AMPLIFA PROCUREMENT GLOSSARY

Supplier innovation roadmap: early
Involvement of strategic suppliers for
technology-driven procurement

A supplier innovation roadmap is a jointly created, structured development programme in which the
procurement organisation and strategic suppliers plan technological milestones, material
innovations and cost-reduction potentials over several years. It shifts procurement away from pure
price negotiation towards early value-creation partnership. For industrial buyers, it thus becomes a
central instrument of technology assessment in procurement and for safeguarding their own
product roadmap.

Key facts

» The supplier innovation roadmap connects the buyer's product strategy with the technology and
material plans of strategic suppliers.

» Typically only 5-15 per cent of suppliers are intensively involved as innovation partners, yet they
often account for a disproportionate share of value creation.

« Core methods include supplier workshops, design sprints, joint should-costing analyses and
contractually fixed innovation clauses.

* Key success factors are confidentiality tiers, clearly regulated intellectual property rights and
measurable roadmap targets.

* In practice, early supplier integration frequently enables material and process cost savings in the low
to mid single-digit percentage range per year.

* The roadmap should be updated annually and aligned with sourcing decisions such as global
sourcing or single/dual sourcing.

Definition: supplier innovation roadmap

A supplier innovation roadmap is a time-phased plan that defines technological developments, material
substitutions and process improvements jointly with selected suppliers and assigns deadlines,
responsibilities and investments. It is an instrument of strategic procurement and differs from pure price
optimisation through long-term, mutualistic partnership.

Distinction from classic supplier management

Classic supplier management focuses on supply capability, quality and price. The innovation roadmap
adds a future dimension to this perspective: which technologies, materials and manufacturing processes
will the supplier provide in two to five years, and how do they fit with the buyer's own product
development? Typical characteristics are joint development budgets, defined contact persons on both
sides and a review rhythm, usually semi-annual or annual.
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Levels of the roadmap

In practice, three levels have proven successful: a technology level (e.g. new manufacturing processes,
material innovations), a product level (joint further development of components and assemblies) and a
process level (logistics, digitalisation, sustainability). Only when all three levels are cultivated do viable
business cases emerge that go beyond individual projects and establish the supplier as a genuine
development partner.

Relation to technology assessment in procurement

The innovation roadmap is the operational implementation instrument of technology assessment in
procurement. While technology assessment systematically captures which suppliers possess which
competences, the roadmap translates these findings into concrete projects with timelines and target
values. Both instruments should be based on the same supplier evaluation criteria.

Supplier selection: who goes on the innovation roadmap?

Not every supplier belongs on a joint innovation roadmap. Selection should be strategic and based on a
systematic portfolio analysis.

Portfolio approach and criteria

Proven criteria are technological competence, the supplier's R&D capacity, supply criticality, volume
potential and cultural fit. Suppliers with high business volume and high technology intensity are often
given preferential treatment. However, suppliers of C-parts with high cost-reduction potential can also be
included in the roadmap via joint should-costing.

Delivery reliability and stability as prerequisites

Innovation presupposes operational stability. Suppliers with fluctuating quality, unreliable lead times or
frequent delivery reminders are not initially suitable innovation partners. In practice, a threshold has
proven effective: only once operational performance has been in the green zone for several quarters is
the strategic innovation partnership deepened.

Regionality and global sourcing

The roadmap should not be limited to local suppliers. Global sourcing opens up access to specialisation
and cost advantages, but requires higher expenditure on travel coordination, qualification and
intellectual property protection. In interplay with supply chain laws and sustainability requirements, the
geographic spread of innovation partners is a deliberate strategic decision.

Methods and approach: from idea to binding roadmap

The path to a robust innovation roadmap follows a multi-stage process in practice, interlinking technical,
commercial and legal aspects.

