J. Korea Saf. Manag. Sci. Vol. 17 No. 1 March 2015 ISSN 1229-6783(Print) 265
http://dx.doi.org/10.12812/ksms.2015.17.1.265 ISSN 2288-1484 (Online)

=7 AE 58 2 A1 FAFo] S70]Eel nAe 9%
L L TR e B R S B2
"F)EZAXHPOIE t® AHHE
"H Ao} FHUs . AAgAZF 8
R g Ak 7 o 3 et

Effect of Distribution Center Consolidation and Inventory

Reduction on Logistics Cost

In—Kyu, Park” - Sung—Woo Kang™ - Kyung—Sik Kang™
*Representative Consultant Logismate Co.

“Industrial and Manufacturing Engineering, The Pennsylvania State University

*kk

Department of Industrial & Management Engineering, Myongji University

Abstract

In industrial society, the core competency of company was depend on the productivity. However the
knowledge information era of the 21st century, the market power moved to downstream, the core
competency of company is moved from productivity to how to make the products meet the market.
Inventory was the burden of the company management. Most of company trying to reduce the
inventory. In this study, analyze the impact of inventory to company's operating profit and the impact of
distribution center consolidation to total inventory of company.
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<Table 1.1> Comparison of functional logistics
cost ; Korea, Japan, USA

2011

Total 100.0

Transportation Cost 58.4

Stock Holding Cost 28.8

Korea Packing Cost 7.0
Loading&Unloading Cost 3.5
Information&managing Cost 2.3

Total 100.0

Transportation Cost 57.7

Japan .

Stock Holding Cost 15.1

ETC 27.2

Total 100.0

Transportation Cost 48.8

Stock Holding Cost 22.7

USA Order Management Cost 3.9
Operation Cost 2.4

Stock Maintenance Cost 22.3

Source Korea International Trade Association "2011,

Research of Logistics Cost on Korean Company ( 2014.01)"
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<Table 3.1> 1st Distribution Center Cost

Monthly cost

Consideration

DC

Rental Cost

275 Million won

DC space : 11,000Pyung
Rental cost/Pyung : 25,000Won

Labor Cost

244 Million won

Labor : Regular20, temporary 58

Inventory

carrying cost

228 million won

Stock amount of money 61billion won

interest rate : 4.5%
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<Table 3.2> Comparison of 1st DC & 2nd DC

1st DC 2nd DC Consideration
DC Space 11,000Pyung 5,000Pyung
DC Rental
C te/;/[a 275 million won 125 million won Monthly Rental cost/Pyung : 25,000won
0S

Labor cost/M

244 million won

141 million won

Labor : regular20, temporary 58(1st DC)
regular12, temporary 33(2nd DC)

Inventory
carrying

cost /M

228 million won

131 million won

Stock amount of money;61billion won(1st DC)
35billion won(2nd DC)
interest rate : 4.5%

Monthly total

747 million won

397 million won

Grand total

8,960 million won

4,760 million won
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<Table 4.2> Leverage Effect

AS-IS reduce 20%

Reduced amount Consideration

DC Rental Cost/M 275 million won 220 million won

55 million won Monthly Rental cost/Pyung : 25,000won

Labor cost/M 244 million won 219 million won

Estimation of Labor cost

¢ regular20—>20 %/ 0.8 = 18
. temporary 58 —>58X 0.8=52
25 million won
Labor cost

. regular:3.8 million won/m

temporary 2.9million won/m

Inventory carrying

228 million won 183 million won

- Stock amount of money;61billion won
45 million won

cost /M interest rate : 4.5%
Monthly total 747 million won 622 million won 125 million won
Grand total 8,960 million won | 7,460 million won | 1,500 million won
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