AMPLIFA PROCUREMENT GLOSSARY

Supplier Management: Systematically
Selecting, Steering and Developing Suppliers

Supplier management refers to the systematic planning, steering and development of all supplier
relationships across the entire lifecycle — from selection through operational collaboration to the
development or termination of the business relationship. It combines strategic and operational
procurement tasks into one end-to-end process. Its goal is to sustainably secure supply reliability,
quality and cost of purchased materials. For technical buyers, it is therefore one of the central
disciplines alongside category strategy and demand planning.

Key facts

» Supplier management covers the entire lifecycle of a supplier relationship: qualification, selection,
onboarding, steering, development and, where necessary, termination.

« Supplier classification, frequently using an ABC-XYZ analysis, determines the degree of care
intensity and resource commitment.

* Key KPlIs are supplier concentration, on-time delivery, quality (e.g. measured in PPM) and the
contribution to price and cost development.

* In practice, a distinction is made between operational supplier management (order processing,
delivery dates, quality) and strategic supplier management (portfolio, risks, development).

* Regular supplier evaluations and Quarterly Business Reviews (QBR) are typical steering
instruments in an industrial setting.

» Supplier management is closely interlinked with risk management and supply chain resilience
management.

Definition: Supplier Management

Supplier management is the cross-functional discipline in procurement and the supply chain that
systematically brings together all activities for selecting, evaluating, steering and developing suppliers. It
closes the gap between one-off purchasing and a long-term, high-performance supplier relationship.

Distinction from Procurement

Procurement answers the question of how a specific demand is met — from enquiry through contract to
order and invoice verification, including formats such as the no-touch order for routine, automated
transactions. Supplier management, by contrast, asks: from whom do we buy, how well, how dependent
and how future-proof? The two perspectives complement each other: a clean supplier base reduces the
operational effort per order, while reliable operational data forms the basis for strategic decisions. In
smaller companies, both roles are often filled by the same person; from a certain purchasing volume
upwards, the tasks are typically separated organisationally.

Objectives and Benefits
Four target variables are central: supply reliability, quality, cost and risk minimisation. A professionally
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managed supplier portfolio noticeably reduces ordering costs in practice, because interfaces,
clarifications and duplicate approvals decrease. In addition, active collaboration with key suppliers
enables early cost optimisation, for example through clean-sheet calculation for new parts. Soft factors
also count: suppliers who introduce innovations early or demonstrate capacity flexibility in bottleneck
situations provide a competitive advantage that cannot be seen in KPIs alone. Finally, supplier
management serves compliance, for example with customs, environmental and supply chain
requirements.

The Lifecycle of a Supplier Relationship

The lifecycle begins with demand analysis and market scouting, followed by qualification, audit and
selection. This is followed by onboarding, master data maintenance, approval and operational
collaboration including first sample submission (EMPB) for new or changed parts. In the serial phase,
evaluation, development and regular dialogue take centre stage. At the end are options such as
certification as a preferred supplier, phase-out or termination including remaining quantities and tooling
settlement. Those who document the cycle and operate it with clear criteria make decisions traceable
and significantly reduce person-dependency in procurement.

Strategic Positioning and Classification of the Supplier Portfolio

Not every supplier deserves the same attention. Portfolio analysis ranks suppliers by revenue relevance
and supply risk and determines which relationship is managed with what level of effort.

Classification with the ABC-XYZ Analysis

The ABC-XYZ analysis combines the value perspective (A, B and C parts by revenue or volume share)
with the replenishment and supply risk perspective (X to Z by forecastability of consumption and
delivery performance). An A-X supplier with high volume and stable demand is managed differently from
a C-Z supplier with low volume and high risk. Derived from the matrix are the intensity of supplier care,
the contract type — for example framework agreement versus delivery schedule agreement — and the
safety stock strategy. The classification should typically be reviewed once a year, as shifts in the part
spectrum or price adjustments can quickly change the picture.

Supplier Segmentation by Categories and Material Classes

Beyond portfolio analysis, many procurement organisations segment their suppliers by material classes
and categories, for example castings, electronics, bought-in parts or services. Each category has
different market dynamics, quality requirements and negotiating power. Segmentation determines who
manages which supplier, which approval thresholds apply and which categories need to be strategically
dual-sourced. In practice, it has proven worthwhile to maintain clearly defined contacts and escalation
paths per material class. This measurably increases responsiveness to complaints and consistency in
supplier communication.