Kick-off, needs analysis and innovation workshops

The start usually takes place with a kick-off workshop in which the buyer discloses its product and
technology goals, insofar as the confidentiality tier permits. The supplier presents its R&D roadmap. In
subsequent workshops or design sprints, concrete innovation topics are prioritised, such as material
substitution, functional integration or process optimisation. The result is a prioritised list with business
case estimates.
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Should-costing and open-book costing

To evaluate innovation potential economically, should-costing and open-book costing have proven
effective. With should-costing, the buyer determines what a product should cost under optimal
manufacturing conditions; in return, the supplier can use open-book costing to make its actual cost
structures transparent. Both methods create a joint fact-based foundation and prevent innovation topics
from failing due to unrealistic price expectations.

Contractual anchoring and IP provisions

Innovation topics belong in framework agreements or development agreements: co-design rights, usage
rights to results, confidentiality tiers and remuneration models must be clearly regulated. Exit scenarios
should likewise be defined in case a project fails or the supplier changes. A case-by-case review by the
legal department is recommended, since the handling of intellectual property and pre-emption rights
must be assessed individually from both a commercial and legal perspective.

Key KPIs and evaluation of a supplier innovation roadmap

Without measurable targets, the innovation roadmap fizzles out. Proven metrics combine technical,
economic and operational dimensions.

Economic metrics

Key figures are realised cost savings (often measured against should-costing references),
time-to-market for jointly developed products and the share of revenue from products resulting from joint
innovation projects. Total landed cost (TLC) is also an important yardstick: a material innovation that
combines more expensive components with lower process, logistics or quality costs can be attractive in
a TLC comparison even though the unit price rises.

Technical and operational metrics

On the technology side, the number of completed development projects, project lead time and the share
of roadmap topics transferred into series products have proven effective. Operationally, it should be
checked in parallel whether the innovation partnership stabilises or worsens the baseline performance —
lead time, delivery reliability and inventory coverage provide insights here.

Sustainability and compliance metrics

Innovation roadmaps increasingly include sustainability goals: reduction of Scope 2 emissions in the
supply chain, use of certified materials, for example with FSC/PEFC certification in wood processing, or
compliance with RoHS in electronics. These goals should be measurable and equipped with audit
intervals so that they can be defended against EU taxonomy and supply chain due diligence obligations.

Risks and controls: typical stumbling blocks

Innovation partnerships harbour specific risks that must be made manageable through clear governance
and organisational controls.

Knowledge leakage and dependency risk

Anyone who develops jointly with suppliers shares know-how — and potentially creates a competitor.
Countermeasures include tiered confidentiality levels, clear IP agreements and deliberate dual-sourcing
strategies for critical technologies. The question of whether a supplier may distribute its own products
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based on the joint development under an OEM/ODM model also belongs on the negotiating table early
on.

Sham efficiency and broken-promise risk

A common practical mistake: innovation topics are communicated but never implemented. Causes
include a lack of resources on both sides, changing priorities or unrealistic timelines. Semi-annual
roadmap reviews with defined go/no-go decisions and consequences in case of non-fulfilment create
control. Linking to operational processes — such as purchase requisitions (BANF) and master data
management — ensures that innovative products actually arrive in procurement.

Commercial and logistical pitfalls

New materials or processes alter payment and logistics structures: payment terms, agreed Incoterms
(e.g. DAP or CIF) as well as air freight cost components in urgent cases or detention charges for
container delays can tip the business case. In addition, new roadmap suppliers should be properly set
up via the standard vendor master record creation and integrated into master data management.

Current developments: sustainability, digitalisation, resilience

Supplier innovation roadmaps are currently changing in content: they are becoming greener, more
digital and more strongly focused on resilience.

Sustainability as an innovation driver

Recycled content shares, energy-efficient manufacturing and CO2 optimisation along the supply chain
are now firmly established roadmap topics. The EU taxonomy and reporting obligations along the supply
chain make sustainability innovations measurable and reportable for procurement. Suppliers that offer
technologies in this area early on gain strategic weight.

