AMPLIFA PROCUREMENT GLOSSARY

Delivery service level: measuring and
managing delivery reliability

Delivery service level is a central metric in supplier management and describes how reliably a
supplier fulfils agreed deliveries in the correct quantity and quality and at the right time. It links
operational logistics performance with strategic objectives such as security of supply and capital
tied up. In industrial procurement it serves as an objective basis for supplier evaluations,
escalations and price negotiations. At the same time, it is an early indicator of disruptions along the
entire supply chain.

Key facts

« Delivery service level puts successfully delivered line items, quantities or dates in relation to all
agreed deliveries.

« Typical sub-metrics are delivery reliability, on-time delivery, quantity accuracy and the OTIF metric
(On Time In Full).

* In practice, values of at least 95 to 98 per cent for A-suppliers are often regarded as the target,
depending on commodity group and criticality.

* The basis is usually data from inventory management, goods receipt and delivery call-offs, ideally
automated from ERP or SCM systems.

« Delivery service level is a core element of the supplier scorecard and typically accounts for 20 to 40
per cent of the supplier evaluation.

» The metric only becomes meaningful with clear measurement definitions: line-item level, tolerance
windows, cut-off logic and exception rules.

Definition: delivery service level

Delivery service level quantifies what proportion of agreed deliveries actually takes place as
contractually promised. It is usually expressed as a percentage and relates to line items, order
quantities or delivery call-offs within a reporting period.

Formulas and calculation variants

The simplest variant is: number of on-time and complete line items delivered divided by the number of
all due line items, multiplied by 100. Alternatively, a quantity-based calculation is used, i.e. delivered
quantity within the tolerance window divided by the confirmed or called-off quantity. In practice, variants
have also become established that downgrade partial or over-deliveries, since excess quantities also
burden inventory costs and warehouse space. It is important that buyers and suppliers agree a uniform
calculation rule in advance, for example in the delivery call-off contract or in general supplier
agreements. Without a uniform definition, discrepancies regularly arise between the two parties'
evaluations.

» Line-item based: number of correct line items / number of due line items
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* Quantity-based: delivered quantity within tolerance / confirmed quantity
« OTIF: only line items delivered complete and on time count as fulfilled

Distinguishing it from related metrics

Delivery service level is often equated with delivery reliability, but in a strict interpretation it also includes
quantity and quality adherence. Goods receipt lead time, by contrast, measures the internal processing
speed after the goods arrive and is thus a separate process metric. Inventory management is also
closely linked to delivery service level: the more reliable the deliveries, the lower safety stocks — and
thus capital tied up — can be held. Delivery service level is therefore not an isolated supplier figure, but
has a direct impact on stock levels, material availability and production planning.

Significance for procurement and the supply chain

For buyers, delivery service level is one of the most meaningful signals of a supplier's capability,
because it systematically reflects the supplier's operational reality — unlike self-disclosures or price
aspects.

Impact on production and capital tied up

Below-average delivery dependability forces higher safety stocks, longer lead times and additional
planning effort. Every missing part can cause line or machine stoppages in production, the cost of which
can far exceed the purchase price of the component. Conversely, a stable delivery service level allows
buffers to be reduced, leaner material supply and more plannable staffing. The metric is thus a direct
value driver: in a commodity-group value driver analysis, it can often be demonstrated that reliability is
economically more significant than a small price advantage.

Role in supplier management

As part of supplier qualification, delivery service level is typically used as a criterion with its own
weighting, often between 20 and 40 per cent of the overall score. For strategic suppliers, it is analysed
jointly in regular supplier evaluations and business reviews. Systematically low values trigger a
structured escalation process in which remedial actions are agreed with deadlines and followed up. If
the weakness persists, the metric can also serve as an objective basis for award decisions, dual
sourcing or the exit of suppliers.

Methods and approach for measurement

Reliable measurement presupposes clear rules and robust data sources. In practice, the metric fails less
because of the formula than because of inconsistent definitions and manual maintenance.

Data basis: from delivery call-off to goods receipt

The reference point for the measurement is usually the confirmed or called-off delivery date from the
delivery call-off contract or from planning systems. The actual value is recorded at goods receipt —
ideally with reference to batch number and lot data, so that quality relationships can also be traced later.
Inventory management must operate in real time or, more realistically, on a daily basis, otherwise
accounting inconsistencies distort the evaluation. Automated interfaces between supplier and customer,
for example via EDI, significantly improve data quality and reduce manual clarification effort.

