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IMPLEMENTING A SET OF WORLD-CLASS LOGISTICS PERFORMANCE INDICATORS
IS A PRE-REQUISITE TO ANY ORGANIZATION BEING ABLE TO ACHIEVE
WORLD-CLASS LOGISTICS

World-class measures lead to world-class behaviours.
Cost reduction focus measurement, followed by cost reduction practices
Service measurement orientation, the practises will be service-oriented
If the measures are balaced between service and cost, the practices will follow

If there are no measures, there will be no performance.
What gets measured gets improved

People behave based on the way they measure



Logistics

* |Includes five interdependent processes:
— Customer Response
— Inventory Planning and Management
— Supply
— Transportation and Distribution
— Warehouse or DC operations

» Logistics Scoreboard Framework



Financial
Indicators

Productivity
Indicators

Quality
Indicators

Logistics Performance Measures Matrix

Response Time
Indicators

Customer Total response cost Customer orders per person  Order entry accuracy Order entry time
Response Response cost per customer hour Status communication Order processing time
order accuracy
Invoice accuracy

Inventory Total inventory cost Inventory turns Fill rate
Planning & Inventory cost per SKU SKUs per planner Forecast accuracy
Management
Supply Total supply cost POs per person-hour Perfect PO percentage Purchase order cycle time

Supply cost per PO SKUs per nuyer
Transportation  Total transportation cost Stops per route On-time arrival percentage In-transit time

Transportation cost per mile  Fleet yield Damage percentage

Container capacity Miles between accidents
utilization

Warehousing Total warehousing cost Units per person hour Inventory accuracy Warehouse order cycle time

Warehousing cost per piece Storage density Picking accuracy

Warehousing cost per Shipping accuracy

square foot Damage percentage
Hours between accidents

TOTAL Logistics expenses Perfect orders per logistics  Perfect order percentage Total logistics cycle time
LOGISTICS Logistics profit FTE

Logistics asset value
Logistics asset turnover
Logistics capital charges
Total logistics cost
Logistics cost-sales ratio
Return on logistics assets
Logistics value added




Financial Measures of Logistics Performance

Logistic
Financial
Measures

Corporate Logistics

Financial Financial

Measures Notation Measures Notation
Revenue R

Expenses E Logistics expenses LE

Profit P=R—-E

Asset value AV Logistics asset LAV

value

Asset AT = R/AV Logistics asset LAT = R/LAV
turnover turnover

Asset ACR
carrying rate

Corporate cccC Logistics capital LCC = LAV X
capital charges charges ACR

Total TCC = Total TLC = LE + LCC
corporate E + CCC logistics
cost cost (TLC)

Cost-sales CSR = Logistics cost-sales LCSR = TLC/R
ratio (E+CCC)/R ratio

Return on ROA = P/AV Return on ROLA = LP/LAV
assets logistics assets

Economic EVA = Logistics LVA =

value added

P — (AV X ACR)

value added

P — (LAV X ACR)




Total
distribution
costs

Trunking
costs

Costs

Inventory
costs

Outlet costs

T——— Local delivery

costs

Order
processing costs

Number of outlets
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Financial Measures of Logistics Performance

Logistics costs as a percentage of sales for various industries
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Productivity Measures of Logistics Performance

Logistics Resources Logistics Processes

Workforce Customer Response Logistics Output
Space Inventory Magagement Perfect Orders
Inventory Supply Storage Capacity
Transport Systems Transportation Information

Logistics Information Systems Warehousing
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Productivity, = Output, / Consumption,

Utilization, = Output, / Capacity,



Productivity Measures of Logistics Performance

Logistic
Productivity
Indicators

Productivity
Process Output Resource Indicator
Customer Customer Person-hours Customer
response orders orders per
processed person-hour
Inventory Sales Investment Inventory
planning and in inventory turnover
management
SKUs [P&M headcount SKUs per head
Supply Purchase Person-hours Purchase orders
orders placed per person-hour
SKUs SUPPLY SKUS per head
headcount
Transportation Volume Volume Vehicle
occupied availability utilization
Sales Fleet Fleet yield
shipped investment
Warehousing Inventory Square Storage density
on hand footage = inventory per

