°
‘ ‘l I I I pl Ifd PROCUREMENT GLOSSARY

Delivery lead time variability:
understand and master the second
dimension of delivery reliability

Delivery lead time variability describes the range of fluctuation of actual delivery times around
the agreed or planned date. Alongside on-time delivery, it is one of the most important KPIs in
supplier management, because even punctual average values can conceal large deviations in
individual cases. Those who measure variability can manage inventory, safety lead times and
procurement risks considerably better. The term is closely related to on-time delivery, delivery
date monitoring and delivery schedule call-off.
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Key facts at a glance

01 Delivery lead time variability measures the variance or standard deviation of actual
delivery times around the target value and complements the pure on-time delivery rate.

02 High variability generally requires higher safety stock levels, even if the supplier delivers
on time on average.

03 Typical causes lie in production planning, material availability, transport, customs
clearance and data quality.

04 Commonly used KPlIs are the standard deviation of delivery lead time, the range and
the coefficient of variation.

05 Measures to reduce variability include call-off optimisation, dual sourcing, slot booking
and targeted date control.

06 In practice, variability of a few days is considered good for standard parts; wider ranges
are common for long lead time parts or sea freight.

| Definition: delivery lead time variability

Delivery lead time variability is a measure of how strongly the actual delivery times of a supplier or
procurement item fluctuate around their mean. It is usually expressed as standard deviation, variance
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or range (minimum to maximum) over an observation period. While on-time delivery merely indicates
how frequently delivery dates were met, variability makes the dependability and plannability of the
supply chain measurable.

Distinguishing it from on-time delivery

Two suppliers can have an identical on-time delivery rate of, say, 95 per cent and still differ
fundamentally: one consistently delivers two days before the due date, while the other is sometimes ten
days early and sometimes ten days late. For material planning, the second case is particularly critical,
as it drives safety stock and buffer times. Delivery lead time variability therefore complements on-time
delivery with the dimension of reliability.

e On-time delivery: share of on-schedule deliveries out of all deliveries
e Delivery lead time variability: range of fluctuation of actual delivery times

e Both KPIs together form the picture of delivery reliability

Relevance for inventory and material planning

Replenishment lead time is a key input for reorder point calculations, min-max control and material
requirements planning. The higher the variability, the higher the safety stock level must be to achieve a
consistent service level. In practice, insufficiently considered variability frequently leads either to
excessive inventories or to unplanned missing parts in production. Buyers should therefore understand
variability as a direct cost factor.

| Causes and influencing factors of delivery lead time variability

Delivery lead time variability rarely arises from a single error, but from the interplay of several stages of
the supply chain. A structured root cause analysis is a prerequisite for effective countermeasures. Both
internal influences of the buying company and external factors at the supplier and in transport must be

examined.

Supplier-side causes

Typical drivers are insufficient production capacity, lack of material availability at upstream suppliers,
rework due to quality issues and unfavourable lot sizes. Unclear communication of call-off quantities
and date changes also plays a role. Those who evaluate only on-time delivery and not variability in
supplier management often recognise such structural weaknesses late. A systematic supplier
evaluation should capture both dimensions.

e Capacity bottlenecks and machine breakdowns

e Upstream supplier problems, up to a lack of Tier-n transparency

e Failure to provide feedback on date postponements

Procurement and logistics-related causes

On the buyer side, short-notice call-off changes, unclear specifications and imprecisely agreed delivery
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terms take their toll. The choice of Incoterm arrangement also significantly influences the measurable
delivery time: with EXW, responsibility passes to the buyer early; with DPU, only after the goods are
made available at the destination. Transport bottlenecks, a lack of slot booking at goods receipt and
customs formalities without an experienced customs agent further extend and add variability to delivery
times.

Data and process quality

Without clean master data, no reliable measurement is possible. Incorrect supplier master data
maintenance, inconsistent date fields in the ordering system or delayed goods receipt postings distort
the analysis. Regular data analysis in procurement and a functioning three-way match between order,
goods receipt and invoice create the data foundation for meaningful variability KPIs.

| Methods for measuring and analysing delivery lead time
variability

Measurement follows a simple basic principle: for each delivery, the actual delivery time is compared
with the planned or agreed delivery time, and the differences are evaluated statistically. A consistent
reference point is important, for example from the order date, the call-off date or the shipping
confirmation. Without a uniform counting method, KPIs of different suppliers are not comparable.