« Define the agreed reference date: confirmation date, call-off date or requirement date
» Define tolerance windows, e.g. £0 days for JIT parts, £3 days for standard material
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 Include quality acceptance: only count as fulfilled after fitness check or acceptance

Exception rules and calculation levels

Not every deviation can be attributed to the supplier: customer-induced call-off changes, obstructed
deliveries or changed packaging requirements should be classifiable as causes. It is therefore common
to distinguish between supplier-caused and otherwise-caused deviations. The evaluation is typically
carried out at several levels — by line item, by item, by supplier and by commaodity group — so that both
detailed causes and overall trends become visible. Delivery service level should also be viewed as a
time series, since individual periods may be distorted by seasonal effects or one-off cases.

Key KPIs around delivery service level

Delivery service level is part of a wider set of logistics and supplier metrics. Only the combination of
several metrics yields a sound performance picture.

Core metrics and typical target values

The most important complementary metrics are delivery reliability (on-time delivery), quantity accuracy
and OTIF as the strictest variant, in which date and quantity must both be met simultaneously. In
addition, the complaint rate, the average delay in days and the proportion of unplanned partial deliveries
are often reported. As benchmark values, target figures of 98 per cent or higher are common for A-parts
in the automotive and mechanical engineering industries, and sometimes lower for C-items. What is
decisive is aligning the target values with the criticality of the commodity group and the buffer strategies
available in inventory management.

« Delivery reliability: proportion of on-time deliveries, typically target >= 95-98 %

* Quantity accuracy: proportion of quantity-compliant line items including defined tolerances
« OTIF: proportion of deliveries compliant in both date and quantity, the strictest metric

« Average delay: average deviation in days as a supplement to binary on-time measurement

Integration into scorecards and reporting

In the supplier scorecard, delivery service level is usually assessed alongside quality, price, flexibility
and service. What matters is a uniform reporting rhythm — monthly or quarterly — with fixed cut-off
dates, so that values remain comparable. For strategic suppliers, a shared dashboard is recommended,
in which both parties access the same data. This reduces discussions about the underlying data and
shifts the collaboration to the real question: root cause analysis and improvement.

Risks and controls in applying the metric

Anyone who optimises delivery service level in isolation or defines it incorrectly creates perverse
incentives. Deliberate controls secure the metric's meaningfulness.

Typical perverse incentives and distortions

If only punctuality is measured, suppliers tend to deliver too early — seemingly good values then cause
higher stock levels. If tolerance windows are applied too generously, this conceals inventory problems.
Manipulation risks also exist: advance partial deliveries that formally save the deadline, or premature
confirmations in the system. Buyers should therefore carry out spot checks, reconcile goods receipt data
against supplier documents and address inconsistencies in the supplier evaluation. In addition, technical
invoice verification provides indications when invoiced quantities systematically deviate from goods
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receipts.

Root cause analysis and corrective action

If delivery service level falls, the causes should be systematically investigated — classically using 5
Whys or structured deviation analyses. Common causes are capacity bottlenecks at the supplier,
unclear call-off communication, poor bill-of-materials resolution on the customer side or logistical
disruptions in transport. Depending on the cause, different measures are effective: capacity agreements,
better forecast quality through coordinated promotion planning for call-off-based business, alternative
transport concepts with a preferred carrier, or a pilot project with the supplier to introduce automated
call-off processes. In the case of geopolitical dependencies, geopolitical risk is factored into the
evaluation as a contextual factor, since individual deteriorations cannot always be attributed to the
supplier.

» Classify deviations by cause category (supplier, customer, transport, system)
« Joint root cause analysis with 5 Whys for recurring issues
« Document measures with deadlines and responsible persons in the escalation process

Current developments: data quality, digital systems and resilience

Delivery service level is not losing importance, but the way it is measured and managed is changing
markedly towards automation and real time.

Automated measurement and supplier data maintenance

Modern ERP and SCM systems calculate delivery service level automatically from goods receipt
postings and call-off data. EDI connections, supplier portals and interfaces to transport service
providers improve data currency and granularity. Manual spreadsheet evaluations are thus increasingly
disappearing — a gain, since they were error-prone and often only available weeks after the delivery. A
prerequisite, however, is well-maintained supplier master data: without correct item, address and
delivery terms master data, even the best systems deliver distorted figures. This is where instruments
such as vendor master data creation with defined approval processes come in.

