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The classical stochastic inventory problems are modelled overwhelming
within a newsvendor setting with known demand distribution. However,
complete knowledge of demand distribution is a luxury nowadays with de-
creasingly life cycle of products and increase in complexity of demand fore-
cast. Any imprecise educated guess of demand distribution results in a huge
deviation in resulting optimal inventory policy. Hence, stochastic inventory
problems with distribution free demand forecast are gaining attraction. In-
terestingly, Scarf et. al. (1958) is one of the earlier works that characterize
distribution free inventory problem. They develop an inventory policy that
maximizes the minimum expected profit (maxmin approach) when only the
mean and the standard deviation of the demand distribution are known.
Perakis and Roels (2008) derive the inventory policies that minimize the
newsvendor’s maximum regret of not acting optimally (minmax regret ap-
proach). However, the empirical studies in distribution free newsvendor
problems are limited. In this research, we design an experiment and de-
termine the ordering behavior of the decision makers for distribution free
newsvendor problems. Our experimental results reveal that the decision
makers deviate from the prescribed rationality in the existing normative
models of distribution free newsvendor problems. We analyze the judg-
ment and biases in decision making that lead to the deviation.
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