°
‘ ‘l I I I pl Ifd PROCUREMENT GLOSSARY

Supplier Evaluation: Systematic
Assessment of Suppliers as a Basis
for Strategic Procurement
Decisions

Supplier evaluation is a systematic procedure for the objective assessment of the performance
capability and reliability of suppliers. It comprises the definition of evaluation criteria, the
collection of relevant data and their translation into metrics and recommended actions. For
industrial buyers, it is a central steering instrument of supplier management that safeguards
sourcing decisions and makes supply chain risks visible at an early stage.
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Key facts at a glance

01 Supplier evaluation assesses suppliers against defined criteria such as quality, delivery
reliability, cost, service and risk.

02 Itis frequently an integral part of a quality management system certified to ISO 9001.

03 In practice, new suppliers are primarily evaluated through an initial or potential audit,
and existing suppliers through an ongoing evaluation system.

04 Typical evaluation methods include utility analyses, scorecard models and ABC-XYZ
analyses.

05 Evaluation results are translated into supplier classes and steer selection, qualification,
development or exit decisions.

06 Digital tools and spend analytics systems are increasingly automating data collection
and reporting.

| Definition: Supplier Evaluation

Supplier evaluation is the systematic, periodic and traceable assessment of a supplier's performance
against predefined criteria and metrics. It differs from one-off supplier selection in that it takes place
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continuously throughout the entire business relationship. Its result is a documented metric or
classification that serves as a decision basis for contract award, supplier development or contract
termination.

Distinction from supplier selection

Supplier selection is a project-type decision made before the first contract award: it comprises market
screening, request for quotation, bid opening and comparison, and the examination of technical,
financial and legal capabilities. Supplier evaluation, by contrast, accompanies the ongoing collaboration
and compares actual performance with agreed targets. In practice, the two processes interlock: insights
from the evaluation of existing suppliers feed into new sourcing projects, and tender results provide
reference points for later evaluations.

Structure of an evaluation system

An effective evaluation system consists of four elements: a criteria catalogue, a weighting, a data
collection process and an evaluation logic. The criteria catalogue must be tailored to the industry and
the materials, because evaluating a standard rubber compound places different demands than
evaluating a safety-critical cast part. The weighting is typically agreed jointly between procurement,
quality management and logistics and periodically reviewed for currency. A clear allocation of
responsibility is important: who evaluates, in what rhythm, with which data sources, and who decides
on consequences.

| Methods and Approach of Supplier Evaluation

In practice, several methods have become established, differing in simplicity and informative value. The
utility analysis is the most widespread approach: individual criteria are scored, multiplied by weightings
and condensed into an overall score. In addition, ABC and XYZ analyses serve to concentrate
evaluation effort on the commercially significant suppliers.

Criteria catalogue: The 4- to 6-factor standard

Five main criteria are commonly used: quality (delivered-part defect rate, complaints,
belastungsanzeigen), delivery performance (delivery reliability, schedule adherence, flexibility in
response to changed delivery call-offs), cost (price level, cost development behaviour, steering
efficiency), service and cooperation (responsiveness, crisis communication, technical support) as well
as capability and risk (financial stability, certifications, location risks). Depending on the item being
procured, further criteria are added, such as sustainability, customs and foreign trade competence
including any existing AEO status, or documentation capability for long-term stable parts such as the
Long-term Supplier Declaration (LLE) in the automotive environment.

Potential audit versus ongoing evaluation

Before the first order, a potential audit or initial audit typically takes place: auditors examine process
capability, quality management system (e.g. ISO 9001 or IATF 16949), capacities and financial solidity,
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often on site. After the order begins, ongoing evaluation based on actual performance data takes over.
Only the combination of both perspectives — expected capability and actual performance — yields a
reliable overall picture. A supplier can appear excellent in an audit yet fail to meet deadlines in
day-to-day business; conversely, unremarkable suppliers can perform stably for years.

Segmentation with ABC-XYZ analyses

ABC analysis sorts suppliers by procurement volume, XYZ analysis by consumption or demand
stability. A-suppliers with irregular demand (X-Y combinations at the critical edge) receive a detailed
evaluation at high frequency, C-suppliers with stable demand a simplified evaluation with longer cycles.
This segmentation prevents the evaluation effort from standing in a critical ratio to the degree of
supplier utilisation, and directs buyers' attention to strategically relevant relationships.

| Key KPIs and Evaluation Criteria of Supplier Evaluation

Metrics make supplier performance measurable and discussable. They should be operationally defined
— with a clear formula, data source, measurement rhythm and target value — so that results remain
comparable between suppliers and across periods. The following metrics are standard practice.

