AMPLIFA PROCUREMENT GLOSSARY

Project Procurement: Managing Sourcing for
Capital-Intensive Undertakings

Project procurement refers to the sourcing of materials, plant and services for time-limited, one-off
undertakings such as plant engineering, capacity expansions or major orders. It differs
fundamentally from procurement of recurring demand, as quantities, deadlines and specifications
usually only become fixed as the project progresses. Buyers here often take on the functions of a
project coordinator: they plan requirements, negotiate by package, steer suppliers in line with
schedule and budget and secure acceptance. If this fails, schedule and budget overruns loom that
jeopardise overall project success.

Key facts

* Project procurement covers the one-off and A-item demand of projects and differs methodically from
series procurement.

« Typical characteristics are high order values, long lead times and strong dependence on the
schedule network of the project plan.

« Several disciplines are frequently bundled into packages or lots and awarded via tenders.

» Key risks are schedule delays, specification changes, variation order claims and currency or material
price risks.

» Success is measured on a project basis via schedule adherence, budget compliance and
acceptance rates rather than via classic inventory or stock metrics.

« In practice, buyers work closely with project management, engineering, planning and Controlling in
an integrated project team.

Definition: Project Procurement

Project procurement comprises all procurement activities assigned to a clearly defined, time-limited
undertaking. Typical objects are production plants, tooling builds, special machinery, major orders in
plant engineering or customised order manufacturing.

Distinction from operational demand procurement

While series procurement handles recurring demand according to ordering policy, call-off orders and
framework agreements within procurement, in project procurement each undertaking largely stands on
its own. Quantities and specifications derive from the work breakdown structure, not from a material
planning process. As a result, the focus shifts from transaction efficiency to negotiating strength,
schedule security and risk management. Metrics such as the economic order quantity (EOQ) play
virtually no role, as repeat orders are absent.

* Series procurement: continuous demand, framework contracts, high degree of automation
» Project procurement: one-off demand, lot-based award, strong schedule orientation
« Common ground: principles of compliance, documentation and supplier evaluation apply in both
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worlds

Forms of appearance in industry

Project procurement occurs in several variants: as investment procurement (CAPEX) for plant and
equipment, as order project procurement for customised one-offs or small series, and as erection and
commissioning procurement for assembly, engineering and services. Procurement of third-party
services such as engineering, subcontracted manufacturing or value-added logistics services via 3PL
providers may also be organised on a project basis. Depending on the variant, the focus shifts between
material, capacity and know-how sourcing.

Organisation and interfaces in the project context

Project procurement only works as an integrated component of project management. The buyer is
involved from the kick-off onwards and is responsible for the procurement path within the project plan.

Roles and responsibilities

In practice, the role of the project or procurement manager has become established, defining the
procurement strategy per project and allocating the disciplines to buyers or category teams. The
category charter can here make governance, responsibilities and escalation paths binding per category.
While project management, engineering and planning steer technical specifications and deadlines,
procurement secures market supply, prices and contracts. Controlling monitors budget consumption and
variation order development, quality departments define acceptance criteria and inspection scope.

Requirements determination and scheduling

The basis is work breakdown structure planning with bills of materials, long-lead items and critical
paths. Long procurement lead times for components such as gearboxes, special materials or plant
components must be anchored early in the schedule network. The requirement is often structured into
lots in order to bundle negotiating power while spreading supplier risks. Changes to specifications
require a controlled change process so that price and schedule impacts can be evaluated and
documented as a variation order or deviation approval.

Methods and approach in project procurement

The process typically follows a phase model: strategy, tender, award, implementation and closing. Each
phase has its own tools and decision-making bodies.

Procurement strategy and market engagement

At the outset, the strategy is defined per discipline: in-house production or purchase, package formation,
contract type and risk allocation. A procurement business plan at project level records objectives,
savings potential, budget thresholds and milestones. Supplier selection takes place via structured
tenders with defined bid evaluation stages in which price, schedule adherence, technical competence
and risk are weighted. For strategic partners, preliminary supplier audits can secure proof of supplier
capability before award.

