AMPLIFA PROCUREMENT GLOSSARY

Procurement Charter: A Strategic Compass
for Professional Procurement

A procurement charter is a written policy document that defines the mission, values, objectives and
standards of conduct of a company's procurement function. It serves as a binding compass for
buyers in their day-to-day work, as guidance for suppliers and as a basis for communication with
senior management and other departments. In practice, it typically covers guiding principles on
ethics and compliance, supplier relationships, sustainability, quality and strategic procurement
objectives. A well-drafted procurement charter makes the procurement process predictable,
reduces friction and strengthens procurement's position as a strategic value-creation partner.

Key facts

* A procurement charter defines the objectives, values and rules of conduct of procurement in a
binding policy document.

|t strengthens compliance, particularly regarding anti-corruption, compliance declarations and the
avoidance of conflicts of interest.

» Typical topic blocks are ethics, supplier relationships, sustainability, quality and digital procurement
processes.

« In practice, a charter is often used together with supplier codes of conduct and procurement
guidelines.

* Implementation is measured using KPIs such as supplier evaluations, process costs and
procurement controlling results.

* A charter only has an effect if it is championed by senior management, communicated and regularly
updated.

Definition: Procurement Charter

A procurement charter is a strategic policy document that describes the self-imposed standards,
objectives and standards of conduct of the procurement organisation. It translates the corporate strategy
into concrete guiding principles for procurement and thereby acts as a normative framework for the
entire procurement process. It is not legally binding, but as an internal guideline and part of compliance
management it has considerable practical impact.

Distinction from Guidelines and Codes of Conduct

The procurement charter formulates the 'why' and 'what for' framework: values, self-image and strategic
aspirations. Procurement guidelines, by contrast, govern the 'how' in detail, for example approval
powers, thresholds for tenders or the design of the order-to-delivery process. A supplier code of conduct
is directed outwards and sets out expectations for suppliers, whereas the charter primarily works
inwards. In practice, all three documents are often maintained as a coherent set of rules, with the
charter serving as the overarching framework. The clearer the distinction, the lower the risk of
contradictions between principles and operational requirements.
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Typical Content of a Charter

A practical procurement charter typically covers the following topic blocks: the mission and self-image of
procurement, strategic objectives (e.g. cost leadership, security of supply, innovation), values such as
integrity, transparency and fairness, as well as principles on sustainability and responsible sourcing.
These are usually supplemented by statements on dealing with suppliers, compliance with export
controls, data protection and cooperation with other departments. Many companies also add passages
on digitalisation, for example regarding ERP integration expectations, cXML-based ordering processes
or well-maintained catalogue management. What matters is that each topic block uses concretely
verifiable principles rather than general platitudes.

Structure and Methods for Developing a Procurement Charter

The creation of a procurement charter follows a multi-stage approach in practice: analysis of the current
situation, derivation of strategic guiding ideas, formulation, alignment with stakeholders and adoption by
senior management. What matters is that the document is not drafted in an ivory tower, but reflects the
reality of procurement and is carried by the procurement teams.

From Corporate Mission Statement to Procurement Charter

The starting point is the corporate strategy: does the company position itself as a quality leader, cost
leader or innovation partner? From this, procurement objectives can be derived, for example prioritising
quality assurance for quality leaders or design-to-value approaches for cost leaders. A stakeholder
analysis is helpful in identifying the expectations of senior management, production, sales, quality
management and finance. In a workshop or iterative process, these expectations are condensed into
three to five guiding principles. These principles should be short, memorable and capable of resolving
conflicts, for example when price and sustainability are at odds.

Formulation and Adoption

A structure with a preamble, guiding principles, explanations and concrete rules of conduct for each
principle has proven effective. Each guiding principle is underpinned by two to four operational principles
so that staff and managers know what it means in everyday work. The document should be no longer
than five to eight pages; longer sets of rules lose their impact as a charter and become more like a
guideline. Ideally, the charter is adopted by senior management, not just by the head of procurement, as
this significantly increases its binding character. Publication on the intranet, in onboarding materials and
in part on the company's supplier platform ensures visibility.

Integration into Processes and Systems

A charter only takes effect once it is embedded in organisational structures. This includes training for
buyers, references in work instructions for the procurement process, and anchor points in systems, such
as approval logics, authorisation thresholds or notices on order forms. Supplier self-assessments and
supplier development concepts can also be linked to charter principles, for example when sustainability
requirements become part of supplier evaluation. In addition, integrating it with procurement controlling
is sensible so that charter objectives become measurable and reportable. Regular case discussions on
real conflict situations keep the document alive.

Key Areas of Impact and KPIs of the Procurement Charter

A procurement charter works across several dimensions: it steers behaviour, protects against
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compliance risks, improves collaboration with suppliers and makes procurement decisions transparent.
Its impact can be verified via a combination of process, outcome and behavioural metrics.

