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AMPLIFA PROCUREMENT GLOSSARY

KYC in Procurement: Supplier Vetting as the
Foundation of Trustworthy Sourcing
KYC in procurement stands for "Know Your Customer" or, in a procurement context, for the

structured vetting and identification of business partners along the supply chain. For buyers, KYC

means that suppliers, contract manufacturers and distributors are vetted before collaboration

begins and on an ongoing basis – for example with regard to ownership structures, sanctions,

creditworthiness and compliance risks. In this way, the supplier landscape is gradually transformed

into a transparent, legally secure network of vetted partners.

Key facts
• KYC in procurement covers the identification, verification and ongoing monitoring of suppliers and

business partners.

• In practice, KYC typically covers master data, ownership structures, sanctions lists, creditworthiness

and compliance aspects.

• KYC differs from supplier audits: it primarily verifies the legal and economic identity, not

manufacturing quality.

• The depth of vetting is usually risk-based: strategic suppliers are vetted more intensively than

standard suppliers of C-parts.

• KYC data feeds into vendor master data, approval processes and supplier rating.

• Legal obligations such as sanctions screening or anti-money-laundering measures should be legally

reviewed on a case-by-case basis.

Definition: KYC in procurement
KYC (Know Your Customer) refers, in a procurement context, to the systematic vetting of whom a

company enters into business contact with. Originally from banking, the term has spread to industrial

supply chains: here, KYC answers the questions of whether a supplier or service provider actually

exists, who is behind it and whether business relationships are legally and ethically justifiable. KYC is

thus the personal and legal component of supplier vetting, while technical audits assess capability.

Distinction from supplier due diligence

KYC and supplier due diligence overlap but are not identical. KYC focuses on identity, ownership

structure, sanctions status and creditworthiness of a partner. Due diligence goes beyond this and

examines additional dimensions such as environmental, social and governance standards or multi-tier

supply chain mapping. In practice, the two processes are often merged in a single onboarding tool.

KYC along the supply chain

KYC is not limited to direct suppliers. Especially in contract manufacturing at lower tiers, the risk of

unknowingly working with problematic partners increases. Tier-n transparency means that sub-suppliers

are also identified, at least in outline. The more critical the material class, the deeper the vetting should
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go.

Scope and content of KYC
A practicable KYC process defines in advance which information a supplier must evidence and which

fields count as mandatory fields. The content varies with industry, order volume and risk profile, but

generally follows a common pattern.

Master data and ownership structure

The foundation is correct vendor master data: commercial register extract, registered office, VAT

identification number, bank details and authorised representatives. For international partners or unusual

structures, the ownership chain is additionally traced up to the beneficial owner. In practice, information

on the beneficial owner is particularly important in outsourcing arrangements or offshore structures.

Sanctions, watchlists and creditworthiness

All business partners are typically screened against national and international sanctions lists as well as

terrorist and export control lists. In addition, credit agencies provide credit indices, payment experiences

and change notifications. Negative events such as insolvency proceedings or legal disputes are

documented and factored into supplier rating.

Compliance and codes of conduct

KYC includes confirmation that a supplier accepts applicable codes of conduct, anti-corruption policies

and industry-specific requirements. Certificates such as ISO certifications or industry credentials are

recorded and checked for validity. This data later also forms the basis for evidence under sustainability

and supply chain laws.

Methods and approach: the KYC process in onboarding
The KYC process can be divided into four phases: risk classification, data collection, verification and

ongoing monitoring. The goal is a risk-based approach that strikes a sensible balance between effort

and benefit – critical suppliers receive more attention than standard suppliers of traded goods.

Risk classification of the supplier landscape

Before detailed vetting, every potential partner is classified by country, industry, material class, order

value and sourcing relevance. A supplier landscape analysis shows where critical dependencies or

single-sourcing situations exist. Strategic suppliers with high dual-sourcing relevance are rated higher

than occasional secondary suppliers.

