
PROCUREMENT GLOSSARY

Supplier Integration: Systematically
Involving Suppliers in Processes
and Systems
Supplier integration refers to the systematic involvement of suppliers in a company's planning,

procurement and value creation processes – both operationally and strategically. It covers

technical connectivity, coordinated processes and contractual arrangements up to joint

development. The goals are shorter lead times, higher delivery reliability and lower process

costs along the entire supply chain.
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Key facts at a glance

01 Supplier integration connects suppliers directly to the buyer's planning, ordering and

logistics via systems and processes.

02 Typical components are EDI/portal connectivity, Advance Shipping Notice (ASN),

shared forecasts and joint disciplines such as On-Time In Full (OTIF).

03 The degree of integration should match the supplier strategy: not every supplier needs

deep integration.

04 Benefits typically show in shorter delivery times, fewer urgent orders and falling

transaction costs.

05 Legal obligations such as the German Supply Chain Due Diligence Act increase the

need for transparent supplier relationships.

06 Integration is a process: piloting, rollout and continuous improvement replace the

one-off connection.

Definition: supplier integration

Supplier integration is the deliberate connection of suppliers to the internal processes, systems and

decisions of the buying company. It goes beyond mere order processing and includes forecast

exchange, logistics coordination, quality management and, in part, product development.
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Distinction from supplier retention

Integration describes the operational and technical interconnection, whereas supplier retention refers to

the long-term, partnership-oriented alignment of the relationship. The two complement each other: a

supplier strategy defines which suppliers are prioritised; integration implements this prioritisation

technically and in terms of processes. A supplier can be integrated without being strategically favoured

– for example, a C-parts distributor with automated purchase requisition.

Levels of integration

In practice, three levels can be distinguished: informational integration (data and information

exchange), process integration (coordinated workflows from enquiry to invoice) and the development

level of integration (early supplier involvement in design and industrialisation). Effort increases with

each level, as does the added value. Mid-sized companies often start at the informational level via

supplier portals.

Methods and approach of supplier integration

Successful integration follows a structured approach: selection of suppliers, definition of the scope of

integration, technical connectivity and ongoing management. It is important to link the degree of

integration to supplier strategy and material class rather than connecting all suppliers indiscriminately.

Supplier selection and pre-qualification

The basis is a thorough suitability assessment or pre-qualification: financial stability, quality capability,

capacities and compliance are evaluated before integration. Only those who are suitable in the long

term justify building interfaces. In addition, an outsourcing potential analysis provides indications of

which services should be procured externally at all and how deeply each supplier should be integrated.

Technical connectivity: EDI, portals, ASN

Informational integration typically takes place via EDI formats such as EDIFACT or XML, supplier

portals or simpler e-mail workflows for C-suppliers. The central component is the Advance Shipping

Notice (ASN): the supplier announces every delivery electronically, including quantities, batch number

and packaging data. This enables automated goods receipt, simplified traceability and faster invoice

matching. In practice, it has proven worthwhile to offer graduated connection levels so that smaller

suppliers can also participate.

Process integration: planning and logistics

On the process side, demand forecasts are shared, call-offs and delivery date commitments are

coordinated and logistics rules are agreed – for example Incoterms DAP, packaging requirements or

delivery time windows. Guided-buying rules automatically route purchase requisitions from employees

to integrated contractual suppliers, thereby reducing maverick buying. For escalations, such as supplier

failures, emergency management with defined contact persons and re-procurement paths is part of the

integration.
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Key KPIs for managing integration

Supplier integration can be measured. Key metrics are delivery reliability, inventory impact, process

costs and data quality. Without a few meaningful KPIs, integration remains a well-behaved statement of

intent.

Delivery reliability and dependability

On-Time In Full (OTIF) is the key metric: it combines delivery date and quantity reliability in a single

figure. In practice, values above 95 to 98 per cent are considered the target level for integrated

A-suppliers. In addition, arrival deviation from the time window and the quality of ASN data are

measured, as faulty advance notifications block goods receipt.

Process costs and inventory impact

Integrated processes typically reduce manual effort per order and increase the share of automatically

reconciled invoices. On the inventory side, reliable delivery date commitments have a direct impact on

planning parameters: safety stocks can be reduced when OTIF is high. The urgent order rate is also a

good indicator – if it falls, integrated planning is working.

Risks, controls and legal framework

Deeper integration creates dependencies and expands the compliance perimeter. Risks can be limited

through clear contractual arrangements, control mechanisms and deliberate supplier selection.

Dependency and supplier failure

The closer the interconnection, the more expensive a supplier change becomes. Countermeasures

include alternative sources of supply, agreed transition periods and documented interfaces, so that

knowledge does not reside solely with the supplier. Order cancellation arrangements and termination

rights belong in framework agreements, as do price escalation clauses for longer terms and volatile raw

material prices.

Compliance and due diligence

Laws such as the German Supply Chain Due Diligence Act require affected companies to carry out risk

management in the supply chain. Integration helps here twice: it provides data on suppliers, sites and

processes and makes audits more practicable. In addition, evidence of reliable customs and security

standards is becoming increasingly relevant, such as AEO (Authorised Economic Operator) status.

Legal details must be assessed on a case-by-case basis.

