R E EFME S R BR

& X i
(H x>

1 ¥ i 3. BALHES hALHR
I EEEBRER 4. BAZEHES KAKZHEY AY

1. EEEFERS % N ®ALHEA ¢ REEERER
2. FEEEXES BHRA 1. =9 E#s g

3. KEEH 2. Cohen & Halperin®] =4 ¢ &
I #=HEZE #FRY® V & #

l. ERREARS & HE o

2. EREHESS REES XX

I & |

AICPAS] ARB No.439] ol oetd 7EE%E (inventory)e] 2t D FEHEM Qq%
F Ageld BREMSR RAGT e A, @ HEE Hoz 4EREA It 7,
@ EE FIAE M A& AES 89 T HEY AR BEd 4 FHES
ik g

e B4 B vl Zo] EEEELS O MRl BE, @ ELS £88, @ K
HE BRESE TRHE Ao oy BEBRE A o4 Al NAE A
olch.®

A71 A K EES] kHi(the level of Raw-material inventories) e ol&% 4, %4
B9 A4, fHARS {E#k(reliability of sources of supply), REAS} HEER) Ay
%)% (efficiency of scheduling purchases and production operations)ol] <8} g3 Wi},

EILf(work in process) & FHEE H£Ed AT HWELT xR} S£ELM(the

1) AICPA, Committee on Acccunting Procedure, Accounting Research Bulletin No. 43,
2) @ FE#, BRKTERELE, 1976), pp. 234
Q@ BEX, RARAHB(ERRL, 1981), pp.294
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2+ £ A

length of the production period)ol| % 3F& dbect. 7 EEE (inventory turnover)& A
EHRS B3 ozd @mAZd 4 Ak AL F4AAE T A R WELR
< mE(bAl7]7] 91§ TEBHY Hiik(engineering techniques)& AAlske Aol ELHE
AaA7E £ g s 2R ES U=E A Lo BASHE Aelct.

8452) KH(the level of finished goods) & A&zt FEE ALste A=t o 7] A
= (3R EE:(credit terms), [RF B (marginal risks)el] g8 g Hest.?

olE ¥ EHEES KEES RESEN £EG ERE O KEAKE, O LETES Aol
9} P #itk(length and technical nature of the production processes), @ HiIFEBMHA Ik
A WA, 514, 34 ol

deld ERRES THERT el o= AERE b 713 Ta A2 EHRE
o % BEE o EEEY kEd EKRESHE REdSL ¥ & At

fe# B o) P5E(the determination of inventory quantities)e] il Hiftge= BPT
EHE REYGHE AL AEHRES TU 2 BRES BAR s i BEFE
2 e 4 gt HES 446 51, BEY £HE FLEL RATE REALR
LEFIB T LBE FHAA pEoe ddF HFNET AFLA 9 BRe £
ReE K2 o) ZA HE Rolth. EF BSQ EHE MMt(obsolence)® 2 ¥ Tk
ol LRiERS WELST AT dlexibility) & HEN/ AE ZEEEHE RE
A7le RS 2 TSP

B 5 Coost allocation) 8] ik Eol glelAe £k Rils A RES 4FLF
#FR EA7L okl )

Lol A1A RAMES HH L HHMAIZ(eross income) & F£A7E WHERSY
S (the evaluation of the cost of goods sold)7} ghslet. MARE LEREE MW
o] 7Asgkol wheb Wskrl W Eol BEES FTRAVZ Astd HEHE EEBHY BFE
RHERS REMAZ SAE 93¢ vk, o2l A9 WA KEANL ok
8 £2¢ BES7 o sne BRENAE REKE A4 ooz e E A 2F
9 713¢ K@= F L Uct.P

B CEEL WRERNMNE AIRE ST BIRE t7] #lske] LIFO(Last in first out)

'3) J. F. Weston and E. F. Brigham. Essentials of Managerial Finance(The Dryden Press,
1974), pp.177~183.

4) BIEsk, MBS —ibol Be AWt 2 BR(TFRBE AH, 1971), pp.219~250.

5) M. A. Cohen and D. Pekelman, Optimal Inventory ordering Policy with Tax Payments

under FIFO and LIFO Accounting Systems(Management Science, August 1979), pp.729.
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ERRERES CERE 3

o A% FERSHES H#stn . 28 LIFOFHA @R/ REEE 3L oy
o sl 2 el B EHEE #Acl) A (the company’s inventory
purchases or production for the current year)o] -z 4ErEQ) EEZ FREAZ A 3 i
FE W% 3+ FE(Very low costs from prior years)st BEE 57 <A
lth. LIFOFel4 WHFHE £¢8 oaidn & FEE MACIY £ES B
24 RAKE €4 + Avte A& Yoldo. olgdd codn Ge FEE EEEE
2.2 g@A 2 Ao,

Ly L WAL B FE HESY BEd dx 5 HEA T &
## (the cost of holding extra units)7} #jngct. oo} 7+ WML MEY, EEEEY
Wt FIF, AEE BHS 9T BL&Mol o2 # &% A (the opportunity cost of having
less funds availab’e for other productive uses)o] £ &=}, o]zlsld HE/]F LRET =
ol 2eb e RAWS EfEolv MAL Binst R #H%(holding costs)<e] o] 3
B (trade of )7} EA) 3}, ®

H2hA o} BN EHFEBIR oA EHE HEd =2 destx MEERSS
B ¥ REEHE BEIHES AR, o AHEKS TEEEFEH®RS WMt
PR EFA BAKHEA A RBAEBECECK (optimal inventory “order policy)$] #
LAHke ®nstaA g,

I ZEEEEECR

1. EEEEY %

M (Inventory control)®] F8 B4.& fEEEAERE )Y FEKME(the optimum
level of inventory investoment)& Folulz 22 & Hx)5le] & Aolct. FEREMAE g4
BEEL dF T7HA A& 34 Hstza ok, A& M4 E#(inadequate inventories)
2 et A AR zAsn HEEES U4 € dgeld. EAE BEEE
(excessive inventories) 2 ql3le] FUES: #E## (unnecessary carrying costs)7} & 7}éhi

6) @M. A. Cohen and R. Halperin. Optimal Inventory order Policy for a Firm Using the LIFO
Inventory Costing Method. (Journal of Accounting Research Autumn, 1980), pp. 375.
@.G. C. Biddle, Accounting Methods and Management Decisions.(Journal of Accounting
vol.18, 1980), pp.235~236.
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4 = F A
=3 B 2 Afolct. BBAEEKREL of F AF Aold ofd Al AA =7
ohal pgel glelA WE EES BE B4 gl {E ##4 L. (price changes)|
d2 IS s H By olddle AEEES KA a4l gA 2 Aol A
o] ukgt HAXe, AFAA, zEx HEMH] FEAAE 2ot BiEe REGAR
(manufacturing and merchandising processes)& ZEE{RE S YaeAds g + d& Jx=
A5 A43 Agetx Fhn dch. Hebd EERELS A ERA F4 &30 4
e =x Ao =& ftisME (another source of supply) 2 7H¥El A €& Az A3
£317) ot —EF ERMEREIT 20T Aol =¥ EFEHH (production operations)
5 — £L&, EfE, B55 2 HERY EHEgly 4vd +4T 5 94 2.

