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THE PROBLEM & SOLUTION OF

SUPPLY CHAIN

TRADITIONAL MRP VS. DEMAND DRIVEN MRP SIMPLIFIED

TRADITIONAL MRP

We are asked to predict when we will reach an inventory level that is almost too little, and

arrange inventory to arrive just prior to reaching that level.

But our prediction is based on precisely wrong information, which guarantees that we will have
to constantly keep adjusting our precise dates and quantities until all variability has occurred.
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In traditional MRP, our demand prediction (forecast) is
reduced to one single digit, which we know will be wrong.

PRECISE SUPPLY PLAN
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With frequent customer changes, we find ourselves reacting earlier to
the volatility and constantly revising and updating our original plan.

The dependency designed into our traditional
MRP systems causes every single change to result
in a change to every related component.

DEMAND DRIVEN MRP

Demand Driven MRP starts by positioning inventory in strategic locations, to
break the need for precision into shorter planning horizons.

We continue with a single-digit prediction, but we use it as one of many inputs
to a planning process that results in an expected on-hand range of inventory.
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Because we've reduced the timeframe and the complexity
of the supply chain between the strategic inventory positions,
our visibility is enough to see much of the relevant variability.

When we break our long string of dependencies into smaller segments, we can better manage those
segments because our visibility is improved, and our efforts can achieve a winning outcome. Since we
no longer precisely tie the expected event of some months in the future to today's exact actions, we
aren't forced to change our plans every single time that future event varies.

Less chaos and better flow results in lower costs and higher performance.
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