AMPLIFA PROCUREMENT GLOSSARY

Supplier Award: Strategic Recognition of
High-Performing Suppliers

The Supplier Award is a structured recognition with which companies honour outstanding supplier
performance over a defined period. It consolidates measurable assessment criteria such as quality,
delivery reliability and cost efficiency into a holistic supplier rating, making the company's own
supplier landscape visible and comparable. For strategic procurement, the Supplier Award is
therefore more than a symbolic gesture: it strengthens partnerships, promotes continuous
improvement and creates a shared data basis for the annual supplier review meeting. In the B2B
environment, the Award has become established as a component of modern supplier evaluation
and strategic procurement strategy.

Key facts

« A Supplier Award recognises suppliers according to previously defined, measurable assessment
criteria, typically over a financial year.

+ Common assessment areas are quality (e.g. PPM rates), delivery reliability (OTIF), cost
development, service, innovation and sustainability.

* The Award is usually granted in tiers, such as Platinum, Gold, Silver or “Preferred Supplier” status.

« Good data quality from ERP, quality management and procurement controlling is a prerequisite for a
fair award.

* The Supplier Award complements the annual supplier review meeting and strengthens long-term
supplier relationships.

* Legally, it should be noted that awards must not be misused as anti-competitive preferential
treatment or as misleading advertising by the supplier.

Definition: Supplier Award

A Supplier Award is a formal recognition granted by a company to suppliers who meet or exceed
defined performance standards over a fixed assessment period. It is generally based on a systematic
supplier evaluation process with quantitative and qualitative assessment criteria. The Award also serves
as a steering instrument: it motivates suppliers to improve and signals to the company's own
procurement which partners should be strategically promoted.

Distinction from pure supplier evaluation

Supplier evaluation is a continuous rating of all suppliers, usually updated quarterly, using grades or
score values. The Supplier Award builds on this evaluation but has an additional function: it creates a
publicly effective or procedurally visible culmination and links the evaluation to benefits such as volume
reallocation, earlier project involvement or additional business. While the evaluation is a mandatory
instrument of procurement controlling, the Award is a voluntary recognition with strategic impact.
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Typical Award tiers and forms

In practice, tiered concepts have become established, e.g. Platinum for top suppliers, Gold and Silver for
criteria met or nearly met, and “Preferred Supplier” status. The recognition is frequently conferred by
certificate, trophy, logo usage rights or as part of a Supplier Day. Many companies combine the overall
win with special categories such as Innovation Award, Sustainability Award or Quality Award in order to
honour specialists with a narrow performance spectrum as well.

Methods and approach to granting the Award

A robust Supplier Award requires a clear rulebook communicated in advance: who is assessed, using
which assessment criteria, in which weightings and over which period? Traceability is important —
suppliers should know their score development and be able to respond with improvements.

Defining the assessment criteria

Assessment criteria are weighted according to industry and procurement strategy. Typical components
are delivery quality (PPM, complaint rate), delivery reliability (OTIF, delivery reliability rate), cost and
pricing behaviour (e.g. price adjustment clauses, cost reduction proposals), service and response times,
innovative and technological capability, and sustainability aspects. In technical procurement, material
compliance, depth of documentation and flexibility in short-notice order releases also play a major role.

Data basis and process

The basis is usually system data from ERP, quality management in procurement and procurement
reporting: incoming goods quality, open and late purchase orders, price variances and complaints.
These are supplemented by qualitative elements from the annual supplier review meeting, such as
project behaviour at design freeze or support in completing the supplier self-assessment. An annual
cycle is recommended: data collection, plausibility checks, approval by a small Award jury drawn from
procurement, quality and logistics, followed by communication to the recognised suppliers.

Integration into the supplier pool

The Award should not stand in isolation but should be linked to supplier classification. Recognised
suppliers often receive preferential nomination in new tenders, earlier involvement in proof of concept
procurement or greater planning certainty in demand determination. Conversely: suppliers below the
thresholds are placed under observation; here, a supplier switch or a joint improvement agreement may
follow.

Key KPIs for the Supplier Award

Without reliable metrics, the Award loses its credibility. Core metrics typically come from day-to-day
operational business and procurement controlling. A procurement competency matrix helps to
additionally assess technical and project-related supplier capabilities.

