
PROCUREMENT GLOSSARY

Tier-n Transparency: Visibility
Across the Entire Supply Chain
Tier-n transparency refers to a company's ability to know not only first-tier (Tier 1) suppliers,

but also to identify and assess suppliers at the second, third and further levels (Tier 2, Tier 3,

… n). The term originates in supply chain management and is closely linked to topics such as

supply chain due diligence legislation, risk management and sustainability reporting. For

technical buyers in the manufacturing industry, this means knowing which upstream suppliers

actually supply which components, materials or process stages. Without this visibility, crises,

outages or compliance violations at deeper tiers often go undetected until they have already
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reached the company's own production.

Key facts at a glance

01 Tier-n transparency comprises the systematic identification of suppliers across all levels

of the value chain, not just direct suppliers.

02 In practice, visibility becomes considerably more difficult with each additional tier: Tier 1

is often fully captured, while coverage at Tier 2 and below typically drops sharply.

03 Key drivers include the German Supply Chain Due Diligence Act, the EU CSRD,

sanctions list screening and customer sustainability requirements.

04 Technical building blocks include supplier surveys, risk databases, material master

data, ERP integration and standardised data exchange formats.

05 A common approach is risk-based prioritisation: critical materials and high-risk regions

are examined in greater depth first.

06 Transparency is not a one-off project but an ongoing process that combines master

data, change management and supplier evaluation.
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Definition: Tier-n transparency

Tier-n transparency describes the level of knowledge about the structure, actors, locations and risks of

the entire supply chain down to the deepest known supplier tier. The “n” symbolically stands for any,

theoretically unlimited depth of the supply chain. The term is deliberately distinguished from the classic

supplier overview, which usually only depicts the first level of direct contracts.

Distinction from the classic supplier overview

A classic supplier master in an ERP system records contractual partners with a supplier identifier, links

to the material numbering system and terms and conditions. Tier-n transparency goes beyond this: it

documents from whom the contractual partner itself sources, where value extraction and manufacturing

steps take place and which dependencies exist on critical paths. The supply chain is thereby extended

from a contractual picture to the real value chain.

Tier 1: immediate contractual partners of your own company

Tier 2: suppliers of the Tier 1 suppliers, often sites producing pre-products

Tier n: further upstream stages such as raw material suppliers, traders or special processes

Relevance for technical procurement

For buyers in mechanical engineering, electronics or metal processing, supply chain depth is

particularly crucial for cast parts, semiconductors, special steels and chemicals. An outage at a Tier 3

supplier of a pre-alloy or a printed circuit board base can block your own production just as much as an

outage at a direct supplier. Tier-n transparency is therefore the foundation for procurement strategy,

second sourcing and crisis preparedness.

Levels of transparency in the supply chain

Transparency does not arise on all levels simultaneously but step by step. In practice, a three-stage

approach has proven its worth, balancing effort and benefit.

Tier 1: systematically capture contractual partners

The basis is clean master data management: issuer and hazard indicators, sanctions list screening,

certificates and risk country assessments of direct suppliers. In addition, framework agreements,

call-offs and delivery plan tolerance bands provide indications of how strongly the company depends

on individual partners. Many procurement organisations link this data to their own forecast accuracy in

order to identify critical dependencies in quantities and dates at an early stage.

Tier 2: actively request upstream suppliers

Tier 2 information usually cannot be extracted from your own systems but must be requested from the

direct suppliers. Proven instruments include supplier self-disclosures, enquiries as part of tenders and

contractual obligations to disclose relevant upstream suppliers for critical materials. A clear definition of

which data is required is important: location, production areas, supply sources and particularities such
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as trading stages.

Tier 3 and beyond: risk-based deep dive

A complete mapping of all tiers is rarely economically sensible in practice. Instead, it is common to

focus on critical materials, single sources, high-risk regions and raw materials with special compliance

requirements such as conflict minerals. Here, industry initiatives, material data sheets, certificate

chains and specialised data providers are used, without recommending individual providers at this

point.

Methods and approach for building Tier-n transparency

Building supply chain visibility typically follows a multi-phase approach: prioritisation, data collection,

system support and continuous maintenance. A gradual approach prevents the project from failing due

to the sheer volume of data.

Risk-based prioritisation

First, it is established which materials and product groups are critical to production, revenue or security.

Proven criteria include share of revenue, availability of alternative sources, material lead times,

dependence on single sources and country risks. The result is usually a prioritisation similar to an

ABC-XYZ analysis, which determines for which supply chains a deep dive to Tier 3 or beyond is

worthwhile. This prioritisation can be combined well with an outsourcing potential analysis and

make-or-buy considerations, since in-house manufactured components have their own internal supply

chain depth.

