
PROCUREMENT GLOSSARY

A-Supplier: The Strategic Core
Supplier in Procurement
A-suppliers are a company's most important suppliers – the sources of supply whose failure or

performance decline would immediately jeopardise the company's own production. They

typically account for a disproportionate share of procurement volume or supply critical

materials and services that are difficult or impossible to substitute. The term is part of a widely

used ABC analysis in supplier management, which categorises suppliers into A-, B- and

C-classes according to importance. For procurement and supply chain professionals, the

A-supplier is therefore at the centre of strategic sourcing, risk prevention and collaborative
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partnership.

Key facts at a glance

01 A-suppliers typically account for 60 to 80 per cent of procurement volume, yet usually

represent only a small share – often 5 to 20 per cent – of all suppliers.

02 In practice, classification is based not only on revenue share but also on criticality,

substitutability and supplier risk.

03 A-suppliers generally receive closer collaboration, strategy meetings at management

level and priority for supplier management resources.

04 Typical control mechanisms include supplier credit checks, contingency plans, second

sourcing and regular supplier evaluations.

05 High dependence on individual A-suppliers entails supply chain risks and can weaken

the negotiating power of procurement.

06 In procurement portfolio analysis, the A-supplier is frequently assigned to the strategic

quadrant, which focuses on long-term partnership rather than pure price squeezing.
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Definition: A-supplier

An A-supplier is a supplier of the highest priority class in the ABC classification of the supplier master.

It is characterised by high procurement volume, high criticality of the supplied goods or services, or low

availability of alternatives. The failure of an A-supplier usually has immediate consequences for the

production, delivery capability or product quality of the purchasing company.

Distinction from B- and C-suppliers

B-suppliers have medium volume or medium criticality; their failure can usually be overcome with

reasonable effort. C-suppliers cover small-volume or easily substitutable requirements and are often

managed via Catalog Buying or simplified ordering processes. While C-suppliers primarily require

process efficiency, strategic collaboration is the focus for A-suppliers. The boundaries between the

classes are fluid and company-specific; a C-supplier of standard parts can indeed be critical if it holds a

monopoly position in the market.

Multi-dimensional classification

Practice has shown that a pure volume perspective falls short. Modern approaches combine

procurement volume with criteria such as supply risk, technological importance, the number of

available alternatives and quality relevance. A supplier with low volume but exclusive speciality

materials can thus achieve A-relevance just as much as a volume supplier of standard components.

The categorisation should be reviewed periodically, as volumes, market conditions and risk exposure

can change.

Methods and approach for identifying and managing A-suppliers

A-suppliers are typically identified through an ABC analysis of procurement volume, supplemented by a

risk and criticality assessment. On this basis, companies define class-specific support strategies,

contract models and control mechanisms. The aim is to pool procurement resources where they have

the greatest leverage for security of supply, cost and innovation capability.

ABC analysis and procurement portfolio analysis

In the first step, suppliers are sorted and cumulated by annual volume; the leading shares form the

A-class. This is followed by a qualitative classification, for example via procurement portfolio analysis

with the dimensions of supplier market power and strategic importance of the requirement. A-suppliers

with high market power require partnership and risk mitigation, while A-suppliers with lower market

power can reveal additional economies of scale and bundling potential. The results feed into category

management and annual procurement planning.

Supplier evaluation and credit checks

A-suppliers should be evaluated regularly against defined criteria such as on-time delivery, quality,

responsiveness, price development and innovation performance. In addition, an ongoing supplier credit

check is advisable in order to detect financial early-warning signs such as declining credit ratings, long
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Days Sales Outstanding (DSO) at the supplier or negative corporate news in good time. In critical

constellations, annual meetings at executive level and insights into capacity and investment planning

help. The evaluation results determine measures such as development programmes, contract

adjustments or the establishment of alternative sources of supply.

Contract design and terms

Framework agreements spanning several years are frequently concluded with A-suppliers, for example

in the form of a Master Service Agreement (MSA) or a long-term supply contract. Typical elements are

price escalation clauses for reliable adjustment in the event of raw material or energy cost changes,

volume tiers with economies of scale, service level agreements and clearly regulated provisions for

evaluating alternative offer components. Sub-supply and vesting agreements, forecast handovers, and

rights to tooling and intellectual property also deserve particular attention, as they can be vital in the

event of disputes or supplier failure.

Key KPIs for managing A-suppliers

Managing A-suppliers requires robust metrics that reflect supply, performance and cost. These KPIs

are generally collected monthly or quarterly and discussed jointly in supplier meetings. It is important

that the measurement variables are contractually anchored and measurably defined.

