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V9 ABOVRACTY

BACKGROUND. #The Department of Defense (DOD) has directed the use of basic Economic
Order Quantity (EOQ) principles in the acquisition of secondary items. One assumption
of the EOQ model is that there is no control over acquisition price; yet, it has been
established that the unit price of an item is not always inggp ndent of the quantity
procured. (U). STUDY APPROACH. P The approach taKeé}jnéﬁdﬁ Treview of the Quantity
Discount (QD) program as implemented by the Air Forcde, and the development of a totol
variable cost equation to evaluxte offers in response to a QD solicitation. (U).
SUMMARY AND RECOMMENDATION. A QD program in the Army is expected to result in reduc-
tions in both acyuisition cost and long run administrative workload. A proposed
QD program has been developed and it is recommended that a test be conducted at one
or more Materie)l Readiness Commands to determine the degree of success a full QD
program can be expected to accomplish. (U).
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