Self-disclosure and third-party verification

Typically, the supplier completes a structured questionnaire, supplemented by register extracts,

certificates and evidence of ownership structure. The information is then cross-checked against external

sources – for example register data, credit agencies or official lists. Discrepancies between

self-disclosure and third-party data are an important early warning signal.

Approval, contract conclusion and documentation

After successful vetting, the supplier is released in the ERP system; KYC documents are archived in an

audit-proof manner. The depth of vetting and the approval date are documented so that evidence can be
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provided to customers, auditors or authorities at any time. For existing partners, periodic re-checks are

common, in practice typically annually or upon material changes.

Key KPIs for KYC in procurement
KYC can only be managed if progress and quality are measurable. The following key figures have

proven themselves in practice and can be interlinked with supplier rating and procurement controlling.

Completeness and data quality

The key metric is the proportion of fully vetted suppliers within the relevant supplier landscape,

measured against defined mandatory fields in the master data record. In addition, it is recorded how

many records required corrections after verification – an indicator of the data quality of self-disclosures.

Lead time and effort

The time from supplier enquiry to approval shows how smoothly onboarding operates. Long lead times

jeopardise sourcing projects and tempt buyers to bypass processes. In practice, typical lead times range

from a few days for non-critical suppliers to several weeks for risk-prone situations.

Risk events and monitoring hits

What is measured is how frequently sanctions or watchlist hits, deteriorating creditworthiness or

changes of ownership occur after approval – and how quickly the procurement team reacted. The

number of silent, undetected risks cannot be measured directly, but response times to detected

incidents are a good proxy for process maturity.

Risks, controls and interlinking with supplier risk management
KYC reduces concrete risks: sanctions violations, fraud by sham companies, payment defaults,

reputational problems caused by problematic sub-suppliers as well as disruptions in critical value

creation steps. Without adequate controls, commercial or foreign trade law consequences may also

loom in individual cases – the specific obligations depend heavily on the individual case and should be

legally reviewed.

Typical weak points in day-to-day practice

Frequent sources of error are incomplete mandatory fields in the system, outdated register data,

missing re-checks and the considerable external pressure to award critical orders quickly. Particularly

vulnerable are ad-hoc additional orders to unknown contract manufacturers or bottleneck purchases via

intermediaries, where the ownership chain remains in the dark. Bow-tie analyses also frequently show

that at critical interfaces it only becomes clear late who is actually supplying.

Controls and the four-eyes principle

Effective controls combine system support with organisational rules: automated list screening,

mandatory fields as hard system blockers, four-eyes approval for high-risk suppliers and clear

escalation paths. In cases of suspicion, the rule is: pause orders, document the facts and, if necessary,

adjust the sourcing strategy – for example through multiple sourcing or building up second sources.

Interlinking with scenario planning and risk

KYC results feed into risk scenario planning: knowing which suppliers are sanctions-relevant or located
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in unstable regions allows failure and alternative scenarios to be played through early. The combination

of KYC, supply chain mapping and supplier rating makes supply chain risks visible before they lead to

complaint or delivery peak problems.

Current developments: KYC, regulation and digitalisation
KYC in procurement is gaining in importance because regulatory requirements for supply chain

transparency are increasing while procurement networks are becoming more international at the same

time. Digitalisation helps keep the effort manageable – but does not replace the professional

assessment by the buyer.

Regulatory pressure and sustainability

Supply chain laws, sanctions regimes and export control regulations require demonstrable knowledge of

business partners. The connection to sustainability reporting is also growing: those who cannot identify

suppliers can hardly evidence their environmental and social data either. The specific obligations

depend on the company's legal form, size and markets and must be assessed on a case-by-case basis.

Automation and master data quality

Modern set-ups use automated list screening, credit agency interfaces and continuous monitoring

instead of one-off checks. AI-supported tools help to clarify ownership structures and detect anomalies

in documents. What remains decisive is the data foundation: without well-maintained vendor master data

and clear mandatory fields, any tool deployment is wasted.