Operational performance metrics

Key metrics are on-time delivery (share of punctual and complete deliveries), delivery time (lead time)

including its variability, and quality metrics such as parts-per-million defect rate (PPM) and complaint

rate. In addition, metrics on stock coverage and the capital tie-up duration of critical materials provide

insights into supply buffers and tied-up working capital. For A-suppliers, the reliability of volume

forecasts is also relevant, as miscalculations here have disproportionate consequences.

Cost and financial metrics

On the cost side, relevant factors are the price index per category, the rate of increase in procurement

prices compared with the previous period and the supplier's contribution to savings targets. A total cost

tree analysis helps to include freight, quality, processing and risk costs beyond the purchase price

alone. The cash flow impact of payment terms plays a special role with high-volume A-suppliers: longer

payment terms improve the company's own liquidity but can strain the supplier's creditworthiness – a

trade-off that should be managed consciously. Instruments such as Evaluated Receipt Settlement

(ERS) can reduce process costs in accounting and simplify handling.

Risk and relationship metrics

In addition, KPIs on the risk situation are recommended, such as the number of available second

sources per critical item, the share of single-source items with the A-supplier and the status of

completed contingency plans. Soft factors such as innovation contributions, joint cost reduction projects

and the quality of operational communication should also be assessed periodically. A scoring system
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that weights hard and soft criteria creates a consistent decision-making basis for award decisions and

development measures.

Risks and controls in dealing with A-suppliers

High dependence on a few A-suppliers is one of the most serious risk positions in procurement.

Production stoppages, quality problems, supplier price pressure or the partner's financial difficulties

have a direct impact on the company's own value creation. Systematic risk management with clear

controls is therefore a mandatory component of A-supplier management.

Supply chain and dependency risks

Typical risks are single-source situations, geographical concentration, capacity bottlenecks and

succession or ownership changes at the supplier. The company's own dependence also works in

reverse: as a customer accounting for only a small share of the A-supplier's revenue, one often has low

priority during shortages. Value stream analysis of one's own production helps to make the actual

supply criticality of individual components visible across multiple stages. On this basis, buffer strategies

such as safety stocks, long-term capacity reservations or second sourcing can be derived.

Compliance, quality and contract compliance

A Supplier Code of Conduct governs expectations regarding ethics, human rights, environmental

protection and information security and should be contractually fixed and audited, especially for

A-suppliers. Compliance violations can cause supply interruptions, reputational damage and liability

risks. Contracts should also include change management, escalation paths, reclaim rights for tools and

drawings, and defined exit and transition scenarios. A documented procurement approval workflow

ensures that critical contract changes with A-suppliers are reviewed and released at multiple levels.

Early-warning system and exit strategy

An effective early-warning system combines credit data, operational indicators such as rising delivery

delays or quality deviations, and market observations on prices and capacities. Anomalies are

assessed in a defined escalation process that defines clear responsibilities and decision paths. In

parallel, a documented exit strategy should exist for every critical A-supplier: qualified second sources,

transition stocks, technical alternatives and an implementation plan with responsibilities and deadlines.

Regular tests – such as verifying that a qualified second source is actually capable of delivering –

prevent a false sense of security.

Current developments: resilience, digitalisation and partnership

The understanding of the role of A-suppliers has shifted significantly in recent years. Supply chain

crises, geopolitical tensions and regulatory requirements have firmly anchored the issue of security of

supply at board level. At the same time, digital platforms and data integration enable closer, more

transparent collaboration with strategic partners.
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From price squeezing to resilience

While the focus in past years was often on price pressure and global single sourcing, resilience is

gaining importance. Companies are diversifying critical sources of supply, relocating parts of

procurement closer to their production sites and partially accepting higher costs as the price for

security of supply. In the sourcing wave plan, outsourcing and qualification activities across several

categories are bundled and scheduled in tandem in order to pool effort and systematically build up

second sources. Price comparisons are increasingly conducted through structured formats such as the

reverse auction – although with strategic A-suppliers usually only for clearly separable service

components.

Digital integration and supplier enablement

Digital data exchange reduces frictional losses along the supply relationship. Topics such as supplier

enablement – the systematic connection and qualification of suppliers for digital processes – are

gaining importance: electronic catalogues, automated ordering and receiving processes, consistent unit

and currency master data and integrated forecasts are building blocks. This creates transparency about

open orders, forecast adherence and capacity situations in near real time. For A-suppliers, this

investment is particularly worthwhile because the largest process volume and the closest collaboration

exist here.

Regulatory requirements and sustainability

Supply chain laws and sustainability reporting increase the due diligence effort along the supply chain.

A-suppliers are in focus here, as due diligence checks generally concentrate on significant suppliers.

Companies are establishing risk-based processes that combine questionnaires, audits and remedial

measures and document them. The results increasingly feed into supplier evaluation and award

decisions, making sustainability a measurable criterion alongside quality, cost and delivery

performance.

