AMPLIFA PROCUREMENT GLOSSARY

Procurement Volume: Key Metric, Control
Variable and Negotiation Lever in Industrial
Procurement Management

Procurement volume refers to the total value or total quantity of goods and services procured by a
company within a period. It is one of the central figures in procurement management, as it
determines both budget planning and negotiating power vis-a-vis suppliers. Those who structure
their procurement volume transparently can identify consolidation potential, calculate procurement
KPIs on a sound basis and steer procurement policy in a targeted manner.

Key facts

* Procurement volume typically comprises the total monetary value of all purchases in a period,
supplemented by volume-based considerations.

» Unlike revenue, it reflects exclusively the inbound side of the company.
» Direct materials frequently account for 50 to 70 per cent of procurement volume in manufacturing.
« Volume is the basis for savings claims, supplier evaluations and budgeting.

» A clean data basis from the material master and spend cube analysis is a prerequisite for reliable
statements.

» Consolidated volume typically increases negotiating power and reduces process unit costs.

Definition: procurement volume

Procurement volume is the monetary sum of all services ordered and accepted by procurement within a
defined period, frequently supplemented by quantity figures per material or supplier. It can be reported
gross (including freight, packaging and ancillary costs) or net (pure material values). Both perspectives
have become established in practice, as they answer different questions.

Distinction from revenue and procurement budget

Procurement volume must not be confused with revenue: it reflects the inbound side, i.e. everything the
company buys. The procurement budget, by contrast, is a planned figure derived from budgeting and
indicates the volume economically expected. The variance between the planned budget and the realised
volume is itself an important control metric.

Direct and indirect components

In manufacturing companies, volume typically consists of direct materials (raw materials, parts,
components), indirect procurement (services, IT, MRO) as well as logistics and ancillary costs. The
composition varies considerably by industry; a supplier with a high material share steers differently from
a service-oriented business. A clear segmentation by category is therefore standard practice.
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Methods for capturing and structuring volume

A reliable procurement volume is not produced by a single query but by systematic data preparation.
The basis is order data, invoice data and the material master; only their combination allows statements
about suppliers, commodity groups and prices.

Data basis and attribute maintenance in the material master

Without consistent material master data, every volume analysis falls apart: identical parts under different
numbers lead to artificially fragmented volumes. Systematic attribute maintenance in the material
master — for example regarding commaodity group, unit of measure, supplier and price basis — is
therefore a prerequisite. In practice, deduplication and the harmonisation of units of measure are among
the first steps.

Spend cube analysis and spend cubes

Spend cube analysis structures volume by category, supplier and type of use, often supplemented by a
spend cube with the dimensions time, supplier and material group. This allows consolidation potential to
be identified, for example when several sites source the same item from different suppliers. The results
feed directly into procurement policy.

Planning and budgeting

In budgeting, the expected procurement volume is planned by category and month and linked to the
sales or production plans. Variance analyses show whether volume fluctuations result from demand,
price changes or mis steering in the ordering process. This turns volume from a retrospective figure into
an active control variable.

Importance for negotiation, tendering and supplier management

Known and consolidated volume is the most important lever in supplier negotiations. Suppliers price
their offers on the basis of expected order quantities; anyone who can communicate binding volumes
will generally achieve better terms.

Volume as a negotiation lever in the bidding process

In tenders, bid negotiations and e-auction preparation, stating the tender volume is a central parameter.
Unclear quantity statements lead to risk premiums from bidders; a transparent volume address, by
contrast, generates competition. In the Best and Final Offer (BAFO), the credibility of the volume
perspective often decides the final bid.

Supplier portfolio and consolidation

Volume per supplier determines that supplier's importance in the supplier portfolio and thus the intensity
of supplier management. Consolidation with few suppliers typically reduces prices and effort but
increases dependencies. A deliberate volume distribution — such as 70/30 splits — balances price
advantage and security of supply.

Contracting and offtake guarantees

Framework agreements with purchase commitments secure favourable terms but create risk in the
event of a decline in demand. Anyone committing to minimum offtake should regulate volume
fluctuations in the contract, for example via volume band clauses. In addition, the chosen Incoterms —
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such as CIF or DPU — determine which cost components are included in the reported volume at all.

Key KPIs around procurement volume

Procurement volume is the reference figure for most procurement KPIs. Only in relation to other figures
— revenue, budget, prior-year value — does it become meaningful.

Material cost ratio and volume shares

The material cost ratio sets procurement volume in relation to revenue and shows the leverage effect of
procurement: a one-percentage-point reduction often has a greater impact on profit than revenue
increases of the same magnitude. In addition, volume shares by category, supplier and region are
examined to identify concentration risks.

Savings, budget variance and volume flexibility

In practice, savings are almost always stated as a percentage of a baseline volume; without clean
volume data they cannot be evidenced. Budget variance compares planned and realised volume.
Inventory analysis also draws on volumes, as capital tied up in stock must be assessed in relation to
procurement volume.

Operational supplementary metrics

In addition, procurement teams track metrics such as on-time delivery, quotas safeguarding the order
confirmation obligation, or the rate of cancelled orders. A high proportion of order cancellations may
indicate poor demand planning and distorts the volume planning of future periods. Suppliers' ability to
promise — Available to Promise (ATP) — also depends on realistic volume forecasts.

