AMPLIFA PROCUREMENT GLOSSARY

Parts Shortage Management: Systematically
Identifying, resolving and preventing missing
parts

Parts shortage management refers to the systematic identification, analysis and resolution of
missing materials, components or parts in production and assembly. It combines operational
immediate measures such as replacement sourcing and prioritisation with structural preventive
measures in demand planning, materials planning and supplier management. The aim is to avoid
production stoppages, keep lead times stable and permanently eliminate the causes of parts
shortages.

Key facts

« Parts shortage management covers the entire chain from detection via immediate measures to root
cause elimination.

« Typical causes are forecast errors, incorrect planning parameters, unreliable suppliers and
incomplete bills of materials.

* Key metrics are the shortage rate, expedite rate, delivery performance and average replenishment
lead time.

* In practice, shortages are often addressed in daily or weekly shortage meetings between
procurement, materials planning and manufacturing.

- Effective prevention focuses on process capability, safety stocks, second-source strategies and
change management.

- Digital tools and no-touch order processes increase transparency but do not replace operational
escalation expertise.

Definition: parts shortage management

Parts shortage management is the sum of all processes, responsibilities and instruments that ensure
missing materials are quickly identified, prioritised, procured and avoided in the long term. It is a
cross-cutting topic between procurement, materials planning, production, quality and supplier
management.

Distinction from pure materials planning

Materials planning ensures that requirements are ordered in good time. Parts shortage management
only comes into play when, despite planning, a supply gap threatens or exists, and it complements
planning with escalation, prioritisation and root cause analysis. In practice the two areas overlap:
planners detect shortages early, buyers drive sourcing, and manufacturing reports missing parts.
Functioning shortage management deliberately organises these interfaces rather than leaving them to
chance.
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Types of shortages and causes

Shortages can be classified by cause: planning errors (wrong quantities or dates), supply problems
(delays, quality scrap, insolvency), data errors in bills of materials, blocked stock due to quality issues,
and demand deviations from short-term order changes. Several causes often interact. Clean
categorisation is the prerequisite for later cost driver analysis and targeted preventive measures, since
each cause group requires different countermeasures.

Methods and approach in parts shortage management

Effective parts shortage management follows a clear sequence: detect, assess, initiate immediate
measures, clarify the cause, prevent. The methods range from simple shortage lists to integrated
planning systems with automatic alerts.

Detection and prioritisation

Shortages are typically identified via inventory and planning systems, open production orders and
reports from assembly. Prioritisation by production relevance is important: a missing part for an order
with a firm customer deadline takes precedence over material with sufficient time buffer. In practice, a
traffic-light logic or a weighted scoring based on remaining lead time, customer criticality and
replenishment lead time has proven effective. Without clear priorities, escalations compete with one
another and scarce procurement resources are allocated inefficiently.

Immediate measures: escalation and sourcing

For acute shortages, short-term measures are deployed: chaser run to the supplier, increased expedite
rate via accelerated transport routes, alternative sourcing beyond the second source threshold, partial
call-off or production rescheduling. For critical long-lead-time parts, a consignment agreement or safety
stock can prevent future bottlenecks. In escalation cases it helps to have suppliers confirm binding dates
in writing and to document delivery call-offs with evidence requirements.

Root cause analysis and structural prevention

Every serious shortage should undergo a structured root cause analysis, for example using the 5-Why
or Ishikawa method. Findings feed into the measures pipeline: adjustment of planning parameters,
supplier evaluation, qualification of additional sources or corrections in specification management and
change management. For recurring supply problems with a vendor, a supplier development workshop or
measures within supplier relationship management are appropriate instruments before a supplier
change is considered.

Organisation and interfaces

Parts shortage management is not a one-off task but an organisational one. Clear roles, regular
meetings and defined escalation paths determine success.

Roles and shortage meetings

In practice, a standing committee of materials planning, procurement, production and, where applicable,
sales is established, which reviews the open shortage list daily or weekly. Each shortage is assigned an
owner, a target date and a documented action path. The buyer manages suppliers, the planner reviews
planning consequences, and manufacturing assesses the impact on the order sequence. Short
decision-making paths are crucial, as every hour of delay narrows the options for action.
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Interface with supplier management

Suppliers that frequently cause shortages should be systematically addressed within supplier
relationship management. Delivery evaluations based on delivery performance create transparency;
critical suppliers are invited to a Supplier Day or targeted improvement projects. If the measures have no
effect, second-source development or a change of supplier should be prepared. The commodity strategy
should explicitly account for critical parts with high shortage risks, for example through dual sourcing or
contract safeguards.

Key KPIs in parts shortage management

Without measurable KPls, parts shortage management remains reactive. Typical metrics make scope,
causes and improvement visible.

Shortage rate and replenishment lead time

The shortage rate is commonly measured as the proportion of production orders with at least one
missing part or as the number of shortage items per time period. The average replenishment lead time
shows how quickly the team closes gaps. Both figures should be broken down by cause category and
commodity group so that cost driver analysis works. A-parts with long replenishment lead times warrant
different treatment than standard C-parts.

Supplier and process metrics

Delivery performance (often expressed as delivery reliability in per cent) and the expedite rate
(proportion of expedited orders or shipments) show how much procurement is running in a state of
emergency. A persistently high expedite rate is a warning signal of structural planning or supplier
problems. In addition, process capability in manufacturing, the share of blocked stock and inventory
coverage provide clues to internal causes. Regular reporting to management secures the priority of the
topic.

Risks, costs and controls

Shortages cause direct and indirect costs: downtime, overtime, air freight, penalty payments and
reputational damage with customer deadlines. Controls must make these risks measurable.

