
PROCUREMENT GLOSSARY

Strategic Partnership:
Systematically Building Long-Term
Supplier Relationships
A strategic partnership denotes a long-term collaboration between a buyer and a supplier that

goes beyond a purely transactional relationship. Both parties pursue shared goals such as

cost optimisation, innovation capability and supply security, and invest accordingly in

coordination, transparency and trust. In industrial procurement, strategic partnerships are the

opposite of purely tender-driven spot business: they are planned, managed and measured

against KPIs.
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Key facts at a glance

01 Strategic partnerships typically focus on a few business-critical suppliers (A-suppliers)

and critical commodity groups.

02 They are usually based on framework agreements, joint targets and a regular supplier

evaluation and development meeting.

03 Typical contents are price transparency (e.g. price sheet or should-costing), innovation

agreements and joint risk provisioning.

04 In practice, such partnerships are often combined with multiple rather than single

sourcing to limit dependencies.

05 Success is measured using KPIs such as service level, on-time delivery, cost savings

and innovation share.

06 Establishing and maintaining them requires resources on both sides – without executive

sponsorship, most initiatives fail.

Definition: Strategic Partnership

A strategic partnership is a contractually and organisationally founded, long-term collaboration between

the procurement organisation and a supplier with mutual value promises. It goes beyond individual
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orders and framework agreement management and encompasses joint planning, target agreements

and reciprocal investments.

Distinction from classic supplier relationships

Classic supplier relationships are transaction-oriented: they revolve around the price, delivery date and

quantity of the current order, managed via tender management and purchase order release. Strategic

partnerships, by contrast, address the entire product life cycle and the joint creation of value. The

supplier is involved early in development and capacity decisions, often before the actual tender. The

difference lies less in the type of contract than in the intensity of information exchange and the shared

responsibility for results.

Positioning within the commodity group strategy

Not every supplier qualifies for a partnership. The decision follows from the commodity group strategy:

partnerships make sense where business impact is high and the supply market is complex, but rarely

for standard parts with many suppliers. Typical candidates are A-suppliers with critical contributions,

scarce capacities or special characteristics in their processes. A sound portfolio analysis prevents

partnership effort from being wasted on interchangeable suppliers. In practice, strategic partnerships

thus sit at the top of a tiered supplier segmentation.

Objectives and benefits of the strategic partnership

Partnerships aim at measurable advantages that purely market-based procurement cannot achieve. It

is important that the benefit is mutual – one-sided arrangements do not survive the stress test.

Supply security and risk mitigation

A key driver is the avoidance of line stops and containment actions. Partner suppliers prioritise in

shortages, disclose capacity bottlenecks earlier and work jointly on supplier de-risking, for example

through second-source preparation or buffer stock. A structured risk analysis at each partner level (tier

1 and below) becomes a permanent task. In practice, this measurably reduces the probability of failure

of critical components, even though it is no guarantee against disruptive events.

Innovation and cost optimisation

Strategic partners can be won over through incentive models for innovation: shared savings,

development partner status or preferred positions on follow-up projects. Methodologically, joint

should-costing supports the discussion at cost driver level rather than through pure price negotiations.

An agreed price sheet makes material, labour and energy components traceable – important with

volatile raw material markets. This is how savings emerge that would not materialise without

transparency and trust.

Quality and process stability

Partnerships facilitate the joint management of quality-relevant topics such as special characteristics,
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process approvals and complaint returns. Because the partner knows the products and requirements,

series ramp-up phases and change implementations are shortened. Quality data flows more regularly

and in more detail than with interchangeable suppliers, enabling preventive quality management

instead of downstream inspection.

Establishment and approach: from selection to agreement

Establishment follows a structured process. Those who choose partners on an improvised basis create

dependencies later without receiving anything in return.

Candidate selection and due diligence

The starting point is a supplier evaluation covering qualification, financial stability, capacity and

innovation capability. It is important to check whether a dependency remains manageable: where there

is a threat of a monopoly position or a lack of a second source, the partnership should be combined

with the development of alternative sources of supply. Cultural fit – responsiveness, decision-making

paths, openness – also determines success. Selection should follow a project-like approach with clear

criteria, not out of historical habit.

