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Drum Buffer Rope and Buffer Management in a
Make-to-Stock Environment

Introduction

During the 80ies, Drum Buffer Rope assumed a make-to-order (MTO) environment. Since
many implementations of DBR had at least some make-to-stock (MTS) production, we
simply transformed a stock order into an MTO by giving it a due date. We probably did
not give sufficient thought to the question, ‘what due date should we give to a MTS
order? The commonly used procedure is to generate due dates based on some sort of
forecast of expected demand for the stocked item or to simply use average production
lead-time to determine the due-date. Whatever was done, every MTS order in a DBR
environment had a ‘dummy’ due date. Almost certainly, the MTS production was not all
needed on the chosen due-date. Some of the MTS was probably needed much earlier
and quite a lot was not needed until quite some time after the original due-date. The
result of dummy due-dates is a very significant impact on schedules, lead-times and WIP.

Distribution and VM| Viable Visions rely on stock — so a good MTS solution is critical to
their implementation. Since the old approach to MTS has significant weaknesses, it
became necessary to develop new, better methods to dramatically reduce them.

We need to recognize the fact that, in a MTS environment, we cannot tolerate a
bottleneck. Such a situation would soon result in too little stock and our Distribution or
VMI solutions will quickly fail or fall into disrepute. We need sufficient protective capacity
for any Viable Vision MTS solution. There can be short excursions, when the CCR
(Capacity Constraint Resource) is a bottleneck, but these cannot (must not) last.

This document will present:

Why we have an absolute need for Make-to-Stock for some of the Viable
Vision models.

The problems of batching and forecasting
Using Buffer Management in a MTS and in mixed MTS & MTO environments
Simple rules we should ‘play by’
Using MTS to build component stocks
Managing a transition to MTS or to MTO
Why Make to Stock (MTS)?
Make-to-Order (MTO) should be the normal and desired way to produce. It is the least
wasteful, since our target is to make only what the customer has ordered (and really

needs). In this day and age of increasing consumer demand for variety, MTO makes even
more sense. The increasing pace of new product introductions and product



customization, the pressures to reduce inventories and cost all scream for MTO, and yet,
MTS is often still absolutely necessary.

The non-TOC community uses MTS coupled with forecasts to gain production
efficiencies and to smooth the load on production. Both TOC and Lean communities
claim this is a flawed reason for making to stock. In the past, the problem of insufficient
computer power and data storage forced the manufacturing environments to produce
to stock because there was no practical way to link customer and low level orders. With
today’s computing and telecommunication power etc,, this is no longer valid. All the
data and information you could ever want are available almost instantaneously.

There is, of course, a very good reason why we need to produce stock. Whenever our
production and delivery lead-times are longer than the customer’s willingness to wait —
the client’s tolerance time, we must produce to stock. There are special cases, such as
demand caused by special holidays like Christmas and promotions that the company
initiates. These special cases are characterized by very high demand for a very short
period. In this article, we assume that demand fluctuates (including seasonality) within
‘reasonable’ limits without huge short-term peaks.

The Problem with MTS (from the TOC Perspective):

We cannot know whether we will ever sell all of what we produce to stock. In an MTS
environment we face the following risks:

We have to invest in significant amounts of materials that we may not sell for
a long time so that our stock deteriorates and we can no longer sell it, or the
product simply becomes obsolete. We certainly risk the loss of the materials
we employed to produce the product.

In many cases, we dump overstocks by selling it at reduced prices. In this
case, we may well lose a substantial part of demand for our newest products,
which we would have sold for the full price.

In many cases, we consume precious CCR capacity that could have been
used for a product truly needed by a customer now, instead of producing a
product we don't need right now.

Unavoidably, we end up with too much of some products and shortages of others.
Making to stock is actually a compromise between lots of inventory and no inventory. It
looks like we need to push our solution as far as possible towards having no inventory —
without risking our customers' patience because of a shortage. Our conflict looks like
this:



Refrain from
producing goods
that will not sell

soon

Wait to produce
only when demand
is crystal clear

Make money
now and in the
future

Deliver within the
time customers are Produce to stock
willing to wait

When stock levels are low, demand is much clearer
Injection: Hold very low stocks!.

The Direction of the Solution:
In an MTS environment;

Hold very low stocks, so that almost all of our stock will be sold soon; and

Replenish stocks very quickly and frequently — there should be no
batching unless absolutely necessary. Use (S)-DBR to plan production and
Buffer Management as the guide for priorities in execution. Our ability to
replenish very quickly and frequently is of course the prerequisite for very
low stocks. Our focus is on the various parts of
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