Data protection and data security

Integrated systems exchange sensitive material such as prices, forecasts and design data. Access

rights on a need-to-know basis, clear rules on forwarding to subcontractors and technical safeguarding

of the interfaces are necessary. The use of supplier data for analyses should also be governed
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contractually.

Current developments: digitalisation, sustainability and
collaboration

Supplier integration is evolving from pure data connectivity to genuine collaboration. Cloud portals,

AI-supported planning and sustainability requirements are shaping the agenda.

E-sourcing and digital marketplaces

E-sourcing platforms and B2B marketplaces shorten the path to integration: enquiries, comparisons

and awards run digitally, followed by operational connectivity. For new parts, a proof-of-concept

procurement enables the trialling of new suppliers without long-term commitment. Marketplaces thus

offer a pragmatic entry into broader supplier networks, especially for smaller procurement departments.

Sustainability and transparency

Sustainability requirements are migrating into procurement – for example, requirements on recycled

content or substance restrictions. A sustainable product category such as packaging illustrates this:

material cycles, return systems and documentation are coordinated with the supplier. Integration

provides the necessary transparency on origin and process data down to lower tiers, supported by 3PL

providers who supply transport and emissions data.

Early supplier involvement and innovation

Strategic suppliers are increasingly involved early in development projects – from idea screening

through promotion planning for new product ranges to production planning. This is structured through

an innovation funnel: supplier ideas pass through defined selection stages up to series introduction.

The prerequisites are trust and fair handling of intellectual property, secured contractually.

Typical metrics

Metric Typical value

On-Time In Full (OTIF) > 95 %

Key metric for delivery date and quantity reliability of integrated

A-suppliers

ASN data quality > 98 %

Proportion of error-free advance shipping notifications; influences

goods receipt automation

Share of automated orders > 80 %

Proportion of orders without manual processing for integrated

suppliers
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Urgent order rate < 5 %

A falling rate shows effective integrated planning

Practical example

A mid-sized mechanical engineering company with around 400 active suppliers suffered from

unreliable deliveries and high manual effort in goods receipt. The company connected its 25 strategic

A-suppliers via EDI and introduced an ASN obligation including batch numbers. Demands were shared

as rolling forecasts, and delivery date commitments were continuously reconciled against plans by the

system. Smaller suppliers were connected via a supplier portal, while C-parts were routed through

guided-buying rules to framework agreements. Within one year – the typical order of magnitude for

comparable projects – the urgent order rate fell significantly and the OTIF figures of the integrated

suppliers remained stable above 95 per cent.

Graduated integration levels: EDI for A-suppliers, portal for B, catalogue connection for C

ASN obligation with batch number for traceability and fast goods receipt

Forecast sharing and binding delivery date commitments reconciled weekly

Emergency management with escalated alternative sources and defined contact persons

Conclusion

Supplier integration firmly connects suppliers to the planning, ordering, logistics and development of

the buying company. It reduces transaction costs, improves delivery reliability and creates the data

basis for compliance and sustainability requirements. What matters is the fit with the supplier portfolio:

deep integration pays off for strategic partners, standardised approaches suffice for C-suppliers.

Companies should start with pilot suppliers, consistently measure metrics such as OTIF and document

interfaces. Those who understand integration as an ongoing process rather than a one-off project

secure supply and competitiveness in the long term.

Frequently asked questions

? What does supplier integration mean?

Supplier integration is the systematic involvement of suppliers in a company's processes and

systems – from purchase requisition through planning and logistics to joint development. It covers

technical connectivity (EDI, portals, ASN) and coordinated workflows. The goals are shorter lead

times, higher on-time delivery performance and lower costs.

? Which suppliers should be integrated?

Typically, deep integration pays off for A-suppliers with high procurement volumes, critical materials

or long lead times. C-suppliers, by contrast, are usually connected only via catalogues or

guided-buying rules. The decision should be derived from the supplier strategy and a classification
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of product categories.

? What benefits does supplier integration bring?

In practice, companies see faster ordering and delivery processes, fewer urgent orders and lower

safety stocks thanks to reliable delivery date commitments. Automated reconciliation significantly

reduces manual effort per order. In addition, the data basis for quality, risk and sustainability

management improves.

? What is an Advance Shipping Notice (ASN)?

The Advance Shipping Notice is an electronic advance shipping notification with which the supplier

announces the content, quantity and additional data of a consignment such as batch number or

packaging. Goods receipt can be prepared accordingly, and three-way matching between order,

delivery and invoice runs largely automatically. The ASN is a core building block of operational

supplier integration.

? What role does the German Supply Chain Due Diligence Act

(Lieferkettensorgfaltspflichtengesetz) play in integration?

The German Supply Chain Due Diligence Act obliges affected companies to carry out risk

management and due diligence checks in their supply chains. Integrated supplier relationships

provide the necessary data and communication channels. The specific obligations depend on

company size and constellation and must be legally assessed on a case-by-case basis.

? How do you start a supplier integration project?

A proven approach is a pilot with a few strategically important suppliers: suitability assessment,

clear target definition, connection via EDI or portal and joint KPI agreements. After a successful

pilot, the rollout follows by product category. Documented interfaces, clear responsibilities and

regular evaluation of results are essential.

Find the right suppliers on Amplifa

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

receive comparable offers.

amplifa-marketplace.ai
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