Facility Location under Economics of Scale in the Case of Uncertain Demand

Schutz, Peter(University of Science and Technology, Norway)
Stougie, LeerfUniversity of Science and Technology, Norway)
Tomasgard, AsgeiiUniversity of Science and Technology, Norway)

The presentation adresses facility location undeertain demand. The problem is to determine themap
location of facilities and allocation of customerndand to these facilities. The costs of operatiregfacilities
are subject to economics of scale and customer migtisauncertain. The objective is then to minintize total
expected cost. These costs can be split into haes: firstly the costs of investing in a facilapd maintaining
it, secondly the costs of operating a facility wiglrictly diminishing average costs, and thirdiyelar
transportation costs. We show a solution methodHisr problem based on Lagrangean Relaxation. \esepit
computational results from the Norwegian meat itrgusnd the location of slaughterhouses.





