

















A contractor has a requirement of cement that amounts to 1500 bags per
day. No shortages are allowed. Cement costs ¥ 400 per bag. Holding

costs are T 0-2 per bag per day and the ordering process cost per order is
T 150.

6] Find the optimal lot size and the system cost per day.

(ii) If, however, the price per bag is quoted in accordance with the
following schedule :

Purchase Quantity Price/Bag
(Bags) )
0 - 1999 400
2000 and above 395

Should the contractor take advantage of the quantity discount ? 20

M-ESC-U-MLE _ 17






