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Procedures for Implementing Labor Scheduling Program (LSP)
and its Considerations
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Abstract Although the business conditions has shown a modest recovery position, the market environment
surrounding the retail distribution industry still remains in severe situation due to the stagnated personal
consumption growth and the lowered profitability caused by the deflation. Under such circumstances, it
will be the urgent challenges for distributor firms to strengthen and maintain their own competitiveness
and to reduce costs to generate profits growth. It may be said that the distributor firms have been inter-
ested in the “enhancement of efficiency” such as measures of the gross margin, the gross profit per man—
hour instead of the “enhanced effectiveness (revenue)” especially since the burst of bubble economy. Ma-
jor costs in the firm’s business activities is the labor costs (according to the statistics by the Small Busi-
ness Administration (SBA), the average value of labor costs to revenue in the retail business industry is

19.9%, to SG & A is 56.5%), and it becomes an urgent challenges to control store the store personnel cost
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(total labor hours).

Generally speaking, however, the reduced labor cost will tend to the reduced quality of customer service
and revenue (alternatively, the more the customer service and revenue are improved, and the higher the
labor costs increase). Under the situation where the dramatic increased revenue cannot be expected, it will
be important for firms to seek two contrary measures, “reduction of labor costs” and “enhancement and
continuation of the quality of customer services and profits”, rather than either of them.

Seeking both efficiency and effect at the same time is not a new concept. In the United States, this is the
fundamental concept in chain—store operations and has been widely penetrated as “Labor Scheduling The-
ory”.

In Japan, the grocery store chains have played a central part in efforts over for the past dozen years or
so, however, not many distributor firms have enabled to continuously practice that theory because of the
barrier of the workload in the preparation phase such as the work standardization and the quantification of
work volume.

In this report, the author introduces the case study in applying the solution package OpenPSS** to a big
specialty store “A” company to explain the procedures for implementation of Labor Scheduling Program

(LSP) and considerations to taken accounts.
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