AMPLIFA PROCUREMENT GLOSSARY

Supplier capacity assessment: securing
availability before the order

The supplier capacity assessment is the systematic comparison between a company's planned
demand and a supplier's actually available production or delivery capacities. It typically takes place
before order release, during framework agreement negotiations or prior to the qualification of new
sources. The aim is to identify supply shortages at an early stage, before they lead to production
stoppages or contractual penalties. For technical buyers in mechanical engineering, electronics
manufacturing and plant construction, it is one of the central instruments of supplier evaluation.

Key facts

* The supplier capacity assessment compares plannable demand with verifiable production and
logistics capacities of the supplier.

 Itis frequently carried out before framework agreements, for annual call-offs and ahead of ramp-up
phases of new series products.

* Typical assessment contents are machine utilisation, shift models, staffing levels, upstream suppliers
and available residual capacity.

* In practice, the target value for meeting committed capacities is frequently above 95 per cent.

* Results feed into supplier status, negotiation management and supply base optimisation.

* Where bottlenecks are proven, escalation stages, alternative allocation or a business continuity plan
(BCP) should be provided for.

Definition: supplier capacity assessment

The supplier capacity assessment refers to the structured review of whether a supplier can provide the
quantities required for a given demand in the required quality, on-time performance and time frame. It is
part of supplier management and is applied both when onboarding a new source and on an ongoing
basis with existing suppliers.

Distinction from supplier qualification

Classic supplier qualification examines quality, certifications and financials; the capacity assessment
adds the question of volume capability to this view. A supplier may be fully qualified technically and still
fail during a demand peak because its facilities are already fully utilised. Both assessments should
therefore be combined, ideally within a uniform procurement approval workflow that maps both criteria
as acceptance criteria for the release of new sources.

Significance in the procurement process

Capacity data flow into demand planning, materials management and order release. Without reliable
capacity information, materials management plans on the basis of fictitious assumptions, which in
practice frequently only becomes apparent with an open item or a missing part. A systematic
assessment significantly reduces this risk and creates a reliable data basis for negotiations.
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Methods and approach of the capacity assessment

There is no single standard procedure; a multi-stage approach has proven successful, ranging from an
initial supplier self-declaration to re-verification on site. The effort should be proportionate to the
procurement volume.

Collection via questionnaire and Request for Information (RFI)

In a first stage, procurement collects structured information: machine park, number of shifts, personnel
capacity, bottleneck work centres, current utilisation and upstream suppliers. This is frequently done as
part of a Request for Information (RFI) or a standardised capacity questionnaire. It is important not only
to request nominal capacities but also the available residual capacity within the relevant time window,
i.e. after deducting existing orders and planned maintenance windows.

Verification and on-site audit

Stated capacities should be plausibilised. Established supporting evidence includes machine loading
schedules, capacity utilisation statistics, reference orders and production data. For critical parts or high
volumes, an on-site audit is recommended, during which bottleneck machines, raw material stocks and
the staffing situation are examined. Sub-suppliers should also be included, as their capacity is often the
actual bottleneck.

Contractual safeguarding

The assessment result should be recorded contractually, for example as a committed monthly or weekly
capacity in the framework agreement. For framework agreements with annual call-offs, it must be
defined which call-off quantities the supplier is obliged to cover and to what extent flexibility ranges
apply. Legal details such as the design as a contract for work vs. a service contract or individual
contractual penalties should be legally reviewed on a case-by-case basis.

Key KPIs of the supplier capacity assessment

A capacity assessment only becomes measurable when defined metrics are regularly collected and
evaluated. These values feed into the supplier scorecard and support supply market intelligence.

Capacity reliability and delivery reliability

The central measurement metric is the ratio of delivered to committed quantity per period,
supplemented by delivery reliability (OTD, on-time delivery). If the deviation analysis repeatedly shows
negative deviations for a bottleneck group, this indicates structural capacity limits rather than random
disruptions. Carrier performance in the transport area also forms part of the overall picture, since
on-time delivery also depends on logistics performance.

Utilisation and flexibility metrics

Of further interest are the plant utilisation reported by the supplier, the lead time for quantity changes
(flexibility window, frequently agreed in per cent per weekly interval) and the time-to-recover after
disruptions. These figures can be used effectively within negotiation management: a supplier with
proven flexible capacity can absorb short-term demand peaks and is therefore more valuable for
ABC-relevant A-items than a purely low-cost provider.
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Risks and controls in the capacity assessment

The greatest danger lies in ticking off capacity statements as a one-off formality instead of monitoring
them continuously. Bottlenecks arise dynamically, for example through new major orders the supplier
receives from other customers.

Typical risk areas

Risks arise from outdated data, lack of transparency in the sub-supplier chain, concentrated bottleneck
resources and geopolitical factors with Asian sources. Even with nearshoring strategies, a capacity
assessment is essential, as domestic capacities are also scarce during boom phases. A supplier that
has been qualified once and holds high supplier status should nevertheless be re-verified regularly.

Controls and safeguarding measures

Established controls are: periodic re-certification with a capacity update, a dual sourcing strategy for
A-items, contractual capacity commitments with escalation procedures and a business continuity plan
(BCP) for single-source parts. In day-to-day operations, cycle counting of related master data — i.e. the
ongoing plausibilisation of replenishment lead times and lot sizes, which would otherwise rest on
outdated capacity assumptions — provides support. In addition, it should be defined who decides in the
event of a disruption and which alternative allocation applies.

