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AMPLIFA PROCUREMENT GLOSSARY

Capacity planning: systematically securing
delivery capability
Capacity planning is the systematic identification, alignment and securing of the available

production and delivery capacities required to meet a company's demand. It links sales and

demand forecasts with the actual production capabilities of the company's own plant and its

suppliers. For buyers and supply chain managers, it is a central instrument for keeping delivery

reliability, unit costs and responsiveness to demand peaks in balance.

Key facts
• Capacity planning reconciles demand and available production capacity across short-, medium- and

long-term planning horizons.

• It equally covers in-house production, outsourcing (contract manufacturing) and logistics capacities.

• Typical methods are rough-cut capacity planning (RCCP), detailed planning, capacity peak levelling

and framework delivery schedules with suppliers.

• Key KPIs are utilisation rate, delivery reliability, lead time and capacity reserve.

• Close supplier integration via EDI and framework delivery schedules significantly reduces the risk of

capacity bottlenecks.

• Scenario planning and a risk matrix help systematically safeguard against demand peaks and

failures.

Definition: capacity planning
Capacity planning refers to the planning and control of the available capacity of machines, equipment,

personnel and suppliers in relation to expected demand. The aim is to identify bottlenecks at an early

stage and to avoid excess capacities, which increase process costs and capital commitment.

Distinction from demand and lot size planning

Capacity planning answers the question of how much can be produced or procured, while demand

planning determines demand and order quantity planning defines the concrete order or lot size. The two

levels interlock: a realistic framework delivery schedule presupposes that the capacities behind it have

been reliably verified and contractually secured. In practice, alignment frequently takes place in weekly

or monthly S&OP cycles between sales, production and procurement.

Planning horizons: strategic, tactical, operational

Strategic capacity planning looks at periods of several years and addresses investment questions such

as sites, machinery expansion or establishing new suppliers. The tactical level typically covers three to

twelve months and governs shift models, subcontracting and framework agreements. Operational

planning works with a day-to-week view and coordinates detailed planning, time management and

material provision at the plant and at suppliers.



Amplifa Marketplace · Procurement glossary amplifa-marketplace.com/en/glossary/kapazitaetsplanung

Methods and approach in capacity planning
The planning process usually follows a multi-stage sequence: demand determination, capacity

reconciliation, bottleneck analysis and derivation of measures. The choice of method depends on

production type, range breadth and supplier structure.

Rough-cut and detailed planning (RCCP)

Rough-cut capacity planning (RCCP) checks whether aggregated demand can be met with the key

resources – for example bottleneck machines, core manufacturing cells or critical suppliers. Only then

does detailed planning follow at workstation level, often supported by backward scheduling and forward

planning. In practice, it has proven effective to plan bottleneck resources first, as they determine the

throughput of the overall system.

Coordination with suppliers and subcontracting

Where a high proportion of production is outsourced, capacity planning is necessarily also supplier

planning. Framework delivery schedules with rolling horizons, regular capacity checks and, where

sensible, contractual offtake obligations create planning certainty on both sides. It is important to note

that the supplier must prioritise its limited resources across several customers – those who

communicate their requirements reliably and early often secure priority in bottleneck situations.

Supplementary instruments such as a request for quotation for capacity expansion or a second-source

approach via contract manufacturing reduce the risk of dependency.

Scenario planning and bottleneck management

Since forecasts are never exact, scenario analysis is part of the standard toolkit: the base scenario,

demand peak and demand slump are assessed for their capacity impact, often supported by a risk

matrix. For identified bottlenecks, three levers are typically available: capacity expansion (investment,

additional shifts, subcontracting), demand rescheduling (bringing forward, adjusting lot sizes) and

inventory build-up of critical items. A central data foundation with maintained unit and currency master

data and a unified material golden record is a prerequisite for robust planning results.

Key KPIs and data basis of capacity planning
Capacity planning can only be managed if it is made measurable. The relevant KPIs address both the

supply side (available hours, machine run times) and the demand side (forecast quality, order backlog).

Utilisation, delivery reliability and lead time

The utilisation rate shows the ratio of committed to available capacity and, in many manufacturing

operations, permanently lies between 75 and 90 per cent; values close to 100 per cent leave no room

for disruptions and rush orders. Delivery reliability to customers and from suppliers is the most

informative baseline KPI for planning quality. Lead time and the capacity utilisation rate per bottleneck

resource complete the picture.

Forecast quality and data quality

Forecast accuracy largely determines how reliable capacity planning turns out; in practice, deviations of

typically 10 to 20 per cent are considered manageable, while larger jumps require active bottleneck

management. Prerequisites are consistent material classification, maintained set-up and processing

times from time management, and complete master data. Faulty master data distorts every planning
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calculation – this is also where data quality management around the golden record comes in.

Risks and controls in capacity planning
Poorly planned capacities have effects in both directions: insufficient capacity leads to delivery delays,

dunning procedures and loss of reputation; excess capacity ties up capital and worsens process costs.

Systematic controls minimise both risks.

Typical risk areas

The most common risks include one-sided dependencies on sole or monopoly suppliers, insufficiently

safeguarded demand peaks and a lack of transparency about the actual utilisation at suppliers.

Contractual pitfalls also play a role: an overly rigid offtake obligation can become expensive in a demand

slump, while missing assurances during bottleneck phases jeopardise delivery priority. A structured risk

analysis with assessment by probability of occurrence and extent of damage makes these areas

manageable.

Contractual and organisational controls

Practical control instruments include agreed capacity reserves in the supply contract, regular capacity

checks within category management, and defined escalation paths including delivery reminders in the

event of foreseeable delays. For international sourcing relationships with a high share of advance

financing, instruments such as bank guarantees or letters of credit can secure payment transactions

relevant to planning; tax and customs consequences, for example in customs clearance or Intrastat

reporting, must be reviewed on a case-by-case basis. Technically, data exchange is realised via EDI

connections, which transmit order and call-off data to the supplier without media discontinuity.