Units shipped

Person-hours

square foot

Units per person-hour




Productivity Measures of Logistics Performance

Transportation Productivity Ratios

Productivity Utilization
Resource [nput Output Ratio Indicator
Vehicle Operating Delivered dollars, Dollars per hour, Percent of time

operators hours

Vehicles Operating
hours

Containers  Weight
capacity,
cube
capacity

Fuel Gallons

orders, pounds,
cube

Delivered dollars.

orders, pounds,
cube

Delivered dollars.

orders, pounds,
cube

Delivered dollars,

orders, pounds,
cube

orders per hour,
pounds per hour,
cube per hour

Dollars per hour,
orders per hour,
pounds per hour,
cube per hour

Dollars per available
Ib. or CF, orders
per available 1b.
or CF

Dollars per gallon,
orders per gallon,
pounds per gallon,
CF per gallon

in value-added
activities

Percent of time in
value-added
activities

Weight capacity
utilization, Cube
capacity
utilization

Percent of empty
miles, percent of
idle time




Productivity Measures of Logistics Performance

Logistics Productivity Gap Analysis

Customer
Orders per
Person-Hour

DC Units per

Inventory
Person-Hour

Turns

Storage

: Planning SKUs
Density

per FTE

Vehicle Purchase
Utilization Orders per
Person-Hour



Quality Measures of Logistics Performance

* Perfect Order Percentage (POP)

Perfectly entered (the entry is exactly what the customer wants) by the
means (telephone or direct entry) the customer desired in a single entry

Perfectly fillable with the exact quantity of each item available for
delivery within the customer-specified delivery window
Perfectly picked with the correct quantities of the correct items

Perfectly packaged with the customer-designated packaging and
labelling

Perfectly shipped without damage

Perfectly delivered in the customer-designated time window and to the
customer-designated location

Perfectly communicated with order status reports available 24 hours
a day

Perfectly billed with on-time payment

Perfectly documented with customer-specified documentation means,
including paper, fax, EDI, and/or Internet



Quality Measures of Logistics Performance

e Customer Response Quality Measures

The principal indicators of quality in customer response (CR) are

Order entry accuracy (OEA) =

Orders entered exactly as specified by the customer

Total orders entered

Order status communication cccuracy =
Orders for which order status 1s communicated correctly

Total orders with status communication requests

[nvoice accuracy =
Invoices with perfect match of items, quantities, prices, and totals

Total invoices



Quality Measures of Logistics Performance

* Inventory Management Quality Measures

— Fill rate
Measure Definition Conversion
Unit fill rate (UFR) Units shipped/
Units requested
Line fill rate (LFR) Lines shipped complete/ LFR = UFR!
Lines requested
Order fill rate (OFR) Orders shipped complete/ OFR = LFR'»

Orders requested

— Forecast Accuracy
— Supply Quality Indicators
— Transportation Quality Indicators



Quality Measures of Logistics Performance

 Warehouse Operations Quality Measures

[nventory accuracy =

Number of warehouse locations without discrepancies

Total number of warehouse locations
Picking accuracy =

Number of lines picked without errors

Total number of lines picked

Shipping accuracy =
Number of lines shipped without errors

Total number of lines shipped

Warehouse damage percentage =

$ Value of warehouse damages per year

$ Value shipped per year



Cycle Time Measures of Logistics Performance

The total logistics cycle time (TLCT) includes order entry time (OET), order
processing time (OPT), purchase order cycle time (POCT), 1f the product 1s
not available from stock), warchouse order cycle time (WOCT), and in-
transit time (ITT).

TLCT = OET + OPT + [POCT X (1-OFR)] + WOCT + ITT



Logistics Performance Gap Analysis

Logistics Cost-
Sales Ratio

Logistics

Inventory
Cycle Time

Turns

Planning SKUs
Perfect Order per FTE

Percentage

Storage
Density



Logistics Performance Gap Analysis

Can be used to

1.

ldentify logistics strengths and weaknesses in
logistics audits

Benchmark performance versus internal and
external organizations

Select from among competing vendor
proposals

Justify logistics projects



Logictics Organization Cost-Service Classification
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ASSIGNMENT

e Case study of logistic performance
measurement.

* Group: 2 — 3 Students.

* Presentation: 30 April 2014



