AMPLIFA PROCUREMENT GLOSSARY

Order fulfilment process: from demand to
payment in procurement

The order fulfilment process describes the entire operational execution of a procurement project,
starting with demand notification through purchase order, delivery and inspection to invoice
processing and lessons learned. It forms the backbone of operational procurement and connects
specialist departments, purchasing, logistics, quality management and finance. A well-structured,
coordinated order fulfilment process lowers order costs, reduces error rates and creates
transparency over deadlines, quantities and costs. For technical buyers in mechanical and plant
engineering, it is a decisive factor in whether delivery commitments are reliably met.

Key facts

* The order fulfilment process typically comprises six phases: demand notification, enquiry, purchase
order, delivery monitoring, goods receipt inspection and invoice matching.

* In practice, unsupervised transitions between phases cause most delays, for example when order
approval is missing.

 Digital procurement and no-touch orders frequently increase the degree of automation in practice
and reduce manual effort per purchase order.

« Clear responsibilities and escalation paths are among the most effective control instruments in the
order fulfilment process.

« KPIs such as touchless rate, lead time and delivery reliability make the quality of the order fulfiiment
process measurable.

* A review with lessons learned ensures that deviations are avoided in future.

Definition: order fulfilment process

The order fulfilment process is the firmly defined sequence of work steps by which a requirement is
processed through to complete fulfilment of the supply or performance contract. It is part of operational
procurement and differs from strategic procurement, which prepares the selection of suppliers and
terms. In glossary terms, it is often also referred to as 'Beschaffungsabwicklung' (procurement
execution) or in English as ‘procurement process' or ‘order-to-pay’.

Distinction from strategic procurement

Strategic procurement determines from whom and on what terms goods are purchased — for example
through supplier selection, framework agreements or single-source management. The order fulfilment
process then puts these decisions into operation: it turns an agreed framework into concrete purchase
orders, deliveries and payments. The two levels interlock, because weaknesses in fulfilment impair even
the best strategy, and conversely a stable process is difficult to steer without a reliable contractual basis.

Phases at a glance
A complete order fulfilment process can generally be divided into six phases. The phases build on one
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another, with feedback loops — for example in the event of complaints or the quantity deviation workflow
— being common.

« Demand notification: the specialist department reports a material or service requirement, often
triggered by material requirements planning (MRP)

» Enquiry and request for quotations including the award decision

« Purchase order with review, account assignment and order approval

« Delivery monitoring including coordination of deadlines and partial quantities

» Goods receipt inspection and quality control

« Invoice verification, clarification of open points and payment

Methods and approach in the order fulfilment process

A robust order fulfilment process is characterised by standardised procedures, clear responsibilities and
few, defined interfaces. Depending on the material class and risk profile, the process is designed with
varying degrees of rigour: standard parts follow a lean route, while critical parts or new parts in the
ramp-up pass through additional inspection and approval stages.

From demand to purchase order

The starting point is the demand notification, which may arise manually, via a materials planning
department or directly from the MRP system. Purchasing checks the required quantity, deadline and
budget, adds account assignment and cost centre details, and forwards the transaction for order
approval. Approval thresholds and authority levels are typically defined in an approval matrix. The order
is then placed with the supplier — in the case of framework agreements, often as a call-off or delivery
schedule agreement with rolling deadline and quantity information.

Delivery monitoring and goods receipt

After the order is placed, responsibility lies with purchasing or materials planning: deadlines are
monitored, shortfalls and delays are documented and escalated if necessary. Goods receipt checks
quantitative conformity with the purchase order; quality management performs the technical inspection
according to the inspection plan. In the event of quantity or quality deviations, a defined quantity
deviation workflow or complaint process takes effect, which also governs the return shipment to the
supplier.

Invoice verification and completion

The invoice is matched against the purchase order and the goods receipt (three-way match). If all
details agree, payment is made according to the agreed payment terms; in the event of deviations, a
clarification case is triggered. In parallel, purchasing maintains master data: vendor master record
creation must be performed cleanly and with checks such as KYC in procurement (identity and
creditworthiness verification), so that payments go to the right party and the right account.