Costs and risk assessment

In practice, shortage costs are typically recorded in downtime minutes, additional freight and overtime
hours. Regular cost driver analysis shows which parts, suppliers or cause groups contribute most. From
this, safety stocks, replacement sourcing strategies or contract adjustments can be derived. The key is
proper interpretation: occasional emergency purchases are normal; a systematic pattern of shortages in
the same commodity group points to a planning or supplier problem.

Contractual and tax aspects

Contractually relevant are penalty clauses, delivery dates with cure periods and, where applicable,
step-in rights with critical suppliers, so that tools or rights can be taken over in an emergency. Payments
can be offset against replacement sourcing costs through set-off arrangements; what is contractually
permissible must be assessed on a case-by-case basis. For short-term replacement purchases abroad,
a VAT ID check of the new supplier is recommended to avoid risks with input tax deduction. Legal advice
is advisable for larger damages.
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Internal controls and data quality

Many shortages arise from data errors: incorrect bills of materials, outdated drawings, missing revision
levels. Clean specification management and disciplined change management significantly reduce this
risk. Regular inventory counts, clearing of blocked stock and plausible master data maintenance are
therefore part of any shortage management. The process capability of internal manufacturing areas
should also be reviewed, since scrap internally generates shortages as well.

Current developments and digitalisation

Digitalisation increases reaction speed in parts shortage management: automatic alerts, supplier portals
and data-based forecasts shorten the time between detection and action.

Automation and transparency

Modern ERP and planning systems detect supply gaps early and generate automatic escalations.
No-touch order and touchless rate concepts automate routine orders and free up buyer capacity for
critical shortage cases. Supplier portals with confirmations and delivery date feedback improve date
data quality. Supplier search via supplier discovery platforms accelerates the search for alternative
sources when a core contract fails.

Resilience and sustainability

Since the supply chain disruptions of recent years, resilience topics have moved more into focus: dual
sourcing, regional sources and higher safety stocks for critical parts. Sustainability aspects also come
into play: packaging reduction and second-life use can cushion shortages of spare parts, and an agreed
recycled content quota in material specifications broadens the supplier pool. Such measures should be
strategically assessed and integrated into the commaodity strategy rather than decided ad hoc.

Typical metrics

Shortage rate: < 2% of orders
Proportion of production orders with at least one missing part; benchmark varies by industry

Delivery Performance (delivery reliability): > 95%
On-time delivery of suppliers; prioritise critical parts more highly

Expedite Rate: < 5%
Proportion of expedited orders; persistently high values indicate structural problems

Average replenishment lead time: Benchmark by commodity group
Time from shortage detection to availability; trend matters more than the absolute value

Practical example

A medium-sized mechanical engineering company experienced repeated assembly stoppages over
several months due to missing electronic components. A structured analysis showed that more than half
of the shortages stemmed from two suppliers with insufficient delivery reliability and from incorrect
planning parameters following a product changeover. The company introduced a daily shortage
meeting, implemented a traffic-light prioritisation scheme and qualified a second source for the most
critical components.

- Daily shortage meeting with clear responsibilities and target dates per part
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» Cost driver analysis to identify the two problematic suppliers and the incorrect planning parameters
» Supplier development workshop with the main supplier plus agreement on binding confirmation
processes

» Establishment of a second source and consignment agreement for A-parts with long replenishment
lead times

Conclusion

Parts shortage management is more than firefighting: it combines rapid operational escalation with
systematic root cause elimination and prevention. What matters are clear responsibilities, established
meeting formats, reliable metrics such as shortage rate, delivery performance and expedite rate, and a
sound data basis in bills of materials and master data. Structural measures such as second sources,
safety stocks and consistent change management reduce the risk permanently. Companies that
establish parts shortage management as a cross-functional process reduce downtime and sustainably
protect delivery dates.

Frequently asked questions

What is parts shortage management?

Parts shortage management is the systematic identification, prioritisation and resolution of missing
materials and components in production and assembly. It encompasses immediate measures such as
replacement sourcing and escalation as well as preventive measures in materials planning, contract and
supplier management. The aim is to avoid production stoppages and delivery delays.

What causes parts shortages in production?

Common causes include planning errors, unreliable suppliers, quality scrap and blocked stock, data
errors in bills of materials, and short-term changes in demand. Several causes often interact. Clean
categorisation is a prerequisite for targeted countermeasures such as parameter adjustment, supplier
development or establishing second sources.

Which KPIs are important in parts shortage management?

Typical KPIs are the shortage rate (proportion of affected orders), the average replenishment lead time,
suppliers' delivery performance and the expedite rate for accelerated orders. The figures should be
broken down by cause category. This makes it possible to distinguish systematic problems from isolated
cases and to measure improvements.

How can parts shortages be avoided in the long term?

Long-term prevention addresses several points: accurate bills of materials and disciplined change
management, realistic planning parameters and safety stocks, vetted suppliers with good delivery
reliability, second sources for critical parts and regular root cause analyses. In addition, consignment
agreements and more stable process capability in manufacturing reduce the shortage risk.

What to do about acute parts shortages in assembly?

First prioritise the shortage by production relevance, then escalate to the supplier immediately (chaser
run, binding confirmation of delivery date) and evaluate alternatives such as replacement purchase,
partial call-off or rescheduling. Include expedited transport options. In parallel, the cause should be
documented so that structural improvements can be derived from the case.
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What role does procurement play in parts shortage management?

Procurement drives short-term sourcing, escalates with the supplier and documents commitments and
failures for later measures. In the long term, it addresses problematic suppliers through supplier
evaluation, development meetings or re-sourcing and takes shortage risks into account in the
commodity strategy. Close coordination with materials planning and manufacturing is essential.
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