AMPLIFA PROCUREMENT GLOSSARY

Escalation Process: Staged Conflict
Resolution in Operational Procurement

The escalation process is a predefined, staged procedure for resolving disruptions and conflicts in
day-to-day procurement when regular communication at operational level is no longer making
progress. It defines from which point in time which topics are passed to which instances and with
what urgency. In doing so, it creates binding commitments, protects critical supplies and relieves
buyers of spontaneous, unstructured ad-hoc reactions.

Key facts

* An escalation process defines levels, responsibilities and response times for conflicts in procurement
and the supply chain.

|t typically comprises three to four levels, from operational clarification to executive management.

« Common triggers are schedule criticality, quality defects, price deviations or blockages in internal
approvals.

« Clear escalation criteria prevent problems from being escalated too late or out of frustration.

» Key metrics include escalation frequency, time to resolution and response time at the individual
levels.

* The process is closely interlinked with supplier escalation, exception management and supplier risk
management.

Definition: escalation process

An escalation process is a structured procedure in which unresolved problems are passed step by step
to decision-making levels with greater authority or power to act. In procurement, it concerns disruptions
involving suppliers as well as internal blockages, for example in approvals or budget matters.

Distinction from supplier escalation

The escalation process is the overarching framework; supplier escalation is its most common use case,
arising when a supplier fails to meet deadlines, quantities or quality. While supplier escalation primarily
addresses the behaviour of the contractual partner, the escalation process also covers internal conflicts,
for example between procurement, engineering and production. In practice, both terms are often used
synonymously; professionally, procurement should use the broader term. In both cases, written
documentation is important so that consistent measures such as supplier evaluation or changes to
framework agreements in procurement can be derived from it.

» Escalation process = framework procedure for all types of conflict
« Supplier escalation = specific case of non-performance by the supplier
» Both require documented levels, criteria and contacts

Typical triggers in day-to-day procurement

In practice, triggers for escalation are primarily imminent delivery delays for critical material, unexpected
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price or quantity deviations, open customer payments that jeopardise delivery capability, or quality
problems that require a suitability inspection. Internal causes such as unclear specifications or missing
approvals also frequently lead to escalation. The key is that the criteria are formulated objectively: not
every dissatisfaction justifies escalation, but every imminent production stoppage should be escalated —
even if personal communication is still amicable. A Quarterly Business Review (QBR) is a suitable forum
for structured follow-up evaluation of escalated topics later on.

Structure and levels of an effective escalation process

A robust process follows a simple principle: each level is granted additional powers and decision-making
authority that were not available at the previous level. This avoids symbolic escalations in which only the
volume rises but nothing is decided.

Level 1: Operational clarification

At the first level, buyers and the supplier's contact persons clarify the problem directly and without
formal measures. This includes order chasing, short-notice partial deliveries, clarification of
documentation such as the packing list, or coordination of the requisition-to-PO lead time when
processing times are conspicuously long. The goal is resolution within a defined time window, in practice
often 24 to 72 hours depending on criticality. Only when this time window passes without a binding
resolution, or a defined threshold is exceeded, does escalation to the next level occur. Operational
clarification thus remains the standard, escalation the exception.

« Direct communication between buyer and supplier
» Defined resolution time window as the trigger for the next level
» Documentation in the system for traceability

Level 2: Functional level and management of the parties involved

At the second level, managers from procurement and the supplier are involved, typically sales
management, key account or quality management. Binding commitments are made here, such as fixed
factory release dates, allocated quantities or a revised allocation profile in favour of critical parts. At the
same time, legal options are reviewed: reminder notice, claiming of damages for delay, or reference to
Incoterms CPT and agreed transport obligations in the event of logistics problems. In this phase, written
minutes with deadlines and responsible parties have proven effective, as verbal commitments are often
not honoured in practice. Level 2 is also the right point to formally assess supplier risk and prepare
alternative sources.

Level 3: Management level and special measures

The third level is reached when the company's own production or delivery capability is directly
threatened or the financial impact becomes substantial. Executive management or divisional
management on both sides is involved. Typical instruments are premium freight with air freight cost
components and their cost sharing, crisis meetings at a fixed rhythm, approval of alternative
procurement routes, or a planned reduction of orders. In the event of repeated serious breaches, this
level often also results in a downgrade in supplier segmentation, tightening of contractual penalties via
an amendment or — as a last resort — tendering of the volume, if necessary through a structured
procedure such as a two-envelope bid for a clean separation of price and quality.
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Methods and approach: establishing an escalation system in
procurement

An escalation process is not created in day-to-day business but deliberately designed, aligned with
management and bindingly agreed within the team. Simple rules are important that can be applied
without discussion in a stress situation.