Steering via Key Figures

To measure charter objectives, key figures from procurement controlling are typically used. These
include savings rates, budget compliance, the rate of increase in purchase prices compared with the
market price index, and adherence to procurement guidelines. Sustainability objectives can be mapped
via the proportion of certified suppliers or via life cycle assessment (LCA) data for product-related
decisions. Supply objectives are reflected in metrics on safety capacity, dynamic safety stock and the
quality of planning parameter maintenance. Important: every guiding principle should have at least one
measurable metric, otherwise the charter remains declaratory.

Supplier Relationships and Market Presence

The charter shapes how the company is perceived as a customer. Fairness in awards, clear
expectations for incoming goods inspection including AQL sampling, binding communication and
reliable payment discipline increase attractiveness as a business partner. In practice, this improves
suppliers' willingness to grant priority in shortage situations, to transfer innovations and to disclose price
components. This is also evident in topics such as supplier credit limits or in negotiations on dynamic
early payment discounts: companies with clear charters are typically assessed as more predictable and
easier to negotiate with. A consistent front also strengthens the position vis-a-vis major suppliers.

Compliance and Ethical Principles

A central element of the charter is the ethical framework. This includes anti-corruption, independence
from private interests, disclosure of gifts and invitations, data protection, and compliance with export
controls and sanctions lists. Frequently, the charter is supplemented by compliance declarations that
buyers, and in some cases suppliers, submit periodically. In practice, embedding it in onboarding and
annual training has proven effective, complemented by clear escalation paths for violations.
Documenting decisions, for example on amendments or contract changes in digital contract
management, also contributes to transparency.

Risks, Controls and Typical Pitfalls

A procurement charter can remain ineffective or even cause harm if it serves as a mere token exercise,
contradicts practice or is formulated too generically. Low-risk implementation succeeds through clear
responsibilities, measurable targets and regular review.

Typical Sources of Error

Common mistakes are: documents that are too long and too general with no practical relevance, lack of
senior management support, contradictions with actual incentive systems (for example, purely
savings-based bonuses despite sustainability aspirations), and failure to update when market or legal
conditions change. It is also critical when the charter exists only within procurement but is unknown to
other departments. In such cases, agreements between departments and suppliers go unsupervised,
creating compliance risks. Another stumbling block is over-regulation: stacking charters, guidelines,
procedural instructions and codes of conduct without aligning them with one another creates opacity
rather than clarity.
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Controls and Review

A charter becomes effective through regular review: internal audits of procurement guidelines, random
samples of awards, checking compliance with authorisation thresholds, and evaluating reports of
conflicts of interest. An annual review cycle is sensible, in which guiding principles, KPI results and real
conflict cases are brought together. In addition, procurement decisions above defined thresholds can be
documented and justified, for example in open tender procedures or single-source decisions. Stock
clearance exercises and complaint cases also reveal whether charter principles such as fairness
towards suppliers are genuinely lived. A protected whistleblowing system is important so that violations
can be reported without fear.

Challenges in Global Procurement

In international supply chains, a charter faces additional limits: different legal systems, cultural
negotiation norms, verification challenges with lower-tier suppliers, and changing regulatory
requirements, for example on export controls or supply chain due diligence. In practice, tiered
approaches help here: binding minimum standards for all suppliers, deeper requirements for high-risk
regions or product categories, and targeted audits instead of blanket checks. Supplier self-assessments
should also be deepened on a risk-based basis. Legally binding obligations, for example arising from
supply chain legislation or export controls, must always be examined separately in each individual case;
a charter does not replace this examination.

Current Developments: Sustainability, Digitalisation and Resilience

The topic of procurement charters is currently changing in three dimensions: sustainability requirements
are becoming more concrete and verifiable, digital procurement platforms are transforming processes
and transparency, and resilience is gaining importance alongside classic cost efficiency. A contemporary
charter must reflect these developments.

Sustainability and Responsible Sourcing

Sustainability principles are moving from declaration of intent to measurable practice. Environmental
data such as life cycle assessment (LCA) values, CO2 intensity per unit purchased or the proportion of
recyclable materials are increasingly being included in supplier evaluations. Social criteria such as
working conditions at sub-suppliers are also coming into sharper focus, not least due to regulatory due
diligence requirements in supply chains. A current charter formulates concrete expectations and
procedures here, such as risk-based audits, documentation obligations or escalation levels. Legally
binding obligations must be examined separately and on a case-by-case basis.

