The derivations I showed on Wednesday were correct, but I failed to provide an adequate description of the relationship between Ci and Ch.  I will do that here.  

Ch is the holding cost per item per unit time

Cr is the rent cost per item per unit time

Ci is the waiting cost per item per unit time

Ch=Cr+Ci
Cf is the fixed cost for a shipment

When we originally discussed the 1-1 distribution system, we considered the holding cost both at the origin and destination (Ch).  We developed a formula for the minimum cost per item:
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Here Ch=Cr+Ci.  

We then derived the following equation to estimate minimum cost per item using the continuum approximation:
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When D’ is constant, this gives us an estimate for minimum cost per item:
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The question is, how to rationalize the differences in these two expressions.

In the CA case, we ignored rent, so Ch=Cr+Ci becomes Ch=Ci.
However, in the CA case we captured only the wait time at the destination, which is half of the wait time that we captured in the original, constant demand, 1-1 distribution system.  This is why the term 2Ci in the CA expression is only half of the value in the original expression, 4Ch.  Given that Ci and Ch are equivalent, the expression for cost from the CA expression will give a smaller value.
