AMPLIFA PROCUREMENT GLOSSARY

Planning Time Window: Time Frame for
Procurement and Demand Planning

The planning time window refers to the period for which a company plans its demand, inventory
and procurement measures in advance. In practice, it ranges from short-term scheduling over a few
days to strategic planning spanning several years. Choosing the right time window has a direct
impact on delivery capability, capital lock-up and responsiveness in the procurement environment.

Key facts

* The planning time window covers the period for which requirements, inventory and procurement
actions are forecast and managed.

« Typical levels are operational (days to weeks), tactical (months up to one year) and strategic (one
year to several years).

* More reliable forecasts generally allow shorter time windows and reduce safety stock.

» Windows that are too short increase the risk of bottlenecks and backorders, while windows that are
too long drive up the capital lock-up period.

* The window should be aligned with supplier lead and replenishment times.
» Arrolling planning time window replaces static planning grids with continuously updated horizons.

Definition: planning time window

The planning time window is the defined period for which a company makes demand quantities,
inventory, capacities and procurement measures plannable. It is not a fixed quantity, but is tiered
differently in length depending on the planning level, industry and material class.

Distinction from planning horizon and lead time

The planning horizon describes the end point of planning, while the planning time window describes the
entire period looked at up to that point. The replenishment time (lead time), by contrast, is the duration
from the ordering trigger to goods receipt. In practice, a planning time window must be at least as long
as the longest relevant lead time in the material master, otherwise a planning gap arises.

Levels of the planning time window

A three-tier structure is typical: the operational horizon (frequently 1-13 weeks) manages production
orders and purchase requisitions, the tactical horizon (3—18 months) sets framework agreements,
capacities and lot sizing, and the strategic horizon (1-5 years) deals with supplier selection, material
strategies and investments. The larger the window, the coarser the resolution — at strategic level
quarterly or annual blocks suffice, whereas at operational level daily or weekly packages are planned.

Methods and approach for determining the time window

The appropriate planning time window does not result from convention, but from a systematic analysis
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of material classes, procurement channels and forecast quality. A multi-step approach has proven
effective.

ABC/XYZ analysis as a foundation

The ABC analysis classifies A, B and C parts by value, and the XYZ analysis by predictability. A- and
X-items can accommodate short, stable windows with automatic scheduling; C- and Z-items frequently
require longer windows or reorder point procedures. Combining both analyses provides a justified time
window setting for each material class instead of blanket rules.

Alignment with procurement and production times

The time frame must cover the longest lead times, inspection stages such as Certificates of Analysis for
input materials and internal throughput times. Approval processes must also be factored in: if a
purchase approval is delayed by several days, the usable scheduling scope is effectively shifted. In
practice, a buffer of typically 10-20 % beyond the lead time is factored in.

Rolling planning

Modern planning approaches use a rolling time window that is shifted forward by a period block with
each planning run. This keeps strategic visibility constantly in place while near-term data always
remains up to date. Prerequisites are regular alignment with sales and production as well as clear
responsibilities for data maintenance.

Key KPIs and influencing factors of the planning time window

Whether the chosen time window is correctly dimensioned is reflected in measurable KPIs. They make
mis-steerings visible before they lead to supply failures.

Inventory and capital metrics

Days Inventory Outstanding (DIO) and the capital lock-up period show whether overly long windows are
generating unnecessary inventory. If DIO rises without a sales reason, the window is often
over-dimensioned or forecast quality is inadequate. Consignment agreements can provide relief here, as
stock remains with the supplier.

Delivery reliability and failure metrics

The delivery date deviation analysis and the backorder rate show whether the window recognises
bottlenecks too late. Frequent backorders despite proper planning indicate that the time window is
shorter than the actual lead times or that risks such as delivery volume fluctuations are not being
captured. The supplier score supplements this view with the reliability of the supplying partners.

Forecast quality and planning effort

Forecast accuracy per time horizon indicates how far the window can sensibly be extended: in practice,
forecast accuracy typically decreases significantly with each additional month. This must be weighed
against the planning effort — overly fine resolution in the distant range ties up resources without benefit.
A cost-benefit assessment based on cost driver analysis helps to find the sweet spot.

Risks and controls in designing the time window

An unsuitably dimensioned planning time window creates both supply and financing risks. Control
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mechanisms must address both sides.

Risk of short windows: bottlenecks and reactivity

Short windows lead to emergency purchases, additional costs and an increased backorder rate. Supply
bottlenecks only become visible when countermeasures barely still take effect. Controls include early
warning indicators, an escalation path for crisis communication with suppliers and a business continuity
plan (BCP) for critical materials, which defines reserve strategies even for short horizons.

Risk of long windows: inventory and flexibility

Long windows with fixed quantities reduce the ability to react to demand changes and increase
warehousing costs as well as the risk of obsolete or quality-affected stock (e.g. expiring lots, traceable
batch material). Flexible quantity bands, multiple contracts with gradual call-offs and safe-launch
agreements for new parts, which ramp up quantities step by step, provide a remedy.