Key KPIs for evaluating the order fulfilment process

Only those who measure the order fulfilment process can eliminate weaknesses in a targeted manner.
Procurement controlling typically uses a handful of core KPIs that map lead times, degree of automation
and reliability. What matters is the uniform definition of the KPIs across sites and teams, so that the
values remain comparable.
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Efficiency KPIs

Central efficiency measures are the lead time from demand notification to purchase order, the number
of open purchase orders and the touchless rate — the share of transactions running automatically
without manual intervention. In practice, touchless rates in well-established digital procurement
processes are significantly higher than in manually controlled environments; a benchmark often quoted
for standard-area purchase orders is well over 50%. In addition, the number of clarification cases in
invoice processing shows where interfaces are snagging.

Supplier and quality KPIs

Delivery reliability, delivery dependability and the rate of error-free deliveries assess the supplier side of
the process. Quality audits and supplier assessments complement the operational data and feed into
supplier evaluation and, where applicable, single-source management. For new parts in the ramp-up,
EARLY data or ramp-up deviations are additionally reported separately, so that early teething problems
do not distort the series-production KPIs.

Risks and controls in the order fulfilment process

Typical risks range from missing order approval to unauthorised price changes to fraud attempts
involving invoices and altered bank details. Since the order fulfilment process involves many
departments, risks arise mainly at the transitions. Effective control therefore means: defined checking
steps at every interface, a clear separation of responsibilities and complete documentation.

Compliance and confidentiality

Many technical procurements require the disclosure of drawings, specifications or key parameters.
Confidentiality agreements are required for this, the classification of which is documented via a
confidentiality level — for example during data exchange in the context of co-development. Purchasing
must ensure that only authorised persons have access and that confidentiality rules are also passed on
to subcontractors. Breaches can have legal consequences and reputational risks and should be
examined legally on a case-by-case basis.

Supplier, country and quantity risks

Dependence on individual suppliers is inherent in single-source management; failures or capacity
bottlenecks have a direct impact on the order fulfilment process. Country risk in procurement — such as
export controls, customs clearance or political uncertainty — requires additional checks for international
procurement. Quantity risks arise when deviating delivery quantities remain unaddressed; a consistent
quantity deviation workflow with offsetting, returns or credit notes closes this gap. Advance orders to
secure critical capacities are a common countermeasure, but require a clear contractual and budgetary
anchoring.

Internal controls and master data quality

Effective controls focus on the high-value and high-risk points: an approval matrix for purchase orders,
the four-eyes principle for changes to terms, regular review of vendor master records and
plausibility-checked maintenance of planning parameters, so that requirements are not based on
outdated parameters. Order costs can be reduced by using catalogue and framework processes — a
common rule of thumb in practice: transaction costs per purchase order fall significantly with each stage
of automation. A software-independent ground rule: bundle controls where amounts are large, suppliers
critical or processes manual.
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Current developments: digitalisation of the order fulfilment process

The order fulfilment process is increasingly shifting from manual steps to digital, in some cases largely
automated procedures. Digital procurement means not just electronic ordering, but an end-to-end data
chain from demand notification to payment, including automatic status information to internal customers
and suppliers.

Automation and no-touch orders

Catalogue orders, contract-based release orders and no-touch order procedures reduce manual
intervention to a minimum. Prerequisites are clean master data, reliable terms and clear rules on when
a transaction may run automatically and when manual review is mandatory. In practice, it has proven
successful to roll out automation first for recurring, standardised requirements and to deliberately
manage critical procurement manually.

Transparency, data quality and Al support

Supplier portals, electronic order confirmations and digital transport documents such as the bill of lading
in sea freight increase transparency along the supply chain. Al-supported enquiry and quotation
processing shortens processing times, but does not replace the technical review by the buyer. At the
same time, requirements for data quality and data protection are increasing; the confidentiality level of
documents must also be systematically mapped in digital workflows.

