
PROCUREMENT GLOSSARY

Capacity Planning: Systematic
Planning and Securing of
Capacities
Capacity planning refers to the systematic planning, control and securing of capacities in

production, the supply chain and procurement. The objective is to align the available

resources – machinery, personnel, warehouse space or supplier capacities – with demand in

such a way that delivery capability and utilisation are both assured. For buyers, capacity

planning is central because supplier capacities are often the bottleneck in the procurement

process. Anyone who identifies capacity bottlenecks early can build up alternatives before

delivery delays cause contractual penalties.
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Key facts at a glance

01 Capacity planning balances capacity supply and demand over medium to long periods

and differs from the short-term detailed scheduling horizon of production control.

02 In practice, three levels are typically distinguished: strategic, tactical and operational

capacity planning.

03 Bottleneck analysis and scenario analysis are among the core methods of capacity

planning.

04 Typical target values: utilisation rates are often between 80 and 90 per cent in order to

retain buffers for peak orders.

05 In procurement, capacity planning primarily means securing critical supplier capacities

contractually and strategically.

06 Digital planning tools and AI forecasts improve planning quality but do not replace the

assessment of market trends and supplier risks.
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Definition: Capacity Planning

Capacity planning is the planning task of bringing an organisation's or supply chain's available

capacities into equilibrium with expected demand. The term covers both in-house manufacturing and

the capacities of external suppliers and service providers. In a procurement context, the focus is often

on whether suppliers can ensure sufficient quantities and delivery dates as demand rises.

Distinction from production planning and S&OP

Capacity planning is broader in scope than classical production planning: alongside machine capacity,

it also considers personnel, logistics space, tooling capacity and supplier utilisation. Within Sales and

Operations Planning (S&OP), it serves as the link between sales forecasting and resource planning.

While detailed scheduling covers days and weeks, strategic and tactical capacity planning typically

work with horizons of months to years.

Importance for technical procurement

For buyers in a B2B environment, capacity planning is an early-warning instrument: if a supplier's

utilisation falls, quality and price risks arise; if it rises beyond the capacity limit, delivery backlogs

threaten. Capacity data therefore flows directly into the award decision when new volumes are

awarded. The question of free capacities at the second supplier is also crucial when building dual

strategies or pursuing global sourcing.

Methods and approach in capacity planning

The planning process usually follows a multi-stage approach: forecast demand, determine available

capacity, analyse differences and derive measures. Depending on the time horizon, different methods

are used, from simple utilisation KPIs to simulation-based scenario models.

Demand forecast and demand aggregation

The starting point is a robust demand forecast that consolidates sales planning, order history and

project requirements. In practice, rolling forecasts with a monthly rhythm, continuously reconciled with

actual data, have proven their worth. Standard and repeat parts can be planned automatically via

parameter maintenance (MRP), whereas custom and project parts require manual planning. A common

demand basis for sales, production and procurement is important to avoid inconsistencies.

Capacity determination and bottleneck analysis

Available capacity is recorded per resource – for example in machine hours, person-days or pallet

spaces – and reduced by planned downtime, holiday and set-up times. Reconciling this with demand

reveals bottlenecks and excess capacity. The Theory of Constraints has proven effective: instead of

planning all resources uniformly, management focuses on the bottleneck that determines throughput.
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Measures for capacity deviations

In the event of under-capacity, the following options are typically available: building up capacity

(investments, additional shifts), outsourcing to external processors, bringing forward order quantities or

negotiating additional capacity with suppliers. In the event of over-capacity, flexible working time

models, capacity reduction or realignment of the product range help. Each measure should be weighed

against cost, flexibility and delivery capability.

Capacity planning in procurement and the supply chain

In a procurement context, capacity planning is directed not only at in-house resources but at the

capacities of the entire supplier network. Supplier crises, material shortages or logistics disruptions

quickly reveal how dependent one's own delivery capability is on third-party capacities.

