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Supplier Performance Evaluation:
Systematically Measuring and
Steering Suppliers

Supplier performance evaluation (also known as supplier performance evaluation or vendor
rating) is the systematic measurement, assessment and steering of supplier performance
against defined criteria. It provides buyers and supply chain managers with a fact-based basis
for supplier selection, development and de-selection. In practice, it combines quality, logistics,
cost and service indicators into a holistic picture of the supplier.
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Key facts at a glance
01 Supplier performance evaluation typically measures quality, delivery reliability, cost,
service and, increasingly, sustainability.

02 A scorecard or point system is often used that classifies suppliers into grades (e.g. A to
D).
03 Evaluation cycles are commonly monthly to quarterly in practice, and in some cases

continuous for critical suppliers.

04 Results feed into supplier audits, framework agreements, award decisions and
development measures.

05 Legally, the evaluation should be contractually agreed, for example via an escalation
clause or indicators in an annex.

06  Without reliable master data and clear responsibilities, such as a defined data owner,
evaluations quickly lose their meaningfulness.

| Definition: supplier performance evaluation

Supplier performance evaluation is a systematic process by which companies assess the performance
of their suppliers against criteria defined in advance. It converts delivery data, quality reports and
service information into comparable indicator values.
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Distinction from supplier selection

The evaluation relates to existing suppliers and measures their actual performance over time. Supplier
selection, by contrast, assesses potential suppliers before the first order, often via a qualification check,
a document review and initial sampling (EMPB). However, the two processes interlock: the results of
the ongoing evaluation typically feed back into selection decisions and award quotas, so that good
suppliers receive more volume and weak suppliers are placed under observation.

Purpose and benefits in procurement

For buyers, the evaluation serves as an objective steering tool: it creates transparency about actual
performance, reduces subjective assessments in schedule disputes and provides arguments for price
negotiations. In quality management, the results support root cause analysis and 8D report tracking for
repeat defects. For supplier strategy — for example as part of an ABC analysis of the supplier structure
— the evaluation shows which partners should be developed and which should be replaced.

Legal and contractual classification

Evaluations only have binding effect if the metrics and consequences are contractually agreed. In
practice, evaluation criteria, measurement methods and escalation levels are often set out in general
terms and conditions of purchase or in annexes to the framework agreement. Instruments such as an
escalation clause or a withholding in the event of missed targets can be linked to evaluation results.
The specific legal admissibility of such linkages should be checked on a case-by-case basis.

| Methods and approach of supplier performance evaluation

A robust evaluation process consists of criterion definition, data collection, weighting, scorecard
formation and consequence management. What matters is less the methodological elegance than the
consistency with which results are actually used.

Criteria and weighting

Common criteria blocks are quality (e.g. scrap and complaint rates), delivery logistics (OTIF, inventory
coverage, commitment reliability), cost (price development, total cost of ownership), service (response
times, project support) and, increasingly, sustainability criteria such as an ESG risk rating. The
weighting should match the strategy: a single-sourcing supplier for critical material needs a different
evaluation profile than a contract manufacturer in a competitive standard market. Weightings such as
40 per cent quality, 30 per cent delivery reliability, 20 per cent cost and 10 per cent service are
frequently used — as a guideline, not a rule.

Scorecard models and grading

In practice, point systems have become established in which each criterion is assigned a target value
and a scale; the sum yields the overall score. Grades are derived from this, typically A (preferred) to D
(critical). Grades drive consequences: A-suppliers receive early involvement in new projects,
B-suppliers are handled standardised, C-suppliers receive improvement tasks with deadlines, and
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D-suppliers are subject to award stop or exit planning. Alternatively, procurement-law-oriented
procedures such as tendering processes reflect evaluation criteria as award components.

Data basis and responsibilities

An evaluation is only as good as its data: goods receipt data, inspection results, complaint data and
order dates must be current, complete and consistent. A defined data owner per data field and a
regular data quality report prevent evaluation lists from being based on orphaned or duplicated master
data. The measurement should be automated from ERP or quality systems; manual entries are only
sensible for service and project criteria that can hardly be automated.

| Key KPIs of supplier evaluation

The selection of indicators should remain small, measurable and operational. KPls that can be
generated automatically from system data and have a direct influence on the collaboration have proven
effective.