Digitalisation and Process Automation

Digital procurement is changing how charter principles are implemented: cXML-based ordering,
integrated catalogue management, automated order processes via ERP integration and
system-supported planning reduce manual intervention and thus also the scope for rule violations. At
the same time, new requirements arise: who decides on algorithm parameters, how is transparency
ensured in automated awards, what is the quality of duplicate score maintenance in the supplier
master? A next-generation charter also defines principles for automated decisions, for example that
critical awards always remain subject to human review. Data protection and information security become
charter topics in their own right.
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Resilience and Strategic Realignment

Supply chain disruptions in recent years have shown that pure cost optimisation can lead to fragile
structures. Modern procurement charters complement the efficiency aspiration with resilience: multiple
sourcing, regional diversification, safety capacity and long-term partnerships with strategic suppliers. In
practice, this requires a conscious trade-off: higher resilience often costs purchase price or complexity. A
charter helps to make this decision transparently rather than ad hoc in a crisis. Topics such as
design-to-value in early product phases and strategic supplier development are also increasingly

coming into procurement focus in this context.

Typical metrics

Budget compliance / guideline compliance: > 95 %
Proportion of procurement transactions without guideline violations; typical benchmark for effective charter
implementation.

Documentation rate for award decisions: > 98 %
Proportion of documented justifications for awards above defined thresholds.

Buyer training rate: 100 % per year
Proportion of procurement staff receiving annual charter and compliance training.

Supplier evaluation coverage: > 90 %
Proportion of active suppliers with a current, systematic evaluation; indicator of lived supplier relationship
principles.

Practical Example

A medium-sized mechanical engineering company with around 450 employees had operated a heavily
decentralised procurement structure for years: departments sometimes purchased on their own,
framework agreements were bypassed, and compliance topics such as accepting gifts or export
controls were only regulated sporadically. Following a governance review, a procurement charter was
developed that anchored five guiding principles: integrity, fairness towards suppliers, security of supply,
sustainability and process digitalisation.

« Each guiding principle was paired with two to three concrete rules of conduct and an associated KPI,
such as savings rate, supplier evaluation and documentation rate for awards.

« Sustainability and quality requirements were integrated into supplier self-assessments; critical
suppliers underwent risk-based audits.

* The charter was adopted by senior management, embedded in onboarding and training, and
reviewed annually as part of procurement controlling.

» Process principles such as uniform thresholds, mandatory use of catalogue management and
verified amendment documentation were operationalised in procurement guidelines.

Conclusion

A procurement charter is not an end in itself or a marketing exercise, but a strategic steering instrument
that makes procurement predictable, transparent and alignable with the corporate strategy. Its value
arises not from the document itself, but from consistent implementation in guidelines, systems,
incentives and key figures. Prerequisites are senior management support, concise and action-oriented
wording, measurable targets and regular review. Companies that actively maintain their charter typically
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benefit from higher compliance, better supplier relationships and a stronger position for procurement as
a value-creation partner. Those who create the document once and then never touch it again forgo most
of its potential.

Frequently asked questions

What is a procurement charter?

A procurement charter (Einkaufsleitbild) is a written policy document that defines the mission, values,
strategic objectives and standards of conduct of procurement. It serves as guidance for buyers, budget
holders and suppliers. It is not legally binding, but it acts as an internal guideline and as part of
compliance management.

Why do you need a procurement charter?

A charter creates accountability and transparency in procurement decisions, strengthens compliance
and defines expectations regarding supplier relationships and sustainability. It also helps to clarify
potential conflicts of objectives in advance, such as price versus quality or efficiency versus resilience.
This strengthens procurement as a strategic function.

What belongs in a procurement charter?

Typical content includes the mission and self-image of procurement, strategic objectives, values such as
integrity and transparency, and principles on ethics, compliance, supplier relationships, sustainability
and digitalisation. In addition, concrete rules of conduct and measurable targets for each guiding
principle are recommended. The document should be concise, practical and endorsed by senior
management.

How do you create a procurement charter?

A multi-step approach has proven effective: analysis of the corporate strategy and stakeholder
expectations, derivation of three to five guiding principles, formulation with operational rules of conduct,
alignment with senior management and procurement teams, followed by adoption and communication.
Subsequently, guidelines, training and KPIs are aligned with the charter. An annual review keeps the
document up to date.

What is the difference between a procurement charter and a supplier code of conduct?

The procurement charter is directed inwards and describes the self-imposed standards and guiding
principles of the organisation's own procurement function. A supplier code of conduct is directed
outwards and sets out expectations and minimum standards that suppliers are expected to meet. Both
documents often address the same topics, but they are functionally oriented differently.

How often should a procurement charter be updated?

In practice, an annual review cycle has proven effective, supplemented by ad hoc updates in the event
of material changes, such as new regulatory requirements, reorganisation measures or strategic
realignments of the company. More important than a fixed rhythm is active maintenance: each review
should examine whether the guiding principles are still current and whether KPI results match practice.
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