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RECAP:

Inventory Management and Control
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Today’s Topic:
Economic Order Quantity 
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Definition

Ms.A.Hanis Sultana / AP / MBA / 23BAT613 - Operations Management         20/05/2024

▸ Economic order quantity (EOQ) is a calculation companies perform that
represents their ideal order size, allowing them to meet demand without
overspending. Inventory managers calculate EOQ to minimize holding
costs and excess inventory.
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Problem
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▸ The John Equipment Company estimates its
carrying cost at 15% and its ordering cost at
$9 per order. The estimated annual
requirement is 48,000 units at a price of $4
per unit. • What is the most economical

number of units to order?
• How many orders should be placed

in a year?
• How often should an order be

placed?

Required?



6/13

Solution
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▸ What is the most economical number of units to
order?

Annual requirement = 48,000 units

Ordering cost = $9 per order

Carrying cost = 15% of per-unit cost

Per unit cost = $4 per unit

Given
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▸ What is the most economical number of units to
order?

Annual requirement = 48,000 units

Ordering cost = $9 per order

Carrying cost = 15% of per-unit cost

Per unit cost = $4 per unit

GivenEOQ = 2𝐷𝐶𝑜/𝑃𝐶𝑖
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▸ What is the most economical number of units to
order?

Annual requirement = 48,000 units

Ordering cost = $9 per order

Carrying cost = 15% of per-unit cost

Per unit cost = $4 per unit

Given

EOQ = 2𝐷𝐶𝑜/𝑃𝐶𝑖



9/13

Conclusion
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▸ What is the most economical number of units to order?


