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25. Toyota has decided to set up regional }Nurehouses Where
SOI;'IC variants of the Scion wn'll.be customl.zec! and shippeg ;
dealers on demand. Customizing a.nd shipping on demgy
will raise production and transportation cost per car by $100
Each car costs $20.000, and Toyota has a holding ¢, if
20 percent. Cars at the dealer 'are owned by Toyory for the
first 90 days. Thus, for all practical purposes, Toyory owns g
inventory, whether at the dealers or at the regiopg] Ware.
house. Consider a region with five large dealers apg thiny
small dealers. Toyota has partitioned the variants jny, two
groups—popular variants and yncommon variants, Week]y
demand for the two types of variants at the two types of deg].
ers is shown in Table 12-7. The goal is to provide 3 95 Per-
cent cycle service level using a continuous review policy,
Replenishment lead times for both dealers and regiona] wgy,.
houses are four weeks. Customization and shipping fro, ,
regional warehouse to a dealer can be done in a day, and thj
time can be ignored. Assume demand to be independep,
across all dealers.

a. How much safety inventory of a popular variant jg
required at a large or small dealer?

b. What is the safety inventory required if inventory for the
popular variant (for both large and small dealers) is cep-
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 the uncommon variant.

f. How should Toyota structure inventorics oiven its regional
warehouses? :






