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			This paper studies a distribution system consisting of multiple retail locations with transshipment operations among the retailers. Due to the difficulty in computing the optimal solution imposed by the transshipment operations and in estimating shortage cost from a practical perspective, we propose a robust optimization framework for analyzing the impact of transshipment operations on such a distribution system. We demonstrate that our proposed robust optimization framework is analytically tractable and is computationally efficient for analyzing even large-scale distribution systems. From a numerical study using this robust optimization framework, we address a number of managerial issues regarding the impact of transshipment on reducing the costs of the distribution system under different system configurations and retailer characteristics. In particular, we consider two system configurations, line and circle, and study how inventory holding cost, transshipment cost, and demand size and variability affect the effectiveness of transshipment operations for the cases of both homogeneous and non-homogeneous retailers. The managerial insights obtained from our robust optimization framework can help to evaluate the potential benefits when investing in transshipment operations. 
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