Evaluating and contractually securing supplier capacities

When selecting suppliers, buyers should systematically enquire about free capacities, scaling options

and lead times for capacity expansion. Contractually, additional quantities can be secured through

option quantities, volume rebate tiers or binding capacity reservations. Against supply bottlenecks,

coordinated safety stocks also provide protection, controlled via KPIs such as Days Inventory

Outstanding (DIO). Balance is key: too high a reservation ties up capital, too low a one jeopardises

delivery capability.

Ramp-up and ramp-down management

During the launch of new products (ramp-up), supplier capacities must grow step by step and reliably –

here, structured ramp management that integrates capacity expansion, tool availability and qualification

is decisive. Conversely, the end of product life cycles requires ramp-down management that

coordinates last-time buys, residual quantities and phase-out contracts. In both phases, early

coordination with suppliers and binding quantity notifications are the keys to success.

Logistical capacities and load carriers

Capacity planning does not end at the factory gate: transport capacities, warehouse space and

containers must also be planned. Functioning load carrier management ensures that returnable

containers and pallets are available in sufficient quantity and quality. Where transport capacities are

scarce – for example in peak periods before public holidays – early booking and securing alternative

routes are advisable in order to limit transport risk.

Key KPIs in capacity planning

Without reliable KPIs, capacity planning remains guesswork. The following KPIs have established

themselves in practice as core indicators and should draw on consistent data sources.
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Utilisation and capacity buffers

The utilisation rate (utilisation divided by available capacity) is the central KPI. In practice, a target

corridor of 80 to 90 per cent is common: below this, capacity remains unused; above this, buffers for

set-up times, disruptions and spontaneous orders are lacking. For suppliers, it is worth looking at the

offered versus the offtaken quantity per capacity class.

Planning and delivery reliability

Delivery date and quantity reliability show whether the planning was realistic. Deviations should be

analysed systematically in order to distinguish causes in the forecast, ordering policy or supplier

capacity. In addition, inventory KPIs such as Days Inventory Outstanding (DIO) indicate whether excess

capacity is being tied up in the form of stock.

Risks and controls in capacity planning

Capacity planning always involves uncertain assumptions. Typical risks are forecast errors, lack of

transparency at suppliers, one-sided dependencies and overly rigid contracts. Countermeasures can

be taken through scenario planning, risk monitoring and contractual safeguards.

Forecast uncertainty and scenario planning

No forecast is exact; what matters is dealing with uncertainty in a transparent way. Best-case,

base-case and worst-case scenarios, each with the derived capacity requirements, have proven

effective. Flexibility can be created through negotiable quantity bands, short extension options and

modular capacity builds. With long lead times – for example for special machinery – investment

decisions must consciously be made under uncertainty.

Supplier dependence and vertical integration

High dependence on a single supplier amplifies capacity risks. Alternatives from tender management,

qualified second sources or – for very critical components – partial vertical integration can provide

remedies. Such decisions should be based on systematic idea evaluation and risk assessment, not on

individual cases. Quality management in procurement must also be involved early when capacities are

new or expanded.

Contractual safeguarding

Capacity commitments should be fixed in writing: minimum and maximum offtake quantities, response

times for quantity changes and price escalation clauses for material and energy costs. In international

procurement, customs tariff codes, delivery terms and commercial law aspects must also be taken into

account; here, case-by-case review by specialist and legal advisers is recommended. Sensitive

capacity and cost data additionally require clear confidentiality agreements.
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Current developments and digitalisation

Digitalisation is fundamentally changing capacity planning: real-time data from ERP, MES and supplier

systems is increasingly replacing manual queries, and AI-supported forecasts improve demand

estimation. At the same time, geopolitical tensions and supply chain disruptions are demanding more

resilience rather than pure efficiency.

Digital planning tools and AI

Modern planning systems connect demand forecasts, capacity data and inventory simulation in real

time. AI models detect patterns in demand fluctuations and deliver forecast intervals instead of point

values, which qualitatively improves scenario planning. The prerequisite is clean master data

maintenance: without consistent capacity, routing and item master data, only pseudo-precision is

produced.