Digital collaboration

Joint data platforms, digital design space analyses and Al-supported enquiry processes accelerate the
innovation dialogue. Master data management remains crucial here: without clean article master data,
manufacturer part numbers (MPN) and consistent specifications, innovation topics cannot be reliably
processed through systems.

Resilience and diversification

Supply chain crises have sharpened awareness that innovation also means resilience: alternative
materials, second-source-capable designs and regionally diversified manufacturing. Innovation
roadmaps increasingly address these topics as well, for example through joint qualification of alternative
suppliers or redesign for substitutability.

Typical metrics

Realised cost savings: 2-5 % p. a.
Typical benchmark for strategic innovation partnerships, measured against should-costing references

Roadmap implementation rate: > 60 %
Share of prioritised topics with completed series transfer; below this, revision is required
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Time-to-market of joint projects: Reduction of 10-30 %
Compared with conventional development without early supplier involvement

Lead time of innovation partners: > 95 % delivery reliability
The operational basis must be stable before innovation is deepened

Practical example

A medium-sized mechanical engineering company with around 500 employees established an
innovation roadmap with five strategic suppliers from the fields of castings, drive technology, electronics,
plastics and packaging. Following a joint kick-off workshop, twelve innovation projects were prioritised
and reviewed semi-annually. Within two years, this led to a material substitution in the castings area, a
functional integration in drive technology and a packaging reduction using FSC/PEFC-certified
materials.

« Annual innovation workshops with each strategic supplier, with results consolidated in a joint
roadmap with a 24-month horizon

» Should-costing workshops before every material change to jointly assess the business case
« Semi-annual reviews with go/no-go decisions and documented KPI targets
» Contractual fixation of IP rights and confidentiality tiers in a revised framework agreement

Conclusion

The supplier innovation roadmap is an effective instrument for systematically building technological
leadership and cost advantages together with strategic partners. It does not replace the classic supplier
dialogue, but complements it with a forward-looking project and milestone level. Decisive for success are
disciplined supplier selection, binding contractual framework conditions and measurable KPIs at
technology, cost and sustainability level. Those who maintain the roadmap regularly and interlink it with
operational processes such as purchase requisitions and master data management transform suppliers
from dependencies into genuine innovation drivers. The effort is manageable, and the impact on
competitiveness and resilience is considerable in practice.

Frequently asked questions

What is a supplier innovation roadmap?

A supplier innovation roadmap is a plan developed jointly with strategic suppliers that structures
technological developments, material innovations and process improvements over several years. It
defines milestones, responsibilities and investments. This transforms the supplier from a mere source of
supply into a development partner.

Which suppliers belong on an innovation roadmap?

Typically only 5-15 per cent of suppliers, preferably those with high technological competence, high
volume and stable operational performance. C-part suppliers with high cost-reduction potential can also
be included via should-costing. Decisive factors are the supplier's R&D capacity and cultural fit.

How do you concretely launch a supplier innovation roadmap?

In practice, you begin with a kick-off workshop in which both parties disclose their technology plans. This
is followed by prioritised innovation projects with business case estimates and contractual anchoring of
IP and confidentiality. A semi-annual review rhythm with go/no-go decisions keeps the roadmap alive.
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Which KPIs are suitable for an innovation roadmap?

Proven measures include realised cost savings against should-costing references, time-to-market of
joint developments, the share of roadmap topics that have reached production readiness, and
operational metrics such as lead time and delivery reliability. Increasingly supplemented by sustainability
metrics such as CO2 reduction or certified materials.

What risks are associated with supplier collaboration on innovation?

The key risks are knowledge leakage to potential competitors, dependence on individual suppliers and
the failure of communicated innovation topics. Countermeasures include tiered confidentiality levels,
clear IP agreements, dual sourcing for critical technologies and regular reviews with consequence
management.

What is the difference from classic supplier development?

Supplier development typically improves existing performance — quality, costs, processes. The
innovation roadmap targets future technologies and joint new developments over several years. In
practice, the two approaches complement each other: first operational stability, then a strategic
innovation partnership.
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