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Procurement controlling: managing
procurement KPIs, processes and
steering

Procurement controlling refers to the systematic planning, steering and monitoring of all
procurement activities based on key performance indicators, budgets and process records. It
links operational procurement with the financial and strategic objectives of the company. For
buyers and supply chain managers, it is the central instrument for making savings verifiable,
identifying risks at an early stage and continuously evaluating the performance of the supplier
portfolio.
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Key facts at a glance

01 Procurement controlling covers budget monitoring, KPl measurement, spend analyses
and reporting for all procurement activities.

02 Central KPIs are typically the savings rate, spend under management, procurement
margin, delivery reliability and inventory coverage.

03 In practice, it is evident that without clean master data and automatic spend
classification, any procurement controlling remains unreliable.

04  The controlling function distinguishes between negotiated, booked and realised savings
in order to separate verifiable results.

05 Control loops consisting of planning, measurement, variance analysis and initiation of
measures ensure effective steering of procurement.

| Definition: Procurement controlling

Procurement controlling is the cross-functional discipline that plans procurement objectives, measures
their achievement and systematically prepares variances. It translates operational procurement data
into management figures for the leadership team.
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Distinction from pure spend analysis

Data analysis in procurement provides the raw data, for example expenditure broken down by
commodity groups, suppliers or cost centres. Controlling goes beyond this: it sets targets, defines
target KPIs, plans budgets and derives concrete measures from variances. Only the combination of a
data basis and target steering turns figures into a basis for decision-making.

Tasks at a glance

Typical tasks include preparing the procurement budget, ongoing spend monitoring, reporting to
executive management and controlling, evaluating savings projects, and participating in demand
planning and detailed planning of procurement capacity. Added to this are compliance checks and
monitoring of framework agreements.

| Methods and approach in procurement controlling

In practice, a control loop has proven effective: set targets, define metrics, capture data, analyse
variances, initiate measures. The methods range from simple budget comparisons to multi-stage spend
cubes and scenario calculations.

Budget and target planning

It starts with the procurement budget plan, derived from the demand planning of the specialist
departments and the sales plans. Building on this, procurement sets price, volume and savings targets
per commodity group. A clear delegation of authority is important: who may sign which contracts and
approvals, and up to what amount?

Spend analysis and classification

The foundation of any steering is a consistent expenditure basis. Automatic spend classification
assigns purchase order data to commodity groups, suppliers and cost centres, including from
unstructured catalogue and invoice data. In addition, bidder information from tenders provides market
prices against which realised savings can be measured.

Variance analysis and reporting

Regularly — often monthly or quarterly — controlling compares actual spend, prices and volumes with
planned values. The key drivers are quantity, price and currency effects; currency risk in procurement
and hedging measures such as forwards and swaps are incorporated into the analysis. Reporting is
directed at operational staff or management depending on the target audience.

| Key KPIs in procurement controlling

KPIs make procurement performance comparable. In practice, a set of five to ten KPIs measured
regularly and defined uniformly has proven effective.
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Financial KPIs

The procurement margin sets savings in relation to total spend. A clean separation of negotiated
(booked but not yet recognised) and actually realised savings is important — a frequent point of
contention with financial accounting. Payment terms such as 2/10 net are also monitored, as they affect
liquidity and cash discounts.

Supplier and process KPIs

Delivery reliability, purchase order cycle time, share of maverick buying, price deviation from the
framework agreement and the share of spend under management show how well procurement steers
processes and suppliers. In addition, forecast errors from demand planning provide indications of
planning quality and dynamic safety stock.

| Risks and controls in procurement controlling

Procurement controlling is also risk management: it uncovers price risks, supplier failures, compliance
breaches and data errors before they become expensive.

Supplier and price risks

Regular supplier credit checks and continuous monitoring of metrics such as delivery performance
reduce the risk of supply failures, especially in single-sourcing situations. Price risks from commaodity or
exchange rate fluctuations are made visible through currency management, freight cost management
and a transparent freight cost breakdown; freight surcharges and DAP delivery terms belong in the cost
analysis.

Compliance and data control

Controls ensure that purchase orders run through approved processes and that cancellations (order
cancellation) are documented. Data control — i.e. correct master data, duplicate orders and price
differences — is a prerequisite for reliable reporting. Contract clauses such as limitation of liability are
reviewed for validity and compliance.

| Controlling in operational procurement

In addition to the strategic level, procurement controlling has a direct impact on day-to-day business: it
checks whether operational parameters such as inventories, capacities and tender processes are on
plan.