Quality and delivery metrics

Quality metrics include the delivered-part defect rate (PPM value in series production), the complaint
rate and first-delivery quality for new parts, for example measured via start of production (SOP).
Delivery performance is dominated by delivery reliability or schedule adherence (proportion of punctual
and complete deliveries, often OTIF — on time and in full), flexibility in response to changed or
short-notice amendments to delivery call-offs, and response time to expediting requests. In tightly
synchronised supply chains, even a few delayed deliveries directly affect one's own production planning
and the order-to-cash cycle.

Cost, service and risk metrics

Cost metrics include the relative price level compared with reference suppliers, behaviour on price
changes (raw material clauses, index linkage) and efficiency contributions from joint sourcing levers.
Service criteria capture the quality of collaboration: precision on annual and dispatcher call-offs, quality
of crisis communication during disruptions, participation in apprenticeships or innovation contributions.
Risk metrics assess financial stability, location risks, dependencies in upstream stages and the
transparency of one's own supply chain up to tier-n transparency.

Weighting and scorecards

The weighting of the criteria should reflect business impact: for safety-critical or production-critical
parts, quality typically dominates; for C-parts with high negotiation scope, the cost component.
Scorecard models visualise the results per supplier and category and allow trend analysis over several
periods. A defined interpretation logic is important: from which overall score or individual downgrade do
qualified measures follow — a visit, a development programme or exclusion from contracts.
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| Risks and Controls in Supplier Evaluation

Supplier evaluations are only as credible as their data basis and their consequence logic. The greatest
risks are subjective individual opinions, incomplete or delayed data, and evaluations that remain
without consequences and thus lose their steering effect. Controls should therefore safeguard process
quality and data quality alike.

Typical sources of error

Common sources of error are: purely subjective verbal scores without documented evidence, lack of
alignment between sites (the same supplier is evaluated differently), an overly strong weighting of the
price component at the expense of quality and risk, and evaluation frequencies that do not match the
suppliers' relevance. One-sided orientation is also critical: evaluation results that are never fed back to
the supplier create neither improvement pressure nor a joint development direction.

Controls and governance

Effective controls include: defined evaluation deadlines and responsibilities in the escalation path, a
four-eyes approach for critical individual evaluations, regular calibration rounds between buyers and
quality managers, and documented feedback to the supplier with joint action plans. Supplier days,
shared scorecard reviews and joint improvement plans are proven formats. Where weaknesses in risk
management are identified, complementary methods such as bow-tie analysis for critical procurement
risks are useful; in the dangerous goods sector, requirements from the ADR agreement supplement the
evaluation.

Consequences and development measures

Evaluation results must be linked to defined consequences: order volume steering (good suppliers
receive preferential allocations), supplier development where there is sustained improvement potential,
intensified audits for critical irregularities, or controlled exit including double sourcing where
weaknesses cannot be resolved. Anchoring in the S&OP cycle is important: evaluation results flow into
sales and production planning when a supplier has been identified as a risk factor for supply.

| Current Developments in Supplier Evaluation

Supplier evaluation is changing as a result of digitalisation, regulatory requirements and increasing
supply chain complexity. Manual scorecards in spreadsheet form are gradually being replaced by
integrated platforms that automatically source data from ERP systems, quality modules and external
sources. At the same time, the focus is shifting from pure performance metrics towards risk,
sustainability and resilience criteria.

Digitalisation and data basis

Modern evaluation systems draw on a well-maintained master data basis: clean supplier master data,
consistent unit and currency master data for cross-site cost comparisons, and a single golden record
per supplier that avoids duplicates and inconsistent additional information. Spend analytics and a
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structured spend taxonomy provide the volume and category knowledge that underpin segmentation
and weighting. Machine-learning approaches are increasingly being trialled to derive early indicators of
supply failures from historical data; however, their validity depends heavily on data quality.

Sustainability, compliance and supply chain transparency

Regulatory requirements — for example from the field of supply chain due diligence — extend the
evaluation catalogue to include human rights, environmental standards and social compliance. Buyers
examine certifications, audit reports and declarations regarding the supplier network, supplemented by
the Long-term Supplier Declaration (LLE) for long-term stable or safety-critical parts. Transport and
contractual aspects such as the choice of Incoterms (e.g. Incoterms FOB) influence which risk points
are visible in the evaluation, because responsibility for transport and the transfer point shape the
performance assessment.

