AMPLIFA PROCUREMENT GLOSSARY

Requirements management: capturing,
evaluating and implementing requirements in
a structured way

Requirements management refers to the structured process by which companies capture,
document, evaluate and translate the needs of internal and external stakeholders into
implementable specifications. In industrial procurement and manufacturing, it forms the foundation
that enables development, procurement and suppliers to work from the same, unambiguous
requirements baseline. Functioning requirements management reduces change loops, incorrect
sample approvals and additional costs that frequently arise from unclear or contradictory
requirements. The following glossary article explains the term, methods, KPIs and typical pitfalls
from a buyer's perspective.

Key facts

* Requirements management captures, structures and prioritises requirements across the entire
lifecycle of products, parts and services.

« In procurement, it ensures that specifications are unambiguous, verifiable and usable for bidder
communication and contract conclusion.

« Core methods include requirements lists with must-have and nice-to-have criteria as well as
traceability from the original idea through to acceptance.

» Typical KPIs are the proportion of unambiguously specified requirements, the change rate after
approval and schedule adherence in the sample approval process.

« Common sources of error are unclear responsibilities, missing version control and requirements
without measurable acceptance criteria.

Definition: requirements management

Requirements management encompasses all activities for systematically capturing, documenting and
evaluating requirements for products, components, processes and services and for controlling changes
to them. It forms the interface between business departments, development, quality assurance and
procurement.

Distinction from requirements specification and design specification

The requirements specification describes, from the customer's perspective, what a product or service is
supposed to do; the design specification describes how the contractor will implement this. Requirements
management is the overarching process that populates both documents with content, keeps them up to
date and controls changes. In practice, the boundaries often become blurred when suppliers are
involved early in the design process. What remains essential is that responsibilities for content, approval
and change are clearly regulated. Without this clarification, disputes arise over which document version
is binding, which can lead to renegotiations and delays, particularly in tenders and bidder
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communication.

* Requirements specification: What is to be delivered?
» Design specification: How will it be implemented?
* Requirements management: Who maintains, evaluates and approves?

Requirements in the procurement context

For buyers, requirements are the basis of every enquiry and every contract. They range from technical
data and drawings to quality and logistics requirements through to compliance topics, such as
obligations under supply chain due diligence legislation. Requirements are frequently structured using
standardised article classifications such as UNSPSC to make enquiries comparable across systems.
The more complete the requirements documentation, the more precisely suppliers can quote and the
more comparable the offers become. In practice, incomplete requirements typically lead to clarification
queries, divergent interpretations and, in the worst case, expensive mis-orders or quality problems at
goods receipt inspection.

* Technical requirements: dimensions, materials, tolerances
« Qualitative requirements: inspection plans, certificates, First Pass Yield (FPY)
- Commercial requirements: prices, Incoterms such as DPU, payment terms

Methods and approach in requirements management

A pragmatic process is usually sufficient: capture, structure, evaluate, approve and change
requirements over their lifecycle. What is decisive are clear roles and comprehensible versions.

Capturing and structuring

Requirements should ideally be collected centrally, for example in a requirements catalogue, a matrix or
a document template. The distinction between mandatory, desirable and optional criteria has proven its
worth: mandatory criteria are exclusion criteria, desirable criteria are evaluated, and optional criteria
would be nice to have. For replacement and new parts, the link to the bill of materials is part of this, so
that it is clear which line item has to fulfil which requirements. Logistics requirements, such as safety
stocks, which are later derived via a Safety Stock Calculation, or quantity plans from Material
Requirements Planning (MRP), should also be defined early, as they flow directly into enquiries,
purchase order proposals and approval processes.

» Define mandatory criteria as exclusion criteria
 Link requirements to bill of materials line items
 Clarify logistics and quantity requirements early

Evaluating and prioritising

Not every requirement is equally important. In the evaluation, benefit, effort, risk and time pressure are
weighed against each other. Instruments for this include utility value analyses, weighted evaluation
matrices or, in a portfolio context, procurement portfolio analysis, with which decision-makers separate
strategic from uncritical requirements. The result is a prioritised list that clearly shows which criteria are
negotiable and which are not. This clarity is particularly valuable in tenders: those who know which
requirements are indispensable can make targeted concessions in bidder communication and
negotiations without jeopardising core objectives.

