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AMPLIFA PROCUREMENT GLOSSARY

Procurement KPIs: a KPI system for strategic
and operational procurement
Procurement KPIs are quantifiable metrics with which companies assess the performance,

efficiency and risks of their procurement function. They translate procurement activities into

measurable values such as savings rate, on-time delivery performance or supplier evaluation. A

sound KPI system creates transparency towards management and controlling and forms the basis

for data-driven decisions. For technical buyers in the DACH region, they are indispensable for

making procurement manageable across material classes, sites and suppliers.

Key facts
• Procurement KPIs measure costs, quality, delivery schedule, process lead times and risks in the

procurement function.

• Typical example metrics include savings rate, material cost rate, on-time-in-full delivery (OTIF) and

backorder rate.

• KPIs only work if they are derived from consistent master data such as a material numbering system

and purchase order history.

• In practice, five to ten central KPIs are usually maintained per procurement function as focus

metrics.

• KPIs form the basis for supplier evaluation, target agreements and supplier development concepts.

• Without defined calculation logic and data sources, KPIs frequently lead to unnecessary discussion

conflicts.

Definition: procurement KPIs
Procurement KPIs (also KPIs in procurement, English: Purchasing KPIs) are standardised metrics that

quantify the performance of the procurement function. They serve to steer costs, quality, availability,

process efficiency and supply risks.

Distinction from general controlling metrics

Not every figure from controlling is a procurement KPI. What matters is that the metric can be influenced

by procurement's actions. The material cost rate in the overall result is a balance sheet figure; the

realised saving derived from it versus reference prices, by contrast, is a genuine procurement KPI. In

practice, it has proven worthwhile to record for each KPI who can influence it, which data sources feed it

and how often it is measured. This prevents procurement managers from being held accountable for

variables they cannot control.

KPIs in the KPI pyramid

A three-tier structure is common. At the top level are a few result metrics for management, such as

procurement volume, savings rate or material cost share of revenue. The second tier comprises process

and steering metrics such as on-time-in-full delivery, lead-time-related KPIs or the number of open
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purchase requisitions. The third tier contains detail metrics for operational day-to-day business, such as

the number of price enquiries per buyer, the proportion of error-free incoming invoices or complaint

rates per supplier. Each tier addresses a different audience at a different cadence.

Methods and approach for introducing procurement KPIs
A functioning KPI system does not emerge from a list of best practices, but from the company's steering

needs. A step-by-step approach that clarifies target audiences, data basis and calculation logic before

selecting the KPIs has proven effective.

From steering objective to KPI

The starting point is the procurement objectives: reduce costs, secure availability, reduce risks, ensure

compliance. Measurable assessment criteria are defined for each objective. Example: the objective of

'securing availability' is measured via OTIF (On Time In Full) and backorder rate. For each KPI, a written

definition is agreed: formula, data sources, calculation period, exclusion rules and responsible role. This

definition document is often more important than the KPI list itself because it prevents disputes during

evaluation.

Data basis: master data and purchase order history

KPIs are only as good as their data basis. Prerequisites are a clean material numbering system,

consistent supplier master records, a transparent approval process for purchase order release and a

complete purchase order history. If material classes, plants or currencies are handled inconsistently,

comparisons are worthless. A data quality check before the first evaluation is recommended: how many

materials have no valid price source? How many purchase orders run without an assigned purchase

requisition? Such gaps typically distort results more than methodological subtleties.

Reporting cadence and responsibilities

Result KPIs are usually reported monthly or quarterly, process KPIs weekly or continuously. A clear

allocation of roles is important: who collects, who checks, who escalates on target deviations. Many

companies link KPI reports to a regular review in which deviations are analysed – for example via a

schedule deviation analysis for delivery delays or a price deviation workflow for price overruns against

the target value.

Key procurement KPIs by thematic area
The following KPIs belong to the standard repertoire of technical procurement organisations in practice.

They can be grouped into five thematic areas that together form a balanced KPI system.