» Make-or-buy analysis per discipline

» Lot and package formation with negotiation objectives

« Award lists, shortlisting and negotiation strategy

» Risk policy: currency hedging, payment terms, warranties
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Contracts, prices and Incoterms

Project contracts govern, alongside price and schedule, in particular change management, liability,
warranty and payment milestones. For long project durations, a price adjustment clause is important in
order to reflect raw material or energy price fluctuations fairly; for metallic components this may be
achieved via a mechanism known as an alloy surcharge or via material surcharge formulas.
International sourcing requires clear delivery terms; Incoterms such as CPT or CIF determine transfer of
risk, transport costs and insurance obligations. For payments abroad or advance financing, the
documentary credit can serve as a payment security instrument.

Implementation, control and acceptance

During the execution phase, the focus is on schedule adherence, quality preparation and progress
monitoring. Delivery call-offs are handled as project-based call-off orders or lot-based purchase orders;
interim and final acceptances follow the agreed acceptance criteria including documentation, inspection
certificates and punch lists. Changes are processed via formal change orders with price and schedule
impact. Only after internal and customer-side acceptance and all releases must warranty and remaining
terms be monitored.

Key KPIs in project procurement

Unlike in series procurement, project-based metrics dominate, depicting schedule, budget and quality
per undertaking. They are usually consolidated in project-based reporting cycles.

Schedule and budget metrics

Central KPIs are the schedule adherence of orders (orders arriving by the agreed delivery date or within
a tolerance window), budget adherence per discipline and the variation order ratio. The latter relates the
value of subsequent changes to the original order value and shows how well specifications and
contracts were designed in the award phase. In addition, order lead times and progress levels of critical
deliveries are tracked.

Quality, process and supplier metrics

Defect and complaint rates as well as the acceptance rate without major punch list items reflect delivery
quality. From a process perspective, the proportion of properly documented purchase orders, the
completeness of supplier master data and adherence to approval processes count. Supplier-related
metrics from series evaluations, such as ABC/XYZ classification cycles, can be used supplementarily,
but in project procurement are often only reliable after completion. Finally, the overall result per project is
documented in lessons learned.

Risks and controls in project procurement

Project procurement is risky because wrong decisions are difficult to correct and have a
disproportionate impact over the course of the project. Structured risk management is therefore
mandatory.

Typical risk areas

The most common risks are delivery delays on critical paths, insolvencies or capacity bottlenecks
among suppliers, unclear specifications with resulting variation orders, and currency, customs and
material price risks. Added to these are quality risks with new suppliers, compliance risks in supply
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chains and single-source dependencies. Technical changes during the term can render already awarded
lots obsolete and generate additional costs.

Controls and safeguarding measures

Countermeasures are above all preventive: early supplier audits, capacity and financial checks,
contractual penalties and incentives, milestone payments tied to progress, as well as guarantees or
documentary credits for advance financing. A consistent ordering policy with approval and four-eyes
principles protects against budget overruns and compliance breaches. For changes, the rule is: every
deviation requires a documented deviation approval with valued price and schedule impacts. Fallback
strategies such as secondary sources or alternative materials are prepared for critical items during
planning.

Current developments in project procurement

Project procurement is being transformed by digitalisation, supply chain dynamics and sustainability
requirements. Buyers today have to plan projects under greater uncertainty than just a few years ago.

Digitalisation and data foundation

Project management and procurement platforms are increasingly converging; purchase orders, changes
and delivery progress are depicted in real time on a project basis. Digital supplier qualification and data
exchange via standard formats shorten award cycles. Price databases and market price indices also
help to formulate price adjustment clauses in a well-founded way. The prerequisite remains
well-maintained supplier master data and a clean lot structure, without which reporting and evaluation
come to nothing.