« Utility value analysis with weighted criteria
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» Procurement portfolio analysis for strategic classification
- Define negotiation leeway in advance

Change management and traceability

Requirements change: drawing revisions are updated, quantities adjust, statutory requirements are
added. Change management with version control, approval processes and documentation of impacts is
therefore part of the core of requirements management. Every change should be traceable: who
requested it, who reviewed it, and which documents, bills of materials and contracts are affected? In
manufacturing, this is reflected in change services such as initial sample approval (EMPB) or sample
deliveries, in which changed requirements must be demonstrably validated before series production
starts.

» Version control for all requirements documents
* Impact analysis before every change
» Validation via EMPB or sample delivery

Requirements management in procurement: from enquiry to
purchase order approval

Procurement translates requirements into market-ready documents: enquiries, specifications and
contracts. The quality of this translation determines the success or failure of procurement.

Requirements specification in tenders

In tenders, requirements are formulated so that suppliers can understand and fulfil them unambiguously.
The contract draft-oriented approach has proven effective: requirements are formulated as binding
contract annexes, including terms and conditions, acceptance criteria and delivery rules. Technical
drawings, standards and inspection plans belong in this as much as requirements for documentation
and traceability. In competitive procedures, elements such as a Reverse Auction can be used,; for this,
the requirements must beforehand be precise enough that purely price-driven comparisons are
meaningful. Vague specifications in auctions frequently lead to selection by underbidding, with later
quality problems.

* Requirements as binding contract annexes
» Define acceptance and handover criteria
» Reverse Auction only for clearly specified services

Supplier selection based on requirements

Requirements also form the benchmark for supplier selection. Criteria such as capacity, certifications,
logistics concept and financial stability are formulated as requirements placed on the supplier and
mapped in the supplier status. This status documents which requirements a supplier fulfils, for example
in areas such as quality, sustainability or delivery reliability, and controls which orders they may receive
at all. A cleanly maintained supplier status thus links requirements management and risk control:
suppliers who cannot demonstrably fulfil requirements are not shortlisted in the first place or only
receive restricted approvals.

* Map requirements placed on suppliers in the supplier status
* Require certifications and inspection plans as evidence
» Link approvals to status requirements
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From contract to operational implementation

After contract conclusion, requirements must reach operational procurement. Purchase order approvals
check whether the release order complies with the agreed specifications, prices and conditions; a
planned-versus-actual price comparison helps identify deviations from the contractual basis early.
Contract Renewal and Automatic Contract Renewal require that requirements remain up to date: if a
system renews automatically without checking the requirements baseline, outdated specifications
become entrenched. Regular reviews ensure that requirements, contracts and operational processes
such as purchase order proposal and Material Requirements Planning (MRP) remain consistent.

» Check purchase order approval against the requirements baseline
» Planned-versus-actual price comparison for deviations
* Review requirements before contract renewal

Key KPIs in requirements management

Requirements management can be measured, even if many metrics are process-related. Indicators that
reflect the quality, speed and stability of the process are meaningful.

Quality and completeness of requirements

Typical metrics include the proportion of fully specified enquiries, the number of supplier queries per
enquiry and the change rate after approval. High query rates indicate unclear requirements; a high
change rate after approval shows that requirements were tested too early or too little. The First Pass
Yield (FPY) in sample approval and series production start also reflects how well requirements were
clarified upfront: high rework frequently means that requirements had to be clarified retrospectively. In
practice, values such as over 95 per cent fully specified enquiries are considered ambitious but
achievable.

* Proportion of unambiguously specified enquiries
* Queries per enquiry
« Change rate after approval

Lead time and process stability

Lead times from requirement capture to purchase order approval show how quickly the process works. It
is important to differentiate them by requirement type: catalogue orders require different lead times than
new parts with initial sample approval (EMPB). In addition, schedule adherence in the sample approval
and approval process indicates whether requirements are clarified in time before production start. A
planned-versus-actual comparison between planned and actual lead times reveals bottlenecks, for
example in technical review or purchase order approval. These metrics are well suited to regular
process reviews with development and procurement.

