AMPLIFA PROCUREMENT GLOSSARY

Quality Management in Procurement:
Systematically Securing Supplier Quality

Quality management in procurement encompasses all processes by which buyers ensure that
purchased materials, parts and services permanently meet the agreed requirements. It combines
supplier selection, quality agreements, incoming goods inspection and continuous improvement
into a closed control loop. Anyone who anchors quality at the supplier selection stage avoids costly
rework, stockouts and reputational risks in their own production.

Key facts

* Quality management in procurement begins before the order is placed — with supplier selection,
qualification and unambiguous specifications.

« Key normative references are 1ISO 9001 for the management system and ISO 2859 (sampling
inspection) for incoming goods.

« Typical KPIs are the defect rate (PPM), supplier rating, first article approval and delivery time
variance.

« In practice, experience shows: the costs of poor quality (inspection, scrap, recalls) frequently exceed
the apparent price advantages of a low-cost bidder.

« Concession/deviation approvals and 8D reports are established tools for the structured treatment of
quality problems.

« Digital e-sourcing and regular quarterly business reviews (QBRS) strengthen the quality
development of the supplier base.

Definition: Quality management in procurement

Quality management in procurement is the systematic planning, steering and control of all
procurement-side activities that ensure the quality of purchased products and services. It covers
supplier selection and qualification, the contractual agreement of quality requirements, incoming goods
inspection and joint defect resolution with suppliers. It is thus an integral part of company-wide quality
management and closely interlinked with the procurement strategy.

Distinction from quality inspection

Quality management goes beyond mere incoming goods inspection: it acts preventively on selection,
specification and processes, whereas inspection only records the actual state of a delivery. In practice,
this means that a buyer not only manages inspection efforts but eliminates causes of deviations jointly
with the supplier. Rigid final inspection is no substitute for a qualified supplier base — it is at most the last
safety net.

The buyer's role in the quality cycle

The buyer translates technical requirements into unambiguous functional specifications and
drawings/specifications, agrees inspection agreements and quality supplement agreements (QSV) and
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documents requirements in binding form in the request for quotation. Together with quality management
and engineering, they evaluate suppliers, track defect metrics and initiate improvement measures. In
doing so, they share responsibility for the quality of their own value creation — across the interface down
to lower-tier suppliers.

Positioning within the procurement strategy

Quality criteria feed into supplier selection and the segmentation of the supplier base. Strategic and
performance-critical parts demand a higher quality level and closer support than C-parts, for which a
commodity-group logic with reduced inspection effort is common practice. The procurement strategy
defines which qualification steps, audit depth and inspection frequencies are binding for each supplier
class.

Methods and approach in procurement quality management

The proven control loop is divided into four phases: preventive safeguarding before the order,
contractual anchoring, operational monitoring of ongoing supply and corrective actions in the event of
deviations. Each phase uses established tools from quality engineering and procurement, matched to
the criticality of the material.

Supplier qualification and audit

Before first article production, procurement assesses potential suppliers regarding certifications,
manufacturing processes and capacities — ideally by way of self-disclosure, questionnaires and, for
critical parts, an on-site audit. Certificates such as ISO 9001 or IATF 16949 provide orientation but do
not replace an independent process assessment. In addition, bidder questionnaires during the quotation
phase provide targeted clarification on process capability, the use of measuring equipment and
sub-suppliers.

Quality agreements and specification

Quality supplement agreements govern the scope of inspection, documentation, response times for
complaints and cost liability in the event of defects. Unambiguous drawings, tolerances and gauge
instructions are a prerequisite — ambiguities in the specification are a frequent cause of defects. It is also
important to oblige the supplier to give advance notification of changes to process or material.