Statistical parameters

Frequently used are the standard deviation and coefficient of variation of delivery lead time,
supplemented by the range between the fastest and slowest delivery. For normal cases, variability is
measured over a rolling period of typically six to twelve months. With low delivery volumes, moving
averages are more sensible than static annual figures. Graphical evaluations such as histograms or
control charts make outliers and systematic trends visible.

e Standard deviation of delivery lead time in days

e Coefficient of variation as a relative measure across different items

e Range and percentiles for risk assessment

Segmentation of the analysis

A blanket variability KPI across all items conceals essential patterns. Sensible segmentation is by
product categories, suppliers, modes of transport, country combinations and express orders. Within a
category charter, it can be defined which variability levels are acceptable per category and which
measures apply if they are exceeded. Distinguishing between serial parts and one-off production is
also essential, as variability differs structurally there.

Feedback into material planning

The determined variability values should flow directly back into planning parameters. Instead of blanket
safety lead times, safety stock is calculated from the measured average delivery time and variability.
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With min-max control, the minimum stock level can be derived on a variability basis. This creates a
cycle of measurement, evaluation and parameter adjustment that is continuously optimised in the spirit
of lean procurement.

| Key KPIs for controlling delivery lead time variability

Delivery lead time variability can only be controlled if it is measured regularly and consistently. The
following KPIs have proven themselves in practice and should ideally be reported per supplier, item
group and plant.

Key KPIs at a glance

Alongside the standard deviation of delivery lead time, the combination of average delivery time,
variability and on-time delivery rate has established itself as the standard trio. In addition, delivery date
monitoring provides open dates and early warning signals before deviations reach goods receipt. A
bidding competition for recurring items can also create benchmarks that make the causes of variability
visible.

e On-time delivery rate in per cent
e Standard deviation and coefficient of variation of delivery lead time

e Share of deliveries outside defined tolerance windows

Target values and tolerance windows

There are no fixed industry standards for acceptable variability; agreed tolerance windows for the
individual case are the way forward. For finished parts with short replenishment times, many
companies in practice aim for a fluctuation range of a few days, whereas considerably wider ranges are
normal and factored in for sea freight or long lead time parts. What matters is to set target values in a
binding manner — for example as part of contract negotiations or in supplier agreements — and to
review them regularly.

Operational monitoring

KPIs only work if they are embedded in an operational process. Daily or weekly delivery date
monitoring with automatic escalation in the event of impending date overruns prevents variability from
only being noticed retrospectively. The delivery schedule call-off with fixed agreements on change
deadlines stabilises the call-off chain and reduces planning-related fluctuations on both sides.

| Risks and controls: keeping delivery lead time variability under
control

Untreated delivery lead time variability leads to missing parts, production interruptions, expedited
transport costs and excessive inventories. Risk minimisation begins with supplier selection and does
not end with ongoing monitoring. What is decisive is to anchor variability as a fixed component of
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supplier management and procurement planning.

Risks arising from high variability

The immediate consequences are capital tied up in safety stock and the risk of line stoppages if
planned delivery times are undercut. In addition, high variability makes it harder to use just-in-time
concepts and increases the coordination effort at goods receipt. For critical goods such as components
with dangerous goods management requirements, regulatory aspects come into play, such as special
transport and documentation requirements, which can further amplify fluctuations.

Contractual and process controls

Contractually, binding delivery times, tolerance windows and natification obligations in the event of
foreseeable delays can be agreed; careful contract negotiation is the foundation for this. From a
process perspective, binding delivery call-offs, fixed goods receipt windows via slot booking and
systematic supplier qualification only for qualified, reliable sources help. For critical items, dual sourcing
reduces the risk of failure and creates benchmarks for reliability.

Supplier development instead of sanctions

Sanctions such as penalty payments often only work in the short term. Structured supplier
development is more sustainable: joint root cause analysis, improved production planning, better
forecast quality and joint process optimisation in procurement. Regular supplier meetings based on
objective variability data create acceptance and frequently lead to rapid improvements without straining
the partnership.

| Current developments: delivery lead time variability in volatile
supply chains

Globalised supply chains, scarce raw materials, geopolitical events and climate-related disruptions
have made delivery times noticeably more volatile in recent years. For buyers this means: statistical
variability figures from stable periods quickly lose their validity and must be updated dynamically. Many
companies are therefore building up their resilience capabilities and increasing transparency along the
entire supply chain.

Transparency down to lower supply tiers

Variability frequently arises not at the direct supplier, but at deeper levels of the chain. Concepts such
as Tier-n transparency and traceability make visible where materials are located and where bottlenecks
threaten. Combined with delivery schedule call-off data and transport status information, this creates
an early warning system that not only measures variability but actively anticipates it.

