
25. Toyota has decided to set up regional
somevariants of the Scion willbe

warehouseswhere
dealers on demand.

customizedandshippedtoCustomizing andshippingon
will raise production and transportation cost

demand
percarby$100.

$20,000, and Toyotahas a holdingcostofEach car costs
byToyotafor20

first 90days. Thus,for all
percent. Carsat the dealer are owned

practicalpurposes,Toyotaownsall
the

whether at the dealersor at the regionalware-inventory,
house. Consider a region with five large dealersandthirty
smalldealers. Toyotahaspartitionedthevariantsintotwo
demand for the two types
analoententeyarm.areredumsonmne.wounes.besmanof variants at the two types
ers is shown in Table 12-7. The goal is to providea 95 per-
cent cycle service level using a continuous reviewpolicy.
Replenishmentleadtimesfor both dealersandregionalware-

shippinghousesare four weeks. Customizationand froma
regional warehouseto a dealer can bedonein aday, and this
time can be ignored. Assume demand to be independent
across all dealers.

a. How much safety inventory of a popular variant is
required at a large or smalldealer?

b. What is the safety inventory required if inventory for the
popularvariant (for both large and small dealers) is cen-
tralized at the regional warehouse by Toyota?

C. What is the safety inventory required if inventory for
the popular variant at small dealers is centralized at
the regional warehouse but that for large dealers is
decentralized?

d. Given the additional customization and transportation
cost, which structure do you recommend for the popular
variant?

e. Repeat parts (a) to (d) for theuncommonvariant.
f. How should Toyota structure inventories given its regional
warehouses?


