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AMPLIFA PROCUREMENT GLOSSARY

Supplier Annual Review: Strategic Review
with Suppliers for Continuous Partnership
Development
The supplier annual review is a structured, annually recurring review between procurement or

supply chain and strategically relevant suppliers. It serves as a jointly practised performance

assessment, the derivation of improvement measures and the long-term alignment of the

partnership. In practice, it thus combines an operational feedback culture with strategic supplier

development.

Key facts
• The supplier annual review typically takes place once or twice a year with suppliers in the top priority

tiers.

• It is usually based on the results of the supplier evaluation covering quality, delivery reliability, costs

and service.

• Topics include performance review, risk assessment, cost and commercial terms development as

well as innovation and capacities.

• The outcome is documented actions with responsibilities and deadlines, which are tracked until the

next review.

• Preparation, minutes and follow-up determine the practical value more than the meeting itself.

Definition: Supplier Annual Review
The supplier annual review is an institutionalised, periodically recurring review meeting between a

company and its strategic or critical suppliers. It serves as a structured exchange on performance, risks,

costs and future collaboration.

Distinction from operational supplier meetings

Unlike operational coordination on current orders or complaints, the annual review looks at the overall

partnership over a longer period. It addresses strategic questions in particular: Is the business

relationship on course? Which improvements can be realised together? Which opportunities and risks

do both sides see? Operational topics are included but do not dominate the meeting. The annual review

is often also combined with a supplier day, at which several suppliers are invited at the same time or will

be invited.

Position within supplier management

The annual review is a central instrument of systematic supplier management and builds on earlier

process steps: only after successful supplier qualification and supply do reliable evaluation data arise

that can be referenced in the meeting. It complements the ongoing supplier evaluation with the dialogic

element and frequently results in actions that feed into a risk mitigation plan or target agreements. In
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doing so, it closes the feedback loop between evaluation, development and new target setting.

Methods and approach in the supplier annual review
An effective annual review follows a fixed sequence: preparation with a data basis, meeting facilitation

following the agenda logic, and documentation with follow-up. In practice, participation by procurement,

quality and, where applicable, engineering or logistics has proven its worth.

Preparation and data basis

The core of the preparation is a reliable, current supplier evaluation, supplemented by key figures such

as delivery reliability, complaint rate and price development. A needs analysis of one's own is also

important: What role does the supplier play in future projects, for example following an outsourcing

potential analysis? Which volumes are foreseeable from the material requirements planning (MRP)?

Whoever clarifies must-have and nice-to-have criteria of the future collaboration in advance conducts

the meeting in a more focused way. The meeting should be announced in good time so that the supplier

in turn brings the right contacts.

Typical agenda

A practically proven agenda includes: a look back at the evaluation results, a review of open actions

from the previous year, quality and logistics topics, cost and commercial terms management, risk and

sustainability topics and an outlook on projects and volumes. In practice, a duration of one to three

hours depending on supplier relevance has become established. For A suppliers, the meeting is often

complemented by site visits or a run at rate during ongoing production processes.

Documentation and follow-up

Results are recorded in joint minutes, ideally with actions, owners and deadlines. Without consistent

follow-up, the meeting loses impact; open items should therefore be reviewed regularly in day-to-day

business or in the following year's meeting. Many companies document the results in the supplier

master data or supplier portal and link them to commercial terms management and the preparation of

upcoming tenders.

Key KPIs and topic blocks in the annual review
The annual review thrives on objective key figures accepted by both sides. In practice, four topic blocks

dominate: quality, delivery performance, costs and risks.

Quality and delivery reliability

Typically discussed are complaint rates, initial sampling or audit results and delivery reliability, usually

measured as the delivery reliability rate or on-time-in-full rate. For quality gaps, the question of root

cause analysis and the effectiveness of corrective actions is central; for bought-in parts, this may be

supplemented by current certificates of conformity or documentation requirements. The aim is a joint

view of where the priorities for improvement lie.

Costs, commercial terms and cash flow

The cost section covers price and volume development, indexation, savings potential as well as

payment terms and early payment discounts, such as 2/10 net 30. Logistical frameworks such as

Incoterms FCA or Incoterms CPT are also reviewed regularly, as they shift cost risks and transport
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responsibilities. Within commercial terms management, agreements for the following year can be

anchored here. In addition, it is worth looking at cash flow effects on both sides, for example in the

context of the cash-to-cash cycle.

Risks, sustainability and capacities

Risk topics include single-source situations, supplier location risk, financial stability and raw material

dependencies, for example with conflict minerals. Here the buyer examines whether an updated risk

mitigation plan or a secondary source is needed. Sustainability and compliance topics such as audit

status, conflict minerals reporting or occupational health and safety are increasingly a fixed part of the

agenda. Capacity planning rounds off the section: can planned volume increases or new projects be

reliably supplied from the ramp-up, and what lead times apply when changing suppliers?

Risks and controls in the supplier annual review
The annual review has its own pitfalls: it can degenerate into a ritual, be conducted one-sidedly or

produce results without consequences. Controls and clear governance prevent this.

Typical weaknesses

Common problems: the data basis is outdated or incomplete, so the meeting drifts into a dispute of

opinions. Procurement uses the meeting one-sidedly as leverage, which strains the partnership. Or

actions are agreed but not followed up, undermining credibility. The wrong target group is also a risk:

with C suppliers, an elaborate annual review costs more than it delivers – standardised feedback

formats often suffice here.