Current developments: digitalisation and resilience
Capacity planning is changing as a result of better data availability, AI-supported forecasts and a

changed understanding of risk in supply chains. Planning cycles are shortening, while requirements for

transparency across multiple supply tiers are increasing.

AI-supported forecasts and automated planning

Modern planning systems use statistical methods and machine learning to refine demand and capacity

forecasts and to automate planning runs. However, the benefit depends heavily on data quality; without

consistent master data and a clean material classification, even advanced models remain unreliable. In

addition, approaches are gaining importance that also assess the cost impact of alternative capacity

strategies through should-costing.

Resilience, diversification and sustainability

The experience of recent years has sharpened awareness of supply risks: multi-sourcing strategies,

regional sourcing and verified reserve capacities with contract manufacturing partners have become

standard. At the same time, the sustainability agenda is influencing planning – capacities for repair,

reconditioning or second-life use of components and equipment are increasingly being incorporated into

overall planning. Buyers should embed these aspects early in requests for quotation and supplier

evaluations.
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Capacity planning in the procurement process
For procurement, capacity planning is not purely a production but a sourcing topic: only those who know

the capacity situation of their suppliers can realistically shape orders, call-offs and contracts.

Integration into ordering and call-off processes

Operationally, capacity planning results in concrete orders, call-offs and framework delivery schedules,

which are exchanged via EDI or supplier portals. Clear communication of planned requirements – even

without a binding order – enables suppliers to provide personnel and machines in good time. For critical

items, a goods receipt inspection with defined criteria, such as an AQL sample, is recommended in

order to identify quality deviations under capacity pressure at an early stage.

Capacity aspects in tenders and contracts

As early as the request for quotation, buyers should ask about available and guaranteed capacity,

set-up times and flexibilisation options and systematically evaluate the answers. In contracts, capacity

commitments, reservations and demand flexibility can be mapped as terms; the accounting treatment

and safeguarding of such commitments should be reviewed on a case-by-case basis from a legal and

tax perspective. In this way, capacity planning becomes an end-to-end control loop from strategy

through to operational ordering.

Typical metrics
Utilisation rate of bottleneck resource: 75–90%
Permanently close to 100% leaves no buffer for disruptions and rush orders

Delivery reliability: > 95%
Most informative KPI for planning and delivery quality

Forecast accuracy: ±10–20%
Common tolerated tolerance range; larger deviations require active bottleneck management

Capacity reserve for critical resources: 5–15%
Common practical buffer for demand peaks and failures

Practical example: Medium-sized mechanical engineering company
secures supplier capacity
A medium-sized mechanical engineering company with around 300 employees repeatedly experienced

delays in long-running critical finished parts during a demand phase, because its main supplier for

precision parts was temporarily overloaded. The company then established a structured capacity

planning process and firmly integrated procurement into the monthly S&OP round.

• Introduction of a rolling framework delivery schedule with a 12-month horizon, transmitted via EDI to

the two main suppliers

• Establishment of a second source via a contract manufacturing partner for the bottleneck-critical

milled and turned parts group

• Contractual agreement of a guaranteed weekly capacity plus flexible call-off options instead of rigid

offtake obligations

• Monthly risk matrix reviews of capacity and supplier risks with defined escalation levels
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Conclusion
Capacity planning is the hinge between demand and available production capacity – in the company's

own plant and in the supply chain. It only works if demand data, master data and supplier information

are reliable and up to date. Procurement plays a key role here, because supplier capacities must be

secured contractually, aligned regularly and prioritised in the event of bottlenecks. Those who organise

capacity planning as a continuous control loop with clear KPIs and defined escalation paths sustainably

reduce supply risks and process costs. Investments in data quality and supplier integration typically pay

off faster than any purely software-based solution.

Frequently asked questions

What is capacity planning?

Capacity planning is the systematic alignment of expected demand with available production, personnel

and delivery capacities. It covers strategic, tactical and operational planning levels. Its aim is to avoid

bottlenecks and excess capacity and to secure delivery capability on a permanent basis.

What methods are used in capacity planning?

Common methods are rough-cut capacity planning (RCCP) on key resources and detailed planning at

workstation level. These are supplemented by scenario planning, bottleneck analysis and backward

scheduling. Where a high proportion of production is outsourced, framework delivery schedules and

regular capacity checks with suppliers also form part of the process.

Which KPIs are relevant for capacity planning?

The key KPIs are utilisation rate, delivery reliability, lead time, forecast accuracy and the capacity

reserve per bottleneck resource. In addition, inventory coverage and plan deviation provide indications

of planning quality. It is essential that the KPIs are measured consistently across all levels.

How does procurement secure supplier capacity contractually?

Typical instruments include guaranteed capacity commitments in the supply contract, framework

delivery schedules with a rolling horizon and balanced offtake obligations. In addition, regular capacity

reviews within category management are effective. Contractual details should be reviewed on a

case-by-case basis from a legal and tax perspective.

What is the difference between capacity planning and demand planning?

Demand planning determines what needs to be procured or produced and when; capacity planning

checks whether the resources required for this are available. Only by reconciling the two can feasible

plans and binding orders be produced. Both processes should be merged in joint S&OP cycles.

How can short-term capacity bottlenecks at suppliers be resolved?

Proven levers are overtime or additional shifts or subcontracting at the supplier, rescheduling of

non-critical orders, bringing forward critical demand and temporary inventory build-up. Early escalation

via defined dunning and escalation processes raises priority with the supplier. In the medium term,

second sources and contractually agreed capacity reserves help.