Resilience, diversification and contractual safeguards

Since the supply chain disruptions of recent years, many companies have rated dependability more
highly and view delivery service level in the context of resilience. This includes market segmentation in
procurement to build up alternative sources for critical commodity groups, as well as the contractual
anchoring of service levels with binding target values. For strategic or capital-intensive relationships,
guarantee agreements and clearly defined termination rights supplement the toolkit — up to termination
for convenience in the event of persistent under-delivery. Outsourcing transition projects, in which the
depth of production is changed, should also define the expected delivery service level as an agreed
handover criterion.

Typical metrics

Delivery service level (OTIF): >= 95-98 %
typical target value for A-suppliers and critical components

Delivery reliability (on-time delivery): >= 95 %
often with a defined tolerance window, e.g. +1-3 days
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Quantity accuracy: >=97 %
including agreed over- and under-delivery tolerances

Average delay: < 2 days
supplementary metric to binary on-time measurement

Practical example

A medium-sized mechanical engineering company with around 400 active suppliers found in an analysis
that recurring shortages of sheet-metal parts were regularly blocking production, even though formal
delivery reliability stood at over 96 per cent. The cause lay in the measurement logic: partial and
advance deliveries were counted as on time, and missing residual quantities did not appear in any
metric. The company therefore introduced OTIF as a binding measurement, automated the evaluation
via goods receipt and classified deviations by cause. Within a year, the most critical supplier significantly
reduced its missed delivery dates, and safety stocks in sheet-metal production could be reduced.

« Switching from delivery reliability to OTIF with a uniform, documented calculation rule
» Automated recording at goods receipt, including batch number for traceability

* Monthly business review with the key supplier, including 5-Why root cause analysis
 Definition of a three-stage escalation process with documented remediation deadlines

Conclusion

Delivery service level is more than a statistic: it makes delivery dependability measurable, comparable
and negotiable. What is decisive for its meaningfulness are a clearly defined calculation rule, clean
master data and a data basis from goods receipt and inventory management. Only in combination with
quantity accuracy, quality criteria and root cause analyses does the figure become an effective
management instrument. Companies that consistently capture the metric automatically and anchor it in
supplier evaluations reduce stock levels and increase security of supply at the same time. Delivery
service level is thus one of the cornerstones of effective supplier management.

Frequently asked questions

What is delivery service level?

Delivery service level is a key metric that measures the proportion of agreed deliveries that a supplier
has fulfilled in the correct quantity and quality and at the right time. It is usually calculated as a
percentage on a line-item or quantity basis. In practice, it serves as a core criterion in supplier
evaluation.

How is delivery service level calculated?

A common formula is: on-time and complete line items delivered divided by all due line items, multiplied
by 100. Alternatively, it is calculated on a quantity basis within defined tolerances. What matters is a
calculation rule agreed contractually in advance, so that both parties arrive at the same figures.

What is a good delivery service level?

Typical target values are at least 95 to 98 per cent for A-suppliers and critical components, and
sometimes lower for simple C-items. The appropriate value depends on the commodity group, criticality
and available safety stocks. More important than the absolute value is the trend over several periods.
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What is the difference between delivery reliability and OTIF?

Delivery reliability usually measures only adherence to delivery dates, whereas OTIF (On Time In Full)
additionally requires the complete quantity in one delivery. OTIF is therefore the stricter metric and
reveals partial and advance deliveries that remain undetected with pure delivery reliability. OTIF is
recommended for critical parts.

What data is needed to measure delivery service level?

What is required are confirmed or called-off delivery dates, actual goods receipt data with quantities and
dates, as well as definitions of tolerances and exceptions. Ideally, the data comes automatically from
ERP and SCM systems or via EDI interfaces. Cleanly maintained supplier master data is a prerequisite
for unbiased evaluations.

How can delivery service level be improved?

What matters are joint root cause analyses, clear call-off communication and capacity-based
agreements with suppliers. Automated data exchange processes and a structured escalation process
for deviations provide support. In the event of persistent weaknesses, dual sourcing or a defined
supplier changeover helps.
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