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Abstract:

In product distribution systems, one of the most powerful principles for leveraging the tradeoff
between customer service and inventory investment is the ‘power of pooling’: the reduction in
safety stock requirements that occurs whenever product demands can be pooled and served
from a common stocking point. Exploiting this phenomenon often involves changes in network
configuration, improvements in information systems, and optimization of operating policies. In this
talk, we demonstrate the principle in a variety of ways and provide examples of its use in military,
industrial supply and maintenance, manufacturing, and retail environments. We will also review
some of the techniques we have used to approximate and solve the large scale optimization
problems that arise from these applications. Research reported is joint with Prof. Jack Muckstadt
and Juan Li.
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