategy for a Supply China with Limited
Storage Capacity and Demand Updating

WEN Xin, GUO Yongjiang

(School of Sciences, Beijing University of Posts and Telecommunications, Beijing 100876, China)

Abstract: In this paper, we studied the ordering strategy for a supply chain with limited storage
capacity and demand updating in the setting of the sale of seasonal products. The supply chain consists of
one supplier and one retailer. The retailer is assumed to have two opportunities to place order before and
after receiving demand signals respectively, and the first order is limited by the storage capacity. We
obtained the optimal ordering strategy with no storage capacity limit by setting parameter indexes
according to the properties of derivative with backstepping method, and then got the optimal ordering
strategy with limited storage capacity according to the properties of the concave function in different cases,
to balance the supply chain. At last, we verified the correctness of the result via numerical example, and
further explained the optimal ordering strategy.

Key words: storage capacity limit; demand signal; supply chain; buy-back contract
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