Contractual design

A framework agreement and a partnership agreement differ in content: in addition to volumes and

terms (e.g. payment terms along the lines of 2/10 net 30 or early payment discount agreements),

partnership agreements govern investments, exclusivities, confidentiality, cost transparency, innovation

participation and exit clauses. Advance payment arrangements for customer-specific tooling or advance

materials require clear repayment agreements. Legal details – from antitrust law in information

exchange to liability issues – should be reviewed legally on a case-by-case basis.

Operational anchoring

A partnership lives on routines: fixed recurring meetings at levels from operational to executive

management, joint capacity planning, coordinated purchase order release via blanket order or

electronic connectivity (punchout, EDI). Target agreements are documented in writing and revised

annually. Without operational anchoring, the partnership remains a declaration of intent and fizzles out

in day-to-day business.

Key KPIs for managing strategic partnerships

Partnerships must be measured against KPIs like other investments. A small balanced scorecard set

per partner, reviewed jointly each year, has proven its worth.

On-time delivery and availability

Core metrics are the service level per commodity group, on-time delivery (OTD) and response time in

the event of disruptions. A service level target per commodity group is agreed with the partner and
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regularly compared against actual values. In addition, DPO-effect simulations or scenario calculations

can show how inventory policies behave under partnership conditions. These KPIs make the promised

supply security verifiable.

Cost, quality and innovation

On the cost side, what counts is realised savings against joint targets, the transparency of the price

sheet and the trend in should-cost variances. On the quality side, defect rates, ppm values and the

effort required for containment measures are relevant indicators. On the innovation side, the number of

improvement proposals submitted and their realised benefit are often recorded. It is important not to

optimise any KPI in isolation – a price advantage bought at the cost of quality problems is expensive.

Relationship KPIs

Often overlooked but practically relevant: share of the partner's total volume (shows your relevance to

the partner), lead times in change management and mutual satisfaction. A partner for whom your

business accounts for less than five per cent of their revenue will not reflect your prioritisation. Such

KPIs create realistic expectations on both sides.

Risks and controls in strategic partnerships

Partnerships create dependencies and shifts in power that must be actively managed. Those who only

see opportunities act negligently.

Dependency and negotiating position

The closer the ties, the higher the switching costs – on both sides. If dependency arises with limited

alternatives, the situation resembles a supplier monopoly, even if several sources formally exist.

Countermeasures: deliberate dual sourcing shares, documented know-how, contractual handover

obligations and regular market monitoring. An annual risk analysis with defined exit scenarios is part of

the hygiene of every partnership.

Compliance and dependency control

Close relationships carry compliance risks: informational advantage, antitrust issues when coordinating

with the partner's competitors, personal closeness in procurement. Controls include four-eyes

principles, documented decisions, rotating points of contact and clear gift and invitation policies.

Inventory and counting processes such as cycle counting at the partner or in consignment warehouses

should also be agreed and audited so that transparency does not become a one-way street.

Preparing exit scenarios

Every partnership agreement needs planned separability: defined transition periods, tooling and

documentation handover, clarified advance payments and openness regarding customer-specific

investments. Anyone who does not prepare the exit negotiates from a position of weakness in the event

of a dispute. Annual "health checks" have proven effective in practice, which also ask the question:
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would we enter into this partnership today?

Current developments: resilience, digitalisation, sustainability

The requirements placed on strategic partnerships have expanded in recent years. Supply chain

disruptions, regulatory requirements and digitalisation are changing their content and governance.

Resilience instead of a pure cost focus

Since the supply chain crises of recent years, resilience has moved up alongside cost as an equal

priority. Partnerships are deliberately used for safeguarding: capacity reservations, regional

diversification, joint business continuity plans. Supplier de-risking thereby evolves from an individual

measure into a programme that involves suppliers at multiple tiers (including sub-tier). Strategic

partners are more willing to make binding commitments here than anonymous market participants.