Quality indicators

Key figures are the delivery lot quality rate (proportion of defect-free deliveries), the complaint rate
(complaints per delivery line item), the initial sample approval rate for new parts and the effectiveness
of 8D report processing, measured by adherence to deadlines and evidence of effectiveness. In
practice, good values for the delivery lot quality rate are often above 98 per cent. For series suppliers,
process stability is also relevant, recognisable from recurring defect patterns — here, coupling with
regular supplier audits helps.

Logistics and schedule indicators

The central metric is delivery reliability (OTIF), defined as the proportion of punctual and complete
deliveries measured against the promised date or — in the case of the JIT concept — the confirmation
date. In addition, commitment reliability on confirmation requests, over- and under-deliveries and the
inventory coverage caused by the supplier within the company are assessed. In the expediting
environment, cycle counting on critical items provides insight into whether supplier bookings and actual
stock are diverging.

Cost and cooperation indicators

Cost criteria include price adherence to the framework agreement, cost reduction contributions, for
example through design-to-value proposals, and adherence to deadlines for quotation submissions.
Service criteria capture response times, communication arrangements, capacity transparency and
commitment in joint projects. Cooperation indicators are harder to automate and are often collected
through structured assessments by the departments involved — engineering, quality management,
logistics.
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| Risks and controls in supplier evaluation

Evaluation systems only generate value if they are accepted, correctly interpreted and consistently
applied. Typical sources of error lie in data quality, over-steering and a lack of consequences.

Typical weaknesses of the data basis

Common problems are incomplete master data, inconsistent measurement logic between sites and
manual maintenance with delays. A data quality score per supplier or data area can reveal how reliable
the evaluation actually is. High data quality should take priority over high criterion density: five cleanly
measured KPIs are more useful than twenty estimated ones. In addition, the evaluation should
document in a data catalogue which fields come from which sources.

Steering consequences instead of compiling lists

An evaluation without consequences becomes a box-ticking exercise. A clear process has proven
effective: identify the deviation, hold a supplier meeting, agree an improvement measure with a
deadline, verify the effect, escalate in case of repetition. For C- and D-suppliers, procurement can
reduce award quotas, intensify audits or qualify new sources through a structured tendering process.
Caution is required for critical single sources: short-term punishment can jeopardise supply if
alternatives are lacking or the in-house production depth offers no fallback option.

Supplier-side acceptance

Suppliers only accept evaluations if criteria, measurement methods and deadlines are transparent. In
practice, it has proven effective to actively share scorecards quarterly, jointly identify improvement
potential and acknowledge successes. Formal possibilities to object to incorrect data measurements
should be provided. Otherwise, the impression arises of a one-sided control instrument that hinders
cooperation rather than promoting it.

| Current developments: digitalisation and sustainability

Supplier evaluation is increasingly shifting from quarterly spreadsheets to continuous, digitally
supported processes. At the same time, sustainability and compliance criteria are expanding the
classic set of indicators.

Digital evaluation and data exchange

As part of digital procurement, scorecards are generated directly from ERP, quality and logistics data
and shared via supplier portals. E-sourcing platforms feed evaluation results back into award decisions,
for example as a pre-selection criterion in a tendering process. Standardised supplier master data, for
instance verified via the D-U-N-S number (DUNS), improves the unambiguity of supplier identities,
especially in global supply chains with numerous naming variants.
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Sustainability and compliance as evaluation criteria

Sustainability requirements along the supply chain have expanded the evaluation criteria: in addition to
environmental and social criteria, supply chain due diligence obligations, CO accounting and multi-tier
chain controls are coming into focus. Instruments such as an ESG risk rating provide initial
assessments at supplier level but do not replace one's own review. Buyers should integrate
sustainability-related criteria into the overall evaluation with an appropriate but not dominant weighting
and provide preventive measures for critical suppliers.