Current developments and digitalisation

Digitalisation makes capacity data more up to date and more comparable. Its quality, however, remains
dependent on the suppliers' willingness to cooperate.

Digital data exchange formats

Standardised formats such as cXML enable the automated exchange of order and status data;
supplementary supplier portals report capacity and schedule status on a daily basis. For the
classification of materials and supplier profiles, UNSPSC has established itself as a reference data
standard that facilitates comparison across system boundaries. Content enrichment of supplier master
data ensures that capacity and qualification information is actually findable and up to date.

Approval processes and strategic integration

Modern P2P processes allow mobile approval (P2P) also for capacity-critical orders, so that approvals
do not jeopardise the delivery date despite the absence of buyers. At a strategic level, the capacity
assessment links up with agile procurement and supply base optimisation: instead of annual large-scale
audits, shorter, focused assessment loops are carried out, and the supplier portfolio is deliberately
expanded to include providers with proven reserve capacity. A valid AEO status of the supplier can also
accelerate customs and security processes and improve overall throughput time.

Implementing the supplier capacity assessment in practice

To get started, a lean approach is sufficient: focus on A- and B-items according to the ABC analysis, a
standardised questionnaire, binding contracts and regular follow-up checks. The establishment of a
review calendar in which critical suppliers are reviewed every six months has proven successful in
practice.
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Prioritisation by item criticality

Not every item warrants an in-depth capacity assessment. The ABC analysis first identifies A-items with
a high value or risk share; for these, the effort of audits and contractual capacity commitments pays off.
For C-items, a rough plausibility check of delivery times is usually sufficient. This prioritisation keeps the
effort manageable and directs resources to where delivery failures would be most costly.

Involvement of specialist departments and suppliers

A capacity assessment should be carried out jointly with design engineering, production and quality
management, as only these functions can realistically assess the bottleneck character of certain
operations. The supplier, in turn, benefits from reliable demand forecasts that it can incorporate into its
own capacity planning. Transparent two-way data exchange is frequently more effective than pure audit
documentation.

Typical metrics

Capacity reliability (delivered vs. committed quantity): > 95 %
Usual target value for critical A-items; below this, action is required.

Delivery reliability (OTD): > 98 %
Commonly agreed guideline value in practice for series suppliers.

Reported residual capacity within the planning horizon: > 15-20 %
Usual buffer size for demand peaks; dependent on item criticality.

Flexibility window for quantity changes: £+10-20 % per week
Frequently negotiated range in framework agreements, depending on the product.

Practical example

A mid-sized mechanical engineering company planned the ramp-up of a new product series and
needed around 40 per cent more forged gearbox parts from the fourth month onwards. When asked, the
existing supplier initially confirmed its delivery capability. As part of a capacity assessment with an
on-site audit, it emerged that the bottleneck lay not in the forging press but with the supplier's
subcontracted heat treatment provider, which was already serving two other major orders.

« Capacity audit focusing on upstream suppliers rather than only the direct supplier

« Contractual fixation of weekly capacities with defined flexibility ranges in the framework agreement
* Qualification of a second source including capacity verification and joint material release

* Monthly capacity review with deviation analysis as part of the supplier scorecard

Conclusion

The supplier capacity assessment shifts the issue of delivery capability from reacting to disruptions
towards forward-looking safeguarding. It combines qualification, contract design and ongoing metric
monitoring into a closed control loop. Anyone who verifiably assesses capacities negotiates from a
better position and avoids costly missing parts in production. Ongoing data maintenance is essential, as
capacity situations can change quickly. For industrial buyers, it is therefore a mandatory instrument in
modern supplier management.
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Frequently asked questions

What is a supplier capacity assessment?

A supplier capacity assessment is a structured review of whether a supplier can deliver the required
gquantities on time and to the required quality. It typically comprises a questionnaire survey, verification of
supporting evidence and, for critical parts, an on-site audit. The results feed into supplier selection,
contract design and ongoing supplier evaluation.

When should a supplier capacity assessment be carried out?

In practice, it is carried out before the first order, before concluding framework agreements, during
series production ramp-ups and periodically for existing suppliers. In addition, an ad-hoc assessment is
advisable when demand surges are planned, market shortages occur or delivery performance
deteriorates. The more critical the item, the more frequently it should be re-verified.

What data should be included in a capacity assessment?

Relevant data include the machine park and bottleneck work centres, shift models, personnel capacity,
current utilisation, upstream supplier capacities, inventory strategy and lead times for quantity changes.
What matters is the available residual capacity within the planning horizon, not the theoretical nominal
capacity. Machine loading schedules and production statistics serve as supporting evidence.

How does a capacity assessment differ from supplier evaluation?

Supplier evaluation looks retrospectively at actual performance such as delivery reliability and quality.
The capacity assessment is prospective: it asks what quantities will be deliverable in future. The two
complement each other, since repeated delivery shortfalls are often an indication of structural capacity
limits.

How can supplier capacities be secured contractually?

Frequently, agreed weekly or monthly quantities, flexibility ranges and escalation procedures are
recorded in the framework agreement or in supply agreements. For annual call-offs, it should be defined
which call-off quantities are binding. The specific contractual design should be legally reviewed on a
case-by-case basis.

What role does the capacity assessment play in supply shortages?

It is a central early-warning instrument: anyone who knows their suppliers' utilisation and bottleneck
resources will identify shortage risks before they lead to failures. In addition, dual sourcing and a
business continuity plan should be maintained for critical parts. This significantly shortens response
times in the event of a disruption.
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