Resilience, nearshoring and network planning

Many companies are relocating capacities closer to the sales market – keyword onshoring or reshoring

– and building multi-tier supply networks. This increases planning complexity but improves

responsiveness to disruptions. Capacity planning thus becomes network planning across several tiers,

into which logistical topics such as transport risk and load carrier management also flow.

Typical metrics

Metric Typical value

Utilisation rate 80–90 %

Common target corridor in practice; below it capital tie-up, above it a

lack of buffers

Delivery date and quantity
reliability

> 95 %

Typical target value for suppliers of critical parts

Days Inventory Outstanding (DIO) 30–90 days

Industry-dependent guideline value; high values indicate buffering

against capacity risks

Forecast accuracy > 85 %

Common target for rolling forecasts in the medium time horizon

Practical example

A medium-sized mechanical engineering company receives a major order from the energy technology

sector and must almost double its manufacturing capacity within 18 months. A bottleneck analysis

shows that the limiting factor is not the company's own machining production but the machining

capacity of a key supplier.

Amplifa Marketplace · Procurement glossary Page 5 of 7



Capacity Planning: Systematic Planning and Securing of Capacities

Establishing a second source through structured tender management with early qualification of the

relevant manufacturing processes

Contractual capacity reservation with the main supplier, including a quantity band and a price

escalation clause for material costs

Increasing safety stock for critical long-lead parts, controlled via the Days Inventory Outstanding

(DIO) target

Monthly rolling forecast with suppliers, supplemented by a joint ramp-up dashboard for quantity and

quality KPIs

Conclusion

Capacity planning combines demand forecasting, resource planning and supplier management into

one holistic discipline. For technical buyers, it is not merely a production process but an early-warning

system for supply bottlenecks, cost risks and dependencies. Anyone who systematically records

supplier capacities, secures them contractually and monitors them via KPIs negotiates from a

significantly stronger position. Digitalisation and AI improve the data basis but do not remove the need

for expert assessment and scenario thinking. Ultimately, consistent capacity planning pays directly into

delivery capability, capital tie-up and competitiveness.

Frequently asked questions

? What does capacity planning mean?

Capacity planning is the planning, control and securing of capacities – such as machinery,

personnel, warehousing or suppliers – in relation to expected demand. The objective is to balance

utilisation and flexibility. In procurement, particular attention is paid to the capacities of suppliers and

service providers.

? What types of capacity planning are there?

It is common to distinguish three levels: strategic, tactical and operational capacity planning. The

strategic level covers time horizons of years and questions such as locations or investments, the

tactical level months to one year, and the operational level weeks to months. The shorter the

horizon, the more detailed the planning.

? Which KPIs are relevant in capacity planning?

Core KPIs are the utilisation rate, delivery date and quantity reliability, capacity buffers and lead

times. In addition, inventory KPIs such as Days Inventory Outstanding (DIO) indicate over- or

under-capacity. A consistent data basis from the ERP or planning system is essential.

? How does capacity planning differ from load balancing or detailed scheduling?

Capacity planning balances capacity supply and demand over medium to long horizons and makes

structural decisions such as investments or supplier selection. Detailed scheduling, by contrast,

Amplifa Marketplace · Procurement glossary Page 6 of 7



Capacity Planning: Systematic Planning and Securing of Capacities

allocates already firm orders to resources in days and hours. Load balancing is a sub-discipline

within the operational level.

? How does procurement secure supplier capacities?

Proven instruments include option quantities and quantity bands in framework agreements, capacity

reservations, dual-sourcing strategies and joint forecasting processes with suppliers. In addition,

increased safety stock for critical parts and structured ramp-up and ramp-down management help.

Legal details should always be reviewed on a case-by-case basis.

? What role does AI play in capacity planning?

AI-supported models improve demand forecasts, detect demand patterns and provide forecast

intervals for scenario planning. They accelerate data aggregation across ERP, MES and supplier

systems. However, what remains decisive is the quality of master data and the expert interpretation

of results by planners and buyers.

Find the right suppliers on Amplifa

Verified industrial suppliers in Germany, Austria and Switzerland. Describe your requirement and

receive comparable offers.

amplifa-marketplace.ai
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