AMPLIFA PROCUREMENT GLOSSARY

Supplier Portfolio: Structuring, Evaluating and
Managing the Supplier Master

The supplier portfolio refers to the entirety of the suppliers with which a company maintains
business relationships, together with their structured evaluation in terms of strategic importance
and procurement risk. It is the central tool for creating transparency across the supplier master and
for deploying procurement resources in a targeted manner. This glossary article explains the
definition, classic portfolio approaches, KPIs, risk controls and current developments in practical
terms.

Key facts

» The supplier portfolio comprises all active suppliers and their classification by opportunities and
risks.

* The classic foundational tool is the Kraljic supplier portfolio with the dimensions profit impact and
supply risk (supplier power).

» Typical elements are segmentation, evaluation, classification and regular maintenance as a
continuous cycle.

» Metrics such as supplier concentration, complaint rate and delivery reliability steer portfolio
decisions.

» The portfolio is reviewed regularly when reducing the supplier master, in risk cases or when
strategies change.

- Digital systems with master data maintenance and procurement controlling support ongoing
updating.

Definition: supplier portfolio

The supplier portfolio is the structured overall presentation of all of a company's suppliers according to
uniform evaluation criteria. It combines master data, spend volumes, risk parameters and performance
data into an overview of the supply market side. The aim is to segment suppliers in a targeted manner,
derive steering actions and identify dependencies at an early stage.

Distinction from the supplier master

The supplier master is simply the list of all suppliers recorded in the ERP system. The supplier portfolio
goes further by evaluating each supplier in terms of strategic relevance, performance capability and risk,
and classifying them into categories. In practice, a distinction is frequently made between A, B and C
suppliers, supplemented by risk classes for single- or sole-source situations.

Position in the procurement process

The portfolio reflects the results of strategic work within source-to-contract (S2C) and at the same time
provides the basis for operational processes such as framework orders, delivery date tracking and RFX
enquiries in procurement. Without a maintained portfolio, levers such as early supplier involvement or
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bid comparisons remain coincidental. It thus acts as the interface between strategy and day-to-day
operations.

Methods and approach for portfolio formation

Building a supplier portfolio typically follows a multi-step approach: establish the data basis, evaluate
suppliers, segment and derive actions. The methodology varies by industry and depth of in-house
production, but the basic pattern remains similar.

Kraljic portfolio approach

The classic model classifies suppliers or material groups along profit impact (revenue relevance, share
of value added) and supply risk (availability, substitution options) into four quadrants: strategic partners,
leverage items, high-risk bottleneck items and non-critical items. Rules of conduct can be derived from
this — for example partnerships in the strategic quadrant and consolidation in the non-critical area. In
practice, the model is often extended with risk dimensions such as site or raw material dependencies,
for example in topics such as raw material indexation or Incoterms CFR for sea freight.

Evaluation criteria and scoring models

Common criteria are quality (complaint rate, process capability), delivery performance (delivery
reliability, schedule adherence), cost, service, innovative strength and sustainability aspects such as the
recycled-content ratio. Weighting is carried out by material group, since different criteria apply in
mechanical engineering, for example, than in retail. Evaluation results feed into bid evaluations via bid
evaluation scales and create comparability across RFX in procurement.

Supplier segmentation and deriving actions

The scoring produces segments with clearly defined actions: A suppliers receive partnership
programmes, joint developments or supplier innovation days, B suppliers are developed in a targeted
manner, and C suppliers are consolidated or handled via elementary processes such as punchout
catalogues. The segmentation should be reviewed regularly, as volumes, market conditions and
performance profiles shift.

Key KPIs in the supplier portfolio

Metrics make the portfolio manageable. They are recorded within procurement controlling and reported
regularly.

Concentration and risk metrics

The key metric is the share of procurement volume accounted for by the top 5 or top 10 suppliers, often
referred to as supplier concentration. Other typical metrics are the share of single-source items, the
number of active suppliers per material group and the share of liquidity-critical suppliers. A declining
supplier count combined with rising concentration is a warning signal that should be actively monitored.

Performance and quality metrics

Delivery reliability, schedule adherence and the complaint rate are the classic operational indicators. In
addition, scrap and newcomer rates, the process capability of critical characteristics and results from
inspection instructions are used. For logistics services in a 3PL environment, schedule and
completeness levels in delivery date tracking also count.
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Financial metrics

Monetary steering metrics include price index developments through raw material indexation, realised
savings, the number of framework orders used and the share of short-term use of early-payment
discount options such as dynamic discounting. In practice, results of cost-plus calculations also feed into
the evaluation in order to make supplier cost structures transparent.

Risks and controls in the supplier portfolio

A portfolio is only as good as its view of risk. Supply failures, quality problems and dependencies require
structured countermeasures.

Dependencies and single sourcing

High concentration on a few suppliers entails failure risks. For critical items, practice employs
redundancies, stocking strategies or safeguards such as bank guarantees/suretyships for advance
payments. For seasonal demand peaks, the freeze fence concept helps to create planning stability with
strategic suppliers.

Supplier qualification and requalification

New suppliers go through a qualification process, while existing suppliers are monitored via audits and
inspection instructions. In the event of performance slumps, site relocations or process changes,
requalification is required. The portfolio documents the status and triggers follow-up activities before
operational disruptions occur.

