AMPLIFA PROCUREMENT GLOSSARY

Procurement organisation: structure, roles
and governance of industrial procurement

The procurement organisation denotes the structural and process-oriented design of the
procurement function within a company, including roles, responsibilities, interfaces and
decision-making routes. It determines which tasks are performed centrally, which decentrally and
which remain within specialist departments. For industrial buyers and suppliers, it is a key
determinant of how quickly enquiries are processed, contracts concluded and suppliers managed.
A clear organisation is a prerequisite for effective negotiation management, compliance and a
high-performing supply chain.

Key facts

* The procurement organisation encompasses the organisational structure and processes of the
procurement function, including centralisation and decentralisation.

» Typical organisational models are the central, decentral and hybrid lead-buyer models.

* In practice, a distinction is made between strategic roles such as category management and
operational roles such as order processing.

» Guided-buying rules and clear approval processes reduce maverick buying and strengthen contract
compliance.

» Key KPlIs include savings, procure-to-pay cycle times and the share of compliantly sourced
guantities.

- Digitalisation is shifting the procurement organisation away from transactional work towards analysis,
sourcing and supplier development.

Definition: procurement organisation

The procurement organisation describes how a company's procurement function is structured: which
units exist, which competencies and lines of authority they have, and how they collaborate with
specialist departments, logistics and finance. It covers both the organisational structure (hierarchies,
roles, locations) and the process organisation (processes from demand to invoice processing).

Organisational structure and roles

In practice, several role profiles have become established: the head of procurement with budget
responsibility, category managers for commodity group strategies, operational buyers for day-to-day
business, and specialists for logistics, customs handling or quality assurance. Many companies add
matrix structures in which category managers lead on functional matters while sites handle operational
requisitioning. A clear separation between demand identification, supplier selection, contract conclusion
and ordering is important to avoid conflicts of interest.

» Head of Procurement: strategy, personnel, budgeting
« Category Manager: market analysis, sourcing process, contract negotiations
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« Operational Buyer: purchase orders, dates, follow-ups
 Interface roles: quality management, logistics, finance

Process organisation: from demand to order

The core of the process organisation is the procurement-side process from demand submission via the
enquiry through to purchase order, goods receipt and invoice approval. Digital systems determine who
may decide, which approvals apply and which guided-buying rules take effect in the catalogue process.
An end-to-end documented sourcing process ensures that supplier selection, supplier self-assessment
and contract conclusion are traceable and auditable. The better the process organisation, the lower the
effort required for special approvals and emergency purchases.

Organisational models: central, decentral or hybrid

The choice of organisational model depends on company size, group structure, commodity profiles and
site networking. There is no universally valid best solution; a hybrid form is typical, bundling strategic
tasks while leaving operational requisitioning close to the point of demand.

Centralised procurement organisation

In the central model, all procurement decisions are made by a central unit. Advantages are economies
of scale on volumes, uniform contracts and high process control; typically, bundled volumes allow higher
volume discounts to be negotiated in procurement. Disadvantages are longer decision-making routes,
greater distance from the requisitioner and the risk of overlooking plant-specific requirements. Central
models are particularly suitable for group-wide standard materials, services and capital goods.

Decentralised procurement organisation

In a decentralised organisation, plants, branches or project teams requisition independently. This results
in short communication routes, high flexibility and close coordination with production. However,
transparency over total volumes declines, terms and conditions diverge and supplier master data grows
uncontrollably — a breeding ground for maverick buying. Decentralised models suit heterogeneous
requirements, regional markets and fast-reacting production structures.

Hybrid and lead-buyer models

The hybrid model combines both approaches: strategic sourcing, framework agreements and supplier
management are centralised, while operational call-offs and the call-off order remain with the plants. A
common variant is the lead buyer principle, in which one site leads sourcing for a material category and
the results are used group-wide. Material categories and category splitting determine which commaodity
groups are managed centrally and which locally.

» Framework agreements central, call-offs decentral
* Lead buyer bundles expertise per material category
» Clear governance governs responsibilities and escalation routes

Methods and approach for designing the procurement organisation

The design of the procurement organisation typically follows a multi-stage approach: analysis of the
status quo, definition of the target structure, definition of roles and processes, followed by
implementation supported by change management. The starting point is the evaluation of spend data,
material categories and process metrics.

