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Assumptions: Basic FPH Model

4 & Demand # Discounts
s Constant vs Variable = None
¥ Knu'_ﬂn_ VS F-'-a”dji'm = All Units or Incremental
. L. STUHUUUS vs Discrete # Excess Demand
edad time = None
3 ||:I:ﬂSt-:;"ll'tﬂ"*Eﬁ:?llﬁ . = All orders are backordered
» Constant or Variable » Lost orders
(deterministic/stochastic) « Substitution

# Dependence of items P : i
gL i it ¢ Perishability
s Correlated
s Indentured
# Review Time
s Continuous vs Periodic
# Number of Echelons

= None
= Uniform with time
# Planning Horizon

= 5Single Period
= Finite Period

0 M s Infinite
~® Anevs Many # Number of Items
# Capacity / Resources e
s Unlimited vs Limited = Many
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Example

When should I order and for how much?
300

Costs
D = 2000 items per year
Co = $500.00 per order
Cp = $50.00 per item
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Ch = 24% per item per year
Chp= (ChCp)/N 100 I
= %1 per month per item 50 |
N = number of periods per year
0
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More Assumptions Month

* Demand is required and consumed on first day of the period
» Holding costs are not charged on items used in that period
» Holding costs are charged for inventory ordered in advance of need
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