AMPLIFA PROCUREMENT GLOSSARY

PO Cycle Time: Cycle time from order to
confirmation

The PO Cycle Time describes the period from the raising of a purchase order (order) to its full
approval or confirmation by the supplier. It is one of the key metrics for the efficiency of operational
procurement, because it directly acts as an accelerator for material availability and production
control. Long cycle times cause bottlenecks, hoarding and unnecessary express costs. Systematic
management of this metric reduces process costs and measurably improves collaboration with the
supply base.

Key facts

« PO Cycle Time measures the time from order raising to internal approval and/or supplier
confirmation (PO confirmation).

 In practice, typical benchmarks for internal approvals range from a few hours to three working days,
depending on approval levels and thresholds.

* The main drivers are manual approval steps, incomplete master data and a lack of integration of
catalogue structures.

* Automated approval workflows and mandatory fields in the ordering process can typically
significantly reduce the cycle time.

* The metric can be combined with the PO Auto-Confirmation Rate, Order Lead Time and Exception
Management to form a comprehensive KPI panorama.

Definition: PO Cycle Time

The PO Cycle Time is the measured duration an order requires from being raised by the requester to
the conclusion of the ordering process. Depending on the perspective, the cycle ends at internal
approval, at dispatch to the supplier or at the supplier's confirmation. The metric is one of the
established process KPls in procurement and serves as a lever for procurement agility.

Distinction from related metrics

The PO Cycle Time is not identical to the Order Lead Time, which reflects the delivery time from order
dispatch, nor to the entire procurement process cycle time from demand to goods receipt. It looks
exclusively at the administrative ordering cycle. This distinction is important because improvements to
the PO Cycle Time reduce process costs and improve responsiveness, but only indirectly influence the
physical delivery time. Both figures should therefore be reported separately in KPI reports.

Relevance for technical procurement

In technical procurement and among manufacturing suppliers, orders are often complex: drawings,
specifications, requirement documents and quality requirements must accompany order lines. If
mandatory fields or documents are missing, the approval process stalls. Especially in single-item and
small-batch production, a prolonged PO Cycle Time causes direct follow-on costs, as production control
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depends on timely order confirmations. The metric is therefore an early indicator of future on-time
delivery performance in the supply chain.

Methods and approach for measurement

A meaningful measurement presupposes clearly defined timestamps: raising of the demand, completion
of the check, approval by the final authority, dispatch to the supplier and receipt of the confirmation.
Without systematically recorded time points, the metric remains an estimate.

Timestamps and data basis

The timestamps should be recorded automatically from the ERP or procurement system, ideally from
the procurement data model. Manual additions distort the picture. It is important to agree whether
measurement is in calendar days or working days; in practice, working days have become established
because they reflect the availability of approvers more realistically. Outliers such as holiday periods or
system outages should be documented and commented on in evaluations.

Segmentation by demand types

A blanket average figure conceals the relevant variation. Proven practice is segmentation by catalogue
orders, free-text orders, capital goods and service procurement. Catalogue orders with a clean
catalogue structure typically pass through the cycle significantly faster than free-text orders. Those who
evaluate the segments separately can target their efforts where most time is lost.

Point-in-time versus event-based analysis

In addition to the individual analysis per order, the periodic review provides statements about trends:
how is the median developing across the quarters? The median is preferable to the mean, as individual
long-running orders would otherwise distort the picture. Additionally, the distribution (e.g. the share of
orders below a target value) shows whether this is a structural problem or merely an isolated case.

Factors influencing the cycle time

The PO Cycle Time is determined by process-related, data-related and organisational factors. Those
who know the drivers can derive targeted optimisation measures.

Approval levels and thresholds

The more approval instances an order passes through, the longer the cycle. Waiting times often arise
not from rejections but from simply waiting for approvers. Order-value-dependent thresholds, deputy
arrangements and mobile approval options help. In practice, three instead of five approval levels for
routine orders noticeably reduce the cycle time without significantly weakening control.