Integration into risk management and procurement strategy

Evaluation results gain value when they feed into higher-level processes: risk monitoring identifies,
depending on the evaluation, which suppliers need dual sourcing; category strategy uses scorecards
for sourcing decisions; development couples initial sample approval results with later series
performance. This creates a closed control loop from selection through ongoing evaluation to the
strategic repositioning of the supplier portfolio.

| Typical metrics

Metric Typical value

On-time in-full delivery (OTIF) > 98 %
Typical target value for series suppliers; below 95 % is considered
critical in practice.

Delivery lot quality rate > 98 %
Proportion of defect-free deliveries; depends on industry and material
class.

Complaint rate <1%

Complaints per delivery line item; common benchmark for established
series suppliers.

8D report closure < 30 days
Frequent deadline for effective closure; critical cases faster.

| Practical example

A medium-sized mechanical engineering company with around 400 actively supplied items introduced
a supplier performance evaluation for its 80 most important suppliers, identified via an ABC analysis.
Previously, there were only isolated complaints about schedule and quality issues, without a reliable
overall overview. After six months, the scorecard showed that a few suppliers caused a
disproportionate share of the complaints and missed deadlines.

e Introduction of a scorecard with four blocks: quality, delivery reliability, cost, service
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e Automated data collection from goods receipt, inspection reports and the complaint system with a
monthly data quality report

e Quarterly supplier meetings with improvement agreements and 8D report tracking for repeat
defects

e Linking evaluation grades to award quotas for new projects, starting with initial sample approval
(EMPB)

| Conclusion

Supplier performance evaluation is a central steering tool of procurement that replaces subjective
impressions with measurable facts. Its value depends less on methodological depth than on clean data,
clear weighting and the consistent application of results. Those who actively share scorecards with
suppliers and jointly tackle improvements turn evaluation into development. At the same time, the
evaluation should be interlinked with selection processes, risk management and sustainability
requirements. This creates a control loop that continuously strengthens the supplier portfolio and
makes supply risks visible early.

| Frequently asked questions

7 What is supplier performance evaluation?

Supplier performance evaluation is a systematic process by which companies measure the
performance of existing suppliers against defined criteria. Typical criteria are quality, delivery
reliability, cost and service. The results are summarised in scorecards or grades and guide award
decisions, supplier meetings and development measures.

? Which criteria belong in a supplier evaluation?

Four blocks have proven effective: quality (complaint and scrap rates), logistics (OTIF, commitment
reliability), cost (price development, total cost) and service (response times, project support).
Sustainability and compliance criteria are increasingly being added. The weighting should match
the procurement strategy and supplier criticality, i.e. it should not be identical for all suppliers.

? How often should suppliers be evaluated?

In practice, monthly to quarterly evaluation cycles are common. A-suppliers with stable performance
can be evaluated semi-annually, critical or weak suppliers more frequently. What matters is a fixed
rhythm with binding consequences such as supplier meetings and improvement deadlines —
otherwise the effect is lost.

? How do you create a supplier scorecard?

First, criteria and target values are defined, typically four to six main criteria with sub-indicators.
Then the measurement logic, data sources and weighting are defined, from which an overall score
is calculated and converted into grades such as A to D. Finally, consequences per grade should be
defined and the scorecard anchored contractually and procedurally.

Amplifa Marketplace - Procurement glossary Page 6 of 7



G Supplier Performance Evaluation: Systematically Measuring and Steering Suppliers

7 What is the difference between supplier evaluation and supplier audit?

Supplier evaluation is an ongoing, data-based monitoring of delivery performance using indicators.
A supplier audit is a one-off, usually on-site inspection of the quality management system or
specific processes at the supplier. The two complement each other: findings from the evaluation are
often the trigger for a more in-depth audit at the supplier.

7 May procurement enforce graduated evaluations contractually with suppliers?

Evaluation mechanisms can in principle be agreed contractually, for example via indicator annexes,
escalation clauses or bonus-malus arrangements. The prerequisite is clear, measurable criteria and
traceable measurement methods. The specific legal admissibility of individual linkages, such as
withholdings or contractual penalties, should be checked on a case-by-case basis with legal
counsel.

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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