Risk monitoring and procurement strategy

Continuous monitoring covers financial metrics, site risks, geopolitical developments and supply chain
disruptions. Methods from S&OE help to identify short-term deviations from plan and initiate
countermeasures. Where risk remains persistently high, building in-house production — depending on
the desired depth of in-house manufacturing — may also be part of the strategy.

Current developments and digital support

Digitalisation, sustainability and resilience are significantly changing how the supplier portfolio is
managed. Data-driven approaches are increasingly replacing manual lists.

Automation and data integration

Systems for source-to-contract (S2C), supplier master data management and procurement controlling
enable an continuously up-to-date portfolio view. Interfaces to punchout catalogues, delivery date
tracking and quality data reduce manual maintenance effort. In practice, this results in a continuous
evaluation loop rather than annual one-off exercises.

Sustainability and supply chain due diligence

Requirements for sustainability evidence, such as recycled-content ratios or CO2 intensity, are
increasingly applied as portfolio criteria. Legal obligations along the supply chain require active
monitoring; the specific design depends on industry, size and scope of the respective regulations and
should be examined on a case-by-case basis.
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Resilience instead of pure cost optimisation

The focus is shifting from pure savings towards resilience and diversification. Multi-sourcing, regional
alternatives and reducing bottleneck sources are typical measures. Nevertheless, cost reality remains
relevant — selection decisions via bid evaluation scales or RFX in procurement must consider price, risk
and performance in an integrated way.

Building and maintaining the portfolio in practice

Implementation typically proceeds in clearly graduated steps, beginning with an inventory of the supplier
master and ending in a regular review cycle.

Overview of the process steps
A basic sequence has proven its worth in practice and is adapted where necessary to company size
and industry. Typical steps are:

* Inventory: cleansing of the supplier master, deduplication and volume assignment

« Evaluation: define criteria by material group, evaluate suppliers, record risks

* Segmentation: assignment to A/B/C or Kraljic quadrants and derivation of actions

« Steering: annual review, ad-hoc updates on supplier events, reporting in procurement controlling

Typical metrics

Supplier concentration (top-5 share): < 30-50%

Higher values indicate dependency risks depending on the material group
Delivery reliability: > 95-98%

Classic steering metric for operational supplier performance

Complaint rate: < 1-2%
Varies by industry; key quality criterion in scoring

Share of single-source items: ideally < 10%
Critical dependencies should be actively reduced

Suppliers with a current evaluation result: > 90%
Measures the quality of portfolio maintenance

Practical example

A medium-sized mechanical engineering company with around 900 active suppliers identifies in a
portfolio analysis that 380 suppliers alone account for less than EUR 500 in annual volume, while three
suppliers control more than 40 per cent of critical material volume. The purchasing team first
consolidates the C segment via framework orders and punchout catalogues. For the strategic suppliers,
parallel second-source developments are launched and critical components are safeguarded through
stocking strategies. The portfolio is reviewed half-yearly within procurement controlling.

« Consolidation of micro-suppliers via framework orders and catalogue solutions

» Development of second sources for single-source items with a high risk of failure
 Introduction of a half-yearly portfolio review with KPI reporting

 Integration of sustainability and risk criteria into supplier evaluation
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Conclusion

The supplier portfolio is the central steering tool for making the supplier master transparent and
managing it in a targeted manner. It combines strategic segmentation with operational metrics such as
delivery reliability, complaint rate and supplier concentration. A well-maintained portfolio reduces
dependencies, strengthens negotiating positions and creates the basis for partnerships with
strategically important suppliers. Prerequisites are clean master data, clear evaluation criteria and a
regular review cycle. Those who pursue portfolio work consistently identify risks early and can deploy
procurement resources where they deliver the greatest leverage.

Frequently asked questions

What is a supplier portfolio?

The supplier portfolio is a structured overview of all of a company's suppliers, evaluated against criteria
such as strategic importance, performance, cost and risk. Classification is typically carried out using a
scoring system or the portfolio model developed by Kraljic. It serves as the basis for segmentation,
deriving actions and procurement controlling.

How do you create a supplier portfolio?

First, the supplier master data is cleansed and a spend volume is assigned to each supplier. You then
define evaluation criteria — such as quality, delivery reliability, prices and risks — and weight them by
material group. This yields segments (e.g. A, B and C suppliers), for which concrete actions such as
development, consolidation or partnerships are derived.

What is the Kraljic supplier portfolio?

The Kraljic portfolio classifies suppliers or material groups along the two dimensions of profit impact and
supply risk (supplier power) into four quadrants: strategic, leverage, bottleneck and non-critical. Different
procurement strategies apply depending on the quadrant, ranging from partnerships to consolidation.
The model is the most widely used tool for supplier segmentation.

Which KPIs belong in a supplier portfolio?

Typical metrics are supplier concentration (top-5 share), the share of single-source items, delivery
reliability, complaint rate and realised savings. In addition, process capability, audit results and
sustainability-related metrics are used. These values are reported regularly within procurement
controlling.

How often should the supplier portfolio be updated?

In practice, an annual to biannual review cycle has become established, supplemented by ad-hoc
updates following significant events such as supply failures, site relocations or quality issues. Automated
systems also enable continuous updating of performance data. It is important that evaluation results
actually translate into actions.

What is the difference between the supplier master and the supplier portfolio?

The supplier master is the administrative list of all suppliers recorded in the ERP system. The supplier
portfolio additionally evaluates these suppliers in terms of strategic relevance, performance and risk and
assigns them to classes or quadrants. Only the portfolio enables targeted steering of actions and
resources in procurement.
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