AMPLIFA PROCUREMENT GLOSSARY

Cross-Functional Sourcing: Working Together
for Better Procurement Outcomes

Cross-functional sourcing refers to cross-departmental collaboration between procurement,
engineering, quality, logistics and other departments in the procurement of goods and services. The
approach combines expertise from different areas to clarify requirements at an early stage,
evaluate suppliers objectively and consistently exploit bundling levers. In practice, cross-functional
sourcing is one of the established methods of strategic procurement and typically reduces rework,
duplicate purchasing and interface losses. It is particularly relevant for technical buyers, because
product characteristics, standards and supply capability can often only be assessed jointly with
engineering and manufacturing.

Key facts

« Cross-functional sourcing is cross-departmental teamwork between procurement and functional
departments such as engineering, quality, production and logistics.

 In practice, team sizes typically range from three to eight members with clearly defined roles and
decision-making authority.

* Key benefits are faster requirements clarification, better-founded supplier selection and unlocked
bundling levers across sites and commodity groups.

* Success factors are binding category governance, clear objective agreements and a documented
decision-making process.

« Common tools are requirements analysis, bid matrix, supplier longlist and regular strategic sourcing
cycles.

« The method requires an upfront investment of time, which typically pays for itself through better
terms and lower total cost of ownership.

Definition: Cross-Functional Sourcing

Cross-functional sourcing is an organised form of procurement in which procurement and the involved
functional departments jointly bear responsibility for the sourcing outcome. Instead of working
sequentially — first clarifying requirements, then requesting quotations, then selecting suppliers — all
relevant perspectives are integrated into a team from the outset. The result is a holistic evaluation of
cost, technology, quality, supply capability and risk.

Distinction from traditional procurement

In the traditional model, procurement acts as an intermediary between the functional department and
the supplier; requirements are handed over as a finished requirement specification. In cross-functional
sourcing, by contrast, the requirement specification, evaluation matrix and supplier strategy are
developed jointly. Procurement remains the process leader but does not decide in isolation; instead, it
facilitates a technically well-founded joint decision. In practice, the difference becomes most apparent
with change requests: these are evaluated by the team rather than being expensively re-queried after
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the fact.

Typical team roles

A sourcing lead from procurement facilitates the process and negotiation. Engineering or technical
documentation defines specifications and accepts technical alternatives. Quality contributes inspection
concepts and certification and approval requirements, production assesses logistics concepts such as
milk run or delivery scheduling, and controlling ensures cost comparability via the bid matrix. A
managing director or divisional head holds decision-making authority as sponsor, so that the team does
not stall in escalation loops.

Methods and approach in cross-functional sourcing

The process usually follows a strategic sourcing cycle that the team goes through jointly. A prerequisite
is a reliable requirements analysis and demand notification, so that technical and commercial
requirements do not pass each other by. In practice, the process is typically completed in six to ten
weeks for a commodity group, and considerably longer for complex categories.

Demand, market and longlist

The starting point is a structured requirements analysis: which parts, quantities, tolerances and
deadlines are actually required, and where are there superfluous specifications? In parallel, the team
compiles a supplier longlist of relevant providers and evaluates them on capacity, technology, quality
and sustainability criteria. Requirements arising from regulatory contexts — such as supply chain due
diligence obligations under the Corporate Sustainability Due Diligence Directive (CSDDD) — are
anchored here at an early stage to avoid later exclusions.

Invitation to tender and evaluation

Based on the shortlist, a structured price enquiry follows, or in simple or urgent cases an expedited
price enquiry process. Evaluation is carried out objectively using a bid matrix that makes prices, tooling
costs, minimum order quantities, delivery times and quality risks comparable. Technical representatives
check whether lower-priced offers fully meet the specification; in practice, this step prevents the most
common cause of subsequent switching costs.