Digital connectivity and data sharing

Technically, connectivity such as punchout catalogues, EDI-based purchase order release and shared

planning data enables closer coordination than ever before. What matters is data quality and clarifying

who owns which data and how it may be used. Digital transparency accelerates inventory management

and quality issues, but also requires investment and IT security on both sides.

Sustainability and supply chain legislation

Due diligence obligations along the supply chain make partner suppliers the subject of deeper scrutiny:

human rights, environmental standards, CO2 accounting. Strategic partners are more readily won over

to joint improvement programmes than transactional suppliers. Sustainability requirements now belong

in target agreements and supplier evaluations. The legal details change constantly and should be

reviewed on an ongoing basis.

Typical metrics

Metric Typical value

On-Time Delivery (OTD) > 95–98 %

Usual target corridor for strategic partners; below this, escalation

looms.

Service level per commodity
group

> 98 %

Jointly agreed target, regularly reviewed against actual values.

Realised savings 1–3 % p. a.

Typical benchmark from joint optimisation projects, depending on

commodity group.
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Complaint rate (ppm) < 200 ppm

Industry- and part-dependent; the trend matters more than the

absolute value.

Practical example

A mid-sized mechanical engineering company with around 300 employees repeatedly faced line stop

situations because of a casting supplier and replanned the relationship. Instead of switching suppliers,

the company opted for a strategic partnership with a clear structure.

Joint should-costing and an agreed price sheet with index clauses for energy and casting raw

materials created cost transparency instead of unit price pressure.

An annual contract (blanket order) with rolling call-off volumes stabilised capacity planning; in

addition, a second source was established in a different commodity group to limit dependency.

Quarterly risk reviews with risk analysis of sub-tier suppliers and agreed service level targets per

commodity group significantly reduced escalations.

A bonus model for changeover proposals (incentive models for innovation) delivered several

five-figure annual savings within two years.

Conclusion

Strategic partnerships are not a soft-touch programme but a governance instrument for

business-critical supply relationships. They pay off where supply security, innovation and quality matter

more than the last few per cent of price – and they require investment on both sides: time, transparency

and contractual diligence. What matters is sound selection based on the commodity group strategy,

measurable targets and prepared exit options. Those who manage dependencies deliberately rather

than passively enduring them benefit disproportionately in crises. The effort typically pays off over

several years, not in the next quarter.

Frequently asked questions

? What is a strategic partnership in procurement?

A strategic partnership is a long-term, contractually founded collaboration with selected suppliers

that goes beyond individual purchase orders. It includes joint target agreements, cost transparency,

innovation cooperation and regular governance opportunities. It is typically used for business-critical

A-suppliers and complex commodity groups.

? When is a supplier partnership worthwhile – and when is it not?

It is worthwhile when business impact is high, the supply market is complex, there is a development

component or capacity is scarce. For interchangeable standard parts with many suppliers, the

maintenance effort usually costs more than it delivers. The decision should be derived from the
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commodity group strategy, not from favouritism.

? What are the risks of a strategic supplier partnership?

The main risks are dependency, a weakening negotiating position, compliance pitfalls due to close

information exchange and the danger of losing sight of market prices. Countermeasures include

dual sourcing shares, annual risk analysis, documented exit scenarios and internal controls in

procurement.

? How many strategic partners should a company have?

In practice, companies typically actively manage 5 to 20 strategic partnerships – depending on size

and commodity group structure. What matters is not the number but the available management

capacity in procurement: every partnership requires regular meetings, target reviews and

development effort.

? What belongs in a supplier partnership agreement?

Typical contents are term and volume framework, terms and price transparency, investment and

advance payment provisions, confidentiality, innovation participation, quality agreements and clear

exit and handover clauses. Legal and antitrust details should be reviewed on a case-by-case basis.

? Difference between a framework agreement and a strategic partnership?

A framework agreement governs terms and call-offs for a period of time and is an instrument. A

strategic partnership is a form of relationship that encompasses framework agreement

management, joint planning, development and risk coordination. Partnerships can be documented

through framework agreements, but they are not limited to them.

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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