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Abstract: Classical vendormanaged inventory models usually neglect the time value of systan costs Based on the
VM Imodel with constant demand rate and complete backlogging, a nev VM I model w ith partial backlogging and
tme value of costsispresented, w hich includs a single vendor and buyer, and from rav material to finished product
A numerical example and sensitivity analysis are presented to illustrate themodel, and demonstrate the existence of
the optimal lution and different sensitivity of parameters to the costsof VM | systen. The theoretical evidence is
provided for theVM | systen to makemanagement decision
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