Negotiation, implementation and category governance

Negotiation is prepared as a team: procurement leads the price negotiation, engineering evaluates the
alternatives offered, and quality clarifies inspection and approval processes. After the award, the team
defines implementation measures — such as sample parts, plant audits or ramp-up plans — and transfers
them to a measures pipeline with deadlines and responsible persons. Functioning category governance
defines which role has which authority in which commodity group, so that the model remains stable
beyond a single project cycle.

Key KPIs for cross-functional sourcing

The success of cross-departmental sourcing can be measured — although metrics should always be
assessed in the context of the commodity group and the market situation. In practice, a few consistently
pursued indicators prove more valuable than a flood of metrics that no one on the team truly owns.
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Outcome-oriented metrics

Central to this is the realised cost saving, often measured as price improvement against the baseline
year or as a total cost of ownership delta. A useful supplementary metric is the specification reuse rate:
the less frequently the team re-tenders identical parts, the greater the bundling lever. The proportion of
requirements clarified to award-ready status — i.e. requirements without subsequent technical changes —
also reflects the quality of the collaboration.

Process and team metrics

At process level, lead time from demand notification to award, the proportion of measures pipeline
entries implemented on time and the rate of first quotation rounds requiring no rework have proven
effective. For supplier qualification, the proportion of vetted providers from the supplier longlist that were
actually qualified is what counts. These figures should be reported per commodity group and team so
that progress remains visible and responsibility can be attributed.

Risks and controls in cross-departmental sourcing

Cross-functional sourcing can only be as good as the discipline in the process. Without clear structures,
there is a risk of decision blockages, conflicting interests and a lack of traceability — especially in
international supplier relationships and long-running tooling investments.

Conflicting interests and decision buffers

Functional departments often prioritise availability and technology, while procurement prioritises cost
and risk — both are legitimate, but they must be weighed transparently. A documented evaluation
weighting scheme, agreed by the team before the quotation phase and approved by the sponsor, has
proven effective. This makes it traceable why a supplier was chosen, even if the lowest-priced offer was
not selected. A bidding consortium or consortium solution also requires clear internal agreements on
who bears which rights and obligations.

Contractual and financial safeguards

In international procurement, currency risk in procurement and countermeasures such as an exchange
rate clause belong in the joint risk assessment. Likewise, customs duties, Incoterms and, where
applicable, net payment terms should be clarified early within the team, as logistics and finance
contribute expertise here that procurement alone can rarely cover in full. An agreed right to audit
secures the right to conduct plant and process audits; the procurement policy bindingly regulates who is
authorised to place orders at which value levels. Order cancellation and changes should be safeguarded
with defined cancellation cost provisions to avoid later disputes.

Organisational stumbling blocks

Common mistakes are overstaffed teams without decision-making authority, insufficient release of
functional experts from their duties, and sourcing projects that end without a handover to operations.
Fixed meeting rhythms, a binding RACI matrix entry per decision and a clear handover to category
management or materials management provide remedies. The preparation of audits and reviews with a
contractually anchored right to audit should also be defined within the team process, not only after the
award.
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Current developments: digitalisation, sustainability and resilience

Cross-functional sourcing is changing due to digital tools and increased regulatory requirements. The
underlying idea — procuring better together — remains the same, but the tools and framework conditions
are developing significantly.

Digital support for collaboration

Modern e-procurement and sourcing platforms facilitate joint evaluation: bid matrix, supplier comparison
and decision logs are located in one place rather than in distributed spreadsheets. Al-supported
creation of enquiries shortens the path from demand notification to tender, but does not replace the
technical evaluation by the team. Capacity planning data from the supplier interface helps production
and procurement to identify supply bottlenecks early and respond jointly.

Sustainability and supply chain due diligence

Supply chain due diligence obligations — for example in the context of the Corporate Sustainability Due
Diligence Directive (CSDDD) — expand the criteria catalogue to include human rights, environment and
reporting obligations. This necessarily requires cross-departmental evaluation, as compliance, legal and
procurement each contribute different assessment aspects. Legal details are highly case-dependent
and should always be reviewed by experts; in practice, sustainability criteria are becoming a fixed
component of the bid matrix alongside price and technology.