Inventories and capacities

Monitoring dynamic safety stock and inventory coverage links controlling with logistics. In the event of
capacity bottlenecks, detailed planning of procurement capacity supports timely stockpiling or
reallocation to alternative suppliers.
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Process and supplier steering

Tenders are steered through bidder information and structured evaluation procedures; a supplier
feasibility review checks before contract award whether a new supplier can meet the requirements
technically and logistically. For special transports, dangerous goods management and the 3PL
providers used are included in the cost and risk assessment.

| Current developments: digitalisation in procurement controlling

Digitalisation is fundamentally changing procurement controlling: data is generated automatically,
analyses run in real time, and reporting shifts from data preparation to interpretation.

Automation and data analysis

Automatic spend classification, interfaces to ERP and financial accounting, and dashboards
significantly reduce manual effort. Modern data analysis in procurement detects anomalies such as
price drift or unusual ordering patterns at an early stage and relies on robust data control.

Forecast quality and early risk detection

Improved forecasting models reduce forecast errors and thus overstock and shortages. Supplier risks
are increasingly monitored continuously rather than checked on a one-off basis; tools such as credit
data (e.g. linked via the D-U-N-S Number) and risk scoring are incorporated into regular supplier
evaluations. Legal and tax aspects — such as customs or tax treatment in international procurement —
should be examined with the relevant authorities on a case-by-case basis.

| Typical metrics

Metric Typical value

Savings rate typically 2-5 % p. a. on addressable spend
only realised savings against a defined baseline count

Spend under Management often > 80 %
share of expenditure volume under active procurement control

Supplier delivery reliability >95 %
items delivered on time and in the agreed quantity

Purchase order cycle time typically 3—10 days
from demand to purchase order for standard materials

Share of maverick buying <5%
share of expenditure made outside regulated procurement processes
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| Practical example

A medium-sized mechanical engineering company with an annual procurement volume of around 120
million euros introduced procurement controlling after savings could previously not be verifiably
attributed. First, master data was cleansed and automatic spend classification was set up; the team
then defined twelve KPls and monthly variance reports.

e |Introduction of a spend cube by commodity group, supplier and cost centre as a uniform data basis
e Separation of negotiated and realised savings together with the finance department
e Quarterly supplier credit checks and risk assessment of critical single-sourcing items

e Integration of freight cost breakdowns and payment terms (including 2/10 net) into KPI reports

| Conclusion

Procurement controlling turns procurement data into steerable management figures and makes the
performance of procurement measurable. It links the budget, KPI and risk perspectives with operational
processes such as demand planning, tendering and supplier evaluation. Clean data, uniform KPI
definitions and a functioning control loop of measurement and action are decisive. Anyone who lays
these foundations can provide reliable evidence of savings and address risks at an early stage. This
transforms procurement from a mere purchaser into a steered value driver for the entire company.

| Frequently asked questions

? What is procurement controlling?

Procurement controlling is the systematic planning, steering and monitoring of all procurement
activities based on budgets and key performance indicators. It covers spend analyses, evidence of
savings, supplier and process metrics, and reporting to management. The aim is to make
procurement decisions on a data-driven basis and to make results verifiable.

? Which KPIs are common in procurement controlling?

Typical KPIs include the savings rate, procurement margin, spend under management, supplier
delivery reliability, purchase order cycle time and inventory coverage. In addition, price deviations
from framework agreements, the share of maverick buying and forecast errors are monitored. It is
important to define each metric uniformly and measure it regularly.

? What is the difference between negotiated and realised savings?
Negotiated savings arise from changes to terms and conditions or tender results, but have not yet
flowed through into purchase orders and invoices. Realised savings measure the actual difference
in expenditure compared with a baseline over time. Only realised savings are reliable for financial
controlling, which is why clean baselines and clear demarcations are crucial.
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7 What data does effective procurement controlling need?

The foundation is consistent master data on suppliers, materials and cost centres, together with
complete purchase order and invoice data. Automatic spend classification assigns this data to
commodity groups and makes expenditure comparable. In addition, bidder information from tenders
and contract data provide market prices as a reference.

? How often should procurement controlling take place?

In practice, monthly operational reviews and quarterly strategic reports have proven effective.
Operational KPIs such as delivery reliability or inventory coverage are reviewed more frequently,
while strategic topics such as the supplier portfolio or savings targets are addressed quarterly.
During strong market fluctuations, for example commaodity or currency risks, shorter cycles are
advisable.

Find the right suppliers on Amplifa

Verified industrial suppliers in Germany, Austria and Switzerland. Describe your requirement and
receive comparable offers.
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