#E RSB ECE (inventory management policy) & 98 ® YA —@mez =&t
e ESO A= Y=.¥

@ LERY BEg EEEEA BT A7 9" (conflicting opinions) & ¥, B, &£
E 9 mELFR A g4 £RSHA Lt FlEF A2 EEEERS Tt BERE
gho] Az RANA okr1 R 4 k. ClEEH £ FHH EXElE EMEEN BES
= EHSEAR, FHORAMER, A9 A8 Rt KFRI Bl = K
EfE A9 ERYEAEY 24 (the attainment of inventory management goals)d] ¥
7k & Ael=h

@ M2E He] Al o] FolHok sk sk dARe we b ZAE Folok
o, ol F AL EETHBEKS Ryl Aol #AE ol ERw A4 HEMR
£ Affftsteiol gt

® EEEHS DE Gixe EETEEEY FAAt. EETRC 3T HEL &
R E ABC #%%:(ABC classification method), #7154 (perpetual inventory
method) & # #:(physical inventory method)e] 2gtd=t.

@ EEFE) 34 B #HESd ok &k, BoK oldoz FH HEL 2 B®BA
Beh Aok gt gujolA Aol ol wE B0l LA A Ak BAE &yt
e EETEBE F shhE BEHE & (optimum size inventory order) % B £
i (economic order quantity)e] =,

23 AL EEEE A9 BB % wH, EEHH A9 A4, st
Al 2 TRERKEY 99, B A A A2 a7ds. BHFEHY EEHE A=

7) C. T. Horngren, A Managerial Emphasis : Cost Accounting(Prentice Hall Inc., 1977), pp. 462.

8) R. M. Copoland and P. E. Dasher. Manageriagerial Accounting(John Wiley & Sons Inc.,
1978), pp.550~551.
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EREEFNS EHBOR 5

B fA8 AAAe ARG BESH A3 WA el Aok shx, ol BEHX
7hdlE FERfl dlgk %46, 88, MR AT A4 ABEHA ol FAAAY =
EEEE A RE®BN, £, BE 9 REKES 430 #Eke] o] Fof Aok .

EHEERE A2 & HRERMZ FHESEd Yl EXES ohd5 2.

O MEL #R; ol AL FERaal iLKkoz Yol sYstAY FIHTET REY £E9
A& 712& £}

@ % FA cHE WER ; 1AL & FHE XA A& A7 At Il
37l 7R 7 37 7o .

® MRl ; FERS ARG EEKES AYsted 93 At

@ M ; EESH(price break) & FIstE 4 $oll B &S @A =2 &ELE H
5lo] HRuk, LEE TYstE 7 Fole FHKEG TFIR AL

® MR FAEEE A, —CEY EREAKES FX8ted Bedte BE

® £EHEHTIRS VLot BRI A8, HEEKe d87 w2Ag 4843t 1y
HOoR o] R EHolAE ¥ EHY KBE #HHA A & 20T AY¥Sde) =
.

2. EEHECEST WERA
1) EMRERE 218t MHRA

EHBGES R BAL o-4% ErR&(ordering cost), #EFF# (carring cost), B
% (acquisition cost)7} =g rt. A4 EXEHE —HNoR BB 2 WEERELES
el 4285+ HHEAS EXE K the number of _Orders)% IR B =2 £
FR A (receiving cost) o2 TARA}. HHRAS —Bos EHEEREI AL R
I 2% (a desired rate of return on the investment in inventory)s} £EE%, WiE®, MK
L&, R 2 MER S22 TALS. BESAV WES 3804 £EEES 953
€ RA MARAL /M4 993 BAC2ZA HEL5(quantity discounts)o] §l&qt 7
BBSR et g 4 gt =2t RARAS EHEKS FYste BEBRE
WA (the decision model) 0.2 B¢} A% 5= 7 $-7} we},

222 FERRES Yud BALS -3 2% EXRAS #HRA L3244

9) L. J. Seidlor and D. R Carmichael, Accounting Handbook, pp.18~12.
10) C. T. Horngren, op. cit.y pp.461~473,
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6= 3 A

ol% = WAL uh HEozZ ASect. dBEY B B EEEE iRddw 3
W ETRAL A4 @ Aold #RRAL %A 2 Aol

2) amER &%

EEEE A BEATY BMe —MMo EHERESDS I8 #ERALT RI{LA
E Aolch. HEHEE A2de HHT 4 FHskA He FiA T4 BRRER
@ el dolE BA Ex BET AAA? © AA BA B BET AL e EA
7 Aol

HEEGES 42t gol A £EY ERE Fhko A WAR == THA o
kg REm(optimum size)E AAste Aolsh. o HAATr: EHE EXE
(economic order quantity)Pe]e} H2]$5 o] ¢ E#MEY FHREAL Had AAFT
£ Aol

desd ola WAL Azt BAALGE JFo fHEER Fu IAEE WL002
Felstn goba dhak M RUEES FRBEE 20029 9 E24 5, 0004 Eo] ek,

REERE a3 2.

EERERR T FHEFKES

10% X ¥¥4. 00 ¥E. 40

1A B SRR REE R Re .10

M EE FRERRA .50

1B EXRAS

wHR, Uy, S8, Astes w10.00 - EEe ExES Al i 2
.
% 2—1& deirba REFAAY BBAE vebix . RIMEAT 7HAe BH&D
WS 4005k19k 500%9] Abolel & WEREH.

11) ¥y £k 28 f2.

