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The assumptions of the basic economic order quantity are:

* The inventory consists of one single unperishable good held in one location,

« The demand rate for the item 1s constant over time and demand must be satished
exactly,

* Units are ordered from a single supplier 1n the same amount each time. For now,
we assume that replenishment 1s instantaneous, even though that 1s not really
necessary as we will show later,

» There are no quantity discounts,

* Stockouts are not allowed and the demand must be satisfied completely, and

 The planning horizon 1s infinite and all model parameters are stationary,
1.e., they do not change over time.
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