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Distribution Requirement Planning

Before an example that llustrates DRP is provided, it is important to understand several
related terms:

Shipping quantity, also called lot size, is the number of products, or a multiple thereof,
ordered by a distribution center whenever it places an order at the manufacturer. For
example, if the shipping quantity is 100 units, the distribution center orders 100 units or 200
units or 300 units.

Lead time is the time period between the placement of an order and the receipt of that
order. For example, if a distribution center placed an order for 200 units today and the lead
time is 3 weeks, those 200 units wil arrive after 3 weeks from today.

Safety stock is the minimurn level of inventory that the distribution center wishes to
maintain. For example, if the safety stock is 50 units, the distribution center tries to maintain
at least 50 units in the inventory at any time. The safety stock helps the distribution center to
deal with a problem such as late delivery.

Planned receipt is the number of products received in a given period.

Planned order release is the number of products for which an order is placed in a given
period.

Consider the following example of DRP for the next 8 weeks for a distribution center for a
specific product. The initial on-hand inventory of the product is 80 units. The shipping
quantity is 100 units, and the lead time is 3 weeks. The safety stock is set at 20 units.
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