Unit 8 – Logistics Requirements Planning [LRP]
What is Logistics Requirements Planning SU 8 pg. 78-79; par. 8.1
LRP = scheduling technique ensuring right goods are available at right place & time in right quantities.
Combination of materials requirement planning [MRP] & distribution requirements planning [DRP] applied to distribution, feeder & manufacturing inventories.
Emphasis on integration of distribution & manufacturing's inventory planning = right supplies available when needed
Can save company money when implemented correctly
Dependent & Independent Demand SU 8 pg. 79; par. 8.2 & TB Ch. 7 pg. 154
Independent demand: item's demand is not related to/dependent on the demand for any other item.
Cannot be calculated - Estimate by means of forecast. E.g. Finished/final goods / maintenance spares.
Dependent demand: items with demand related to other items. E.g. raw/packaging material, subassemblies
No forecast – Calculated based on demand for final product.
(in)dependent demand ensuring supplies are available when needed not allocated after becoming available
The Scope of LRP SU 8 pg. 80-81; par. 8.3
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See full Fig. 8.1 pg. 80

Starting Point of DRP = Identify where & when individual stock-keeping units [SKUs] are needed by:
· Analysing actual customer demand for SKUs by service location (demand per geographic region)
· Aggregated, time-phased requirement schedule at echelon (depot, warehouse, factory) are
· Communicated back to production via MPS
Variables Required for Implementing LRP SU 8 pg. 81; par. 8.4
Variables & requirements to drive LRP process (mainly info to implement): 
· Final products' independent demand – forecasting techniques (historical sales & statistical/known factors)
· Variability of independent demand – determines safety stock levels for each SKU
· Lead time – period between placing & receiving order determines reorder point
· Order quantity – EOQ depends on volume discounts, inventory carrying cost & ordering costs
· Determined safety stock levels of all SKUs
Procedure for Implementing LRP SU 8 pg. 82; par. 8.5
1. Distribution (Independent demands & DRP)
2. Demand forecasting for as short time unit as possible (e.g. weekly)
3. Calculate how long (days/weeks) current stock will last
4. Deduct safety stock requirements
5. Add stock in transit
6. Calculate date safety stock will be reached (= date new batch should arrive)
7. Calculate date of shipment/receipt of final product (allow for lead time)
8. Plan production via MPS
9. Calculate raw materials delivery
10. Calculate date of shipment/receipt of materials (allow for lead time)
[image: ]Figure 8.2 Procedure for LRP

Advantages of LRP SU 8 pg. 83; par. 8.6
Correct & effective implementation of inventory planning integration (through LRP) can save millions of rand
Marketing Benefits: SU 8 pg. 83; par 8.6.1
· Proper planning to meet demand =  service levels through timely deliveries =  complaints. 
· Enables planning ahead for promotions/new products & effectively launching relevant campaigns. 
· Enables beforehand knowledge of product unavailability  avoid aggressive marketing of low stock levels. 
·  Intrafunctional relations as all departments are working on the basis of the same data & MPS.
Logistics Benefits: SU 8 pg. 83; par 8.6.2
· Fewer urgent deliveries at high rates & improved load planning =  Transport cost to distribution centres 
·  Inventory levels. (Using up-to-date info, LRP fairly accurately predicts what & when needs). 
·  Inventory levels =  Warehouse space required.
· Monitoring stocks = Improved obsolescence control by timely warnings. 
· Right stock = Fewer overdue orders =  costs of distributing goods from centres to customers. 
·  Coordination & working relationships between distribution & manufacturing.
Practical Application of LRP 
[bookmark: _GoBack]See study unit 8 study guide page 83-87; par. 8.7 & subsequent tables.
Self-Evaluation Questions SU 8 pg. 88; par 8.8 - References

MRPI
Material Requirements Planning


Computer-based production & inventory control system


minimise inventories while maintaining adequate supply of production materials


MRPII
Materials Resource Planning


Extends MRPI to include all resources & activities involved in planning & control of production operations


E.g. production planning, resource req. planning, master production scheduling, MRP, shop floor control, purchasing


DRPI
Distribution Requirements Planning


System of determining distribution centre's demand & consolidating info backwards


input for production & material system (mirror image of MRP, same logic & tools)


planning availability of all production resources & materials


Materials requirements = stock required for production


All org. levels Input  demand forecast  Master Production Schedule [MPS]  MRP


Objective = effective communication & planning link between manufacuring & distribution


DRPII
Distribution Resource Planning


Planning of key resources in distribution system


E.g. warehouse space, human resource req. transport capacity, financial flows


Planning availability of final product


Distribution requirements = stock required to serve final customers
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