Quality and delivery reliability

Quality is frequently measured using the parts-per-million rate (PPM) and the complaint rate; in practice,
values below 100 PPM for series production suppliers are considered a good level. Delivery reliability is
usually represented as OTIF (On Time In Full), often with target values of over 95 to 98 per cent.
Additionally relevant are shortages, replacement deliveries and adherence to delivery dates for sample
parts.
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Cost, service and sustainability

Cost criteria include price level in market comparison, cost reduction proposals and behaviour regarding
price adjustment clauses. Service criteria include response times, flexibility in responding to short-notice
enquiries and support in the event of complaints. Sustainability is increasingly assessed via the supplier
self-assessment, certificates or the Product Carbon Footprint (PCF) of delivered parts — especially
where the Award includes a sustainability category.

Communicating the metrics

Suppliers should receive their own metrics transparently, ideally as a scorecard with trend display. This
creates fair competition for the Award and makes improvement potential objectively discussable.
Unclear or manually captured data quickly lead to disputes; here, clean parameter maintenance (MRP)
and automated data capture pay off.

Risks and controls in the Supplier Award

The Supplier Award offers considerable opportunities but also pitfalls: subjectively granted awards, lack
of consequences, unfair comparisons between suppliers with completely different scopes of
performance. Clear control mechanisms and sound governance are therefore crucial.

Ensuring fair comparisons

A supplier with the smallest volumes should not be compared directly with a series production supplier
with volumes in the millions. In practice, comparison groups are therefore formed, for example by
product group, volume class or supply type. Also important: criteria that the supplier cannot influence
themselves (e.g. the buyer's own forecast errors) should either be reported separately or excluded from
the assessment. Otherwise there is a risk of a distorted motivational effect.

Compliance and legal matters

The Award must not be interpretable as a reward for anti-competitive behaviour or as a concealed quid
pro quo. Formal approval of the rulebook via a delegation of authority and, where appropriate, a legal
review is recommended — particularly with logo usage rights or public communication. Data protection
and confidentiality are also relevant when benchmark data are shared with several suppliers. These
notes do not replace a legal review in individual cases.

Securing lasting impact

An Award, once granted, is wasted if no consequences follow. Linking to the share of business is
important: recognised suppliers receive preferential assignments on new projects or tenders;
persistently weak suppliers, by contrast, are examined for supplier switching or receive prompting
improvement measures. Suppliers who have fallen short can analyse causes together using an Ishikawa
diagram and demonstrate within a defined time window that the weaknesses have been remedied.

Current developments: sustainability, digitalisation, resilience

The Supplier Award is changing in line with the demands placed on modern supply chains.
Sustainability, resilience and digital transparency are moving more strongly into the focus of assessment
criteria — and thus also into the Award categories.
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Sustainability as a criterion in its own right

Many procurement organisations extend their supplier evaluation to include ESG criteria: supplier
self-assessments, certificates, PCF data and material compliance evidence flow into the rating. The
Supplier Award responds to this with its own sustainability categories. What is important here is that the
requirements are measurable and achievable for the supplier — otherwise the result is mere form-filling
competence with no genuine impact.

Digitalisation and automation

Digital supplier portals and automated scorecards significantly reduce the manual effort. Data from
goods receipt, complaint management and order proposal systems flow directly into the assessment.
Some companies link the Award to a continuous community: suppliers can see their metrics at all times
and actively drive improvements via a dashboard — the Award then becomes the natural result of an
ongoing process.

Resilience and risk topics

Supply chain crises have shown that flexibility and security of supply matter. Criteria such as protection
against supply bottlenecks, dual sourcing, transparent own upstream supply chains and speed of
response to disruptions are therefore gaining weight. Topics such as netting arrangements between
intra-group suppliers or a clean Incoterms risk transfer with international suppliers are also increasingly
being assessed as signals of capability. Any supplier showing weaknesses here risks, despite good
quality, no longer finishing at the front in the next Award cycle.

Typical metrics

OTIF (On Time In Full): > 95 %
Common threshold in practice for Award qualification; top suppliers frequently exceed 98 %.

