
DRP
Distribution

TECHNISCHE HOCHSCHULE DARMSTADT
Fochbereich 1

G e s a m t b i b l i o t h e k

Bet r i ebswi r tschaf ts lehre
Invemar-Nr.
Abstell-Nr.
Sachgebiete

..A.QKIJ3LL.

£

Resource Planning

Distribution Management's
Most Powerful Tool

Andre J. Martin

Written With Darryl V. Landvater
Foreword By Oliver Wight

Oliver Wight Limited Publications, Inc.
85 Allen Martin Drive
Essex Junction, VT 05452

Prentice-Hall, Inc.
Englewood Cliffs, NJ 07632



Table of Contents

Foreword xi

Acknowledgements xv

How To Use This Book xvii

Chapter 1 Introduction 1
Perspectives 1
Results 3
Benefits 4

Chapter 2 The Problem 11
Out of the Frying Pan 11
The Order Point Solution 13
Summary 24

Chapter 3 The Solution 27
How DRP Works in Distribution Centers 27
Using DRP in Production Planningand Master Scheduling 41
Using the Master Schedule to Form an Interface Between

Distribution and Manufacturing 49
DRP Versus the Order Point 52
Conclusion to the First Three Chapters 60

Chapter 4 Some of the Tools For DRP 63
DRP/MRP Display 64

Descriptive Information 66
Action Messages 84
Planning Horizon 87

Master Schedule Display 89
Descriptive Information 89



Vlll

Time Phased Information 90
Action Messages 91

Pegging 98
Firm Planned Order 100
Using DRP to Manage a Large Number of Products 108

Chapter 5 Transportation Planning 111
Using the DC Transportation Planning Report 115
Recognizing Backhaul Opportunities 121
Opportunities For Shipment Consolidations 122
DRP and DC Shipping Schedules 122
Do's and Don'ts in Transportation Planning 127

Chapter 6 Solutions to Specific Distribution Situations 129
Seasonality, Promotions, and Special Sales Offers 129
Stock Build-Ups and Depletions 138
Creating a New Distribution Center 144
Phasing Out a Distribution Center 146
Rearranging the Distribution Network 151
Creating Regional Distribution Centers (RDCs) 151
Controlling Obsolescence 159
Handling Customer Orders For Future Delivery 162
Handling Back Orders 165

Chapter 7 Financial Planning and Budgeting, and
Simulation 167

Financial Planning and Budgeting 168
Predicting Inventory Investment By Location 169
Predicting Transportation Costs to the DCs 173
Predicting Warehouse Space Requirements 174
Predicting Labor Requirements and Equipment Needs 175

Simulation 177
Simulating Different Distribution Networks 178
Simulating Different Sales Patterns 181
Simulating New Product Introductions, Acquisitions,

and Mergers 181
Simulating Different Modes of Transportation 182



ix

Chapter 8 DRP In the Retail/Wholesale Business 183
The Built-in Amplifiers In "Inventory Control'' 184
Using DRP to Reduce Amplification 190
Modeling the Real World 194

Chapter 9 Forecasting 199
The Use of Data In Forecasting 200
Forecasting Techniques 202
Forecasting For Distribution Centers 208
Responsibilities For Tracking Forecast Errors 210
Who Should Be Responsible For the Forecast 212

Chapter 10 Management Issues 217
Respect For the Numbers 218
The New Need For Education 218
The Difference Between Planning and Execution 219
Working to a Common Game Plan 219
Making the Right Choices 220
Improving Communications 221
Better Management and the Development of People 221

Appendix 1 223
Inventory Record Accuracy

Appendix 2 226
Methods For Posting Distribution Demands to the Master

Schedule

Appendix 3 229
Methods For Handling Changes in Supplying Distribution

Centers

Appendix 4 234
Methods For Planning DC Shipping Schedules

Appendix 5 236
"Push" Versus "Pull" Distribution



Appendix 6 241
Examples of Using MRP and Other Approaches at Plant

Level

Appendix 7 246
DRP Detailed Implementation Plan

Glossary 267

Index 285