__AP | ES de__ _—AP S de  _ S AP _

- __2AP . | 2AP
@ SE* = 2AP  ® E'=-%5 @E_/ S

E = order size, A=Annual quantity used in units.
S = Annual cost of carring one unit in stock one year.
P= Cost per purchase order, C= Total annual relevant costs,
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EHEREAMNS EREEK 7

{(E®2-D) ChE maEselel FMMMRAIFEA 1 2508)
B/t
! !
EXR(E) 50 100 200 400 500 600 800 1,000  5,0C0
FEE R (E/2) 25 50 100 200 250 300 400 500 2,500
& E W (A/E) 100 50 25 12.5 10 8.3 6.3 5 1

MRS - E/2)
@ W.50 W13 W25 W50 W 100 W25 W 150 W 200 ¥ 250 W 1,250
FERERA (P - A/E)
@ W10.00 1,000 500 250 125 100 83 63 50 10

AF TR 38 F W1,013  W525 W300  W225 W225  W233 W243 W300 W1,260

& =4l = 4005919k 5005E8] Ato] 2] ofw Aol 4] u]fo] & HojAEstE Holl e
Aelek. dAA 4505k A e S5 7o,

FHIER 225X ¥. 50 = W13 #BEA
HEXE® (5,000/450), 11.1XW10= W11l Exx&H
W224 FEREHMWE R

9714 £EES Aol el ¢ Awk, 2 EEHE T Aclth FUL gEFHEo
2 Zoll QHAE Gebd & gk, F 222 EETRASN EEFRA] dA§
€ 48T HAA BRAC] A4l 2¢ & 4 Jk

U
\
.

sho
400
300}~

200

(B)E W

100

00 200 a00ofly 500 800 4,000
EXE (B

(W2—-2) By ZXR2| JHZRE

— 47—



8 + &+ A

3. £ 2 H
1) RES{LO| cHu|dt R27EM

2 fE(safety stock)E A Q WHRY EE AES HNA ERA 2 EREER
o 2aste EESelt. o] KEEEYE «dlS8ts] ol#dE Abe(unforeseen events)oll of¥|
i S zo|z, E§ AEFE/ 3R KkiE(anticipated levels) & 31T wish GHGR
7t Bl RAde]l YL AE AAEA FAE 7 A& EH|H.12

W AR BENE MA7HAS] BRE 224 (time intervaDelelz ¥ 4 dle
Bz (lead time), WA HEXE(EOQ, 2 zm 277 F¢ FEE #4443 &
2 gkl % 2—3Ac A B ubg) o] oyt e BRI MEMKE RTE T .

BE EXE . 484E

FAEWM ; 23R

THEMRRE; A% 1000EdH

ME2E EXS ERHAE 2000 B A o] Fej .

A RE} BRY 4

EENE— -1
BHFHER :

- EOQ
O

9
R E R
B M

B FE/ THRY 4 1 K2EES &E

EEME s O

FIESC A — 280 £0Q

R fEH— 80}
[V

(%2—3) MK ME2 MR

12) R. M. Copeland and P. E. Dasher, op. cit., pp.555.
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EIREARS EHBOE 9
B A F7 100458 2sstd @ASIAES, EXE Rl Ad H3et,
FlEdE Ao) AdHglm el 2 pEL EHAE 44 A 2 Ao, =4 o
RE YL REEM(safety stock)) —FHEEI] BERAFEAR AT &£ T S
2 a(minimum or buffer inventory)§ Fw|dtm lejofat et % 2—3B: AEMA B
R A (7] B (reasonable expected maximum usage)o] 3 14041 EQ] AS BATLE
AR BEH} FUshch. ZRAEHE SOAECGRE BBHEME 100 Ex25F)7 2 Aol
B4 (reorder point) & KR7EMol 22717 $U49 FHEBRS ot HEsE 7
o] ytelct,

2) RBAM HX

REEHL Fdd BRAL T2 REA AT FIF, BMEL, SHER S 22 #58
Bst, A48 B#@F&(loss of contribution margin), 43 mAS fF&Eooss of
customer goodwill) &3} Z+& MY)E A (stock out costs)o]ela & 4 ¢lc}.

oo MARZIEMKHE(optimum safety stock love) & 7149l 1Rk & ##Fstes] £
A5 RA AT @YIEAC FFs] 4t KM EA -t

d &% 25 F¢ EEAR] &3 Zo] ddddcn .

il
HOERAE 80 120 160 200 240 280 320
i Z8 0.04 0.06 0.20 0.40 0.20 0.06 0.04 1.00

we}A BE FHEARC] 100058 2338 £2ERES 4714 Kt 4 RYJE @R

< &3 2t

R ' .20 .06 .04
RRERERE 240 280 320
(OOFHBEERE 200 200 200
LREET o3 S A9 RUES

0 =4 40 80 120
40 w9} 0 40 80
80 =1 0 0 40
120591 0 0 0

=L RYBRML B W.60, THEFBM S BAE w500k 7/HYsha. &®e—4
T 4] REEEKE TN REERS 804 F21d # REM W12 BT HE



10 &= & 3

2o F3 gl
(H2—4) R2EM HA
% 2 & M & 4 = i

xoem ® % % gox somme Lo BB ewwm mars

.20 40 2 1.2 W 54
0 .06 80 48 1.2 32
.04 120 72 1.2 32
W18 WO - W18
.60 40 24 1.2 W 16
40 .40 40 24 11.2 22
W3 W2 w8
80 .04 40 24 .2 W1l W40 W5
120 0 0 0 1.2 W 0 WD W60

R RESTIRA W.60
DEMIERE 5,000+ 48E0Q=11.2E(FMH)
D RTER X FER X ERE X EK
RPEEXEMBESFRA W.50

a0 o e

A pEsls] e BAL T2 EETELE Qstd 443 ERFASL2 TASE
SR mol .

28 2 ol" FBol RYMM Fdel FEV figldn A HES 44 gA
A, TRIA BT BFE/ QAT 2Ae AAe] AAudAL 2 RELRE T
AE #getnz e APl FIRY FAHQ A4de 98 Aols. 2 zAL F
a2 Al @ Aol A £¥e AEE AL S Ak ol o¥E dEd Y
o] R EEFEALDL RYEMAS 2T ABRA] B E Jde A 24ds
mAe] 4o $37] HF BEA v 2k#E(customer service level)S& BRdtE Aol
gl e}, 1

I ZEEAES] FEAX

1. EEEEREY BR
EEEES FEM v BERES BEREERES F /b fEe . S

13) N. A. A. Research No. 40, Techniques in Inventory Management, pp.14.
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EMRETRS EHBR 11

