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Best Retail Warehouse Locations
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Optimal Number of NFs

1 52 3 4 6

Transport Cost
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Fixed Cost and Economies of Scale

• How to estimate facility fixed cost?

– Cost data from existing facilities can be 

used to fit linear estimate

• y-intercept is fixed cost, k

– Economies of scale in production 

 k > 0 and β < 1
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MILP
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Branch and Bound
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MILP Formulation of UFL
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where

fixed cost of NF at site 1,...,

variable cost from  to serve EF 1,...,

1, if NF established at site 

0, otherwise
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MILP Formulation of p-Median
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where

number of NF to establish

variable cost from  to serve EF 1,...,

1, if NF established at site 

0, otherwise

fraction of EF  demand served from NF at site .
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