Amplifa Marketplace - Procurement glossary amplifa-marketplace.com/en/glossary/einkaufsorganisation



Spend analysis and category splitting

First, an analysis is carried out of which volumes are processed at which sites with which suppliers. This
allows material categories to be formed and priorities derived. In the next step, the cross-category
governance decides which categories are managed centrally, regionally or locally. A clean master data
foundation — for example a golden record for supplier and material master records — is indispensable
here, as duplicate entries and inconsistent vendor master data creation distort every spend analysis.

Role model and authorisation concept

Based on the target structure, roles, competencies and approvals are defined: who may initiate
enquiries, who may conclude contracts, who may exceed or fall below order limits? A robust
authorisation concept links approval limits to budgeting and the procurement business plan, ensuring
procurement volumes are consistent with corporate planning. Guided-buying rules steer requisitioners
automatically to framework agreements and catalogues, thereby reducing the share of unauthorised
purchases.

Implementation and change management

Implementation should proceed in waves: pilot material categories, quick wins, followed by rollout.
Accompanying training, adjusted target agreements and clear communication are required. Resistance
frequently arises at sites that fear a loss of authority; early involvement and measurable added value
help here, such as faster supplier commitments or better terms and conditions.

Key KPIs of the procurement organisation

The performance of a procurement organisation can be measured using metrics that capture both
performance figures and process quality. A balanced KPI mix covering cost, quality, schedule adherence
and process discipline is sensible.

Performance and cost metrics

Classic performance metrics include realised savings versus budget or baseline, the cost savings rate
and the material cost share of revenue. The plan-actual comparison of inventory provides indications of
how well procurement and requisitioning are aligned with production planning. Metrics on payment
discipline such as payment term adherence also show whether negotiated payment terms are actually
being observed.

Process and quality metrics

On the process side, cycle times in the sourcing process, the share of compliantly sourced requirements
and the complaint rate are relevant. Carrier performance and supplier delivery performance reflect how
well the organisationally embedded supplier management works. For international procurement, metrics
on customs handling are added, such as the share of correct customs declarations or customs
clearance cycle times.

» Savings rate: typically 2-5 % p. a. on addressable volumes
« Supplier delivery performance: frequently > 95 % as a target value
« Share of compliantly sourced requirements: target in practice > 90 %

Supplier and quality metrics
In addition to quantity and schedule adherence, quality metrics such as first sampling success and
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sampling cycle time count. The First Article Inspection (FAI) provides objective proof of the
series-production capability of new parts; FAI failure rates are a good indicator of the quality of supplier
selection. The timely response rate of supplier self-assessments also shows how disciplined the
organisation manages the supplier market.

Risks and controls in the procurement organisation

An unclear organisation creates typical risks: maverick buying, uncontrolled contract conclusions, lack of
transparency over volumes and compliance violations. Controls must therefore be designed both
structurally and procedurally.

Compliance, approvals and contracts

Core controls include the four-eyes principle for contract conclusions, defined approval limits and regular
contract audits. Price adjustment clauses should be uniformly regulated and centrally monitored so that
index adjustments do not effectively pass through without limit. In international procurement, delivery
terms such as Incoterms — for example FCA with a clear transfer of transport risk — must be made
binding, and transport risk as well as transport insurance issues must be organisationally assigned.

Supplier risks and hedging

The procurement organisation must also handle supplier risks in a structured manner: financial metrics,
dependency analyses and second-source strategies are part of the standard toolkit. Financial
instruments such as forwards & swaps for currency hedging or factoring in procurement to optimise
liquidity and supplier financing require clear responsibilities, usually in coordination with the finance
department. Risk assessments should be updated at regular intervals and taken into account in the
procurement business plan.

Quality assurance and supplier development

Quality-relevant processes such as co-development with suppliers, First Article Inspection (FAI) and
complaint management must be clearly anchored organisationally. Precisely agreed delivery terms —
for example FCA with clearly regulated transport risk — as well as ADR agreements for complaints
prevent later disputes. A functioning procurement organisation ensures that quality requirements are
already bindingly agreed during the sourcing process rather than only being addressed once errors
occur.

Collaboration and stakeholders

The procurement organisation works with many stakeholders: specialist departments on demand
clarification, logistics on transport and customs handling, finance on invoice verification and budgeting,
quality management on sampling and FAI. Clear interface agreements with defined response times and
escalation routes reduce friction losses. Regular reviews of the plan-actual comparison of inventory as
well as joint meetings with key suppliers keep all stakeholders up to date.

