AMPLIFA PROCUREMENT GLOSSARY

Replenishment lead time: managing
warehouse replenishment time

Replenishment lead time denotes the period from triggering a purchase order until the goods are
ready for use in the warehouse. It covers order handling, delivery time, goods receipt and in-house
provision. For buyers, it is a key parameter in materials planning, as it determines when a
replenishment order must be triggered at the latest.

Key facts

» Replenishment lead time is the total time from demand notification until the goods are ready for use.

It covers order handling, procurement time, transport time, goods receipt and put-away time.

* Reorder point, safety stock and order quantity depend directly on it.

« Itis typically recorded as an average plus variation and monitored continuously.

 Inaccurately recorded replenishment lead times frequently lead to shortages or excessive inventory
levels.

It can be shortened through supplier consolidation, just-in-time delivery and automation of order
processing.

Definition: replenishment lead time

Replenishment lead time is the period between triggering the procurement process and the point at
which the replenishment becomes available again. It is therefore broader than the supplier's pure
delivery time.

Distinction from delivery time

Delivery time merely denotes the time from order dispatch to delivery. Replenishment lead time adds
further stages before and after this phase: internal processing of the purchase requisition (PR), enquiry
and order placement, transport, as well as goods receipt inspection and put-away. In practice, total
replenishment lead time is often significantly longer than the delivery time promised by the supplier.
Anyone who plans materials using delivery time alone systematically underestimates the real lead time.

Components in detail

Typical components are: internal processing time (review and approval of the purchase requisition),
procurement time up to order confirmation, transport and customs times in international procurement,
goods receipt time including quality inspection, and provision time up to the point of use. For imported
goods, customs clearance and letter of credit processing can additionally extend the period. Each
component should be recorded as its own time block so that improvement levers remain identifiable.

Significance for materials planning

The reorder point is derived from the replenishment lead time: as soon as stock falls to the consumption
during the replenishment lead time plus safety stock, an order must be placed. With variable
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replenishment lead time, the required safety stock grows disproportionately. A reliable, continuously
updated replenishment lead time is therefore a prerequisite for stable inventory and service level figures.

Methods and approach for determination

Replenishment lead time should ideally be derived from historical actual data rather than adopted solely
from supplier information.

Analysis of actual data

In ERP systems, timestamps for the purchase requisition, purchase order, goods receipt and put-away
can be evaluated. The difference yields the actual replenishment lead time per item and supplier.
Evaluation over rolling periods is customary to cushion seasonal and volume effects. The mean value
alone is not sufficient: the variation, for example as a standard deviation, also belongs in the planning
parameters. A plan-to-actual comparison quickly reveals where target values and reality diverge.

Variation and safety stock

In addition to the average replenishment lead time, its variance determines the safety stock. High
variation is frequently caused by unreliable delivery dates, missing order confirmations or chaotic goods
receipt processes. Supplier status queries and consistent deadline monitoring often reduce the variation
more effectively than blanket buffers. An ABC analysis helps to weight effort and benefit: A items
deserve close monitoring, C items robust standard values.

Data quality and master data

Reliable materials planning presupposes well-maintained master data. In master data management,
planned replenishment lead times, contractual delivery times and statistical actual values should be
maintained separately and reconciled regularly. Outdated master data — for example after a change of
supplier or a switch to just-in-time — is a common cause of persistent misplanning. Periodic variance
analyses between planned and actual times keep the parameters up to date.

Key KPIs around replenishment lead time

Replenishment lead time is itself a KPI; additional measures provide insight into the quality and stability
of procurement.

Delivery date and on-time delivery performance

On-time delivery measures the proportion of punctual and complete deliveries and explains the variation
in replenishment lead time. Values above 95 per cent are often regarded in practice as the target level,
depending on the industry and the criticality of the items. Measurement should be carried out per
supplier and item group so that targeted measures are possible.

Lead and processing times

Internal lead times from purchase requisition to purchase order and from goods receipt to availability are
often underestimated levers. Automated approval processes and electronic order processing shorten
these blocks without investment in inventory. The average replenishment lead time per material group
can also be prepared as a comparative figure suitable for reporting.
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Service level and inventory KPIs

Service level and inventory coverage show whether the replenishment lead time is calculated correctly:
times set too long inflate inventory, times set too short cause shortages. A regular plan-to-actual
comparison uncovers such systematic deviations and makes the need for correction visible.

Risks and controls

Incorrectly set or unstable replenishment lead times create direct costs — through downtime or tied-up
capital.

Delivery and procurement risks

Breakdowns in delivery reliability extend replenishment lead time unpredictably. Tools such as bow-tie
analysis help to systematically assess causes and countermeasures for critical supply routes. For
single-source parts, an emergency response team in procurement with defined escalation paths can
drastically shorten reaction time in the event of a disruption. Credit checks and ongoing supplier status
tracking also reduce the risk of default before the order is placed.

