CASE STUDY
Dehvery Strategy at MoonChe

John Kresge vice: presndent of supply chaln was very concerned

as he left the meeting at MoonChem, a manufacturer of speoal-fi

ty chemicals: The year-end meeting evaluated financi

ance and discussed the fact that the firm was achieving only two’; :
inventory turns a year. A more careful look revealed that over

half the inventory MoonChem: owned wasin: consngnment with

its customers Th|s was very surpnsmg, guven that only 20 per-’f

ment inventory and come up wath an appro

MoonChem Operatlons %

fit customer specuflcatlons ln the speoalty chemlc
MoonChem decided. to differentiate itself in the N

region by: prowdmg cons:gnment inventory to its cu
The company wanted to take. this strategy national if

effective. MoonChem kept the chemicals required by each -
customer in-the Midwest region on consignment at.the:

customers’ sites, Customers used the chemicals as neede,d

n MoonChem managed replenlshment to ensure: avallabnhty

mlp most instances, consumption of chemicals by customers was
- very stable; MoonChem owned the consignment inventories

and was p_ald for-the chemicals as they were used.

Distribution at-MoonChem
‘.,.;MoonChem used Golden. trucking, a full-truckload carrier,
* for all.its shipments. Each truck had-a capacity of-40,000
£ 'pounds and Golden charged a fixed rate given the origin
- and-destination, regardless of the quantity shipped on the
- truck. MoonChem sent full truckloads to each customer to
~ replenish their consignment inventory.

“The lllinois Pilot Study
~John. decided to take a careful look at his distribution opera-
“tions. He focused on the state of lllinois, which was supplied

- from the Chicago distribution center, He broke up the state

t - of lllinois into a collection of zip. codes that were contiguous,
.as shown in Figure 10-9. He restricted attention within the-

‘Peorla region, which.was classified as zip.code 615. A-careful‘

study of the Peoria region revealed two. large: custo

‘medium-sized. customers, and. 12 small- custom

.-annual consumption at each type of customer.w
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inTable 10-4. Golden charge: istomer Profile for MoonChem. .
Chicago to' Peoria, and Moo HE eona:R’é‘"‘i&H s T T AP
qu truckload to each custome nhepranegen: . N :
“John checked with Golden
take to include shipments for muls
Ioad Golden informed him'that the“

Number of ; v Consumptlon ke
Customers ; (Pounds per Month)
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ver, "f a truck had to ‘make four dehvenes
Chargew uld be $550.
©.. Each pound of chémical in’ consignm
‘MoonChem $1,.and:MoonChem had a hols
25 percent. John'wanted to analyze different
dnstr:butlon avallable"n"the Peoria region 1

endmg full truckloads to each customer in the Peoria
to replenish consignment inventory?

ifferent delivery options and evaluate the
h::What delivery option do you recommend

rhfhehdatibn" impact consignment -