EFERES] MEL MEdct BRE T3 £¥l7 =&, MERES FHEkde ﬁﬂr
80844 (perpetual inventory method)sl JBE7EE 77 ¥ (physical inventory method), &
H:(Combination of period and perpetual method)2} A\ 71z kol o B|UFEEREH
Yool & FERSEL 24 AP (Specific identification), £ A e :first in first out),
# A % Hi3:(last in first out), ZE#9E{Hrk(average cost method), BRI H:(retail
inventory method)§ o] glc}.19 n

EHEES ARMEE —BNos ASHAR WHEA HEsA RS e WHFER
o WEsh SHENBEC FRSE WAERRES Mol o9 '

A4 EREES) FEY WHEES REL MES] WE(the two of a single coin) 3}
FLe Aoz pgo od HEEKS Akl et PREBAEERRAL A8 2ot
A He WHER, MAE R REY EE T 9L oA dEsd EER
B BEW ooz BAFHENE 2 W4 REEM ] dols T8 AL BE
o] MINE Aol Hx, MEHFL MUEEE 4 ftEol £¥) BWMAG 2 43
AAA B ol LEFG] BR ¥ BELD iite KSR BEAFAE a4
BES 054 ¥ 2 g2 BYFESE A J9 BEY W42 REER 2 T
Ash) HRHASS) B L o 0F Fl@e] LW He RERIL 4RI AFde J@’J’
REol v KRBT k71t

2. ¥ty Rk L FHEE
1) £REHEE 2| FREX

SEAIEE 9320 aH HE, BE, PG, ETH, FEHE, FES T EEER
o) AELE BUEEME =t BAEMAN KWBBRMS mEL ool A, LALME, &
A%HiE, BETLE, @55, HHREERTESY HEd J43td HEd RARES
BESHEE FBEo2 0. ol B RERERS A% Bl mEE A4
o] g AYHE Aol HES BEHRE BEoZ sodor dtn gEs et

QN4 BEF AN EESE @ET A5l fotn AFHE A BE R
MEE Bob 10039 30014 Fksta MHARMIAC] 32 FHErke]l dE A $o] R

BEETS WESERNY HERER AT BEGHETH 17 FHERYEDE o
u] gkt

14) Kk, EHEBREAESTE(ERS BE, 1981. 8A), pp.123.
15) Meigs & Johnsop, Accounting, International Student Edition, 1967, pp.334.
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12 e A

2) ®ELo RRAE

Rk L EMREARS BNS 4 WREES) BRABE HNSH) daldolah

a9 FARE § BARELY PEIBOZE FEEK, BHE ERE 3 oJx Hke
25 A44% 4 gon FEES 44E Aol EIE, EAKHE, BAKHE B
WEEE, RFE, BRFYE, RERAREE, RERTE t4 Ad9cd 4439
oF ek,

BAol EMRES BEREC dolA o4 BREAE T A= Hiks A¥T AWte
2 Aol Aol Ex dut AT BEAKS 9ARE AE 2k EAC] R
FHke ARl oA BUT HAY EEEEoI Y BT 2 WEI, EXBIZ M
BN BRSNS, BT EHE, BREc: Ti4d Az T BEAEE 497
¢ 4 s+

ok ol el Aol e KA BAL 999 MEA =t EXB5E 23 EHY E
o AUERI, BEBIE MARESLEY ASHESE fFRd) &b

BAol oW Hikow EMEES FHE ol duk 2 BAS FiBLMel A3L
9. zeimz GREAA T ddE EREERENE A0 o+ Faw Lolgw ¢
4 gleham

3. ZAZkHiEd RALRE

D) EA%WHE

FAKMEFIFO)e &t = A ol A(first in)o] =LA hzbeh. (first out) e FO2 o]
£ ABUERFS] e HER T Y FEES el .

EAKMES BASZ T 4 9t AL O AMEF wet EREE(cost flow)sh ¥
231, RHRMCcost of goods sold)E A $lo14 ZMikol WAY + Y. @ RAEH
Wol 3 EEE EHEEES MK A Ahe B4 250 Bfcs ZRARE
BB B B (replacement cost)ol 7% 7H7h-e FEEC] k.

ool Wit} Mo e @ WASH WK EHBE 450l GThE (i EARIE
MOAEE 2o PEFEE Be] BRAS. © 3T KEMAHoz Ed KA

16) BEER, ATAAAT3, 1982.
17) AR 4, BRESH(ZAF L4, 1982), pp.180.



ERREMR EMEH 13
(current revenues)s: /i (current costs)o] ¥ 2wmiolA 2 o WHEES] BAL ka3
B Bk EHEAEHCR FHIE A9 F ARt @ EREEH(price change) oz
Q1 F{§3} 8% (gains and losses) S EAY 4 Ut} ®

2) RAZEHE

BARHEWLIFO)o] & 3o Se]& A (last in)o] =1 Jhzbch, (first outdy FLo 24
B/ #lwes LR 4%3E Adsd mA gole A& 3 BE, 15 ol
AL £& HE/]) € AoJni LIFOY 7 e 5o Fol& & HESYH A2
RALST MRERZEANE 214 o 22 BEF A 494 Ao HBROS2 EHM
Flgol AA k-

BAKHZE) HAe HAY AP © HMREERFER] AUAA F & HELEF
RE 7154l =7 A-Fol #iKe] MEREES FF&A Jebix 238, @ KRS =
3 A9 HEHE o] A5k Gk, @ HMUWEEEEY +% RoE K BEo|
AL de AT REFEET BEHERRLS ) S B 2ERET A5

oo Hkslel HAEHIZES] 7HxE £AE 2l D kS HES HEHRERS kG 9
53 ik Ao HEAAD 4 g3, HELANIAE £ FIRS Si3x ®
BEARMERC] R Flike]l WEAA e+, D WREEEES] EHERS At BB
B—EH FHgelm, EEEREY FEAMS 30, Qs EERES FEEc
FEA) APz H953 gk, B HALHES AR TRl BRI Fi
g 7= £+

4. FALEHES ALK A9

LIFO-FIFO sjojol| [RERSHHS A% RS RRER] s FR) % B
&35 Ackak HEE P& 5 At o] REIEY HRE LIFO-FIFOE A9 sted
ele) A mPEagel <l AE] B (economic incentives)E mpa st Frob. aBly B&EES] %
Bl ERERKES {78 oet ek, FERTEMKES RETHE HHE sted d
457 w g LIFO-FIFOAQ® & EHTERENRA 4L € T2 2 9F< 4E 4=

18) @ M, #HH, pp.305.
@ E. S., Hendriksen, Accounting theory(Richard. D. Irwin, Inc., 1977), pp.338~343.
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Sie, 1