Typical metrics

Metric Typical value

Share of purchasing volume typically 60–80%

A-suppliers usually represent a small share of the supplier base but

dominate the volume.

Share of total number of
suppliers

commonly 5–20%

Classic ABC analysis: few A-suppliers, many C-suppliers.

Supplier evaluation frequency in practice quarterly to semi-annually

A-suppliers are evaluated considerably more often than B- and

C-suppliers.

Amplifa Marketplace · Procurement glossary Page 5 of 8



A-Supplier: The Strategic Core Supplier in Procurement

Executive-level strategy meetings usually 1–2 per year

A standard element of supplier relationship management for

A-suppliers.

Number of qualified alternative
suppliers (second source)

commonly at least 1 per critical item

Risk mitigation where dependence is high; for strategic items this can

be difficult to achieve.

Creditworthiness check in practice annually or continuously

Criticality and supplier risk determine the check frequency.

Practical example

A medium-sized mechanical engineering company with around 400 active suppliers identifies 18

A-suppliers in an ABC analysis, which together account for around 65 per cent of procurement volume.

Among them is a single-source supplier of special gearboxes, whose failure would bring the entire final

assembly to a standstill. The company responds with a bundled package of measures:

Building a risk dossier per A-supplier with an annual supplier credit check and defined escalation

paths

Qualifying a second source for the critical gearboxes as part of the sourcing wave plan, including

sample inspection and release

Concluding a multi-year framework agreement with a price escalation clause, capacity commitment

and forecasting procedures

Introducing a joint KPI review with monthly on-time delivery and quality reporting as well as an

annual strategy meeting at executive level

Conclusion

The A-supplier is more than the supplier with the highest revenue: it is a strategic partner whose

performance capability and reliability significantly determine the company's own competitiveness.

Professional A-supplier management combines systematic classification, robust KPIs, active risk

management and collaborative partnership on an equal footing. At the same time, high dependence

requires deliberate countermeasures such as second sources, contractual safeguards and

early-warning indicators. Those who manage A-suppliers systematically turn dependence into a

responsibly managed partnership. In this way, the A-supplier is transformed from a potential risk into a

manageable competitive advantage.

Frequently asked questions

? What is an A-supplier?

An A-supplier (A-list supplier) is a supplier of the highest priority class in the ABC classification of
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the supplier master. It is characterised by high procurement volume, critical materials or low

substitutability. Its failure typically jeopardises the company's own production immediately.

A-suppliers therefore receive more intensive support and strategic collaboration than B- and

C-suppliers.

? How does an A-supplier differ from a B- or C-supplier?

The distinction is based on volume and criticality: A-suppliers cover the largest share of

procurement volume or critical requirements, B-suppliers the middle range, and C-suppliers

small-volume, easily replaceable requirements. C-suppliers are usually managed with an efficiency

focus through simplified processes such as Catalog Buying. With A-suppliers, partnership, risk

management and long-term contracts take centre stage. When drawing the boundaries, risk and

market power should be considered alongside volume.

? Which criteria determine classification as an A-supplier?

Typical criteria are annual procurement volume, the criticality of the supplied items for production

and the end product, the number of available alternatives, the supplier's market power, quality

relevance and financial stability. A supplier with low volume but exclusive speciality materials can

also have A-relevance. In practice, quantitative ABC analyses are combined with qualitative risk

assessments. The classification should be reviewed and updated regularly.

? What risks arise from high dependence on A-suppliers?

Key risks include production stoppages in the event of supply failure, the supplier's price and power

dominance, quality problems, capacity bottlenecks and financial difficulties on the partner's side.

Dependencies within the A-supplier's own supply chain can also be transmitted to the purchasing

company. Countermeasures include supplier credit checks, safety stocks, qualified second sources,

contractual safeguards and contingency plans. A documented early-warning and escalation system

is essential in this regard.

? How many A-suppliers does a company typically have?

In practice, around 60 to 80 per cent of procurement volume typically comes from roughly 5 to 20

per cent of suppliers – this group forms the A-class. With a supplier base of several hundred

vendors, this often corresponds to a double-digit number of A-suppliers. The exact number depends

on industry structure, depth of in-house manufacturing and the degree of standardisation. What

matters is less the absolute number than the recognisable concentration of risk.

? Which contractual elements are particularly important for A-suppliers?

Proven approaches include long-term framework agreements or a Master Service Agreement

(MSA) with clear service levels, volume commitments and forecasting procedures. Price escalation

clauses ensure a fair, predictable adjustment when costs change. Also relevant are provisions on

tooling and intellectual property, change management, compliance requirements such as a Supplier

Code of Conduct, as well as exit and transition scenarios. Everything should be legally reviewed on

a case-by-case basis.
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Find the right suppliers on Amplifa

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

receive comparable offers.

amplifa-marketplace.com
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