Dealing with Suppliers in a Monopoly Position

Suppliers in a monopoly position or with a de facto unique selling point — for example through patents,
approvals or tool ownership — require their own regime. Typical approaches are early involvement in
development projects, contractually agreed price transparency including disclosure of cost drivers,
long-term offtake incentives and active efforts to clarify alternatives or tool handling. A realistic sense of
risk is important: complete independence is not achievable in many technology fields. Then the aim is to
manage the dependency consciously, secure it contractually and track it explicitly in the company's risk
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management.

Methods and Procedures in Supplier Management

From the first enquiry to serial approval, supplier management follows a structured sequence. The most
important components are tendering, qualification, sampling and ongoing contract and price
management.

Supplier Sourcing and Selection with RFX in Procurement

The structured selection process begins with a market-oriented tender. Depending on maturity, different
formats are used: the request for quotation (RFQ) for comparable parts with a clear specification, the
request for information (RFI) for market scouting, or the request for proposal (RFP) for more complex
services. A professionally set-up RFX in procurement standardises comparability, forces a clear
requirements specification and documents the decision in a traceable way — also towards internal
stakeholders. Evaluation is typically done using a scoring scheme with criteria such as price, capacity,
quality system, logistics concept, location risk and financial stability.

Qualification, Audit and First Sample Submission (EMPB)

Before serial approval, procurement examines the supplier together with quality and engineering. The
toolkit includes self-disclosures, certification evidence, on-site supplier audits and a structured first
sample submission (EMPB) with defined sampling levels depending on the degree of change and risk
class of the part. In practice, staged approvals often apply, for example a time-limited approval status for
limited quantities up to full serial approval. A cleanly documented EMPB process prevents later disputes
over responsibility for quality problems and forms the reference for all future changes to the part or
process.

Contract, Price and Performance Management

In the serial phase, supplier management rests on the contract. Core instruments are price/cost
transparency (supported by clean-sheet calculation for new parts), agreed price and material index
clauses, and performance packages such as a bonus agreement for exceeding delivery or quality
targets. Regular supplier evaluations based on quality, on-time delivery, cost and service draw on
operational data and are discussed in a Quarterly Business Review (QBR) with strategically relevant
suppliers. There, improvement measures, capacity planning and cost reduction targets are bindingly
recorded and tracked.

Operational Collaboration in Day-to-Day Business

The operational level determines whether strategic intentions land in everyday practice. Scheduling,
quantity and logistics control take centre stage here.

Delivery Schedule Agreement and On-Time Delivery

For serial parts with continuous demand, the delivery schedule agreement is a proven steering
instrument: the supplier receives rolling call-offs with firm quantities for short-term horizons and planning
quantities for longer horizons. Derived from this is delivery performance, typically measured as on-time
delivery in per cent of on-time, on-quantity deliveries. Finer levels are often measured additionally, such
as punctuality against the requested date versus the confirmed date. A shared definition is important:
what counts as late, how are part shipments treated, which measurement period applies? Without this
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clarity, measurement and discussion discrepancies between procurement and supplier quickly arise in
practice.

Ordering and Logistics Concepts

Automatic ordering via material requirements planning (MRP) relieves buyers of routine ordering and
reduces sources of manual error. Prerequisites are well-maintained master data, realistic lead times and
clear ordering rules depending on ABC-XYZ class. In logistical terms, different concepts are used
depending on the demand structure — from the classic call-off to the milk run, in which a collection
vehicle serves several suppliers on one route, optimising transport costs and delivery frequency.
Procurement should actively help shape logistics concepts, because transport and inventory costs often
make up a considerable share of the total cost of ownership.

Communication, Interfaces and Escalation

Efficient collaboration thrives on clearly defined interfaces: who in procurement is responsible for
ordering, who for quality issues, who for change requests — and who is the contact at the supplier?
Complementing this, fixed rhythms have proven effective: short-term date reconciliations for critical
positions, monthly performance reviews for A-suppliers and quarterly strategic reviews. A defined
escalation scheme with levels from technical clarification to management meetings prevents problems
from being dragged out in day-to-day business. Documented agreements from these forums are the
foundation for traceable supplier evaluations and future volume decisions.

Key KPIs in Supplier Management

Without reliable KPIs, supplier management remains gut feeling. What is typically measured is quality,
on-time delivery, cost development and risk position — ideally from system data rather than manual
capture.

Operational Performance Indicators

The most important operational KPlIs are on-time delivery, delivery quality measured in parts per million
(PPM) or complaint rate, and responsiveness on schedule details or change requests. In addition,
flexibility values are used, such as how quickly a supplier can respond to demand peaks. These KPIs
feed into a scorecard system that frequently produces weighted overall scores per supplier. What
matters most in practice is consequence: scores must lead to action — improvement agreements,
extended audits, volume reallocation or phase-out. An evaluation without follow-up quickly breeds
cynicism in procurement and at the supplier.