Resilience and sustainability

Supply disruptions and trade restrictions have raised resilience requirements: multi-sourcing strategies,
regional sourcing and buffers in the schedule network are standard topics again. Sustainability
requirements are increasingly finding their way into project tenders; suppliers with documented SBTi
targets or audited supply chains often receive preference where offers are otherwise equivalent.
Compliance requirements along the supply chain must be contractually anchored; the concrete design
should be legally examined on a case-by-case basis. Award procedures, too, increasingly follow criteria
of CO disclosure and circularity.

Typical metrics

Order schedule adherence: > 95 %
Proportion of on-time deliveries; to be evaluated during the project by discipline and critical path.

Budget adherence: + 5%
Typical tolerance per discipline against the approved project budget.

Variation order ratio: <5-10 %
Change value in relation to order value; high values indicate weak specifications or contracts.

Acceptance rate without major outstanding items: > 90 %
Proportion of deliveries meeting acceptance criteria without major defects.

Order lead time for long-lead items: project-specific
Target—actual comparison against the lead times anchored in the schedule.

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



Practical example

A medium-sized machinery manufacturer is building a new production line and commissions an internal
project team for this purpose, with a dedicated project buyer as sub-project manager. The buyer
structures the overall requirement of around 40 disciplines into five lots, runs a tender with defined bid
evaluation stages and, after negotiations, awards each discipline to two main suppliers and two
secondary suppliers. For the critical plant control system, a supplier audit is carried out before award,
and the contract is equipped with milestone payments and a price adjustment clause.

» Lot formation and strategic award with secondary sources for critical components

« Supplier audits and capacity checks before awarding long-lead items

» Monthly budget and schedule reporting jointly with Controlling and project management
* Formal change management with deviation approval for every specification change

Conclusion

Project procurement is not an extended arm of operational purchasing, but a discipline in its own right
with its own methods, risks and metrics. Success depends crucially on buyers being involved early,
consistently acting according to lot and negotiation logic, and steering schedule, budget and quality as
equally ranked objectives. Clear contracts, controlled change processes and functioning risk
management decide budget and schedule adherence. Those who systematically evaluate lessons
learned measurably improve subsequent projects. Companies that build project procurement as a
distinct competence secure tangible advantages in cost, schedule adherence and supplier quality.

Frequently asked questions

What is project procurement?

Project procurement is the sourcing of materials, plant and services for time-limited, one-off
undertakings such as plant engineering or major orders. It follows the work breakdown structure rather
than a continuous demand planning process. Securing deadlines, staying within budget and negotiating
project-specific contracts are at its core.

How does project procurement differ from series procurement?

Series procurement handles recurring demand via framework agreements, call-off orders and
standardised processes with a focus on efficiency. Project procurement handles one-off demand where
specifications, quantities and deadlines only become fixed as the project progresses. As a result, award
strategy, risk management and project-specific metrics dominate, rather than optimising inventory and
ordering costs.

What are the tasks of a project buyer?

The project buyer determines requirements jointly with project management and engineering, develops
procurement strategies, runs tenders and negotiations and awards lots to suppliers. During
implementation, they steer deadlines, changes and claims and organise acceptance against defined
criteria. In addition, they monitor budget consumption and document results for lessons learned.

Which KPIs are relevant in project procurement?

Key metrics are order schedule adherence, budget per discipline and the variation order ratio, i.e. the
ratio of change value to order value. These are supplemented by order lead times, complaint and
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acceptance rates, and the completeness of documentation. All metrics are evaluated on a project basis
and consolidated in lessons learned.

How can risks in project procurement be reduced?

Key levers are early supplier audits, multi-sourcing strategies for critical items and milestone payments
tied to demonstrable progress. Contractual instruments such as price adjustment clauses, contractual
penalties and, where necessary, documentary credit transactions secure price and payment. A formal
change management process with valued deviations prevents uncontrolled variation order costs.

When is project procurement worthwhile?

Project procurement pays off as soon as an undertaking generates significant one-off demand with its
own budget, schedule and specifications, for example in plant investments or customised major orders.
From a certain order of magnitude — in practice often from mid six-figure order values — a dedicated
project buyer is justified. For small undertakings, project-based coordination within operational
procurement is often sufficient.
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