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Typical measurement

Element Brief description .
unit(s)
Product The most common measure of customer service.Usually defined as percent in 9% availabilitv in base units
availability stock(target performance level) in some base unit(l.e., order , product, dollars) ¢ y

Elapsed time from order placement to order receipt. Usually measured in time
units and variation from standard or target order cycle. Note: frequently,
product availability and order cycle time are combined into one standard. For
example, “95% of orders delivered within 10 days.”

Order cycle time Speed and consistency

Distribution Ability of system to respond to special and/or unexpected needs of customer. Response time to special
system flexibility Includes expedite and substitute capability. requests

Distribution - . s . o .

svstem Ability of firm’s information system to respond in timely and accurate manner | Speed, accuracy, and message
>y . to customers’ requests for information. detail of response
information

Distribution . . . c e . 5
o Efficiency of procedures and time required to recover from distribution system | Response and recovery time
malfunction malfunction (I.e., errors in billing, shipping, damage, claims). requirements

Post-sale product Efficiency in providing product support after delivery, including technical Response time, quality of
support information, spare parts, or equipment modification, as appropriate. responses

Source: James F. Robert G. House, edi., Distribution handbook, The free press. L% WA
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Logistics
costs as a
percent of
product
sales price

Total Costs

Storage cO
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Logistics

costs as a

percent of
sales
price

Total Costs

Transportation

/ Cost

Storage

Cost \

Value--weight ratio
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Cost Transportation costs
Total costs Storage costs
>

Increasing degree of risk in the product
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Pareto
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Wealth 4
100%

80%

Pa reto Curve

20% Population 100%
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Pareto IM=R

0 The majority (say 80%) of a firm’s sales are
due to a small portion ( say 20% ) of the

product line......
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Product Sale % Cum % Cum
HD4> Product Pro.(X) Sales Cum Sale Sales(Y)
001 45 005 10% 62
62 30.10%
002 9 001 20% 45
107 51.94%
009 30% 23
Ute : 130 63.11%
004 40% 20
004 20 150 72.82%
010 50% 17
005 62 167 81.07%
008 60% 15
006 10 182 88.35%
006 70% 10
0
007 9 192 93.20%
002 80% 9
008 15 201 97.57%
003 90% 3
204 99.03%
009 23 007 100% 2
206 100.00%
010 17 Total
1.00 206
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ABC= 3$35u9 N A

Warehouse layout

Order picking procedures

Warehouse stocking and storage strategies
Sales region stocking plans ( central or field )
Inventory policy (e.g. availability levels )

SKU rationalization

CcC 0O 0 0 0 O O
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3.4 & RSEEIaIR

O Average order cycle time & Variability of order cycle
a Fill rate

O Invoice error rate or order document error rate

O Damage & Loss
Q Others:

= Stock-out percentage
= Shipment shortages
= Shipment delays

= Product substitutions

= Returns / adjustments
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T ERE 1995 2000
AP T4 98% 99%,
1T ] 9 days 7 days
BIT R RIE 90% 94%
REHAE 90% of invoices 93% of invoices
BRAR &9 5T 1% 0.5%

Source: Grocery Manufacturers of America and A T Kearney (1995) customer service data for food industry
23 Tt MWHNR
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Diminishing

returns

hreshold Decline

Increasing logistics customer service level of a
supplier to the best of its competition
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Assignment

Q Textbook pp57 question 2, 3.

0 What is the Pareto Curve? Please interpret its
application in logistics management.

a Use data on slice 45, evaluate the
improvement of customer service in grocery
manufacturer industry.
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