Cost and savings KPIs

The best-known metric is the savings rate: realised cost reduction in relation to prior-year procurement

volume or to reference prices. In addition, price adjustment rate, cost deviation against budget and the

share of renegotiated framework agreements are measured. In award processes, KPIs on the

exploitation of price improvement between the first price enquiry and the Best and Final Offer (BAFO)

serve as a measure of negotiation success. A clean separation of cost reduction (genuine improvement

versus baseline) and cost avoidance (warding off planned increases) is important, as the two are often

confused.
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Delivery and process KPIs

The central metric is on-time-in-full delivery (OTIF), supplemented by the backorder rate for demand

remaining uncovered and metrics for schedule deviation analysis. At process level, the lead time from

purchase requisition to purchase order, the share of purchase orders placed under framework

agreements and the share of maverick buys (purchases bypassing the procurement route) are typically

measured. High shares of direct orders without enquiry often signal that the upstream

RFX-in-procurement process is too sluggish or that the requirement specification is delivered

incompletely.

Supplier and quality KPIs

Supplier evaluation consolidates metrics such as delivery reliability, complaint rate, lot-size flexibility and

response times into an overall grading. Relevant quality metrics include incoming inspection rate, the

proportion of deliveries rejected after material release, and the speed of 8D processes in the case of

repeat defects. At strategic level, companies measure the share of procurement volume with qualified

suppliers, the coverage of critical material classes with second sources, and progress on the supplier

development concept for key suppliers – for example via jointly defined improvement targets.

Risk and inventory KPIs

On the risk side, the share of single-source items in the critical area, values from the Restricted

Substances List (RSL) for affected materials in compliance matters, and the metric on contract term

coverage are measured. On the inventory side, coverage, stock turnover and the value of missing parts

serve as a bridge between procurement and materials management. In international procurement,

additional metrics for hedging payment risks can be applied, such as the share of volume settled via

instruments such as the letter of credit business.

Sustainability and compliance KPIs

Increasingly, metrics are being established on the share of certified suppliers, on CO2 transparency of

procurement volume and on the consistent fulfilment of documented requirements from preference

calculation in customs and origin matters. These figures are often less standardised than classic KPIs.

In practice, it has proven sensible to start with a few clearly defined metrics – for example, the share of

volume with documented compliance evidence – rather than collecting many unsubstantiated figures.

Legal obligations in the area of sustainability and supply chain matters depend on the individual case

and should be reviewed legally.

Risks and controls when working with procurement KPIs
KPI systems generate behaviour. If poorly designed, they steer procurement in the wrong direction. For

this reason, typical pitfalls and countermeasures are part of professional KPI management.

Typical pitfalls

Commonly observed problems: KPIs without influenceable causes, one-sided price orientation at the

expense of quality and schedule adherence, a proliferation of KPIs without prioritisation, and missing

data governance. Particularly risky is isolated consideration: those who measure only savings provoke

supplier changes to cheap vendors with an inadequate evaluation matrix; those who measure only OTIF

provoke inventory buffers at the expense of working capital. Likewise, KPIs derived from manipulable

free-text data – such as expected delivery dates without mandatory-field logic – often deliver false

precision.
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Controls and validation

Effective controls are simple: every KPI is validated against a manual sample when introduced;

calculation logic is documented with version control; target values are not decreed centrally but derived

together with the responsible buyers. A quarterly review checks whether the KPIs still steer what is

meant to be steered. For supplier KPIs, alignment with the supplier is sensible so that evaluation results

are understood not as one-sided black-and-white reprimands but as a basis for improvement measures.

Current developments in procurement KPIs
The procurement KPI set is changing. Alongside classic cost and delivery metrics, resilience, data

quality and forward-looking analyses are moving into focus.

From backward-looking to predictive metrics

Classic reports describe the past. Increasingly, companies add early-warning indicators: open deadlines

of ongoing price enquiries, lead times for core materials, warning metrics on payment notices from

suppliers, or the utilisation of critical supplier capacities. Such early-warning indicators are less precise

in practice but more timely. They allow risks to be addressed before they become visible in the

backorder rate or in premium freight costs.

Automation and self-disclosure

More and more KPIs are generated automatically from ERP and procurement systems rather than

compiled manually. This increases frequency and data quality but shifts the challenge to master data

maintenance. In parallel, many supplier evaluations draw on structured self-disclosures from suppliers,

supplemented by own verification steps. For small and medium-sized suppliers this reduces the data

collection effort, but places higher demands on formats and survey cycles. What remains important:

automation does not replace professional plausibility checks of the figures.