Master data quality and mandatory fields

Incomplete supplier master data, missing price documentation or ambiguous material numbers lead to
queries and correction loops. Effective master data governance with defined mandatory fields in the
order entry screen prevents incomplete requests from even entering the approval process. A data
steward can take responsibility for the ongoing quality of procurement master data and analyse outliers.

Supplier-side confirmation
If the cycle is measured up to PO confirmation, the suppliers' response times are also included in the
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metric. Late or missing confirmations complicate supply planning and production control. Portals with
automatic confirmation functionality or manufacturer-specific EDI connections shorten this stretch. If a
confirmation is not received, structured exception management with escalation levels should come into
play rather than relying on reminder emails.

Key KPIs around the PO Cycle Time

The PO Cycle Time unfolds its effect above all in combination with further metrics of the ordering
process. Together they form a robust steering panorama.

Core metrics in detail

Besides the cycle time itself, the following have proven their worth: the PO Auto-Confirmation Rate
(share of automatically confirmed orders), the share of orders within the target time, the number of
correction loops per order and the average number of approval levels. In addition, the Touchless Order
Rate and the share of catalogue orders provide indications of the degree of automation. These metrics
are measurable, can be evaluated in a standardised manner and are suitable for ongoing reporting.

Target values and benchmarks

Specific target values depend on industry, order volume and complexity. In practice, the following have
proven to be common benchmarks: internal approval of catalogue orders often within one working day,
free-text orders within two to three working days, confirmation rate by suppliers typically above 95 per
cent. Cross-industry benchmarks should always be interpreted with caution; comparison with your own
history is more meaningful.

Link to higher levels

The PO Cycle Time feeds into higher-level metrics, such as the average procurement cycle time or
process costs per order. It also correlates with supplier evaluation criteria such as responsiveness and
adherence to delivery dates. Those evaluating suppliers should therefore use confirmation speed as one
of several supplier evaluation criteria — together with quality, measured for example in Parts per Million
(PPM), and delivery reliability.

Risks and controls in optimisation

An aggressive shortening of the cycle time must not come at the expense of control, compliance and
supplier relationships. Targeted control mechanisms safeguard the balance.

Compliance and control risks

Shortened approval processes can lead to orders passing through without sufficient budget verification.
The link to budgeting must be maintained: thresholds and budget consumption checks should be
automated but not removed altogether. Random sample checks, for example in the style of a Layered
Process Audit (LPA) at process level, show whether shortened workflows continue to operate in a
compliant manner. Legal questions, such as powers of representation and signing authority, must be
examined on a case-by-case basis.

Speed as a source of error

Fast orders with incorrect prices, wrong delivery dates or unclear specifications shift the effort to
downstream processes. The follow-on costs manifest themselves, for example, as cost of poor quality
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(COPQ) or as additional effort in goods receipt. Mandatory fields, automatic price comparisons against
master data and a four-eyes principle above defined amounts mitigate this risk without slowing down the
routine flow.

Supplier-related risks

Those who measure the cycle up to confirmation must not put suppliers under one-sided pressure.
Better results come from jointly agreeing response times, supplemented by clear escalation paths. For
critical items, an increased dual-sourcing quota can reduce dependencies on individual response times;
strategically this belongs to Supply Base Optimization. Contractually, adjustments, for example via a
price adjustment clause, should be regulated in such a way that they do not block the ordering process.

Current developments and digitalisation

Digitalisation, automation and Al are fundamentally changing the ordering cycle. The metric remains
relevant, but is increasingly complemented by degrees of automation.

Automation of the approval process

Modern systems automatically check orders against budget, framework agreements and catalogue
prices and release standard cases without human intervention. The trend is towards the touchless
order: the human only becomes involved when rules are violated. This shifts the buyer's role from
approval to exception handling, supported by clean exception management.