Digitalisation and process optimisation

Automated data capture at goods receipt, Al-supported forecasts and integrated portal systems
significantly reduce the manual effort of measurement. Process optimisation in procurement
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increasingly focuses on automatically feeding variability data into planning decisions. Nevertheless, the
foundation remains well-maintained supplier master data and a clean commercial invoice check that
maps transactions consistently.

Strategic consequences for procurement

Variability is increasingly understood as a procurement risk that influences strategic decisions: site
selection, dual sourcing, regionalisation and contract design. For the protection of intellectual property
rights in contract manufacturing — keyword Intellectual Property Rights (IPR) — a dependable and
plannable supply relationship is also the basis for deeper collaboration. Procurement organisations that
manage variability systematically are measurably better prepared for disruptions.

| Typical metrics

Metric Typical value

On-time delivery rate >95 %
Typical target value for serial parts; may deviate depending on
category and criticality.

Standard deviation of delivery < 3 days
lead time Benchmark for standard parts with short replenishment time;
considerably higher values are common for sea freight.

Share outside tolerance window <5%
Share of deliveries outside agreed early/late tolerances.

Coefficient of variation of delivery <0.2
lead time Relative measure; facilitates comparison across items and suppliers.

| Practical example

A mid-sized mechanical engineering company repeatedly experienced missing parts in final assembly
despite an average on-time delivery rate of around 92 per cent. Data analysis in procurement showed

that while the averages of several suppliers were fine, the variability of individual items was up to three
weeks — caused mainly by short-notice call-off changes and a lack of feedback from the supplier. The

company established a structured measurement and action package.

e |[ntroduction of a monthly variability evaluation per supplier and item group with tolerance windows

e Binding delivery schedule call-off with defined change deadlines and automated delivery date
monitoring

e Establishment of dual sourcing for two critical cast components as well as supplier development for
the main drivers

e Adjustment of safety stock levels based on measured standard deviation instead of blanket buffer
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times

| Conclusion

Delivery lead time variability is the KPI that translates dependability into numbers — and it complements
on-time delivery with the crucial dimension of fluctuation. Those who measure it regularly can
dimension safety stock reliably, identify weaknesses in the supply chain early and develop suppliers in
a targeted manner. The prerequisites are clean master data, uniform counting methods and a fixed
control process with delivery date monitoring. In an increasingly volatile procurement environment,
systematic variability management is turning from a nice-to-have into a competitive factor. Buyers who
manage both KPIs — on-time delivery and variability — together plan objectively better and reduce their
total cost of procurement.

| Frequently asked questions

? What does delivery lead time variability mean?

Delivery lead time variability refers to the range of fluctuation of actual delivery times around the
planned or agreed value. It is usually measured as standard deviation or range. High variability
means poor planning reliability despite good average values and requires higher safety stock levels.

? How is delivery lead time variability calculated?

For each delivery, the difference between actual and planned delivery time is recorded. From these
differences over a period — typically six to twelve months — the standard deviation, coefficient of
variation or range is calculated. It is important to use a consistent reference point, such as the order
or call-off date, so that values remain comparable.

7 What level of delivery lead time variability is acceptable?

There is no universally applicable limit; acceptable values depend on the product, mode of transport
and procurement strategy. For serial parts with short replenishment times, many companies in
practice aim for a fluctuation range of just a few days, whereas larger ranges are common for sea
freight or long lead time parts. Category-specific tolerance windows are the sensible approach.

? How can delivery lead time variability be reduced?

Effective levers include binding delivery call-offs with clear change deadlines, automated delivery
date monitoring, slot booking for fixed goods receipt windows and targeted supplier development.
For critical items, dual sourcing reduces risk and creates benchmark comparisons. A clean data
foundation for root cause analysis is always the basis.

7 What is the difference between on-time delivery and delivery lead time variability?

On-time delivery measures how frequently delivery dates were met, whereas variability measures
how strongly delivery times fluctuate overall. A supplier can have high on-time delivery performance
yet still exhibit extreme variability if they sometimes deliver significantly early and sometimes
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significantly late. Both KPIs are required together for inventory planning.

? Why is delivery lead time variability important for inventory levels?
Safety stock must cover the uncertainty of the replenishment lead time. The greater the variability,
the more safety stock is needed to maintain the same service level. Variability-based planning
parameters therefore either reduce inventory costs or measurably reduce the risk of stockouts.

Find the right suppliers on Amplifa

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