Defining escalation criteria and triggers

Objective criteria take the subjective decision of when to escalate away from the buyer. Proven triggers
are: imminent production stoppage, exceeding a defined delay period, exceeding price deviations
relative to framework agreements in procurement, repeated similar breaches within a period, and safety-
or compliance-relevant topics such as material compliance or hazardous material incidents in
dangerous goods management, which do not require staging but are reported immediately.
Compliance-relevant information from employees, for example in cases of suspected corruption, runs
through whistleblowing channels and not the operational escalation route — this separation of routes
should be explicitly recorded in the process.

Regulating roles, templates and communication

A workable system includes named contacts at each level on both sides, standardised escalation
templates with status, impact, demand and deadline, and agreed response times. For international
suppliers, it is advisable to define the working language for escalation communication. Procurement
should also maintain internal escalation routes in parallel: for example, when engineering fails to release
an urgent change via an amendment in good time, or in disputes arising from competitive dialogue
during a live tender. A predefined escalation route is also helpful in forecast management, when
deviating forecasts lead to capacity shortages at the supplier, before forecast errors turn into supply
problems.

Integration into supplier management processes

The escalation process should not exist in isolation but be embedded in strategic supplier management.
Escalated incidents feed into the supplier evaluation, influence the classification in supplier
segmentation and are a standard topic in the Quarterly Business Review (QBR) with strategically
important suppliers. For structural quality problems that are repeatedly escalated, a renewed suitability
inspection or an audit may follow. For jointly developed components, for example in the context of IP
co-creation, the contractual provisions on intellectual property must also be observed before escalated
conflicts extend beyond the termination of the collaboration. Legal steps are always reviewed on a
case-by-case basis with the legal department.

Key KPIs for controlling the escalation process

Those who measure escalations can eliminate their causes rather than merely manage them. The
metrics should be evaluated regularly and made visible in procurement cost centre reporting or in the
quality review.

Metrics at process and outcome level

At process level, escalation frequency per supplier and category, average resolution time per level, and
adherence to agreed response times are the central figures. At outcome level, what counts is on-time
delivery performance after escalation, the avoidance of production stoppages and the additional costs
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incurred, for example for premium freight and air freight cost components, which are often shared
between the parties. In practice, monthly reporting has proven effective, supplemented by a current
hotlist of open escalations. A conspicuously high number of escalations for one supplier is an early
indicator of rising supplier risk and should be consistently followed up in the supplier strategy.

Typical target values and their interpretation

Fixed values depend heavily on the industry and supply criticality; the following reference values
indicate the usual order of magnitude and serve for self-positioning, not as a norm.

» Proportion of escalated purchase orders: typically below 2 to 5 per cent of volume
* Response time at level 1: often 24 to 72 hours

* Resolution rate at levels 1 and 2: typically over 90 per cent

» Repeat rate of similar escalations: in practice the target is often below 10 per cent

Risks and controls in the escalation process

A poorly designed process creates new problems: over-escalation paralyses the management level,
under-escalation jeopardises supply. Controls and clear ground rules keep both risks in check.

Over-escalation and misuse

If every disagreement becomes an escalation, the levels lose their effect and management loses time.
Countermeasures are hard, measurable criteria, an obligation to document clarification attempts
beforehand, and feedback in team meetings when escalations were unjustified. At the same time,
protection is needed for those who escalate legitimately: anyone who escalates because of a critical
supply interruption and then faces internal criticism will escalate too late the next time. Regular case
reviews and the link to exception management help distinguish genuine crises from routine deviations,
which are handled through standard deviation processes.

Under-escalation and blind spots

The greater risk in practice is the escalation that happens too late or never. Causes are hierarchy
anxiety, misguided consideration of long-standing suppliers, or the hope that the problem will resolve
itself. Controls are automatic triggers in the ERP or e-procurement system, for example when the
confirmed delivery date is exceeded or when purchase order confirmations are rejected in EDI
exchange. In addition, there should be a base level below level 1: information from production, from
dangerous goods management or from quality inspectors must find a low-threshold route into the
process. Geopolitical events that jeopardise the supply of affected regions as geopolitical risk also
require separate monitoring and escalation routes outside operational case handling.

Documentation and legal safeguarding

Every escalation level should be documented in writing: status, commitments, deadlines, consequences.
This documentation is the basis for contractual measures such as reminder notices, contractual
penalties or recourse to responsibilities regulated under Incoterms CPT for transport and transfer of

risk. In employment-law-sensitive cases, for example when escalated conflicts affect employees, the
provisions on annual appraisals and HR matters must be observed; the exact boundaries must be
examined on a case-by-case basis, if necessary with the works council and legal department. Legal and
tax statements in escalation letters — for example regarding the claiming of damages — should never be
communicated without case-by-case review.
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Current developments: automation and digital escalation routes

Digitalisation changes the escalation process less in its logic than in its speed and transparency.
Systems detect deviations earlier, notify automatically and document seamlessly.