LIFO-FIFO% A®sl&nl g1l A delsbA cpokgt ERES] d¢& vlald iz o
Adel QA EEG Bhi(primary motive): Bé2E3 A5 REWTA oot Sunder
(1976a, 1976b)& LIFO%} FIFOz}o| o R&E 52 Alolo] AL F+= BEEE 4712 B
At gl=t. 2 © F£KR7EMKM(yearend inventory levels), @ ZEMEH(4E =+ M
A) BARIES] Mic(changes in inventory input prices), @ BRFE:A BE(marginal
corporate income tax rates), @ %I5[&(discount rates), &7 A FEWEE HAME W
St BARML AT AL 2L QE ) AE £ 45te 4o A& LIFOS} FIFOA}e]
o & WFEE Aol & Fifsted T4 8401 A, =N BENEE £XKE
RUk#E-S RESFEH 98%E F+ EXEL tax incentive®nl ohel (R (storage
costs), HE3r(order costs), o5 {HEE#{L(anticipated price changes), HI =+ 4
E Al (order or manufacturing lead times), 7ERTE#E%(stock out costs), =22 BR
BHE € 4 A

V SA%HEAN A8 REEEBK

1. =29 E&e fiR

HALEME 93 EHPCK-S Sunder [1976a, 1976bJ,22 Cohen and pekelman [1978], 2
Halperin [1979),2 Cohen and Balperin[198012® o] 28 BEIEGoU 44
Appendixel] 7%t Cohen and Halperin®] 2wl ¢ suo 2 ste] 2 mdlo] ] HKl

19) G. C. Bddle, Accounting Methods and Management Decisions. (Journal of Accounting
Research vol. 18. 1980), pp.235.

20) Shyman Sunder, A note on Estimating the Economic Impact of the LIFO Methed of Inventory
valuation (The Accounting Review, 1976. 45), pp.287.

21) Optimal Choice Between FIFO and LIFO(Journal of Accounting Research, 1976. Autumn),
pp. 277.

22) Shyam Sunder, op. cit., pp.287~291.

23) M. A Cohen and D. Pekelman, LIFO Inventory Systems (Mangement Science, 1978. July),
pp.1,150~1,162.

24) R. Halperin, The effects of LIFO Inventory Costing on Resource Allocation (The Accoun-
ting Review 1979. 7H), pp-58~T71.

25) M. A. Cohen and R. Halperin, op. cit., pp.375~385.



ERREFR} EMBR 15

MREEE Arsta $44¢ Axsaz g,

Cohen and Halpering] =& #R7} #H¥pe 2 LRI HMEL A £Eolv
MARES] J|P7t He 2@ EEECKS sl LIFO Tax, ##KR(holding cost)
8} ol MARMS REMHF(trade of )& A EstE Zeolct. ol FE 22 EM
RES MAL REE 45 oA EEER sdF LIFO Tax, #HR, BARAL 4
=0 FIAE 4+ sl

o] l& §&457 HAALE et T AHREEAE] BERH.

@ B FHa4E o33 BE, £EHRE] BARE, HHR, RE|.

Q@ o] BEXE 432 BES AAA AA S5, LU F Ml MESHY] Az £
ol A LEHFC] AFLE Helok et

® EAYQ ZER &I 2] (a periodic inventory accounting system) o] FEsz=e] 3ie]
A BRE st 2 a9 2E FEe 2 A vbAY ol AR

@ FEHREYI(stock outs) 2 gleta YTt TBERM A2doz ¥ g9 H¥s
4 8o &322 AH(the level of forecast demand variance)o] 2J#| 4 FFx 3 (a buffer
or safety stock) & F 43 #= gtz e},

® BEEd FFE Y H30R(Fixed setup or order costs)& ol x, &t HEXHML
—Est 3 HRc Fet.

® £HHE) FEE BEs ¢34 dAd, RETEsSIr . |

@ FE2 st de} REL LREHET HHR S

2. Cohen and Halperin®] = $--4

o=l @Ryl AXY FRMES (annual report)e] B HHE TAR foq ALAQ
¥ Hl(imaginary data) & A}-83 4 Cohen and Halperin®] 2wl & 8835 B33 Jc}, o]
Ay #Ehe AEMo HEZT € 4 & Ef(benchmark) & #Rftdet. AT KA
3l7] YA o= 3@E F 1978. 1979. 19804EE A sl Z £EY FHH HEAXRE
3 WigEREE 5] BEsl 78E EH|E /A LPEAE AEste 23t

H] 5 o] Rele] AR o Fo sl o] Tzt dhrielr TEER(L AT e ¢
%7 2 (buffer ttocks) & A}-&3l2 = o] FoAst. GFAnE EHEEAEGFLE $F4
71 BF) ZAE & REEEKR . o] 2ulo] 8¢ SsA 4FA4LEe 2 3\
4EFolo| Wl g ZEFEEIEAE(inventory turnover)ol]l A S Fol 4 W1, 400(gut ) HE
geh. o] SFARFEL Wes3(Wabo EERZ F4 S A EHEEWE S
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4 & BEERe] 9590 M5 8.8 At $3A <.

% 4—-12 2 299 HARKA ke ALR FE BOw Aot & 4—1¢ RRs
FolA HNMBKE-L 19804FK M g =28 & AR, 2 2T #4454 A,
WHER ol o HRERE 36t e B o2t delue B o 1 B
7t RESE kol 2 k] dubrl Hejek Yotz AfEE TAE . oidd R
vl o} zho] FHEIMR Fekol ol TR 12(H FEBIERE(the twelve inventory order
decision) & JAR7ER AN slslct. zelv o€ AL =& WREEKRY HHd
we} A L45% o] 9l MAPK@(certain classes of purchase policies)o2 MMt ® 4 3l
. u$-7] MES) HEAHEE(the initial order decision)2 Xt W H4ldl FHA &
By BIRERKRES o =lzke)let,

(& 4-D ' Zocks) iy

& B 1978 1979 1980

b A i 1 2 3 4 1 2 3 4 1 2 3 4
13 L] B 1,926 2,109 1,967 1,933 1,710 1,610 1,588 1,497 1,554 1,715 1,539 1,429
Q) = & o} A A4~ 1.0 1.128 1.256 1.257 i.272 1.273 1.274 1,295 1.340 1.381 1.387 1.412
% A € (=S .03 .0338 .0377 .0377 .0382 .0382 .0382 .0389 .0402 .0414 .0416 N/A
8 2 A 3 1,400 1,400 1,400 1,400 1,400 1,400 1,400 1,400 1,400 1,400 1,400 N/A
A £ .48 .48 .48 .48 .48 .48 .48 .48 .48 .48 .48 N/A
7l % A i g s} . 436
A &2 A T F 1,500

