AMPLIFA PROCUREMENT GLOSSARY

Supplier benchmark: systematically compare
suppliers and unlock competitive advantages

The supplier benchmark is a systematic comparison of suppliers based on defined criteria such as
price, quality, delivery reliability, service and capacity for innovation. It enables buyers to objectively
classify their own supplier base, uncover performance deficits and derive negotiation and
development objectives. In an industrial procurement environment, it is regarded as a central tool of
supplier management and as the basis for selection decisions, development programmes and
make-or-buy considerations.

Key facts

« The supplier benchmark objectively compares suppliers based on weighted criteria such as cost,
quality, delivery performance and service.

 In practice, the foundation is reliable master data and continuously collected performance data, for
example from goods receipt, quality inspection and invoice verification.

* Typical KPIs are delivery reliability, reject rate, fill rate, process costs and total cost of ownership over
the life cycle.

* Benchmarks work in two directions: inwards (suppliers compared with one another) and outwards
(comparison with industry or best-in-class values).

» Results typically feed into supplier classifications, development measures, audit plans and
negotiation strategies.

» Without clear criteria, data quality and transparency towards suppliers, a benchmark remains
ineffective.

Definition: supplier benchmark

A supplier benchmark is the systematic comparison and assessment of suppliers along uniform,
predefined criteria and metrics. Its purpose is to make the relative performance of the supplier base
visible and to derive concrete actions from it.

Distinction from supplier evaluation and supplier audit

Supplier evaluation is usually a continuous, operational process that constantly aggregates scores from
goods receipt, quality and delivery reliability. The supplier benchmark goes beyond this: it does not
merely present suppliers in isolation, but compares them against one another or against industry
reference values. A supplier audit, by contrast, examines on a point-in-time basis and on site whether a
supplier's processes and systems meet the requirements; benchmark results can determine which
suppliers are included in the audit plan.

Objectives in the procurement process

The central objectives are objectifying procurement decisions, identifying performance and cost
reduction potentials, and providing a basis for risk-oriented management of the supplier base. A sound
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benchmark also shows where dual sourcing makes sense, where supplier capacity risk exists and
where an outsourcing potential analysis can unlock further savings. In doing so, it links operational
supplier management with strategic procurement planning.

Methods and procedure in the supplier benchmark

A meaningful benchmark follows a structured process: define criteria, collect data, weight, compare and
translate into actions. The methodology must suit the procurement item — a benchmark for standard
valves looks different from one for customer-specific manufactured components.

Criteria catalogue and weighting

Typical key criteria are price or total cost of ownership, quality, delivery performance, flexibility, service,
sustainability, financial stability and capacity for innovation. In practice, four to eight key criteria are used
with weightings between 10 and 40 per cent, depending on strategy and the criticality of the
procurement item. For strategic components, the weight of quality and technology often increases; for
C-parts, that of price and process costs. The weighting should be determined and documented before
data collection to avoid accusations of retrospective adjustment.

Data sources and collection

Reliable data comes from the company's own ERP (delivery reliability, goods receipt lead time,
complaints), from quality data such as PPAP approvals, as well as from structured self-disclosures and
audits. In addition, quotation comparisons from enquiry processes provide market price information,
which is documented in the award file. External benchmarks — such as industry averages or
best-in-class values — help to classify the supplier base against the outside world. A uniform
measurement logic is important: the same periods, the same assortment cuts and cleansed special
cases.

Internal and external benchmarking variants

In an internal benchmark, the company's own suppliers are compared with one another, for example
sites of the same supplier or alternative sources of supply for identical parts. The external benchmark
compares the company's own supplier performance industry-wide or against non-supplier-related
process benchmarks, such as procurement process costs. The two variants complement each other: the
internal benchmark prioritises in the short term, the external shows where the potential lies in the long
term. It is also often examined whether a target costing logic from product costing is being violated
relative to the company's own cost picture.

Key KPIs in the supplier benchmark

Without robust metrics, the benchmark remains a gut feeling. In practice, a mix of hard performance
data and soft structural criteria, merged in a scorecard model, has proven effective.

Performance and quality metrics

Core metrics are delivery reliability (on time and in full), the fill rate for call-off items, the reject and
complaint rate, and the goods receipt lead time up to availability in the warehouse. For series suppliers,
first-article and series approval rates are added. These metrics are typically averaged on a rolling basis
over twelve months in order to smooth out special effects such as a single major complaint.
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Cost and financial metrics

Beyond the purchase price, total cost of ownership matters: freight and packaging costs, inspection
effort, rework costs, inventory holding and administrative effort, often summarised as cost of process
costs. Financial health indicators such as a credit score or payment behaviour from KYC in procurement
help to include financial stability in the comparison. For delivery service with agreed Incoterms — such
as Incoterms DPU or Incoterms risk transfer — the cost analysis should consistently take the chosen
clause into account.

Scorecard and classification

The individual criteria are combined into a weighted overall score from which supplier classes can be
derived — in practice often A, B and C suppliers. A-suppliers receive volume and development offers,
B-suppliers targeted improvement measures, C-suppliers replacement strategies. The classification
should be updated regularly and linked to the audit plan: the more critical and weaker performing the
supplier, the tighter the audit intervals.

Risks and controls in the supplier benchmark

Benchmarks only work if they are fair, data-based and comprehensible. Flawed comparisons lead to
wrong supplier decisions and damage supplier relationships.

Data quality and comparability

The most common risk is non-comparable data: different part portfolios, differing volume tiers, different
Incoterms or outdated master data. Controls include a defined data model, cleansed comparison cuts
and a minimum number of transactions per supplier. For new suppliers without a history, starting values
with a shortened observation period apply.

