AMPLIFA PROCUREMENT GLOSSARY

Supplier Relationship Management:
Strategically Steered, Operationally Strong as
a Partner

Supplier relationship management comprises the systematic planning, steering and continuous
development of all supplier relationships across their entire lifecycle. It ranges from supplier
selection via ongoing performance evaluation to the development of strategic partners or an orderly
exit. In practice, the quality of this management largely determines security of supply, quality and
procurement costs. For buyers and supply chain managers, it is therefore a central discipline
between strategic procurement and operational order processing.

Key facts

« Supplier relationship management covers the entire lifecycle of supplier relationships, from selection
through steering to exit.

» Typically, a supplier portfolio is segmented by dependency and strategic importance, for example
according to the Kraljic approach.

» Key KPlIs include, among others, supplier score, complaint rate, delivery reliability and lead time.

+ Strategic suppliers are often more closely integrated through joint development, framework
agreements and early-warning indicators.

» Digital data exchange and well-maintained supplier master data form the foundation of effective
relationship management.

* Segmentation determines with which suppliers an intensive dialogue takes place and where efficient
standard processes suffice.

Definition: Supplier relationship management

Supplier relationship management (SRM) describes the structured design of collaboration with suppliers
along the entire lifecycle. It combines strategic tasks such as supplier selection and partnership
development with operational aspects such as performance controlling and complaint handling.

Distinction from procurement management

While procurement management covers all processes for procuring goods and services, supplier
relationship management focuses on the interpersonal and organisational relationship level. It
addresses the question of how a supplier is led, developed and evaluated — independently of individual
purchase orders. However, the two disciplines interlock: a clear order policy and sound framework
agreements are a prerequisite for stable relationships.

Objectives and benefits

The focus is on security of supply, cost efficiency, quality and innovative strength. Well-maintained
relationship management typically reduces communication losses, shortens response times during
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disruptions and lowers quality costs (COPQ). At the same time, it creates advantages in procurement
marketing, because attractive buyers are given preferential treatment by strategic suppliers. Supply
chain resilience is also frequently measurably improved, as critical partners are escalated earlier.

Levels of consideration

In practice, three levels are distinguished: the strategic level (portfolio, make-or-buy decisions,
partnerships), the tactical level (contract and price management, quality agreements) and the
operational level (dates, quantities, complaints). At the operational level, mechanisms such as batch
numbers and PPAP ensure traceability, while strategic topics such as modular sourcing shape the
architecture of the supplier relationships. Only when all levels are interlinked does SRM unfold its full
effect.

Methods and approach in supplier relationship management

Effective SRM follows a repeatable cycle: segment, steer, evaluate and develop. The methods differ
considerably depending on the segment of the supplier portfolio.

Market segmentation in procurement and the supplier portfolio

Market segmentation in procurement provides the foundation: depending on procurement risk and
business impact, strategic, leverage, bottleneck and standard materials are distinguished. From this
derives the supplier portfolio, which determines which relationship is cultivated intensively and which is
handled largely automatically. For standard items, catalogue processes suffice; for strategic partners, an
annual management dialogue is customary. This segmentation prevents resources from being
distributed unevenly.

Performance evaluation and the supplier score

A supplier score typically consolidates evaluations of quality, delivery performance, price development
and service into a weighted point value. The evaluation takes place periodically, often quarterly, and is
made transparent to the supplier. It is based on data from goods receipt, complaint rate and order
processing; the quality of supplier master data maintenance determines the meaningfulness and
automatability. Scores also form the basis for award decisions in tenders and e-auctions.

Contracts, framework agreements and governance

The binding foundation of any relationship is framework agreements with volume, price and service
agreements as well as documented quality requirements. Governance includes defined points of
contact, escalation paths and meeting cadences aligned with the segment tier. For group-affiliated
suppliers, a parent company guarantee can additionally provide risk cover. It is important that
agreements contain verifiable KPIs and are regularly reviewed for currency.

Key KPIs in supplier relationship management

KPlIs make relationship quality measurable and create an objective basis for dialogue with suppliers.
The selection should be guided by the objectives of the respective segment.

Performance KPIs

Key metrics are delivery reliability (on-time and in-full delivery), complaint rate, lead time and delivery
flexibility. In addition, cost of poor quality (COPQ) captures the downstream costs caused by defective
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deliveries — for example through rework, downtime and additional transports. These KPIs regularly feed
into the supplier score and should be captured consistently across all plants.

Relationship and cost KPIs

Beyond performance, the share of purchase volume per supplier, risk diversification and the number of
alternative sources of supply per component are of interest. Early-warning indicators such as the
supplier's delayed payment terms, staff attrition or capacity bottlenecks complement the picture. Order
policy KPIs such as ordering costs and economic order quantity (EOQ) also show whether the
operational collaboration is organised efficiently. In practice, a mix of five to ten KPIs has proven
effective.

KPIs as a dialogue tool

KPIs only have an impact when they are used constructively in supplier meetings. Structured reviews in
which trends rather than point values are discussed have proven effective. Target agreements and
improvement measures with deadlines and responsible parties link the evaluation to genuine
development. If defined thresholds are persistently missed, a remediation agreement or supplier
transition management for alternative sources is typically activated.

Risks and controls in supplier relationship management

Mismanaged supplier relationships create dependencies, quality and supply risks as well as compliance
blind spots. Control mechanisms must make these risks visible early.