Risks, controls and compliance

High procurement volume carries risks: price, currency, supplier and compliance risks grow with the
value of procurement. Controls must therefore be closely aligned with volume management.

Financial risks and hedging

For significant foreign currency volumes, hedging may be considered to cushion price fluctuations.
When raw material or energy prices rise, this feeds through procurement prices directly into cost of
goods sold; some companies apply an internal carbon price to make future cost increases visible at an
early stage. Duties and freight costs additionally alter the effective volume.

Process and compliance controls

Approval levels, budget controls prior to ordering and regular supplier evaluations limit risks. Complaints
about defects are asserted via the debit note against the supplier; the order cancellation documents
deviations in acceptance. For materials delivered in a regulated environment, evidence such as the
Certificate of Conformity or the long-term supplier declaration (LLE) is part of the volume gateway —
regardless of value, but all the more important at high unit volumes.

Classic sources of error

Common errors: volume is considered only in monetary terms without a quantity perspective, ancillary
costs are allocated inconsistently, or decentralised purchases are not captured at all. Maverick buying,
i.e. procurement outside approved processes, also distorts the picture. Lessons learned from completed
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projects help to close such gaps systematically.

Current developments: digitalisation, transparency and
sustainability

Procurement volume is increasingly reported automatically and in real time. Digitalised procurement
processes and standardised data models make volume analyses faster and more granular.

Automated spend analyses

Modern e-procurement and ERP systems deliver order data in near real time; artificial intelligence
supports the classification of even unstructured data such as free-text orders. Category intelligence
supplements the internal view with market, price and supplier knowledge, making volume planning fit for
the future. Procurement optimisation thus increasingly starts with data quality.

Sustainability and CO2 considerations

Alongside financial volume, emission volume is gaining in importance: procured quantities are weighted
with CO2 factors to capture the Scope 3 footprint. A carbon price helps to assess these emissions in
decision-making and to compare volume decisions also from a sustainability perspective. Increasingly,
customers demand such disclosures contractually.

Typical metrics

Material cost ratio: typically 50-70% of revenue (manufacturing)
Procurement volume set in relation to revenue; a lever on profit

Budget variance: +5%
usual tolerance between planned and realised volume; clarify larger deviations

Share of contracted volume: typically > 70%
Volume under framework agreements increases price certainty

Maverick buying rate: < 5%
Procurement outside defined processes distorts the recorded volume

Savings on baseline volume: usually 2-5% p. a.
percentage claims are only reliable with a clean volume baseline

Practical example

A medium-sized mechanical engineering company with annual revenue of around €45 million and a
procurement volume of approximately €25 million re-analysed its spend data. After cleansing the
material master, it emerged that an identical standard component was being sourced from five suppliers
across three sites. In the bid negotiation with consolidated volume, a price reduction was achieved
without reducing the number of qualified suppliers below the level required for resilience.

« Complete attribute maintenance in the material master for the top 80 per cent of commodity groups
» Consolidation of volume by category and re-tendering with a binding volume statement
 Introduction of a budget variance analysis in the monthly procurement reporting

» Contractual volume band clauses to hedge against demand fluctuations
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Conclusion

Procurement volume is more than a mere aggregate figure: it is the foundation for budgeting,
negotiating power and most procurement KPIs. Reliable statements require clean master data, clear
segmentation by category and supplier, and uniform valuation rules. Those who consolidate volume and
manage it transparently typically achieve better terms and reduce process costs. At the same time,
financial and compliance risks grow with volume and must be limited through controls and contractual
provisions. Industrial buyers are therefore well advised to treat procurement volume actively as a control
variable — not merely as a reporting outcome.

Frequently asked questions

What is procurement volume?

Procurement volume is the total value of all goods and services procured by a company within a period,
supplemented by volume-based considerations. Depending on the reporting logic, it includes direct
materials, indirect materials and procurement overheads. It is the reference figure for budgeting, savings
and supplier management.

How is procurement volume calculated?

In practice, the volume is aggregated from order and invoice data per period, usually net or, depending
on the question at hand, gross including freight and ancillary costs. A consistent commodity group
structure and cleansed material master data are essential. Volume-based and value-based perspectives
complement each other.

What is the difference between procurement volume and revenue?

Procurement volume describes the inbound side, i.e. what the company buys. Revenue describes the
outbound side, i.e. what it sells. The ratio of the two figures yields the material cost ratio, one of the most
important procurement KPIs.

Why is procurement volume important for negotiations?

Suppliers base their pricing on expected order quantities; anyone who can state binding volumes will
generally receive better prices and terms. Consolidated volumes across sites additionally increase
negotiating power. That is why a clean spend analysis is crucial before every tender.

Which KPIs relate to procurement volume?

Typical metrics include the material cost ratio, budget variance, savings as a percentage of the baseline
volume, and volume shares by supplier and category. The rate of order cancellations or on-time delivery
performance are also assessed in relation to volume. All these metrics require a consistent data basis.

How high is procurement volume in relation to revenue?

This is highly industry-dependent: in manufacturing, the material cost ratio is often between 50 and 70
per cent of revenue, in retail considerably higher, and in service-intensive industries significantly lower.
The benchmark serves to position procurement as a profit lever, not as a rigid target.
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