% 4—2% F2 & WREEKES A BFECBK (optimal order policies) & E
A Rolek. FE 4—2% 19804 MAKZEE AR Wl datd =&} 22 F AFY HE
TEKE JeRd Aol

@ = 1980%FE8] HAFKAEFE18) ) 1,400=E 918k 3, 110591 Abolol gleba &bl 19784
/433108 E B 1)L 9,5455 90l oh.  HE A #akAl A (buffer stock) ki
ql 1,40059] o] Ato] FEREKHES RASEE shojof Art. JHWMTERIKHEEC] 1, 4005 H el
2 519 28 dd A meob g 2cohd Ee gA Ao 19794 4/44 119 EX
(Y 0979) 3t 19804 4/447119) WIRFEE KRS0 2 KEEL FXIFEF shejof 3.
19804F 4/473 18] HEX 2 19806 WIKREM (1197 EATFol #HRIAEF stofok jiet.

@ wkd 19804FE] WRYEME(I2%07) 3, 1105k8] 2ot Zcobwd 1978% 14719 HX
(Y278) 2 197849 7|z 2173 19804 4/4FHIFER([1) 7 Al HEF
slof gteb. = Fe A SR SFA b 1,40049 5 FRGFESF o] Fo] Ao e,
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19794F 4/457 18] H30-E 19794F /45 MRk 1980489 4/457 HITE R (12871 3
Al B =& sheof ghoh. 198049 /44 MWIHEI-S 19804E Y 4/47 MIERIZE @ Ko &
2 HEE o] Fo] Ao} ghr},

(E4—-2) BB IXEI EEAE (3KEXRS AN 23
| E 1978 1979 1980
IREER  E 7 1 2 3 4 |1 _2 3 1 1 2 3 4
MIuFF 4 8 (1,926 2,.09 1,967 1,953 | 1,710 1,60 1,588 1,97 | 1.95¢ 1,715 1,539 1,129
1,50 TEZ 9,545 0 0 0 0 1,610 1,588 1,547 1,504 1,715 1,539 1,476
’ Az 9,119 7,010 5,043 3,110 1,400 1,400 1,400 1,450 1,400 1,400 1,400 1,450

2,000 TEF 9,545 0 0 0 0 1,610 1,588 2,097 $54 1,715 1,539 2,029
' AxFE 9,119 7,010 5,043 3,110 1,400 1,400 1,400 2,000 1,400 1,400 1,400 2,000
0

3,110 TE¥ 955 0 0 0 1,610 1,588 3,207 0 1,559 1,539 3,139
AXF 9,119 7,010 5,043 3,110 1,400 1,400 1,4C0 3,110 1,556 1,400 1,400 3,110

3,111 TEF 9546 - - — 1,609 1,568 3,208 0 1,558 1,539 3,140
ALY 9,120 7,011 5,044 3,111 1,401 1,400 1,400 3,111 1,557 1,400 1,400 3,111
4,000 TEF 10,435 0 0 0 0 7201,588 4,097 0 669 1,539 4,029
AL 10,009 7,900 5,933 4,000 2,290 1,400 1,400 4,000 2,446 1,400 1,400 4,000
TEF 1,43 0 0 0 0 0 1,3085097 0 1,208 5,029

5000 HTg 11,009 8,900 6,933 5,000 3,290 1,680 1,400 5,000 3,446 1, % 1,4C0 5,000

ole’l EXBRE AYdd, #Au, FYUs Aol HEBMMA(tradeofN)E 723}
"ebe ol 25w 1980 4/47 MA7ERESL 3, 11059 ok A% 7 Sl 10784E9] 1/450 M
W %458l A AlFete Az ARA7L B2 TUUsbe HERE s $x4
.

oj4Z2 AH R 19794, 19804l Wit XS AEGm 4 BB 4 k. BAL
BTl A WEFRE HHS HEEs BURES 8t A4 713 3o mA
 EFEREYH BERPoZ FHMEE 449 d7za A4S E Ao, aymz
19804 4/47#19] WIKRZEEHERAES] T4 2 19784 1/470H19 A 2AT 1,500 49 Lrtse
vl 2] - 19786 1/42 8 TUE BE 28, oled HiXkEEREEE 3
w2 BE A FHRF(cost of goods sold) & 7H4 Al #FESL .

oo} 19785 &9 HEX(9,545 vk WARES #EE ¢ L LA &
v, 197840 ¥ RBENERS R EREE 19804 HIKERKNRE] 3,110 9
Q1% 73 - W6,554.082 AlALRlct.

26) BMBULNEETAAE 1905 [ = [1970 — [los;) o 2 ate],
oA 197911 1980 FU€ BFHUE 448 2&AAk G Aol
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T4 47+ (9, 545 X W1)

9, 545. 00

o] &7l 2] Al EH( 48X W1X7,935) (3, 808.00)

27149 FAy 1(9, 119X 0.03) 273.57
2(7,010X 0. 0338) 236. 94
3(5, 043 0. 0377) 190. 12
4(3,110%0.0377) 117.25

47 W6, 554. 08

LB EEEs kst d9A oesk 2L AAFEYRE AR B

197848 SHAG] HXES /451 1,826%9, 2/45%0 2,100%k41, 3/45M 1,967<k4,
4/4580 3,643 918l A% 4/45HE ALY ZE Sl T PKEE KEL 1,400 =
$7F Rk o] EEL #R(olding costs) & H4&3HAA FE ol EERe AAbl
A 2E ubspzto] LI BAEXEEC ¢ FUsF 2o A L.

1/4%7) F447+ (1X 1, 826)«eewrenersrneenarsunernssnenas W1, 826. 00
A adrte] g AESF (048X IX21B)wererererersnrrnasnsans (103.68)
2/4%7 TULt (1. 128X 2, 109) e eresverrunsnnrasanneene 2,378.95
2 Yrbe] g AESE  (0.48X1.128X2,109) e ceweereeenrence (1,141.90)
3/4%7 TYL7t (1.256X 1, 967 wrsererresensrnsenerncsas 2,470.55
W27l 9§ AEF  (0.48X1.256X 1,967) erreesrrennesenss (1,185.86)
4/437 FIL7t (1.257X 3, 643) reeeeererennervnnesnaccnss 4,579.25
W 2grbol A MEI  (0.48X1.257X3,643) rerereenerencens (2,198.04)
+71d fA 115 400X 0, 03] eerrvnsennessnnesensersas 42,00
2(1, 400X 0. 0338) ........................ 47.33
(1, 400X 0. 0377) ........................ 52.78
4(1, 400)(0.0377) ........................ 117. 25
A7 e 6, 884.62

19804 4/453888) HAEZEM(1990)7) 3, 11054 Bk 2 7 Sol = oA dFT uhe} 7
L AHE ¢ 45 At o] AL 1978 /458 ER(YTHE 1978F +8.F FRA
Jlol Fpatolor st 10784 MiKZERE 19791, 198049 JTAMus} Fe FELE2 W
AP 1980 MIREMS] FEMEE 19784 1/487 7124 1,502 909 RES o
Ak A2e FT 2T L Wi FEe T4 olske 1980d s EA LIS
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€ 7H3 e FEEES 24 J3, gRA)

policy)oll 4] #EBE 3471 o).

