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To aid financial planning, MRP II creates a cash flow forecast by calculating the cost and payment 
dates of all planned order releases for components resulting from MRP explosion. This cash flow fore-
cast, in addition to payments to suppliers, also includes cash outflows associated with wages, power 
consumption, and other consumables associated with production. Furthermore, MRP II simplifies the 
budgeting process by projecting cash outflows for a year or more. It also organizes financial expendi-
tures by expense category or by work center.

Many large companies, such as The Ford Motor Company (Dearborn, MI) and Caterpillar Inc. 
(Peoria, IL), use MRP II capabilities to run their manufacturing operations. Nevertheless, as a compre-
hensive, computer-based system, MRP II is expensive and can be scaled up to include many submod-
ules, including those for materials handling, production process scheduling, reorders, and machine 
scheduling. Not all companies will need all of these modules or components of the MRP II system. 
Therefore, depending on the needs of the company and how it plans and controls its business, MRP 
II systems can be customized to some extent by adding only those modules that the company needs.

18S.3 Enterprise Resource Planning (ERP)
MRP II overcomes many limitations of the traditional MRP systems by integrating the manufacturing 
process with tasks such as capacity planning, demand management, production scheduling, and distri-
bution. Yet, even MRP II is geared primarily to serve the needs of the manufacturing function within 

FIGURE 18S.3: Addition of Open Loop Inputs to an MRP System
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