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A study of inventory problem for probabilistic selling with return
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Abstract: Nowadays, sellers not only need to make optimal decisions to conquer the demand uncertainty, but

also need to consider the returning of goods when facing inventory problems in selling. From retailers” point

of view, this paper adopts probabilistic selling with Bayesian information updating to obtain mathematical

models for inventory and expected profit, then analyzes the impact of return rate on the inventory management

level through numerical simulations. The results show that retailers’ expected profit decreases when the re-

turn rate of goods increases. However, an introduction of Bayesian information updating and a raise of switc-

hing rate for probabilistic goods can reduce the loss caused by refund.
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