42 He BAEECK(optimal order

F 4—1o Folal EABME V122 § BREELBCRY FA4L #HR/T By 73 $ol
€ Aol =ekalet. ol 4L AYsa Hake] 19804 WKIEMIL 4 000k999L 7
$E GBS Bxb. & 4—10 BAE #EBERI 2, 3EFME AL Adstne v
A ENABHEL 2T e A AAFEYY L & 4-33) o] FAR.

1980%F JAR7EME 4 000919 FUAMEE HEHRS Aol el o3t o] Aok,

H A ¥ T 9 % 7t i
& 4—19 v & 1, 500 W0.436 954, 00
2,500 1.0 2,500. 00
71 &= 27t W3, 154. 00
% 4—19 2f% 1,500 0. 436 W654. 00
1,610 1.0 1,610.00
890 1,381 1,229.09
ks B EEE W3,493.09
# 4—19 3% 1,500 W0.436 654, 00
1,454 1.340 1,948.36
1, 046 1.381 1, 444.53
7 g a4 7t W4, 046. 89
(E4-3) Y FEYY (UMD £2 (Lol FAd )
yE 1978 1979 1980

e hal R el 1 2 3 4

1 2 3 4

1 2 3 a

_ 228 10,435 0 0 0
E4-18 ¥4 33 10,009 7,900 5,933 4,000

B Z8% 5902 0 0 3,643
419 A543 5746 3,367 1,400 3,110

F8F 1,826 2,109 1,967 2,033
®a—191 39375 1,400 1,400 1,400 1,500

0 720 1,588 4,097
2,290 1,400 1,400 4,000

0 1,610 1,588 3,207
1,400 1,400 1,400 3,110

1,610 1,610 1,588 1,597
1,4C0 1,400 1,400 1,502

0 669 1,537 4,029
2,446 1,400 1,400 4,000

0 1,559 1,539 4,029
1,556 1,400 1,400 4,000

1,454 1,715 1,539 4,029
1,400 1,400 1,400 4,000

g H AN

%* 4-19 a§ .03 ,0338 .0377 .0377
® 419 2% .06 .0676 .0754 .0754
% 4—19 3%

.0382 .0382 .0382 .0389

.0402 .0414 .0416

oAl el BRI F1E A% K 4-1 A} o] WKEMA A% 2 BHM
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#E7h e A 2v AERS AddE Aol K@l ozt AL & 7 A K 4]
of AR HEFFIRQL A 10784 148 o T FAFEIH L HMIRERIL) A 7L
A G FES FASA ek, #EERCL of5s BT A S 1978F  1/45W FUARL
2,5005k9] Soll A 1,6105k8 ko] WISREEE TAA Hu U A e 1980F 2/445¥ T4
o] Moh. HEE g2 BT Ao HAFEZAL SN FFALE FAS
L kKA A mE Al o] Fol Aok ek, 19783k 1979 4/4E7] T AHHA
£ 1978 1/437] BOEEKES FAGEE BRI o) FolAok Hu FREE: HVE
Bkt A f-2 S 19805 4/45 8800 ol 2l Aok FEMRERMAES FAGES T+t
o] AAL fAuA A7 Bt $Askch. bl ek R 4—1d EAR #HEERA
T EXBERE A7 (Tax saving)e] FAu Bet fAlstet. =ebA FA¥ 7 & 4—14
AR fAY 25t A AL AAFEAAL ol % T2 & AAFA KA Abold 3
A &=

I i

e gitse HET HRYCE RS MM ddA FEE Folx, RAHKSE £
ol7] $lete] (EEHES BHEFE F HBALLEE —HoR SFEd A4, g #
AEHETANA GRF fEde AL ohidd. A vstd o gitrl EHFEE EHEEY
EACIY hiEe] 2 Y FEE LRAZA Zud fiFEHEY ¢ ¢ KE/P WHE
ol 25 FIEE F7HA7]7 dFolvt. HALRHETH A HHERY g5 o9
Hx e FEE BACY AES FrH7InzA HRE 5 Az, RARKS €4 4 A
ot AL ek, o]gbRe] Y s - REE EEEECR d4A & Ao+,

v AE Y BAC] St FEA RS HED <7tA 59 HR g
#8 (the cost of holding extra units)7} Binglct. o]z & BHEL AHER, TEHEZEJ
& FIF, fikE HAE AL A& =& # &M (the opportunity cost of having
less funds available for other productive uses)o] Egxcl. olglstey #HE LR
73 %ol & Bmagsl EEolv MAL Rt W€ RS 2o 22 #BER Aoly F4 4
olell gl7l =t

Ael4 o] WL EHREN #& d=rtx fdd BERE cEEEAR HEE AR
&¥ Cohen &Halpering] 2l ¢ 43t HELAMA RALHE It RBEMEL
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B gR%S #onstg el

o] mule (FuE, WA, MM, dlgAlEo] A" @A LIFO Taxatieno] A3
Z1Zkol YA BEEKEH KA A TS v AL shol AT RS ®WRstd F
ET EHET ROE 2o AT A £ FERA AR %2 FEEBLEE AAGEF
EASHE Aol 3 Aol & 5 gv A4S ot JHskx U+

H| & o] mlo] R w4 sHP-E FiRE SHAvt R A", EERNAH, T
LA, drtelE, SFAT o BAR FEEKA AT AN A did EAlE
AEeE U7 #A 4869 5 U+

goz o] HEdl gt Wie £ ikl EiNE LER sk $& BEEENRES) BEBT
%L 2o TPAINE LA Fh, £RKY EERES T i #EHEAA R
L7,
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<M %>