« Lead time from requirement to approval
* Schedule adherence in sample approval
* Planned-versus-actual comparison

* heading

Cost and risk impact

Ultimately, good requirements management shows in the cost and risk situation: fewer incorrect sample
approvals, fewer returns, lower additional costs from changes after series production start. This can also
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be tracked quantitatively, for example via costs of change requests after approval or via scrap rates.
Effective requirements management acts preventively here: it moves clarification forward, where
changes are cheap, rather than backward, where they become expensive. This cost impact is often the
strongest argument to management when it comes to investing in processes and tools.

« Costs of changes after approval
» Scrap and rework rates
« Avoidance costs through early clarification

Risks, typical mistakes and controls

Most problems in requirements management arise not from a lack of knowledge but from unclear
responsibilities, a lack of discipline with changes and a lack of integration between systems.

Typical sources of error

Requirements management is frequently misunderstood as a paperwork exercise: lists are maintained
but not lived. Typical mistakes are requirements without measurable acceptance criteria, contradictory
instructions from different departments, missing version control and requirements that were only
communicated verbally. Ignoring stakeholders is also common: if quality assurance or logistics are
involved too late, their requirements are missing, such as inspection instructions or delivery windows.
This then manifests in order clarification as queries, deviating samples in initial sample approval (EMPB)
or renegotiations that could have been avoided.

* Requirements without acceptance criteria
« Contradictions between departments
» Late involvement of QA and logistics

Controls and reviews

Effective controls are review meetings before approval, checklists for completeness and systematic
traceability. A structured review checks whether every requirement is unambiguous, verifiable, feasible
and assigned to an owner. For quality problems, an Ishikawa Diagram helps trace causes back to
requirements deficiencies, such as unclear tolerances or missing inspection instructions. Regular
planned-versus-actual reconciliations between requirements documentation, bill of materials and actual
procurement reveal drift, i.e. the gradual divergence between what is required and what is procured.

* Review before every approval
 Ishikawa Diagram for quality problems
« Planned-versus-actual reconciliation between requirement and procurement

Compliance and legal aspects

Requirements also include legal and regulatory topics: product conformity, documentation obligations,
obligations under supply chain due diligence legislation or contractual liability limitations such as
Indemnity clauses. These requirements belong in the requirements documentation from the outset, not
only in contract negotiation. Since legal assessments depend heavily on the individual case, binding
formulations should be reviewed legally where in doubt. As a general rule: the earlier compliance
requirements flow into the specification, the lower the risk of renegotiations, delivery blocks or regulatory
violations later in the process.

« Define compliance requirements from the outset
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« Clarify liability issues such as Indemnity early
« Plan for legal review on a case-by-case basis

Current developments: digitalisation and Al in requirements
management

Digitalisation is fundamentally changing requirements management. Tools for structured capture,
automated checks and Al-supported analyses reduce manual effort and increase the quality of the
requirements documentation.

System support and data quality

Modern ERP and e-procurement systems link requirements with master data, bills of materials and
procurement processes. The prerequisite is data quality: duplicates, outdated article master records and
inconsistent descriptions undermine any automated support. Concepts such as the Golden Record, i.e.
a consistent, cleansed master data record per article or supplier, are therefore close relatives of
requirements management. Measures such as Content Enrichment improve article descriptions and
classifications, for example according to UNSPSC, so that requirements and enquiries become
machine-readable and comparable. Automatic account assignment and purchase order proposals also
presuppose that requirements and master data are cleanly modelled.

» Golden Record for consistent master data
« Content Enrichment for machine-readable descriptions
» UNSPSC for uniform classification

Al-supported enquiry creation and requirements

Al tools increasingly support the creation of enquiries by deriving structured requirements lists from
unstructured inputs such as emails, drawings or requirements specifications. This accelerates the
process but does not replace expert review: Al suggestions must be checked for completeness,
feasibility and legal conformity. In practice, a hybrid approach has proven effective: Al generates a draft,
and business departments and procurement verify and supplement it. Particularly for standard parts and
recurring purchases, this can significantly shorten lead times without jeopardising the quality of the
requirements documentation.

