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MRP (Material Requirements Planning)
and the Precision Dilemma

In Material Requirements Planning, everything is started (or triggered) by the customer order.
The customer order is the endpoint. Or more accurately, the desired outcome.

Where do most journeys start? “At the beginning,” comes the confident answer. But in fact,
most “beginnings” are started (triggered) by the desired outcome. Just like MRP. There are
really three important points to consider, with a series of points we’ll collectively call the
fourth point.
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Starting point of the last stage of the
process. In MRP, Required Production
Start Date. This is the date production
must start to achieve Point A. Based on
the product manufacturing structure, a
sum of Manufacturing lead times is used
to calculate the precise start date.
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between Point C and Point B. In MRP, all
other components are ordered based on
their Purchasing lead time such that they
arrive very near to Point B. There are many
locations on the timeline for Point D. '
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The mathematical precision causes these order
dates of Points C and D to be exactly the dates on
which they need to be ordered to arrive just exactly
at Point B. And if nothing goes wrong, if there are
no delays, if quality is good and quantity is correct,
and if the customer hasn’'t changed the due date or
quantity of the order, then all should be fine.

But really, Point B is the “scramble point”. Anything
at all can go wrong, and there is an expectation to
correct it by Point B. Clearly those doing the
scrambling can see the problem.

| think we can all agree that, due to inherent
variability, “precision” is only valid for a short period
of time. Any change in quantity or timing means
that everything changes. Precision requires
stability. Yet Variability is everywhere and is
also the enemy of stability.

You see, we know Precision
doesn’t work. We prepare and

adjust for it every day.

No matter what your plan is, you will have to adapt
to the actual continuity of supply and the actual
variability of demand.

. Agility is required.

. Adaptability is required.

. Responsiveness is required.
Whichever word you choose, Precision isn’t
compatible with it.

So why do we continue to pursue Precision?
Most of us believe that if all the stars align and all
the disruptions will take a break, then
mathematically, precision works. To quote from the
movie Caddyshack: “Well, .... we're waiting.”

Let me use an analogy. Four friends and | are going
to a baseball game. | live the farthest away (Point
C) so I'm driving. Here’s my plan.

« l'llleave home 40 minutes prior to our desired
arrival at the ballpark (Point B). This means I'll
be at Bill's house 10 minutes later, leaving us
30 minutes before arrival at the ballpark.

. From Bill's house, I'll head to Mark’s house
arriving there 12.5 minutes later leaving us
17.5 minutes until the scheduled arrival.

. Next stop, 7 minutes from Mark, is Tom’s
house, where we pick up Tom and his son which
completes our group.

. We now have 10.5 minutes to get to the
ballpark at our desired arrival time. Luckily, that
is precisely the time it takes to get from Tom'’s
house to the ballpark.

. Sowe should arrive just when the game is
starting (Point A). Bill, Tom, and Mark’s houses
are Points D.

Can you see a problem with this plan? Leaving
aside the time for parking at the ballpark and any
other tasks (stop by Will Call for the tickets), what
might go wrong with my plan?
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Bill was ready right on time. Perfect. Good start. Mark was about 4 minutes late. Tom and his son were ready early,
so were a little upset about the delay. By being ready early, they thought they could make up for any delays. But
while delays accumulate, gains never do. Also, | forgot to allow any time for greeting and getting settled in the
car.

You see, we know Precision doesn’t work. We prepare and adjust for it every day. We leave for work 15 minutes
before our arrival, even though we know it only takes 10 minutes to drive there. And the longer the trip, the more
time we allow for delays and variation. We don’t incorporate this same thinking when it comes to supply chain,
because the tools we use don't allow for it.

Time for a new tool. Stop trying to force more precision into a world that is becoming less precise by the minute.

Demand Driven MRP accounts for the variability and uses shorter windows of time where precision can work,
allowing us to be roughly right instead of precisely wrong. Calming the chaos and creating an adaptive, agile, and
responsive space within the boundaries of our disruptive and changing world. Explore more at
BecomeDemandDriven.com or contact John@BecomeDemandDriven.com.
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