Financial and Strategic Indicators

On the financial side, supplier concentration (share of the largest suppliers in total volume), price
development per material class and savings contribution play a role. The payment perspective is also
considered: days payable outstanding (DPO) show how long, on average, the company takes to settle
supplier invoices — a lever for liquidity that must not, however, disregard fairness and supplier financing.
Also strategically relevant are the share of qualified second sources, the status of supplier development
programmes and cost avoidance through early involvement. In practice, it has proven worthwhile to
report operationally measured and strategically planned KPIs separately.

Interpreting KPIs Correctly
KPIs only work with context. An on-time delivery rate of 98 per cent can be uncritical for a C-part with a
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stock buffer, yet cause considerable damage for a bottleneck component needed for assembly. Scores
should therefore be weighted by material criticality and order relevance. Equally important: a consistent
data basis. If procurement and supplier apply different date definitions or cut-off dates, both sides argue
about symptoms instead of fixing causes. A jointly agreed measurement definition, recorded in the
framework agreement or the terms of delivery, is recommended, as is regular plausibility checking of the
automated evaluations.

Risks and Controls in Supplier Management

Supplier risks are supply chain risks. Structured risk detection, defined quality controls and financial due
diligence are therefore part of the core of supplier management.

Risk Detection with Risk Heatmap and Resilience

Systematic risk management begins with identification: supply failures, quality collapses, financial
distress, geopolitical and customs risks as well as sustainability violations. A risk heatmap visualises
which suppliers or supply chains carry what damage potential and likelihood of occurrence, and
prioritises countermeasures. Building on this, supply chain resilience management establishes structural
robustness: second sources for critical parts, safety stocks, alternative transport routes and relocation
options. In practice, it has proven worthwhile to update risk assessments annually and on an
event-driven basis — for example on site changes, insolvency signals or trade conflicts — and to back
measures with owners and deadlines.

Quality: Control of Nonconforming Product

Despite good prevention, quality deviations occur. What matters is the regulated handling: a
documented process for control of nonconforming product defines how defective parts are identified,
blocked, documented and decided on — rework, sorting, recall or release with concession. This includes
8D reports or comparable root cause analyses with effective measures at the supplier, blocked stock
reconciliation and clear cost arrangements for sorting, retooling and downtime costs. Procurement
represents the company's interests vis-a-vis the supplier here, while the quality department leads on
technical matters. Clean documentation is also important for potential product liability questions and
should be legally reviewed on a case-by-case basis.

Financial and Customs-Related Aspects

Financial risks range from supplier liquidity problems to payment terms and currency issues. Tools
include credit monitoring, hedging via payment schedules for advance financing or tooling investments,
and clear contractual arrangements on retention of title to tools. For international sourcing, customs
matters come into play: correct customs clearance, the choice of delivery clause — for example CPT,
where the seller bears transport to the agreed destination but risk passes earlier — and cooperation with
a reliable customs agent determine the cost, legality and speed of import. Customs and trade law
details are complex and should be professionally reviewed on a case-by-case basis.

Current Developments in Supplier Management

Supplier management is currently changing in three dimensions: digitalisation of processes, heightened
sustainability requirements and a markedly increased awareness of resilience following the supply chain
disruptions of recent years.
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Digitalisation and Automated Processes

Digital platforms and supplier portals are increasingly replacing email and spreadsheet processes:
electronic call-offs, automatic delivery advices, digital complaint workflows and self-running routine
orders up to the no-touch order for C-parts. This frees capacity for strategic tasks. Artificial intelligence
increasingly supports supplier sourcing, the evaluation of risk signals and the preparation of enquiries.
The data basis remains crucial: without well-maintained master data and integrated systems, digital
concepts remain fragmented. A step-by-step build-up is recommended, starting with A-suppliers and the
processes with the highest manual effort.

Sustainability and Supply Chain Due Diligence

Environmental and human rights requirements are increasingly migrating into supplier management:
evidence obligations regarding origin, working conditions and emissions data, sustainability clauses in
contracts and expanded audit scopes. Many companies therefore introduce a second approval criterion
alongside quality and capacity, namely sustainability and supply chain compliance. For buyers, this
means new skills and more documentation effort. In practice, it has proven worthwhile to raise
requirements in stages according to the risk class of the material classes rather than treating all
suppliers alike. Legal obligations in this field are evolving dynamically and should be reviewed
individually.