Al-supported requests and demand clarification

Al tools now support the creation of requests and orders, for example by reading out drawings,
suggesting material classes or checking specifications. A subsequent procurement proof of concept —
that is, a delimited test case before rollout — has proven its worth for realistically assessing benefits and
data quality. It remains important that Al suggestions are validated against master data.

Integration and dynamics in the supply chain

In dynamic supply chains, fast order confirmation is gaining in importance, because short-term planning
changes within the framework of S&OE (Sales and Operations Execution) must quickly be translated
into binding orders. Catalogue-based self-billing and settlement models relieve downstream processes
but presuppose clean order data. Sustainability data, for example on Scope 2 emissions or according to
Product Environmental Footprint (PEF), is increasingly migrating into order documents and requires
extended mandatory fields.

Typical metrics

PO Cycle Time (median, catalogue orders): <= 1 working day
typical benchmark, depending on approval levels

PO Cycle Time (median, free-text orders): <= 3 working days
typical benchmark for complex orders

PO Auto-Confirmation Rate: > 95%
share of orders confirmed automatically or promptly

Share of orders within target time: > 90%
shows structural process quality rather than individual values
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Practical example

A medium-sized mechanical engineering company with around 12,000 orders per year measured its PO
Cycle Time for the first time and found that free-text orders took more than four working days in the
median until approval, while catalogue orders remained under one working day. The analysis showed:
two thirds of the waiting time was attributable to waiting for approvers, one third to queries due to
incomplete order details.

 Introduction of order-value-dependent approval levels with deputy arrangements and mobile
approval

« Definition of binding mandatory fields including document attachments for free-text orders

« Connection of the most important suppliers to automatic order confirmations with escalation levels

* Quarterly evaluation of the median cycle time by demand type by a designated data steward

Conclusion

The PO Cycle Time is a practical metric that makes the responsiveness of operational procurement
visible. It only unfolds its value in combination with clean timestamps, segmentation by demand types
and neighbouring KPIs such as the Auto-Confirmation Rate. Optimisation levers lie less in working
pressure than in structure: leaner approvals, clean master data, cataloguing and supplier integration. At
the same time, compliance and budget control must not fall by the wayside. Those who systematically
manage the metric reduce process costs, improve material availability and strengthen their position in
the supplier dialogue.

Frequently asked questions

What does PO Cycle Time mean?

The PO Cycle Time is the period from the raising of a purchase order to its approval, dispatch or
supplier confirmation — depending on the company's definition. It therefore measures the efficiency of
the administrative ordering process. It is typically reported in working days and as a median.

How is the PO Cycle Time calculated?

It is calculated from system-recorded timestamps: for example, the date of the purchase requisition, the
date of the final approval and the date of supplier confirmation. What matters is a consistent definition
(which time points count), measurement in working days and evaluation as a median rather than a
mean. Segmenting by order type increases the usefulness of the metric.

What is a good PO Cycle Time?

There are no universally applicable target values; they depend on order complexity and the
organisation. In practice, the following are considered typical benchmarks: catalogue orders are often
approved within one working day, free-text orders within two to three working days. More meaningful
than external comparisons is your own historical development.

How can the PO Cycle Time be shortened?

Effective measures include fewer approval levels with clear thresholds, deputies for absent approvers
and automatic budget checks. Clean master data with mandatory fields prevents correction loops, and
connecting suppliers to confirmation portals shortens the final leg. Cataloguing routine demand
complements these measures.
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Which metrics complement the PO Cycle Time?

Useful complementary metrics are the PO Auto-Confirmation Rate, the share of orders within the target
time, correction loops per order and the Order Lead Time. The Touchless Order Rate also shows the
degree of automation. Together they provide a robust picture of the ordering process.

What is the difference between PO Cycle Time and Order Lead Time?

The PO Cycle Time covers the administrative ordering cycle from raising the order to approval or
confirmation. The Order Lead Time, by contrast, measures the physical delivery time from order
dispatch to goods receipt. Both metrics should be recorded separately, as they address different levers.
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