First article inspection and ongoing monitoring

Before the start of series production, first article approval takes place (typically following PPAP logic in
the automotive industry), establishing binding equivalence between sample and series. In ongoing
operations, incoming goods inspection according to sampling plans, supplier ratings and regular
quarterly business reviews (QBRs) safeguard process capability. In the event of deviations, a defined
escalation path applies with the 8D report, concession/deviation approval for temporary special releases
and verification of the effectiveness of corrective actions.

Key KPIs for supplier quality

Quiality in procurement can only be steered if it is measurable. The metrics combine technical defect
data with logistical reliability, as both dimensions determine supply security for production. In practice,
certain indicators have become the standard.
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PPM and cost of poor quality

The defect rate in parts per million (PPM) describes how many delivered parts are rejected. Typical
target values frequently lie in the range below 100 to below 1,000 PPM, depending on the industry and
part criticality. In addition, the defect cost ratio is considered: it puts rework, sorting costs and scrap in
relation to the procurement volume and makes quality economically visible to management.

Supplier rating and delivery reliability

The supplier rating aggregates quality, delivery reliability, price behaviour and service into an overall
score per supplier. Delivery time variance is a reliable early indicator here: in practice, fluctuating lead
times often correlate with unstable processes and rising defect rates. Ratings feed back into award
decisions and consolidation levers in future tenders.

Process and complaint metrics

Further metrics common in practice are the first-pass yield rate for first article inspections, complaint
processing lead time, the effectiveness of 8D measures (recurrence rate) and the share of incoming
consignments not inspected owing to qualified suppliers. These figures show whether preventive work is
paying off: as the share of automatically released deliveries rises, inspection costs fall without any loss
of quality.

Risks, controls and collaboration with suppliers

Poor procurement quality rarely appears suddenly — it announces itself through rising deviations,
delivery time variance and deteriorating communication. Risks can be effectively contained if prevention,
control and partnership-based development are combined.

Typical risk areas

Frequent causes of quality problems are unclear specifications, unannounced process changes by the
supplier, insufficient process capability during start-up phases and quality problems at second- or
third-tier sub-supplier level. Price-driven awards without sufficient bid evaluation can also mask losses of
quality. Unclear binding periods and fluctuating minimum order quantities (MOQ) also exacerbate
replacement sourcing in the event of defects.

Control instruments

Proven controls are risk-based inspection depth for incoming goods, process audits at critical suppliers,
the requirement for process capability evidence (Cp/Cpk) for key characteristics and a functioning
whistleblowing system through which employees of sub-suppliers can also report deficiencies. For
regular procurement logistics such as a milk run, consistent inspection routines are advisable, as small
lot sizes make deviations visible at an early stage.

Partnership-based quality development

Sustainable quality arises through collaboration: joint workshops, process support for smaller suppliers
and clear improvement targets in the QBR work better than pure sanctions. At the same time, firmness
is needed — in the event of repeated serious deviations, the option of replacing the supplier belongs in
the risk assessment, combined with risk diversification in the supplier portfolio to strengthen supply
chain resilience.
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Current developments and digitalisation

Quality management in procurement is digitising rapidly: supplier data, inspection results and
complaints are migrating into networked systems, and sustainability requirements are broadening the
concept of quality. Buyers must actively shape these developments in order to maintain responsiveness
and transparency.

Digital e-sourcing and data integration

E-sourcing platforms connect the request for quotation, bid comparison and supplier evaluation, so that
quality data from the ERP flows directly into award decisions. Bidder questionnaires can be conducted
in a standardised and audit-proof manner, and inspection results assigned automatically. Preparing an
e-auction also gains in relevance: before an e-auction, quality criteria must be firmly defined and
anchored as exclusion or evaluation factors so that price competition does not come at the expense of
quality.

Traceability and sustainability

Regulatory requirements such as the Packaging Regulation PPWR or supply chain due diligence
obligations extend quality requirements to cover origin, material conformity and evidence along the
chain. Traceability back to the raw material source is becoming a mandatory criterion in supplier
evaluation for many industries. Customs and security-related certifications such as AEO complete the
picture with reliable process standards in logistics and foreign trade.