« Al draft, expert review by specialists
* Acceleration for standard parts
» Quality control remains with people

Sustainability as a requirements category

Sustainability requirements are gaining weight: supply chain transparency, proof of origin, CO data and
social standards are increasingly becoming regular requirement criteria alongside price and technology.
The buyer must capture, evaluate and verify them just as systematically as technical requirements. This
applies both to the selection of new suppliers in Global Sourcing and to ongoing business relationships.
Companies that systematically integrate sustainability requirements into requirements management are
better prepared for regulatory requirements and can identify supplier risks earlier.

« Sustainability criteria as regular requirements
+ Demand transparency in global supply chains
* Proactively integrate regulatory requirements
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Typical metrics

Proportion of fully specified enquiries: > 95 %
typical benchmark for well-organised procurement departments

Change rate after approval: <10 %
high values indicate testing that is too early or incomplete

Lead time from requirement to purchase order approval: 5-15 working days depending on part
type
new parts with sample approval typically take considerably longer

First Pass Yield (FPY) in sample approval: > 90 %
low values often indicate requirements that had to be clarified retrospectively

Practical example

A medium-sized mechanical engineering company repeatedly experienced problems with incorrect
sample approvals and renegotiations because requirements for new parts were communicated to
suppliers only verbally and in differing document versions. The company introduced a lean requirements
management process: a standardised requirements template with mandatory and desirable criteria, a
central document repository with version control, and a binding purchase order approval that checks the
consistency of the purchase order, bill of materials and requirements document. In addition, the supplier
status was extended to include evidence of certifications and inspection plans. Within one year, the
number of supplier queries fell noticeably, and schedule adherence in initial sample approval improved
significantly.

» Standardised requirements template with mandatory and desirable criteria

» Version control and central document repository

» Purchase order approval linked to requirements document and bill of materials
« Supplier status extended to include certification and inspection evidence

Conclusion

In industrial procurement, requirements management is not an end in itself but the foundation for
unambiguous enquiries, comparable offers and stable supplier relationships. It connects development,
quality assurance, logistics and procurement via a shared, versioned requirements baseline. The key
levers are clear responsibilities, measurable acceptance criteria, disciplined change management and
clean master data. Companies that create structure here demonstrably reduce change loops, incorrect
sample approvals and renegotiations. Those who additionally use digital tools and Al support without
neglecting expert review make the process both faster and more robust.

Frequently asked questions

What is requirements management in simple terms?

Requirements management means systematically collecting, documenting, evaluating and controlling
requirements for products, parts or services, including managing changes. It ensures that all
stakeholders from development to supplier work with the same, unambiguous requirements baseline.
This avoids misunderstandings, rework and additional costs.
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Why is requirements management important in procurement?

Procurement translates requirements into enquiries, tenders and contracts. The clearer the
requirements, the more precisely suppliers can quote and the more comparable the offers become. In
addition, the requirements baseline forms the basis for purchase order approvals, goods receipt and
quality inspections.

What is the difference between a requirements specification and requirements
management?

The requirements specification (functional specification) is a document describing what a product or
service is supposed to do. Requirements management is the underlying process that captures,
evaluates, versions and changes requirements. The requirements specification is therefore an output of
requirements management, not the same thing.

What KPIs are used in requirements management?

Typical KPIs include the proportion of fully specified enquiries, the number of clarification queries per
enquiry, the change rate after approval and the lead time to approval. The First Pass Yield (FPY) in
sample approval and schedule adherence in the approval process also provide insight into requirements
quality.

How should changes to requirements be handled?

Changes should go through a controlled process with version control, impact analysis and formal
approval. Traceability is key: which documents, bills of materials and contracts are affected? In
manufacturing, changed requirements are frequently validated via initial sample approval (EMPB) or
sample deliveries before series production starts.

What role do master data play in requirements management?

Without clean master data, requirements management only works to a limited extent, as requirements
relating to articles, suppliers and documents must be maintained consistently. Concepts such as the
Golden Record ensure a cleansed master data record. Measures such as Content Enrichment and
classifications such as UNSPSC make requirements machine-readable and comparable.
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