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An Integrated Location, Distribution and Investment Model
for New Distribution Centers

Chakkapat Chuanin' and Busaba Phruksaphanrat**

Abstract

Proper distribution center positioning helps to
reduce total organization transportation costs and
can increase the level of customer service. Selecting
new distribution centers is not the only factor when
developing investment models, as a good location
and effective distribution systems are also needed.
Conventional approaches consider the location
problem, the distribution problem, and the investment
problem separately; however, this is inadequate for
new distribution centers. In existing models, the
service level is defined according to the quantity of
delivery products only and the frequency of delivery
is not determined. Additionally, these models always

relate to the selection of an appropriate location or plan

from the candidate choices; however, the design of
the distribution system is not considered. This research
proposes a mathematical model for selecting an
investment plan for new distribution centers with
integrated location, distribution, and investment
aspects. The model is used for finding the best choice
that has a low net present value for the total cost and
a high customer service level. It can select suitable
locations for new distribution centers for long-term
investment by using a case study company and
analyzing specific factors against this. Distribution

plans for serving customers are also provided.
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