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The decision

On 8 February 2024, Mettler-Toledo reported that fourth-quarter sales had been affected by
approximately $58 million of shipping delays “with a new external European logistics service
provider.” Management expected the delayed sales to be largely recovered in the first quarter
of 2024. The company did not explain the root cause, identify the provider, disclose the affected
products or routes, or report what corrective actions it was considering. [S1], “Fourth Quarter
Results,” and [S2], ltem 7, Overview.

The timing mattered. Mettler-Toledo sells precision instruments and related services across
laboratory, industrial and retail markets. Products and spare parts move through regional
logistics centers, and the company disclosed that some logistics activities are outsourced. A
significant disruption can keep it from meeting demand; it warned that customers could switch
to competitors even after an interruption is resolved. [S2], Item 1 and Item 1A, “Our ability to
manufacture and deliver products and services may be disrupted.”

For this exercise, assume the CEO asks a strategy team to recommend how Mettler-Toledo
should govern and design the European distribution network after the delays became pubilic.
The team must choose amonag:

1. Retain the external provider and strengthen governance through clear operating
reviews, shipment visibility, escalation and recovery protocols.

2. Add targeted redundancy for selected critical flows, such as qualified backup carriers or
routes, reserved capacity, or limited inventory buffers.

3. Bring selected logistics capabilities in-house, such as planning or network coordination,
and assess whether any execution activity should follow.

These are classroom alternatives, not disclosed company plans. Recommend one path and
explain what evidence would change your decision. Do not assume that the provider caused the
delays or that the $58 million was permanently lost.

Strategy & Finance | S&F-STR-381



A precision business with a broad service network

Mettler-Toledo sells precision instruments and related services. Its 2023 Form 10-K described a
global business diversified by geography, product range and customer. The company’s services
include repairs, regulatory-compliance qualification, calibration, certification, preventive
maintenance and spare parts. [S2], Item 7, Overview and Net Sales.

The distribution question therefore extends beyond moving finished instruments. Spare parts
and service activity help support customers’ installed equipment, and Mettler-Toledo describes
its global sales and service network as part of its offer. The public disclosures do not show how
quickly individual customers need a part or replacement instrument, which products are most
time-sensitive, or whether all European flows use the provider associated with the delay.

Management described the provider as “new,” but the company did not say whether it replaced
an earlier provider, supplemented existing capacity, or changed the transition design. The filing
reports that a large portion of products and spare parts are distributed through regional
logistics centers, with certain logistics activities outsourced. It also notes that many products
are manufactured at single locations with limited alternate facilities. [S2], Item 1A, printed p.
18.

A difficult year and a delayed shipment estimate

For full-year 2023, Mettler-Toledo reported net sales of $3.788 billion, down 3% in U.S. dollars
and local currency. Product sales declined 7% in U.S. dollars, while service revenue, including
spare parts, increased 10%. Management described 2023 as challenging after two years of
strong growth, citing weaker demand in core segments-especially pharma and biopharma-and a
significant decline in China during the second half. [S1], “Full Year Results”; [S2], Item 7,
Overview and Results of Operations.

The company estimated that shipping delays with the new external European logistics provider
affected about $58 million in net sales. It estimated that, without those delays, local-currency
sales would have declined about 1% rather than the reported 3%. Management expected the
delayed sales to be largely recovered in Q1 2024. All three statements are company estimates.
They do not establish a permanent loss, profit or cash impact, the amount eventually shipped,
or provider causation. [S2], Item 7, Overview, printed p. 34.

The fourth quarter was weak across regions: reported sales declined 6% in the Americas, 11%
in Europe and 19% in Asia/Rest of World. In the full year, Europe was flat in U.S. dollars, the
Americas declined 1%, and Asia/Rest of World declined 9%. Reduced demand and foreign
exchange were among the broader pressures described by management. [S1], “Fourth Quarter
Results” and “Full Year Results.”

The evidence leaves room for competing explanations. The provider’'s onboarding or execution
may have mattered. Broader transport capacity, route disruption, internal planning or
information systems may also have contributed, alone or together. In the 10-K, Mettler-Toledo
separately warned that Red Sea and Suez shipping disruptions could cause higher costs,
surcharges, delays and reduced capacity; it did not attribute the European delay to those
events. [S2], Item 1A, printed pp. 15 and 18.
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Exhibit 1. Selected company results and disclosures

Measure Reported information available
by the cutoff

FY2023 net sales $3.788 billion; down 3%
reported and local currency

FY2023 product sales Down 7% in U.S. dollars; down
6% in local currency

FY2023 service revenue, including spare parts Up 10% in U.S. dollars and
local currency

Q4 2023 net sales $935.0 million; down 12%
reported
Shipping delays associated with new external European logistics provider Approximately $58 million of

sales, per company disclosure

Management’s expected recovery timing “Largely” in Q1 2024; forecast
at the cutoff

Sources: [S1], Q4 and Full Year Results; [S2], ltem 7. Growth rates and delay amount are
company-reported; no customer-level, lane-level or profit data were disclosed.

What resilience might require

Operational research offers a way to frame the options, but not a company-specific answer.
Tomlin’s analytical model studies a firm using an unreliable, cheaper source and a more
reliable, costlier source for one product. It compares accepting the risk, holding inventory,
shifting sourcing and rerouting when backup capacity can respond. The model’s best strategy
changes with disruption frequency and duration, supplier capacity, the cost of protection and
the backup’s flexibility. It is a stylized production-sourcing model, not a study of
Mettler-Toledo’s logistics provider or a forecast of its costs. [Al], pp. 642-655.

Kahiluoto, Makinen and Kaseva studied archived purchasing and sales data from 27 stores in
one Finnish grocery chain across two product disruptions. They found that supplier diversity
associated with different responses to a shock sometimes explained sales maintained during
disruption better than a simple count of suppliers. Their results suggest testing whether backup
providers or routes are exposed to different risks. The study is retrospective, covers two grocery
products in one chain and does not establish effects for precision instruments, logistics
providers or Mettler-Toledo. [A2], pp. 275-287.

The unresolved choice

Each alternative has costs and uncertainties. Retaining the provider may preserve an operating
arrangement while Mettler-Toledo clarifies responsibilities and verifies recovery processes.
Targeted redundancy may reduce dependence on a single route or provider but could add
capacity fees, inventory and coordination burden; a nominal second provider may not help if
both depend on the same port, labor pool, IT system or transport capacity. Insourcing could give
Mettler-Toledo more direct control over planning or execution, but the public record supplies no
cost, capability or transition information to show where that boundary should lie.
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The company did not disclose the provider’s identity, contract terms, service record, root-cause
analysis, affected products or routes, backup capacity, customer-level consequences, or the
economics of an internal logistics capability. It also did not report how much of the $58 million
was merely delayed versus permanently lost, its associated margin, or whether the forecast
recovery occurred. Treat these as gaps to address, not facts to fill in.

Assignment: Prepare a two-page recommendation for the CEO. Choose an alternative, state
the conditions that support it, identify the measures and evidence you would require before
committing resources, and explain what findings would cause you to change course. Separate
reported sales timing from profit, customer impact and long-run demand.
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Discussion questions

1. What evidence supports a provider-specific problem, and what other explanations remain
plausible?

2. Which flows, products or customers-if any-would justify resilience measures beyond the
current arrangement? What information is missing?

3. How could Mettler-Toledo test whether a second route or provider is genuinely independent
of the first?

4. What capabilities belong in the company, with the logistics provider, or in a shared
governance process?

5. Which operating indicators should management monitor, and how should it distinguish
shipment recovery from restored customer service?
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