Internal process risks

Long internal approval chains, unclear specifications or manual data entry extend the front end of
replenishment lead time. Standardised catalogue structures and sound master data management
reduce the need for clarification and follow-up queries. Regular variance analyses between planned and
actual times make bottlenecks visible before they escalate into delivery problems.

Contractual safeguards

Delivery times, response times and notification obligations in the event of delays should be fixed
contractually and monitored via the audit plan. In international business, for example with letter of credit
transactions, documentation-related steps additionally extend replenishment lead time and require
careful process planning. Legal details in individual cases should always be reviewed by qualified
experts.

Current developments: optimising replenishment lead time

Digitalisation, closer supplier integration and strategic procurement models reduce both the average
replenishment lead time and its variation.

Automation of order processing

Electronic enquiries, automated order transmission and advance shipping notices significantly shorten
the administrative share of replenishment lead time. Catalogue-based procurement via a structured
catalogue hierarchy reduces the need for clarification for standard parts. B2B marketplaces with
comparable offers and transparent delivery times also facilitate re-procurement in the event of supplier
failure.

Supplier integration and procurement strategies

Just-in-time delivery shifts part of the replenishment lead time from in-house planning into a scheduled
replenishment flow and lowers inventory levels — at the cost of increased dependence on the supplier.
Strategic alliances and framework agreements with fixed response times stabilise procurement times for
critical items. An outsourcing potential analysis can show whether entire procurement bundles can be
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handled more efficiently externally, for example with economies of scale from bundled volumes.

Planning and control

In an S&OE environment, short-term replenishment control is continuously reconciled with actual
replenishment lead times instead of planning once a month. Modern systems use machine-derived
actual times and forecast bottlenecks at an early stage. In addition, structured tenders with clear bidder
information deliver reliable procurement times even before the award.

Typical metrics

Average replenishment lead time: item-dependent, typically days to weeks
determine from actual timestamps per item, do not copy from master data

Variation in replenishment lead time: standard deviation as low as possible
key determinant of safety stock

On-time delivery: > 95 %
usual target level, varies by industry and item criticality

Internal lead time from purchase requisition to purchase order: typically 1-5 working days
frequently underestimated lever for shortening

Service level: > 98 %
shows whether the replenishment lead time is set realistically

Practical example

A medium-sized mechanical engineering company found that although the delivery times of its key
suppliers were being met, the replenishment lead time for standard components was nevertheless
regularly 30 per cent above the master data values. An analysis of actual data showed that internal
purchase requisition processing and manual goods receipt posting were the main contributors.

« Analysis of actual replenishment lead times from ERP timestamps per item and supplier

» Automation of order transmission and introduction of a structured catalogue hierarchy for C parts
 Introduction of a monthly variance analysis between planned and actual times

« Reduction of safety stock for A items after more reliable delivery date tracking via supplier status

Conclusion

Replenishment lead time is more than the supplier's delivery time: it covers the entire lead time from
purchase requisition to readiness for use. Those who record it realistically and differentiated by item plan
more stably and hold fewer buffer stocks. The biggest levers frequently lie in internal process times and
in variation, not in the average delivery duration. Regular reconciliation between planned and actual
values keeps the parameters reliable. Replenishment lead time thus becomes a steering instrument for
both service level and capital tie-up.

Frequently asked questions

What is replenishment lead time?
Replenishment lead time is the period from triggering the procurement process until the goods are
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ready for use within the company. It covers internal processing, order handling, delivery time, goods
receipt and put-away. It forms the basis for reorder point and safety stock in materials planning.

What is the difference between replenishment lead time and delivery time?

Delivery time refers only to the period from order dispatch to delivery at the supplier's... wait, at the
customer. Replenishment lead time additionally includes internal upstream and downstream times such
as purchase requisition processing, transport, goods receipt inspection and provision. In practice, it is
therefore often significantly longer than the promised delivery time.

How is replenishment lead time calculated?

It is determined from the timestamps of the purchase requisition, purchase order, goods receipt and
provision in the ERP system. The usual approach is the mean value over a rolling period, supplemented
by the variation as a standard deviation. Reorder point and safety stock can be derived from both
values.

How can replenishment lead time be shortened?

Effective levers include automation of order processing, clear catalogue structures for standard parts
and lean internal approval processes. On the supplier side, framework agreements, advance shipping
notices and ongoing supplier status tracking improve reliability. Just-in-time delivery can further reduce
lead times but increases dependence on the supplier.

Why is the variation in replenishment lead time important?

In addition to the average duration, the variation determines the required safety stock: the less reliable
the times, the larger the buffer. High variation is often caused by poor delivery reliability or internal
process fluctuations. Through delivery date tracking and process stabilisation, safety stock can
frequently be reduced without jeopardising the delivery service level.
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