PPM rate: <100 PPM
Typical benchmark for series production suppliers; depending on the industry, sometimes considerably stricter.

Delivery reliability rate: > 98 %
Complements OTIF; measures on-time delivery irrespective of completeness.

Complaint rate: <1 %
Practical benchmark for quality assessment as part of the Award.

Practical example

A medium-sized mechanical engineering company with around 450 active suppliers introduced an
annual Supplier Award. Previously, there had only been an internal grading system that was barely
noticed by suppliers. The project team comprising procurement, quality and logistics defined six
categories with fixed weightings: quality (30 %), delivery reliability (25 %), cost efficiency (15 %), service
and flexibility (15 %), innovation (10 %), sustainability (5 %). Comparison groups were formed by volume
class so that small suppliers could compete fairly with larger partners. After the first cycle, three
suppliers received the Platinum Award and eight more received Gold.

« Automated scorecard from ERP and quality data instead of manual Excel maintenance, fed by,
among other things, goods receipt, complaints and purchase order release.

* Rulebook communicated in advance with thresholds and transparent assessment criteria, including
information on supplier self-assessment and sustainability requirements.
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+ Linking the Award results to the annual supplier review meeting and to awarding behaviour in new
projects and tenders.

« After the first cycle, a joint root cause analysis using an Ishikawa diagram with the weakest suppliers
instead of an immediate supplier switch.

Conclusion

The Supplier Award is a powerful instrument for making supplier performance visible, strengthening
partnerships and actively developing the company's own supplier pool. It only works if the assessment
criteria are clear, measurable and communicated in advance, and if the data basis from ERP, quality
management and procurement controlling is reliable. Consistency is crucial: awards must be linked to
business benefits, and weaknesses to clearly agreed improvement measures. This turns the Award from
a symbolic act into a genuine steering instrument of procurement strategy. Anyone who implements it
properly creates fair competition for the best supplier performance — and in the long term more stable,
higher-performing supplier relationships.

Frequently asked questions

What is a Supplier Award?

A Supplier Award is a formal recognition that a company grants to suppliers who meet defined
performance criteria over a defined period. Typical assessment areas are quality, delivery reliability, cost,
service, innovation and sustainability. It is usually based on a systematic supplier evaluation process

and is often awarded in tiers such as Platinum, Gold or Silver.

According to which criteria is a Supplier Award granted?

Common quantitative metrics include PPM rate, OTIF (On Time In Full), complaint rate and price level,
supplemented by qualitative factors such as responsiveness, innovative capability and sustainability. The
weighting is defined according to industry and procurement strategy and communicated to the supplier
in advance. It is important that all criteria can be influenced by the supplier themselves.

What benefits does a Supplier Award offer buyers and suppliers?

For buyers, the Award creates transparency across the supplier base and links supplier evaluation to
concrete award decisions. Suppliers receive sound feedback, gain visibility of their strengths and
weaknesses, and have the opportunity of preferred order placement and earlier involvement in projects.
Both sides benefit from a structured basis for the annual supplier review meeting.

How often is a Supplier Award granted?

In practice, an annual cycle has become established, usually at the end of the financial year. Data is
collected continuously, with the formal presentation as the highlight — often as part of a Supplier Day or
a personal meeting. Some companies supplement this with special awards for individual projects or
categories.

Are there legal risks associated with the Supplier Award?

The Award must not be interpretable as a concealed quid pro quo or a reward for anti-competitive
behaviour. Where logo usage rights, public communication or data sharing between suppliers are
involved, confidentiality, data protection and, where applicable, competition law aspects should be
reviewed. The statements in this article do not replace a legal review in individual cases — if in doubt,
legal advice should be sought.
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How does the Supplier Award differ from Preferred Supplier status?

Preferred Supplier status is a continuous classification within the supplier pool and is usually
accompanied by concrete benefits such as preferential nomination in tenders or a higher share of
volume. The Supplier Award, by contrast, is a time-limited, formally granted recognition, frequently
based on the results of supplier evaluation. The two instruments complement each other: the Award
honours top performance, while the status governs the ongoing share of business.
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