KYC as part of supplier strategy

KYC is shifting from a pure compliance topic to a strategic instrument. Those who know their vetted,

transparent partners can approach co-creation with suppliers more boldly, conduct outsourcing potential

analyses on a solid partner basis and rely on dependable suppliers in product lifecycle management. A

vetted partner landscape also speeds up awards in tight market situations, such as scarce contract

manufacturing capacity.

Typical metrics
KYC coverage rate: typically > 95 % of strategic suppliers
Proportion of vetted partners within the risk-relevant supplier landscape

Mandatory field completeness: > 98 %
Proportion of error-free master data records for actively approved suppliers

Onboarding lead time: typically 3–20 working days
depending on risk class, from non-critical to high-risk

Re-check interval: commonly 12–36 months
short for high-risk, longer for standard suppliers

Response time for risk events: typically < 5 working days
Time until a documented assessment of a list hit or credit alert

Practical example
A medium-sized mechanical engineering company with around 400 active suppliers found itself in a
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critical situation: an electronics supplier sourced through an intermediary turned out, on closer

inspection, to be a shell company with no manufacturing of its own. The incident cost weeks of lead time

and triggered intensive customer enquiries. As a result, the company built up a risk-based KYC process.

• Introduction of risk-classified mandatory fields in the master data model, including ownership

information for high-risk suppliers.

• Automated sanctions and credit checks for every new entrant plus annual re-checks of strategic

partners.

• Four-eyes approval and blocking of purchase orders where KYC records are incomplete.

• Extended vetting of sub-suppliers of critical material classes as part of supply chain mapping.

Conclusion
KYC in procurement is not a bureaucratic end in itself but the foundation for sound sourcing decisions.

Those who know who they are doing business with detect fraud, sanctions and default risks earlier and

can specifically safeguard supply chains. The key lies in a risk-based approach: high depth of vetting for

critical partners, a lean standard procedure for the rest. Interlinked with supplier rating, master data

quality and risk scenario planning, this creates a learning system. Companies that establish KYC early

gain not only compliance certainty but also speed in awards and negotiations.

Frequently asked questions

What does KYC mean in procurement?

KYC stands for Know Your Customer and, in procurement, refers to the structured vetting of suppliers

and business partners. Typical checks cover identity, ownership structure, sanctions status,

creditworthiness and compliance aspects. The goal is to do business only with verified, reliable partners.

What is the difference between KYC and a supplier audit?

KYC verifies the legal and economic identity of a partner: who is behind it, are there sanctions, how is

its creditworthiness? A supplier audit, by contrast, assesses technical and organisational capability,

such as processes, manufacturing or quality. The two elements complement each other and are often

combined in the same onboarding process.

What documents are needed for supplier KYC?

In practice, a commercial register extract, VAT ID, bank details, information on authorised

representatives and on the beneficial owner are standard. Certificates, codes of conduct and credit

reports are also used as supplements. Specific requirements depend on risk class and industry.

How often should supplier KYC be repeated?

A periodic re-check is typically carried out every one to three years, depending on risk class and

industry. In addition, KYC should be triggered by material changes such as a change of ownership,

relocation, deteriorating creditworthiness or relevant list hits. Automated continuous monitoring is

increasingly replacing pure point-in-time checks.

Who in the company is responsible for KYC?

As a rule, procurement holds operational responsibility, supported by compliance, finance and, where

applicable, export control. Clear approval rules and documented responsibilities are important. Where

legal obligations exist, for example in the area of sanctions or supply chain laws, the design should be
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legally reviewed.

Is KYC also worthwhile for small and medium-sized enterprises?

Yes, small and medium-sized enterprises in particular are often especially vulnerable to fraud, sanctions

violations or supplier failures. A risk-based approach keeps the effort low: light checks for non-critical

partners, in-depth checks for strategic or high-risk suppliers. Even simple mandatory fields and list

screening significantly reduce risk.