Dependency and supply risks

Single sourcing increases the risk of supply failure for strategic components; in practice, a dual strategy
with at least two qualified sources is therefore often pursued. Early-warning indicators and a structured
award schedule for retendering help to prepare changeovers in good time. Crisis communication with
suppliers concerns the handling of acute disruptions: clear escalation levels, defined information and
alternative procurement routes minimise consequential damage.

Quality and compliance

Quality management in procurement requires binding inspection specifications, documented first article
approvals (PPAP) and traceability down to batch number. Compliance risks concern customs and
preference rules, for example correct HS classification and the EU-1 preference certificate when trading
with third-country suppliers. Reputation and sustainability risks in the supply chain are also increasingly
addressed contractually and verifiably; the legal assessment should be carried out on a case-by-case
basis.

Data quality as a control basis

Many steering errors arise from incomplete master data: outdated contacts, incorrect material
assignments or missing certificates. Consistent supplier master data maintenance and content
enrichment of item data create the data foundation for reliable evaluations and automated processes.
The organisation's own sourcing maturity determines how strongly one can rely on clean data in
negotiations and tenders.
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Current developments in supplier relationship management

Digitalisation, supply chain security and sustainability are significantly changing the requirements for
SRM. Procurement organisations are increasingly aligning their relationship management with
data-driven approaches.

Digitalisation of collaboration

Supplier portals, electronic order processing and automated evaluations are replacing manual Excel
processes in many companies. Digital enquiries and e-auctions accelerate market price discovery, while
platforms simplify access to qualified suppliers. Structured data quality remains a prerequisite; here
content enrichment makes an important contribution. Al-supported analyses of supplier performance
and risk data are gaining importance.

Resilience and diversification

Supply chain disruptions in recent years have firmly anchored the topic of resilience. Companies are
diversifying sources of supply, examining nearshoring and systematically expanding early-warning
indicators. Market segmentation in procurement helps to target diversification precisely where
dependency risks are actually critical. At the same time, the value of closely partnering suppliers, who
are given priority and additional capacity in a crisis, is rising.

Sustainability and regulatory requirements

Sustainability and supply chain requirements are shifting compliance checks into supplier relationships:
certificates, audit reports and origin information are contractually anchored. Buyers must integrate
ecological and social criteria into evaluation and selection without losing sight of cost and logistics
objectives. The specific obligations depend on size and industry and should be examined legally on a
case-by-case basis.

Typical metrics

Delivery reliability: > 95 %
On-time delivery for strategic suppliers, typical benchmark

Complaint rate: <1-2 %
Proportion of defectively delivered consignments, varies by industry

Evaluation coverage: > 90 %
Proportion of purchase volume with a current supplier evaluation

Supplier concentration: < 50 %
Share of volume of the top 10 suppliers as a dependency measure

Practical example

A mid-sized machinery manufacturer with around 350 active suppliers transformed its SRM from a pure
annual evaluation to a segmented relationship model. Twelve strategic partners received quarterly
management reviews with joint cost reduction targets, while standard items were processed via
framework agreements and catalogue processes. Within two years, the complaint rate for strategic
components fell noticeably, and the average lead time for critical parts was shortened through
coordinated capacity planning.
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 Introduction of a weighted supplier score with quarterly feedback to suppliers
« Establishment of early-warning indicators for the 20 most important suppliers
« Binding framework agreements with defined service and quality agreements
» Digital standardisation of supplier master data maintenance as the basis for automation

Conclusion

Supplier relationship management is not a soft discipline, but a steering instrument with a direct impact
on costs, quality and security of supply. The key lies in clearly segmenting the supplier portfolio and
matching the intensity of management and dialogue to each segment. Reliable data, a robust supplier
score and early-warning indicators make relationship quality measurable. Companies that operate SRM
systematically gain resilience in a crisis and, in day-to-day business, access to the priority and
innovation of their best suppliers. Those who neglect it typically pay for it through COPQ, emergency
purchases and supply failure risks.

Frequently asked questions

What is meant by supplier relationship management?

Supplier Relationship Management (SRM) is the systematic steering of all supplier relationships across
their lifecycle. It covers segmentation, contract and performance management, evaluation and supplier
development. The objectives are security of supply, quality and commercially sound terms.

Which KPIs belong to SRM?

Typical KPIs are delivery reliability, complaint rate, lead time and cost of poor quality (COPQ),
consolidated in a supplier score. In addition, risk diversification, dependency levels and early-warning
indicators are used. Consistent data capture and regular feedback to suppliers are essential.

How should suppliers be segmented correctly?

The usual approach is a combination of business impact and procurement risk, for example based on
the Kraljic model: strategic, leverage, bottleneck and standard suppliers. Strategic partners receive
intensive governance and joint development, while standard suppliers are handled through efficient
automation. The segmentation is reviewed regularly, as risks and volumes can shift.

What is the difference between SRM and supplier management?

The two terms are often used synonymously. Strictly speaking, supplier management tends to refer to
the operational handling of master data, purchase orders and evaluations, whereas SRM emphasises
the strategic shaping of the relationship. In practice, together they cover the entire lifecycle.

How often should suppliers be evaluated?

A formal evaluation is typically carried out quarterly or semi-annually, supplemented by continuous
recording of complaints and delivery date deviations. For strategic suppliers, management reviews
complement the KPI-based evaluation. The cadence should match the segment tier and the risk
potential.

How do you build an SRM in the mid-market?

A step-by-step approach has proven effective: first clean up supplier master data, then establish a
simple evaluation system and finally segment the portfolio. For the top tier, governance meetings and
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development roadmaps follow. Even without specialist software, an effective SRM can be built using
structured Excel or portal processes.
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