Controls and governance

Regular delivery date deviation analyses, annual reviews of the time window parameters per material
class and defined approval paths for changes ensure the sustainability of planning. Contract compliance
for framework agreements ensures that agreed delivery flexibilities are actually adhered to. It is crucial
to explicitly assign responsibility for time window setting, for example within supply chain planning.

Current developments and digital support

Planning time windows are increasingly designed dynamically: instead of fixed annual grids, companies
rely on intelligent, demand-based horizons with shorter update cycles. Drivers are volatile supply chains
and improved data availability.

Automation and event control

Planning systems detect supply disruptions or demand jumps and automatically shorten or lengthen the
relevant time windows. Event-based replanning replaces rigid monthly cycles. The degree of automation
in invoice processing exemplarily shows how, in the procurement process too, routine supports
increasing planning quality, as liabilities are incorporated in good time.

Supplier-aligned planning

Planning time windows are increasingly aligned with suppliers: shared horizons, capacity reservations
over longer windows and joint workshops on demand announcements improve plannability on both
sides. A supplier development workshop can help to develop suitable call-off structures. Framework
agreements such as a Master Service Agreement (MSA) define binding planning and information
obligations in the process.

Financial integration

Time window decisions affect cash flow and financing: payment terms and the optimisation of the
accounts payable period as well as the on-time payment rate influence how supplier-friendly longer
planning horizons can be communicated. Considerations concerning the supplier credit limit also play a
role in long-term volume commitments.
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Typical metrics

Days Inventory Outstanding (DIO): industry-dependent, frequently 30-90 days
Indicates over- or under-dimensioning of the time windows

Backorder Rate: typically <2 %
Higher values indicate time windows that are too short

Forecast Accuracy: in practice 60-90 % per horizon
Usually decreases as the time window grows

Delivery date deviation (delivery reliability): > 95 %
Measure of the fit between window and supplier lead time

Practical example

A mid-sized mechanical engineering company used a standardised fixed 6-month window for all
materials. As a result, A-parts with short lead times generated safety stock, while imported purchased
parts with 16-week lead times repeatedly fell into backorder. Following an ABC/XYZ analysis, time
windows were tiered by material class: 2 weeks for X-items with local sourcing, 9 months for purchased
parts from Asia, with rolling call-off schedules in between.

 Introduction of a rolling planning run with weekly updating in the near-term range

« Consignment agreement for high-value A-parts to reduce the capital lock-up period
« Credit limit and capacity reservation agreed with critical long-distance suppliers

« Quarterly delivery date deviation analysis to review the time window parameters

Conclusion

The planning time window is a central control lever between delivery capability and capital lock-up. It
should not be dimensioned across the board, but rather per material class and procurement channel,
and reviewed regularly. Rolling planning, ABC/XYZ analysis and close alignment with suppliers are the
most effective levers in practice. Those who continuously monitor the time window using KPIs such as
DIO, backorder rate and delivery date deviation recognise mis-steerings early. In this way, planning
evolves from an administrative instrument into a genuine competitive advantage in procurement.

Frequently asked questions

What is meant by a planning time window?

The planning time window is the period for which a company plans requirements, inventory levels and
procurement measures in advance. It is typically tiered into operational (days to weeks), tactical
(months) and strategic (years) levels. Its length depends on lead times, forecast quality and material
criticality.

How long should a planning time window be in procurement?

It must be at least as long as the longest relevant replenishment time of the material. In practice, a tiered
approach has proven effective: a few weeks operational, 618 months tactical and 1-5 years strategic.
A- and X-items can tolerate shorter windows than C- and Z-items.

What happens if the planning time window is set too short?
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Bottlenecks are only recognised when there is no time left to react, resulting in emergency purchases,
additional costs and an increased backorder rate. Critical purchased parts with long lead times can then
no longer be scheduled in time. Buffers and a business continuity plan mitigate this risk.

What is a rolling planning horizon?

In rolling planning, the time window is shifted forward by one period with each planning run. The
planning horizon remains constant in length, but the data always stays up to date. This makes it possible
to combine short operational windows with long-term visibility.

How are planning time windows and inventory levels related?

The longer the planned time window and the more precisely quantities are fixed, the higher inventory
levels and the capital lock-up period typically are. Shorter windows with high forecast quality reduce
safety stock but increase supply risk. KPIs such as Days Inventory Outstanding (DIO) make this
trade-off measurable.

Which KPIs are suitable for monitoring the planning time window?

Key metrics include Days Inventory Outstanding (DIO), the backorder rate, delivery date deviation
analysis and forecast accuracy per time horizon. If inventory rises without a sales reason or backorders
accumulate, the window is incorrectly dimensioned. The supplier score also provides clues as to
supply-side causes.
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