Resilience and supply chain security

Following the disruptions of recent years, resilience has gained in importance. Buyers increasingly
evaluate multi-sourcing, backup capabilities, transparency in upstream stages up to tier-n transparency,
and the crisis resilience of individual sites. Practical additional information such as a supplier's AEO
status signals reliable customs and security processes and is a positive indicator in international
procurement. The linking of supplier evaluation and the S&OP cycle is strengthening because planning
decisions are increasingly made with risk awareness.

| Typical metrics

Metric Typical value

On-time-in-full (OTIF) typically >= 95-98 %
Share of on-time and complete deliveries; below this, escalation steps
are common

Delivery quality / PPM commonly < 1,000 PPM, in demanding industries < 100 PPM

Defective parts per million delivered

Complaint rate frequently target < 1-2 %
Share of complained-about deliveries or line items

Overall scorecard score in practice 100-point or grade systems; class thresholds e.g
Weighted utility analysis covering quality, delivery, cost and service

Assessment interval typically annually; critical suppliers quarterly to monthly
Frequency of ongoing evaluation based on supplier risk

Share of A/B/C suppliers commonly approx. 60—70 % A, 20-30 % B, 5-10 % C
Typical rule-of-thumb distribution based on ABC analysis
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| Practical example

A medium-sized mechanical engineering company with around 400 active suppliers had previously
evaluated them only on the basis of complaints and sporadic commentary assessments by buyers.
After several schedule problems that were critical to production, the company introduced a structured
evaluation system. First, all suppliers were segmented using ABC/XYZ analysis; for the roughly 60 A-
and B-suppliers, a scorecard with five criteria (quality, delivery performance, cost, service, risk) and
quarterly evaluation was defined. The data is automatically sourced from the ERP and quality modules,
keeping manual effort low.

e Introduction of a weighted scorecard with five main criteria and automated data access from ERP
and the quality module

e ABC-XYZ segmentation to focus evaluation effort on strategically relevant suppliers
e Semi-annual supplier meetings with scorecard feedback and joint improvement measures

e Linking evaluation results to order allocation and S&OP planning as an early indicator of supply
risks

| Conclusion

Supplier evaluation is not an end in itself, but a steering instrument that objectifies procurement
decisions and makes supply chain risks visible early. Its success depends on three factors: an industry-
and category-specific criteria catalogue, a clean data basis and a clearly defined consequence logic.
Those who conduct evaluations regularly, with documentation and feedback create both trust and
improvement pressure. In practice, the combination of automated metrics and personal supplier
development pays off most strongly. Companies that consistently digitalise their supplier evaluation and
integrate it with sourcing and planning processes sustainably increase resilience and competitiveness.

| Frequently asked questions

7 What belongs in a supplier evaluation?

In practice, a supplier evaluation typically covers five main criteria: quality (defect rate, complaints),
delivery performance (schedule adherence, flexibility on delivery call-offs), cost (price level, cost
development), service and cooperation, as well as capability and risk (certifications, financial
stability, location risks). Depending on the industry, criteria such as sustainability, depth of the
supply chain or dangerous goods expertise are added. It is important that every metric has a clear
definition and data source.

? How often should suppliers be evaluated?

The evaluation frequency is based on the supplier's relevance. A-suppliers with high volumes or
critical parts are often evaluated monthly or quarterly, B-suppliers semi-annually, and C-suppliers
with low relevance annually or on an ad-hoc basis. In addition, an evaluation should be carried out
on special occasions, such as at start of production (SOP), in the event of major complaints or
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changes of location.

? Which metrics are relevant for supplier evaluation?

The most common metrics include the delivered-part defect rate (PPM), the complaint rate, delivery
reliability or schedule adherence (on time and in full), the relative price level, response time to
enquiries and changes to delivery call-offs, as well as risk metrics such as financial stability or
dependencies in the upstream stages. Service-related criteria are also important, such as the
quality of the supplier's crisis communication during disruptions.

7 What is the difference between supplier evaluation and supplier audit?

The audit is a one-off, usually occasion- or project-specific inspection on site that documents a
supplier's capabilities, processes and certifications — often before the first contract award or after
serious irregularities. The supplier evaluation, by contrast, is a continuous process that provides
information on actual performance over the course of the ongoing collaboration. Only the
combination of audit (potential) and evaluation (actual performance) yields a complete picture.

? How can suppliers be evaluated objectively?

Objectivity is achieved through operationally defined metrics, a fixed weighting of criteria and the
most automated data collection possible from systems rather than personal impressions. Utility
analyses with documented scoring, calibration rounds between different buyers and sites, and the
separation of data provision and evaluation have proven effective. Feedback to the supplier and joint
action plans further increase acceptance and binding effect.

7 What role does ISO 9001 play in supplier evaluation?

The 1ISO 9001 standard requires, as part of the control of externally provided processes, products
and services, that organisations evaluate their performance and document the evaluation.
Companies with a certified quality management system must therefore be able to demonstrate an
evaluation system: with defined criteria, a fixed frequency and documented results. The specific
design — methodology, criteria and consequences — is, however, the responsibility of the respective
company.

Find the right suppliers on Amplifa

Verified industrial suppliers in Germany, Austria and Switzerland. Describe your requirement and
receive comparable offers.
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