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By shipping one less unit from Denver to Los Angeles, we are falling short of meeting the demand 
requirement for Los Angeles by 1 unit (from 3,000 to 2,999). Hence, moving down the closed path 
to the Milwaukee–Los Angeles cell and increasing the units shipped in that route by 1 (from 2,000 to 
2,001) will bring us back to the original demand requirement for Los Angeles. Yet, by shipping this 
one additional unit from Milwaukee to Los Angeles, we are increasing the total units shipped from 
Milwaukee to 3,001, which is more than 3,000 units of capacity available at the Milwaukee location. 
Therefore, we move right in the closed path to the Milwaukee–Cleveland route and place a – sign to 
reduce the units shipped in that route by 1 unit (from 1,000 to 999) to meet the capacity constraints 
at Milwaukee. Note that we had increased the total units shipped to Cleveland to 2,001 when we 
decided to evaluate the Denver–Cleveland route by shipping 1 unit in that route. The reduction of a 
one-unit shipment in the Milwaukee–Cleveland route also reduces the total units shipped to Cleveland 
to the original demand requirement of 2,000 units. The evaluation of the Denver–Cleveland cell 
(route) is represented schematically in Figure B.5.

FIGURE B.6: Transportation Matrix for the Evaluation of the Denver–Cleveland Route for 
Orion Electronics Using the Stepping Stone Method
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FIGURE B.5: Evaluation of the Denver–Cleveland Cell
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Step 4: We calculate an improvement index for the Denver–Cleveland cell (route) by first summing 
the unit costs in the cells with a plus sign in the closed path, and from the resulting sum, subtracting 
the sum obtained by adding the unit costs in cells containing a minus sign. The results are:

(3 + 7) – (3 + 4) = +3

The result of +3 tells us that for every additional unit shipped in the Denver–Cleveland route, the total 
transportation cost will increase by $3 from the current level of $35,000.

Since the improvement index has a positive value, we go to Step 5.