Automatic triggers through EDI and ERP

Via EDI interfaces, order confirmations, shipping data and delivery notes flow directly into the buyer's
systems. Deviations in quantity, schedule or packing specifications automatically trigger warnings there,
long before an employee notices the case manually. This shifts the start of the escalation process
forward: scheduled escalation becomes partly preventive deviation handling within exception
management. In practice, this means that the lowest level of the process increasingly runs automatically,
and human escalation only begins with genuine exceptions. Procurement gains time, but must configure
the system logic cleanly to avoid a flood of warnings.

Supply chain risks and early warning systems

Events of recent years have shown that supply chains can be disrupted by crises beyond the control of
individual suppliers: natural disasters, trade conflicts and the geopolitical risk of supplier regions.
Modern escalation concepts therefore supplement the case-based process with risk-oriented
monitoring: alert levels for crisis events, defined crisis teams and pre-verified alternative sources.
Supplier risk thus becomes a standalone escalation category alongside schedule, quality and price.
Increasingly, sustainability and compliance topics such as material compliance are also incorporated
into escalation criteria, as breaches here can have existential consequences for the company's own
market access.

Typical metrics

Escalation rate: typically 2-5 % of purchase orders
Proportion of cases that reach at least level 2

Level 1 response time: 24—-72 hours
Time window for operational clarification before further escalation

Level 1/2 resolution rate: > 90 %
Proportion resolved without escalation to management level

Repeat rate: <10 %
Similar escalations per supplier within one year

Practical example

A mid-sized mechanical engineering company procures a critical cast component from a long-standing
supplier. After repeated schedule problems, a delivery arrives that cannot be used in production due to
quality defects. Rather than improvising ad hoc, the buyer activates the agreed escalation process.

« Level 1 unresolved after 48 hours: formal escalation to the supplier's sales management with a
documented status report

« Level 2: crisis meeting with the production management of both sides, allocation of remaining stock
and a verified alternative source from the supplier list

» Partial release of a sorting delivery after renewed suitability inspection of the remaining stock
» Follow-up in the QBR, downgrading in the supplier evaluation and anchoring of contractual penalties
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via an amendment

Conclusion

A well-designed escalation process in procurement is not a bureaucratic instrument but a protective
shield for production and delivery capability. It makes it decidable who acts, when and with what
authority, and relieves the individual of the burden of improvised crisis communication. Prerequisites are
measurable criteria, clear responsibilities and documentation from which consequences can be derived.
Interlinked with supplier escalation, exception management and supplier segmentation, it becomes an
early warning system for rising supplier risk. Those who maintain it and regularly adapt it to practice
escalate less often — and, in an emergency, correctly.

Frequently asked questions

What is an escalation process in procurement?

An escalation process is a staged, predefined procedure for resolving disruptions when regular
communication fails to achieve results. It defines which decision-making level is involved at which
criteria and within what timeframe. Typical triggers are late delivery, quality defects and price deviations.

When should you escalate in procurement?

As soon as an objectively defined criterion is met, such as an imminent production stoppage, a specific
delay period or a repeated similar breach. What matters is prior clarification at operational level within a
defined time window. Compliance-relevant matters, by contrast, are usually reported immediately and
without staging.

What levels does a typical escalation process have?

In practice, three to four levels have proven effective: operational clarification between the buyer and the
supplier contact, involvement of the management levels on both sides, and finally the executive or
business level with special measures such as premium freight or contractual measures. Each level
requires defined response times and additional decision-making authority.

How does escalation differ from supplier escalation?

Supplier escalation is the most common use case of the escalation process and addresses
non-performance by the supplier. The escalation process also covers internal conflicts, such as approval
blockages or disputes between departments. Ideally, both run within the same framework with the same
levels and documentation rules.

Which KPIs measure an escalation process?

Key metrics are escalation frequency per supplier, response and resolution time per level, the resolution
rate at the lower levels, and the additional costs incurred through escalation, such as premium freight.
Also relevant are on-time delivery performance after escalation and the repeat rate of similar cases.
These figures belong in regular procurement reporting.

How do you properly close an escalation?

With a documented resolution that records measures, responsibilities and deadlines, plus clear
feedback to all parties involved. Repeated incidents should carry through into supplier evaluation, QBR
meetings and, where applicable, contract amendments. Only once the agreed measures are confirmed
as complete is the escalation considered closed.
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