Controls and effectiveness assurance

Effective controls are: a standardised agenda and scorecard, minutes with units of measure and

deadlines, prompt dispatch of the minutes and an interim review after about six months. The

participation of the quality and logistics departments ensures that statements are consistent across

departments. Outcome categories should be defined – from confirmation of the business relationship

through a development agreement to preparation of a supplier change or termination, which is then

usually handled via structured ramp-down management.

Legal and contractual notes

No binding contractual commitments are made in the annual review; price changes or volume

commitments should always be formalised via separate agreements such as framework agreements or

non-binding offer rounds. Verbal arrangements made in the meeting can be difficult to enforce in

disputes. It is therefore advisable to clearly mark agreements as non-binding or as an intention and to fix

binding changes contractually. In individual cases, legal and tax aspects, for example with price

indexation or liability, must be reviewed separately.

Current developments: digitalisation and sustainability in the
annual review
Two trends are changing the supplier annual review: the digitalisation of supplier management and the

growing importance of sustainability and resilience along the supply chain.
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Digitalisation and data basis

More and more companies are automating continuous supplier evaluation through systems, for example

as part of integrated source-to-pay (S2P) processes. As a result, current scorecards are automatically

available at the time of the meeting, and the annual review shifts in content from data collection to

interpretation and strategy. Creditor onboarding processes and supplier portals also create shared data

bases on which discussions proceed in a more fact-based manner.

Sustainability, resilience and supply chain legislation

Requirements from supply chain due diligence and sustainability reporting increase the pressure to

systematically review sustainability and compliance topics with suppliers. Annual reviews therefore

frequently address self-declarations, audit status and progress on CO2 reduction or proof of origin. At

the same time, resilience is gaining greater focus: dual-sourcing strategies, geographical diversification

and disaster recovery (DR) aspects for critical suppliers are discussed and anchored in action plans.

Suppliers as innovation partners

Increasingly, the annual review is also used for joint development: technology roadmaps, value

engineering approaches or early involvement in new projects. Suppliers who demonstrate innovation

potential in the meeting can thus upgrade from a pure supply relationship to a development partner –

which in turn can influence the quality of outcomes of material classification and lot sizing in planning.

Typical metrics
Delivery reliability rate: > 95 %
typical target value for A suppliers; break down by month in the annual review

Complaint rate: < 2 %
benchmark varies by industry; the trend matters more than the absolute value

On-time completion of actions: > 90 %
share of actions from the previous year's review completed on schedule

Cost savings: 2–5 % p. a.
typical benchmark for agreed annual productivity contributions

Practical example
A mid-sized mechanical engineering company holds annual reviews with around twenty strategic

suppliers. For a supplier of forged components, the scorecard showed declining delivery reliability and

rising complaint rates. In the meeting, both parties confirmed capacity bottlenecks at the forge and

agreed concrete countermeasures. Six months later, delivery reliability had measurably stabilised.

• Joint analysis of delivery reliability by order type and monthly trend

• Agreement of capacity reserves and fixed scheduling windows in the MRP

• Quality workshop using 8D methodology for the top complaint causes

• Interim review after six months with a clear escalation agreement

Conclusion
The supplier annual review combines performance assessment, strategy and relationship management

in a structured meeting. Its value depends less on the meeting itself than on the quality of the data
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basis, the preparation and the consistent follow-up of agreed actions. Those who select the right

suppliers, staff the meeting leadership with the relevant departments and document results turn the

meeting into an effective steering instrument. Supplemented by digital evaluation data and sustainability

topics, the format will remain a central building block of professional supplier management in the future.

Frequently asked questions

What is a supplier annual review?

A supplier annual review is a structured review meeting held annually between procurement and a

strategically relevant supplier. It assesses the previous year's performance based on key figures,

discusses risks and costs and defines improvement measures for the following year. Results are

documented and followed up.

Which suppliers should an annual review be held with?

In practice, annual reviews are typically held with A and B suppliers, i.e. suppliers with a high share of

spend, critical parts or a high share of development work. C suppliers often receive standardised

feedback formats. The selection should be based on supplier evaluation and material classification.

Which topics belong in a supplier annual review?

Core sections are the performance review (quality, delivery reliability, costs), a review of open actions,

risk and sustainability topics and an outlook on volumes and projects. These are frequently

supplemented by commercial terms, logistical frameworks such as Incoterms and capacity planning.

Innovation and development topics round off the agenda.

How do you prepare a supplier annual review?

Central to the preparation is a current supplier evaluation with key figures on quality, delivery reliability

and costs, supplemented by open actions from the previous year and future requirements. A

standardised agenda and the participation of quality and logistics ensure consistency. Preparation

should begin several weeks before the meeting.

How often does a supplier annual review take place?

As the name suggests, typically once a year; for very critical suppliers or during the introduction phase

of a collaboration, semi-annual cycles are also common. In addition, an interim review is recommended

for action tracking. The cycle should match the supplier's relevance and should not be excessively

standardised.

What are the objectives of the supplier annual review?

The objectives are a joint, fact-based performance assessment, the agreement of measurable

improvements, early identification of risks and the strategic alignment of the partnership. In addition, the

review strengthens the relationship and creates transparency about mutual expectations. Ultimately, it is

intended to improve security of supply and competitiveness for both sides.