Current developments: digitalisation and new requirements

The procurement organisation is changing due to digitalisation, denser regulation and more volatile
supply chains. Transactional activities are being automated, while analytical and strategic tasks are
gaining in importance.
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Digitalisation and guided buying

Digital procurement platforms standardise enquiries, catalogues and approvals. Guided-buying rules
steer requisitioners automatically to approved suppliers and contracts, measurably reducing maverick
buying. Automated supplier self-assessments and central master data models such as the golden
record improve data quality and accelerate the sourcing process. Vendor master data creation is also
increasingly being organised digitally and audit-oriented.

Supply chain security and sustainability

Disruptions in supply chains have raised the importance of risk management within the procurement
organisation. Multi-sourcing strategies, regional procurement and closer collaboration such as
co-development with strategic suppliers are increasing. Sustainability and reporting requirements are
expanding the questionnaire catalogue in supplier self-assessments; procurement organisations must
clearly define responsibilities and data flows here. All regulatory statements must be verified on a
case-by-case basis according to the applicable legal situation.

New role profiles and skills

The requirements profile in procurement is shifting: data analysis, category management, contract law
and supplier development are becoming more important, while pure order processing is becoming less
so0. Many companies are building analytics teams within procurement that prepare spend data, market
prices and risk information. Training and clear career paths are necessary to build and retain these
skills.

Typical metrics

Savings rate: 2-5 % p. a.
based on addressable procurement volume; note industry differences

Share of compliant purchases: > 90 %
typical target value for reducing maverick buying

Supplier delivery performance: > 95 %
indicator of effective supplier management

Sourcing process cycle time: 5-20 working days
depending on complexity and material category

Practical example

A medium-sized mechanical engineering company with three plants found that over 60 % of its
procurement volume was purchased outside framework agreements and that material master records
were duplicated across the plants. The company introduced a hybrid procurement organisation: central
category managers for strategic material categories, operational requisitioning at the plants, supported
by uniform guided-buying rules and a cleansed supplier master system.

« Spend analysis and definition of eight strategic material categories using the lead buyer principle
 Introduction of uniform approval limits and framework agreements with binding guided-buying rules
« Cleansing of the supplier master and standardised vendor master data creation

* Monthly KPI reporting on savings, delivery performance and share of compliant purchases
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Conclusion

The procurement organisation determines whether procurement strategies are actually implemented
effectively. Centralised, decentralised and hybrid models each have their merits; what matters is the fit
with commodity profiles, site structure and growth plans. Clear roles, clean master data and end-to-end
processes from demand to payment reduce costs and risks. Digital tools shift the focus from
transactions to analysis and supplier management. Companies that systematically develop their
procurement organisation gain measurable competitive advantages in cost, quality and delivery
capability.

Frequently asked questions

What is a procurement organisation?

The procurement organisation encompasses the structural and process-oriented design of a company's
procurement function. It determines which tasks are performed centrally, decentrally or within specialist
departments. This includes roles, decision-making authority, processes and interfaces. It forms the
foundation for efficient sourcing and supplier management.

When is centralised purchasing sensible?

Centralised purchasing pays off when similar requirements arise across multiple sites and high volumes
can be bundled. Typical use cases are raw materials, standard components, logistics services and
capital goods. Advantages include better terms and conditions, uniform contracts and stronger control.
Drawbacks are longer decision-making routes and less proximity to internal demand.

What does the lead buyer principle mean in procurement?

Under the lead buyer principle, one site or one person takes the lead in sourcing for a specific material
category. The negotiated framework agreements and supplier agreements are then used by all sites
across the company. This bundles expertise and volume without centralising operational requisitioning.
The model is a widely used hybrid organisational form.

What are the tasks of strategic procurement management?

Strategic procurement management analyses markets, develops sourcing strategies per material
category, conducts supplier selection and negotiations and manages key suppliers. This includes risk
management, contract policy and alignment with business planning and budgeting. Operational order
processing, by contrast, is usually not part of it. The separation of the two levels is a core element of a
modern procurement organisation.

How can maverick buying be prevented?

Maverick buying can be reduced through clear guided-buying rules, user-friendly catalogues,
streamlined approval processes and sufficient coverage of framework agreements. Educating
requisitioners about risks and costs is also important. Continuous monitoring of non-compliant
purchases via reporting highlights where action is needed. Target values of over 90 % compliant
procurement are common in practice.

Which KPIs measure the procurement organisation?

Typical KPIs are savings rate, share of compliantly sourced requirements, cycle times in the sourcing
process, supplier delivery performance and material cost share of revenue. Quality metrics such as first
sampling success and process metrics such as payment term adherence are also relevant. A balanced
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mix prevents optimisation on price alone. Benchmarks vary considerably by industry and commodity
group.
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