Resilience and sustainability

Supply chain events in recent years have shifted the focus to resilience: multi-sourcing strategies, earlier
order dates and closer collaboration with suppliers shape order fulfilment. Sustainability requirements —
such as due diligence obligations in the supply chain — entail additional checking steps in the order
fulfilment process. Legal obligations depend heavily on the individual case and industry and should be
examined on a case-by-case basis.

Typical metrics

Touchless rate: typically > 50%
Share of purchase orders without manual intervention; rises with the level of digitalisation

Lead time from demand to purchase order: typically 1-5 working days
for standard demand; critical parts take longer

Delivery reliability (OTD): typically > 95%
Share of on-time deliveries, core KPI of delivery monitoring

Invoice clarification rate: typically < 5%
Share of invoices with a deviation in the three-way match

Practical example

A mid-sized mechanical engineering company with around 300 employees had high order costs and
frequent delays in the delivery of bought-in parts. Root cause analysis revealed: unclear approvals,
outdated planning parameters and a complaint process without clear responsibilities. Within one year,
the order fulfilment process was restructured.

 Introduction of an approval matrix with digital order approval up to a defined amount
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» Regular maintenance of planning parameters in monthly reviews between purchasing and materials
planning

« Establishment of a standardised quantity deviation workflow including documented returns for
defective quantities

* Quarterly lessons-learned rounds with the most important suppliers to improve delivery reliability
and quality

Conclusion

The order fulfilment process is the operational heart of procurement and determines whether strategic
procurement decisions actually create value. A functioning process is characterised by clearly separated
phases, defined responsibilities and measurable KPIs. Controls belong at the high-risk interfaces — from
order approval through invoice verification to vendor master record creation. Digitalisation and
automation offer considerable leverage, but do not replace clean master data and clear rules. Those
who regularly improve the order fulfilment process in the spirit of lessons learned lower order costs,
improve delivery reliability and strengthen their position in the supplier network.

Frequently asked questions

What is meant by the order fulfilment process in procurement?

The order fulfilment process is the standardised sequence of all operational steps of a procurement
project — from demand notification through enquiry, purchase order and delivery monitoring to goods
receipt and invoice processing. It puts strategic procurement decisions such as framework agreements
and supplier selection into practice. The aim is a timely, error-free and efficient workflow with clear
responsibilities.

What phases does the order fulfilment process comprise?

Typically six: demand notification, enquiry and award, purchase order including order approval, delivery
monitoring, goods receipt and quality inspection, and invoice matching and payment. In case of
deviations, feedback loops such as complaints or the quantity deviation workflow apply. After
completion, a review in the sense of lessons learned often follows.

Which KPIs are suitable for measuring the order fulfilment process?

Key KPIs are lead time to purchase order, touchless rate as the share of automated transactions,
supplier delivery reliability, the clarification rate in invoice processing, and transaction costs per
purchase order. The values should be uniformly defined and comparable across sites. Procurement
controlling is usually responsible for the evaluation.

How can the order fulfilment process be digitalised?

Approaches include catalogue orders, contract-based call-offs, no-touch order procedures and
electronic order confirmations from suppliers. Prerequisites are clean master data, reliable terms and
clear automation rules. In practice, the standard area is automated first, while critical procurement is
deliberately left to manual review.

What risks arise in the order fulfilment process?

Common risks are missing or bypassed order approvals, price deviations, invoice fraud attempts,
delivery risks in single-source management, and country risk in procurement for international
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purchasing. Breaches of confidentiality concerning sensitive technical documents are also relevant.
Countermeasures include the four-eyes principle, defined workflows and regular checks.

What is the difference between the order fulfilment process and the procurement
process?

The procurement process covers strategic and tactical steps such as demand planning, supplier
selection and contract negotiation. The order fulfilment process is the operational part that turns these
decisions into concrete purchase orders, deliveries and payments. Both levels are interlinked:
weaknesses in fulfilment undermine the results of the strategy.
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