Cohen & Halperin®] 2dl ($8A Sl
o g REFEEBR)

o] Bl HAKLMEOl % EMRERM HiEe T REMAGSE BAZ 37 9
T THEMS) EHHAMEE ARED Aol EEEXCEE B: BA)L TE$ PAz
Fakol ol %] Atk FEMEE AT FTH, Redsd, AnfAu, Aol =g
L.

o= ti£9 s 7ol g FEFG=1-P, t=1.-T)
L'= tiee) i A2es Ansd
D= tf2) it Azkel dig 063

Si=tiEe] i Azl Qi A Reid ReistA
h'= ti£s] i Slzkel deld HAF FA

Pi= 2] i slzel SlolA ReiR FY e Y4
T.= tfeol o14 WAAE

Z/= ti A jis AnFo e ALg(G=1--N, t=1...T)

Z, /=t oA j,idA Angoafe A4
(=N+1-N+T, =2 Aa3e] o]Felzl 2 Y=} i)
i=1-P, I A3Fo] o]FejAl tife] ol A2 2 7lzkel o3

X,'=tERe] A jALFel dolgle EF

Xp /=t Fisart FTd Foll tEKRY jixjnde do} A= HE
(i=1--P,j=N+1--N+T, t| 1.--T.)

3 E#E ac(0. D2 A, Ple jidA Andy Yrtelz, B'ye tge jrz
ol AAXFAZ sElct. LIFOTAA A& o'y - a?y ;=08 LFA75.
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1. Linear Program
Maximize

T P ]
5 °'{ T [(1 - m)(s’D = AT = piy])
=1 =l ‘

N+t P ‘
+ 1’,(2 p’Zt+ ¥ Y p/V .)} .

| =N+l i=1
subject to
I+y'-D'-I'=0,i=2,... ,Pit=1,...,T @
L +yn'-D'~L'=0,t=1,...,T @
LzBit=l,...T:j=1.. P @
a:’.p—axzr')’lﬂ' Dn"l - T ®

a(‘.i"af.: "‘ﬁ:‘f' 2 ZN-nk,l-l LP-1 -
. ) . A=ivl! (6)

t=1,..., T

N+t-1 P -1
.'-ZZJ"' Z yz;k"’ZZtht-l T
=1 j=N+t ka] k-l (7)
i=1... P -
Z'N-L'.-y‘f - afl_., i- 1, eeay P (8)
t=1,...,T
N+t P .

1,*=};x,+ Yy Xx., t=1....T 9

J=1 J=N+1 =] .
Xl'-‘xi'. —ziv j-l»-"rN' (10)
XNori= @z, t=1,...,T ‘ ‘ an

' i=1l...,P

t = X3 - 25, t=1,..., T, _ .
" j=N+1,..,N+t-1; a2

i=1,...,P

[}
X/=X~-3 2, Jj=L...N

t=1,...,
[§

X&q.-a,. 2 t-l,...,T;'
el

j-N’-rl,...;Nii-t—l; ae

i=1,...,P
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-1 P t
-L'=L"+3Y Sy-DN+3[»-D) t=1,...,T
k=1 j=1 j= (15)
I'>20,%'20,X/'20,X,,20,2'=20,Z;,20
for all i, j, ¢.

2. Nonlimear Program
Maximize

T p
-_\_: a' { z [(1 - 7’)(si,Dl' - hl’Ill, - p.'y.']

7=l f=]

N N+t P L
+ *'( YplZ'+ ¥ T p:-""Z,’-.x)} 16)

=1 - JuN4] ]
subject to T
' +wi=D/=L'=0i=2_ Pt=1..T  Qn
L7+ =D —1i=0t=1,.... T. 18)
I'zB .\ j=1.... Pit=1,..,T (19)

h=gv] byl 1wl =1

P Net-—-) P P "
X}.,={ ,‘I’—[D,— > Xi- ¥ ¥ i:‘—Zy.'] }
forjy=N+1,.... N-t-1i=1,...,Pt=1,..., T (20

P +y
-Xf\'+:‘,={y."—|:ﬁ,— Y w'] } fori=1,... Pt=1,.. T Q@)

Faren AT -1
tory=1...,Nyt=1,..., T.(22)
2 =X =X =1 Nyt=1,...,T. 23
2= X - Xaj=N+1,. ., N+ti=1,...,Pt=1,...,T 2
L'z0.%'20,X,/20.X,,20,2'20,Z,=20 forall i/t
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— Summary —

Inventory Valuation and Inventory Policy

Dae-keun Kim

Many firms have adopted the last in, first out (LIFO) method of accounting for
inventories in order to reduce taxable income and income tax liability in periods of
rising prices. Lower tax liabities under LIFO are not assured, however, since a LIFO
company’s “cost of goods sold” could include some very low costs from prior years, if
that company’s inventory purchases or production for the current year are insufficient to
meet the year’s demand. Moreover, even if the use of LIFO does result in a lower tax
liability, the inclusion of any of the old, low costs in cost of goods sold under LIFO
means that the tax liability could have)been reduced even further by increasing purchases
or production, such that these old costs would have remained in inventory.

Increasing production or purchases, however, increases the cost of holding these extra
units until the time at which they are depleted from inventory to meet demand. Such
costs might include warehousing costs, interest coste, and the oppertunity cost of
having less funds available for other productive uses., Thus, when prices are rising,
a trade-off exists between lower tax costs and higher holding costs associated with more
production or purchases,

Accordingly, this paper considers relevant costs for inventory decisions and methods
of inventory valuation associated with optimal inventory policy. Thus, when prices are
rising, it has presented approach method of optimal inventory policy through the
application of Cohen & Halperin’s model.

This model uses as information inputs a series of demand, purchase price of inventory,
holding costs, and tax rate forecasts. I have illustrated how LIFO taxation affects
optimal year-end inventory level decisions for all years in the planning horizon, as

well as how intrayear purchase decisions and end of year decisions are related,
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Accordingly, it is not optimal to allow ending levels to “float,” even when doing so
would not cause the liquidation of a layer. It is also not optimal to plan purchases so
as to have inventory contain the lowest cost layer structure at the end of each year if
holding costs become high enough to overcome tax benefits.

Although this model was cast with some simplifying assumptions, it can easily be
extended to consider problems associated with longer planning horizons, production
capacity cdnstraints, alternative demand and cost forecasts, and alternative attitudes
toward stockout risk which affect buffer-stock requirements. Further research in this
area can be directed at inclusion in the model of fixed costs of ordering inventory costs
which do not necessarily increase each period, and the development of a general stochastic

model with both intrayear and end of year decisions.
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