KPIs beyond the company boundary

In supply networks, KPIs are increasingly agreed jointly with suppliers – for example as target values in

scheduling agreement contracts or as components of development programmes. Even in project

contracts with security instruments such as the Parent Company Guarantee or defined Governing Law

provisions, measurable performance metrics play a role because they make disputes objectively

verifiable. The trend is towards shared dashboards in which both parties see the same data status – a

prerequisite for fair collaboration.

Typical metrics
Savings rate: typically 2–5 % p.a.
versus reference or prior-year prices; define the distinction between cost reduction/cost avoidance

On-time-in-full delivery (OTIF): > 95 %
target values considerably higher depending on industry and material criticality

Backorder rate: < 2 %
proportion of order lines not available; early indicator of availability risks

Lead time from purchase requisition to purchase order: typically 3–10 working days
depending on approval levels and authorisation logic
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Complaint rate: < 1–3 %
proportion of delivery items with defects, dependent on material and industry

Share of framework agreement orders: > 70 %
a high level signals structured, contract-based procurement

Practical example
A medium-sized mechanical engineering company with procurement volume of around €60 million

introduced a KPI system after repeated parts shortages. Previously, only the material cost rate and a

monthly list of open purchase orders existed – too late and too undifferentiated to enable control. The

team agreed on six core KPIs with written definitions, built a cleansed purchase order history and linked

supplier evaluation to a supplier development concept covering its ten most critical suppliers. After about

a year, the company reported significant improvements in schedule and quantity reliability as well as, for

the first time, robust evidence of savings towards management.

• Introduction of OTIF and backorder rate as weekly early-warning indicators per plant

• Data cleansing of the material numbering system and price sources before the first evaluation

• Linking supplier evaluation to concrete improvement measures instead of a mere grading list

• Quarterly review of KPI targets together with production and sales

Conclusion
Procurement KPIs transform procurement from a matter of trust into a steerable function. What matters

is not the number of KPIs but their quality: clearly defined, derived from reliable data, influenceable and

linked to genuine procurement objectives. Companies working with five to ten cleanly maintained core

KPIs usually achieve more impact in practice than systems with dozens of metrics. The investment in

data basis and calculation logic typically pays off quickly. Those who also share KPIs with suppliers

create the foundation for joint, measurable improvement beyond the company boundary.

Frequently asked questions

What are the most important procurement KPIs?

The most important include savings rate, on-time-in-full delivery (OTIF), backorder rate, material cost

rate, lead time from purchase requisition to purchase order, and the results of supplier evaluation.

Depending on the industry, inventory coverage, complaint rate or risk metrics for single-source items are

added. What matters is not the length of the list but the clear definition of each KPI.

How is the procurement savings rate calculated?

The usual formula is: (reference price minus actual price) multiplied by the accepted quantity, set in

relation to the procurement volume of the reference period. References include prior-year prices, budget

figures or negotiated target prices. It is important to define in writing which effects are included – such

as currency effects or volume changes – otherwise results are not comparable.

What does OTIF mean in procurement?

OTIF stands for On Time In Full and measures the proportion of deliveries that arrive complete and on

time. The metric combines delivery reliability in terms of both schedule and quantity, making it more

meaningful than schedule adherence alone. In practice, target values well above 95 per cent are

typically aimed for, with the specific target depending on the industry and the materials involved.
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How many KPIs should procurement have?

In practice, five to ten core KPIs have proven successful as deliberate steering variables, supplemented

by detailed metrics for operational analysis. Too many KPIs often lead to effort without focus. A pyramid

structure has proven effective: a few result metrics for the leadership level, process KPIs for

procurement management, and detail metrics for day-to-day business.

What data is needed for procurement KPIs?

The foundations are above all a clean purchase order history, consistent material master data including

a material numbering system and material classes, supplier master records, and quality data from

goods receipt and complaint management. Without cleansed data, comparisons across plants or

periods are usually worthless. For this reason, data quality checks should precede the first formal KPI

evaluation.

How are suppliers evaluated using KPIs?

Common practice is a weighted evaluation of delivery reliability, quality, cost development, service and,

where applicable, sustainability criteria, consolidated into a supplier evaluation using a grading or points

scale. The weightings are defined in advance and reviewed regularly. It is advisable to discuss the

results with the supplier so that the evaluation can serve as a basis for a supplier development concept.