Dependencies and capacity risks

A benchmark may in the short term show the seemingly better supplier, but neglects switching risks:
tooling lock-in, qualification requirements, minimum order quantities or long-term delivery plan
obligations from an annual call-off agreement. Before every change, supplier capacity risk should be
assessed on both the target and the source side. Dual sourcing reduces dependencies but increases
coordination effort and can diminish economies of scale.

Fairness and communication

Suppliers should know the criteria by which they are measured; otherwise loss of trust and defensive
behaviour loom. A transparent rating system with feedback meetings in which improvement objectives
are bindingly agreed is recommended. Legal limits — for example when sharing competitive data or
handling procurement secrets — must be examined on a case-by-case basis.

Current developments: digitalisation, sustainability and resilience

The supplier benchmark is changing noticeably as a result of digitalisation, regulatory requirements and
increased resilience demands. Static annual comparisons are giving way to continuous data models.

Automated assessment and e-procurement data

E-procurement systems in procurement today automatically provide data on order lead times, call-off
discipline and communication quality in practice. Demand-sensing approaches improve planning
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accuracy and thereby the fairness of delivery reliability assessments, because suppliers are not
penalised for the customer's forecast errors. Consignment models — consignment stock and
consignment agreement — require additional metrics on inventory and availability quality.

Sustainability and compliance in the benchmark

Ecological and social criteria are moving into the criteria catalogue: CO intensity, proof of origin and
supply chain due diligence requirements. Instruments such as KYC in procurement and specific checks
— for example EUDR in procurement for relevant raw materials — are increasingly becoming part of the
assessment picture. These criteria must be treated generically; the concrete obligations depend on the
product, the raw material chain and the legal situation and must be examined on a case-by-case basis.

Resilience, regionalisation and innovation

More recent benchmarks also assess resilience-related criteria: site diversification, dual-sourcing
capability, onshoring potential and responsiveness to plan changes. Capacity for innovation can be
mapped through participation in open innovation formats, improvement suggestions and early
development partnerships. Design-to-value collaborations with high-performing suppliers show that
benchmark results can steer not only selection but also targeted partnerships.

Typical metrics
Delivery reliability: > 98%

Line items delivered on time and in full; target values vary by industry.

Fill Rate: > 95%
Proportion of demand quantities directly available on call; relevant for framework and call-off contracts.

Complaint rate: < 1%
Proportion of complained-about deliveries; critically dependent on product complexity.

Goods receipt lead time: < 24 hours
Time from arrival to availability; metric for the supplier's process quality.

Benchmark score: >= 80 out of 100 points
Common threshold for A-suppliers in scorecard models; weighting is company-specific.

Practical example

A medium-sized mechanical engineering company with around 350 actively sourced suppliers
introduced a supplier benchmark after delivery reliability for purchased parts had fallen below the
agreed target values. Within six months, a scorecard model with seven criteria was built up, based on
ERP and quality data and updated quarterly.

 Introduction of a weighted supplier scorecard using data from goods receipt, quality inspection and
invoice verification instead of isolated individual views

« Combination of internal supplier comparison and external market price benchmarking via structured
enquiries with a documented award file

« For C-suppliers ready for replacement: development discussions with B-suppliers, establishing dual
sourcing for critical single sources and assessing supplier capacity risk before every change

« Linking the benchmark to the audit plan: risk-exposed suppliers receive semi-annual audits,
A-suppliers annual intervals
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Conclusion

The supplier benchmark makes supplier performance comparable, objective and manageable. Its value
depends less on the perfection of the metrics than on data quality, a fair methodology and the
consistency to translate results into actions. Those who link benchmarks with development programmes,
audit planning and negotiation strategy achieve significantly greater impact in practice than with isolated
rankings. At the same time, it holds true: benchmarks do not replace supplier discussions or risk
analyses; they structure them. Regularly maintained, the supplier benchmark thus becomes a central
steering instrument of a high-performing and resilient supplier base.

Frequently asked questions

What is a supplier benchmark?

A supplier benchmark is a systematic comparison of suppliers conducted on the basis of defined
criteria, for example in terms of price, quality, delivery reliability and service. It shows how individual
suppliers perform relative to one another and, where applicable, against industry benchmarks. The
results are used for supplier selection, development and classification.

Which criteria belong in a supplier benchmark?

Typical key criteria are price and total cost of ownership, quality, delivery performance, flexibility, service,
financial stability, sustainability and capacity for innovation. The criteria are weighted in advance, often
with values between 10 and 40 per cent per key criterion. The weighting should reflect the criticality of
the procurement item and be documented before data collection.

How often should a supplier benchmark be carried out?

In practice, quarterly updates of operational KPIs combined with an annual strategic overall assessment
have proven effective. Critical suppliers or suppliers with declining performance are reviewed more
frequently. What matters is that the cycle matches the procurement relevance and that results promptly
translate into actions.

What is the difference between supplier evaluation and supplier benchmark?

Supplier evaluation continuously records how an individual supplier meets the agreed requirements. The
benchmark goes further, comparing several suppliers with one another or against external reference
values. Evaluation provides the data basis; the benchmark provides the relative classification and
prioritisation.

How do you prepare a supplier benchmark?

First, objectives, the criteria catalogue and the weighting are defined, then data sources are specified
and master data cleansed. It is important to have a uniform observation period, comparable part
portfolios and consistent trading terms such as Incoterms. Before the first evaluation, the methodology
should be agreed with management and the feedback procedure towards suppliers clarified.

Which KPIs are common in a supplier benchmark?

Commonly used are delivery reliability, fill rate, complaint and reject rates, goods receipt lead time,
process costs, as well as metrics on financial stability and compliance. In addition, soft criteria such as
responsiveness and innovation contributions are included in the overall assessment. The KPI mix should
be measurable, capable of automated collection and comprehensible to the supplier.
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