Resilience Instead of Pure Cost Optimisation

The experience of disrupted supply chains has shifted the assessment: alongside price and quality, the
question of how robust a supply relationship is in a crisis is gaining weight. Consequences are more
regional dual sourcing, longer contractual commitment for strategic suppliers, joint capacity reserves
and actively maintained supplier financing so that key suppliers remain economically stable. Supplier
management itself is also becoming more robust: documented processes, multiple staffing of critical
supplier-care roles and a workable escalation plan. Resilience has its price; it makes sense to procure it
deliberately for risk-relevant parts rather than across the board for the entire portfolio.

Typical metrics

On-Time Delivery: > 98%
Usual benchmark for strategic A-suppliers in serial production; agree the measurement definition contractually.

Delivery Quality (PPM): < 500 PPM
Typical range for serial parts in the supply industry; varies depending on industry and part class.

Supplier Concentration: < 30% share of top-5 volume
Guideline value for limiting dependencies; may deviate depending on industry and material class.

Complaint Response Time: < 48 hours (first response)
Usual target value for the first statement including preliminary analysis at the supplier.

Practical Example

A mid-sized mechanical engineering company with around 300 actively supplied part positions
struggled with fluctuating delivery performance, unclear responsibilities and a high manual workload in
ordering. Procurement carried out a structured ABC-XYZ analysis, derived tiered levels of supplier care
from it and introduced quarterly performance reviews for A-suppliers. In parallel, ordering rules for
C-parts were automated and the sampling of new parts was standardised via a uniform EMPB process.
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After around twelve months, the company reported significantly more stable delivery performance for
critical parts, lower ordering costs thanks to fewer clarification cases and, for the first time, documented
visibility of supplier concentration as a risk factor.

* ABC-XYZ analysis of the entire supplier portfolio as the basis for tiers of supplier care

« Quarterly supplier evaluation with an agreed KPI definition and escalation scheme

« Automatic ordering for C-parts to reduce ordering costs and sources of manual error

» Standardised first sample submission (EMPB) with staged approvals for new and changed parts

Conclusion

Supplier management is not a secondary function of procurement but the steering authority for the
performance capability of the entire supply base. It combines strategic decisions on portfolio and
partners with operational excellence in delivery dates, quality and logistics. Prerequisites are clean data,
agreed measurement definitions and the consistency to actually translate evaluations into action.
Companies that systematically classify, manage with risk awareness and develop their supplier base
gain supply reliability and cost advantages at the same time. Those who neglect this discipline typically
pay for it late — but then in the form of supply failures, quality costs and dependencies that are barely
correctable.

Frequently asked questions

What does supplier management mean?

Supplier management is the systematic planning, selection, steering and development of suppliers
across the entire relationship lifecycle. It encompasses both strategic tasks such as portfolio and risk
assessment and operational topics such as delivery dates, quality and evaluation. The goal is a reliable,
economical and low-risk supply of materials.

What is part of supplier management?

Typical components are supplier sourcing and selection (e.g. via RFX), qualification and auditing, first
sample submission (EMPB), contract and price management, operational scheduling and quantity
control, supplier evaluation and supplier development. The field is complemented by risk management,
sustainability requirements and the termination of supplier relationships.

Which KPIs are relevant in supplier management?

The most important KPIs are on-time delivery performance, delivery quality in PPM, supplier
concentration, price and cost development as well as suppliers' responsiveness and flexibility. These
values are often bundled in a supplier scorecard. It is important that the measurement definitions are
agreed with the supplier.

How do you select a supplier?

A structured process has proven effective: define requirements and specifications, scout the market, run
an RFX, evaluate quotations using a weighted scoring scheme, audit suppliers and obtain trial samples.
Only after successful first sample submission (EMPB) and systematic qualification does serial approval
follow. This makes decisions traceable and comparable.

What is the difference between supplier management and procurement?
Procurement covers concrete demand: enquiry, order, delivery and invoice. Supplier management
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shapes the relationship and performance capability of the supplier over time — from selection through
evaluation and development to the end of the partnership. The two fields interlock but address different
questions.

How do you evaluate suppliers systematically?

A scorecard with weighted criteria such as quality, on-time delivery, cost, service and technology is
common practice. Ideally, the data comes from systems such as ERP or quality tools. The results are
discussed in regular reviews and translated into measures such as improvement plans, volume
decisions or supplier development programmes.

Amplifa Marketplace - Procurement glossary amplifa-marketplace.com/en/glossary/lieferantenmanagement