Quality across the product life cycle

Quiality requirements change over the product life cycle: during development, first articles and process
capability dominate; in series production, stability and continuous improvement; in run-out and
replacement business, availability and last-time-buy approvals. Procurement should map these phases
on a logic-based basis in order to steer inspection effort and risks appropriately — and to consider
make-or-buy decisions at an early stage when quality requirements can be better controlled in-house.

Typical metrics

Defect rate (PPM): <100 to < 1,000 PPM
typical industry benchmark, depending on part criticality

Delivery reliability (OTIF): > 98%
target value for qualified series suppliers

First-pass yield for first articles: > 95%
indicator of process capability before series production

Complaint processing lead time (8D): < 30 days
usual target window up to effectiveness verification

Delivery time variance: = 3to + 5 days
early indicator of unstable supplier processes

Practical example

A mid-sized mechanical engineering company with several sites faced high rework costs on a
purchased component and massive variance in lead times from the affected supplier. Procurement
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subsequently established a structured quality control loop across the commaodity group.

 Introduction of a risk-based supplier rating combining PPM figures, delivery reliability and complaint
processing lead time, reviewed quarterly in QBRs.

« Agreement of a quality supplement agreement with response times, mandatory 8D reports and
notification obligations for process changes.

* Implementation of a sampling plan in accordance with ISO 2859 for incoming goods, with reduced
inspection depth for suppliers with proven capability.

» Qualification of a second supplier for risk diversification in order to increase supply chain resilience
for the component.

Conclusion

Quality management in procurement is not an add-on to goods receipt but a strategic steering
instrument that starts as early as supplier selection. Anyone who consistently anchors specifications,
quality agreements, metrics and escalation paths reduces failure costs and safeguards the supply of
production. Metrics such as PPM, supplier rating and delivery time variance make quality visible and
award decisions robust. Digital e-sourcing and regulatory requirements raise the bar while at the same
time offering tools for greater transparency. In the end, preventive procurement quality pays off twice
over: through lower inspection costs and more resilient supply chains.

Frequently asked questions

What does quality management in procurement involve?

This includes supplier selection and qualification, contractual quality agreements, first article inspection
approval, incoming goods inspection and the systematic handling of complaints. Supplier ratings and
regular reviews act as supplementary steering instruments. The aim is to prevent defects proactively
rather than merely detect them.

Which KPIs are measured in procurement quality management?

The key metrics are the defect rate in PPM, the supplier rating, the first-pass yield rate for first article
inspections and the complaint processing lead time. Delivery time variance additionally serves as an
early warning indicator of unstable processes. Typical PPM targets frequently lie below 100 to 1,000,
depending on the industry.

How is a new supplier qualified in quality terms?

In practice, qualification starts with a self-disclosure, certificate review and structured bidder
questionnaires, followed by an on-site audit for critical parts. This is followed by first article approval with
binding documentation. Only after successful release is the supplier approved for series orders and then
continuously evaluated.

What is a concession/deviation approval?

A concession/deviation approval permits the temporary use of parts that violate a specification without
impairing their function. It is issued in writing by engineering and quality, applies only to a defined
guantity or period and does not replace a permanent design change. This keeps traceability intact while
bottlenecks are bridged.
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What role does ISO 9001 play in procurement?

ISO 9001 requires the control of externally provided processes and services, including the quality of
purchased products. For buyers this means: defined selection criteria, evaluations and documented
monitoring of suppliers. However, your own certificate does not bind the supplier — their certification
must be verified separately.

How can price pressure be reconciled with quality?

What matters is a holistic bid evaluation that considers quality levels, process capability and total quality
costs rather than just the unit price. Quality criteria should be embedded as binding evaluation factors in
tenders, especially ahead of an e-auction. In the long run, capable suppliers reduce total costs, even if
the entry price is higher.
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