Typical metrics

Realised cost saving: typically 5-15% per project
Depends on commodity group, market situation and bundling potential

Lead time from demand to award: 6-10 weeks
For a commaodity group with a complete team process

Proportion of measures implemented on time: > 85%
Common target value in practice for the measures pipeline

Specification reuse: increasing rate, benchmark > 70%
Indicator of standardisation and bundling levers

Practical example

A medium-sized mechanical engineering company with around 400 employees faced rising steel prices
and a historically grown supplier base of more than 60 suppliers for sheet metal and machined parts.
Procurement, design, quality and manufacturing formed a six-person sourcing team that first carried out
a requirements analysis across all plants and identified duplicate specifications. A supplier longlist of 25
suppliers was then drawn up and reduced, via a structured price enquiry and a joint bid matrix, to seven
qualified suppliers. Within nine months, the team reduced the number of suppliers, consolidated
volumes and achieved typical bundling effects of 8 to 12 per cent on the commodity group budget.

« Joint requirements analysis and standardisation of drawings across all plants
« Structured price enquiry with a uniform bid matrix covering price, tooling and delivery times
» Anchoring of plant audits via a right to audit in the framework agreements

* Handover of implemented measures to an ongoing measures pipeline with quarterly reviews
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Conclusion

Cross-functional sourcing is not an end in itself, but a proven model for systematically reducing the
typical friction losses between procurement and functional departments. It shifts collaboration away from
retrospective coordination towards joint decision-making — with measurable effects on cost, quality and
lead time. The prerequisites are manageable: clear roles, binding governance, an objective evaluation
procedure and consistent implementation of the agreed measures. Those who anchor the approach
beyond individual projects in category governance and commodity group strategy create a solid
foundation for long-term procurement advantages. For technical buyers, cross-functional sourcing is
therefore less a method than a mindset that can pay off in every commaodity group.

Frequently asked questions

What does cross-functional sourcing mean?

Cross-functional sourcing refers to joint procurement by a team comprising procurement and functional
departments such as engineering, quality, production and logistics. All relevant perspectives are
incorporated from the outset into requirements definition, supplier selection and negotiation. The goal is
better decisions on cost, quality and risk rather than isolated individual decisions.

Which departments belong in a cross-functional sourcing team?

Core members are procurement, engineering or design, quality assurance, production and logistics,
supplemented depending on the commodity group by controlling, legal or compliance. In practice, a
team size of three to eight people has proven effective. What matters is that each role brings
decision-making authority and is not merely there to be consulted.

What advantages does cross-functional sourcing offer procurement?

Procurement receives valid specifications early, can have alternatives assessed technically and unlocks
bundling levers across sites and commodity groups. Late-stage changes, causes of order cancellations
and switching costs typically decrease. In addition, acceptance of supplier decisions among the
functional departments increases significantly.

How does a cross-functional sourcing project proceed?

A typical cycle consists of requirements analysis, market research and a supplier longlist, followed by a
structured price enquiry and evaluation using a bid matrix. Negotiation, the award decision within the
team and implementation via a measures pipeline then follow. In practice this takes six to ten weeks for
a commaodity group, and longer for complex categories.

What is the difference between cross-functional sourcing and category management?

Cross-functional sourcing is the working method for individual sourcing projects, whereas category
management is the permanent organisational stewardship of a commodity group. Category
management defines objectives, commaodity group strategy and responsibilities, while cross-functional
sourcing implements these requirements project by project. The two approaches complement each
other and work best in combination in practice.

Which KPIs are suitable for cross-functional sourcing?

Proven KPlIs are realised cost savings against a baseline, lead time from demand notification to award,
and the proportion of measures implemented on time. In addition, the specification reuse rate and the
qualification rate of the supplier longlist indicate process quality. It is important to report these metrics
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per team and commodity group.
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