Data collection and contract design

Data on deeper tiers is typically obtained through self-disclosures, audits, questionnaires and factory

visits. It is important to anchor the disclosure obligation contractually: clause-based commitments to

disclose relevant upstream suppliers, notification obligations in the event of a change of supply source,

and a change-order clause that only permits material or site changes with approval. Step-in rights

agreements can additionally help to negotiate directly with upstream suppliers in a crisis.

System support and data integration

Effort and benefit stand and fall with system support. Consistent ERP integration ensures that supply

chain information is attached to material numbers, commodity code determination and ordering

processes rather than ending up in isolated spreadsheets. Standardised interfaces such as cXML or

EDI formats facilitate the exchange of order and delivery call-off data, while clean ASN (advanced

shipping notice) processing evidences which sites physically deliver. In modern digital supply chain

setups, this data is combined with external risk sources.
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Key KPIs for measuring Tier-n transparency

Transparency is measurable, provided clear metrics are defined. Frequently used indicators relate to

degree of coverage, data quality and risk-relevant characteristics.

Coverage and data quality

Key metrics are the proportion of critical materials with a known Tier 2 and Tier 3 chain and the

currency of the data. In practice, many companies aim to achieve near-complete Tier 2 coverage for

particularly critical product groups, while complete mapping is often unrealistic for raw materials.

Importantly, data quality should be measured not only by volume but by reliability, for example through

sample-based verification.

Risk and resilience metrics

In addition, risk metrics are measured, such as the proportion of critical materials with a single source,

the average replenishment lead time of deeper tiers and the number of undetected country risks. When

this data is linked to min-max control or consumption-driven planning, it is possible to derive for which

critical pre-products increased safety stocks or dual sourcing make sense. Delivery plan tolerance

bands can also be designed in a risk-appropriate way in this manner.

Risks, controls and legal framework

Tier-n transparency is also a compliance instrument. Without visibility of deeper tiers, statutory due

diligence obligations and customer requirements are difficult to evidence.

Regulatory requirements

Due diligence legislation in Germany and the EU requires, depending on company size and activity,

due diligence efforts regarding human rights and the environment in your own supply chain. The exact

obligations depend on legal form, size and business activity and must be legally reviewed on a

case-by-case basis. Additionally relevant are the packaging legislation (VerpackG) obligations for

packaging, sanctions list screening along the chain, and product-specific regulations such as the

conflict minerals reporting obligation.

Sustainability and reporting

As part of sustainability reporting, customers increasingly require emissions data and evidence also

from upstream suppliers. Companies with SBTi target commitments need emissions data down to

deeper tiers, since the majority of emissions typically arise in Scope 3. Tier-n transparency is a

prerequisite here for identifying relevant emission sources at all and addressing them in a targeted

manner.

Operational controls

Transparency only has an effect when it is embedded in processes. Proven controls include regular
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sanctions list screening, audits at critical sites, escalation routes for changes of supply source and

clear responsibilities in procurement and quality. Changes to critical supply chains should be treated

like a change process, similar to a structured negotiation round for contract amendments.

Current developments in Tier-n transparency

The subject area, technology and regulatory pressure are developing in parallel. For technical

procurement, this creates new demands on data competence and supplier management.

Digitalisation and data standards

Digital supply chain platforms, material passports and standardised data exchange formats are

gradually improving the availability of Tier-n data. In particular in the electronics and automotive

industries, industry-specific formats are established that exchange material and site data in a

structured form. The challenge lies less in technology than in the willingness of upstream tiers to share

data and in harmonising different standards.

Multi-tier risk management

In procurement risk management, the focus is shifting from reactive fault resolution to preventive

multi-tier monitoring. Real-time data from logistics, news services and natural events is combined with

supply chain maps to detect outage risks earlier. Linked with sales and operations planning, this makes

it possible to coordinate whether transfers, alternative deployment or additional production make sense

in the event of looming shortages.

Procurement's mandate

Procurement is increasingly understood as the custodian of supply chain integrity. This extends the

traditional remit to include data maintenance, risk assessment and interfaces to the compliance

organisation. Companies that systematically build Tier-n transparency report in practice better crisis

response and a stronger negotiating position, as dependencies become known earlier.

Typical metrics

Metric Typical value

Tier 2 coverage of critical
materials

typically 60–90%

Proportion of critical materials with a captured upstream supplier tier

Proportion of single sources in
critical chains

< 20%

Target value in resilient procurement organisations

Currency of supply chain data <= 12 months

Time since last verification per supply chain
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Sanctions list screening coverage > 98%

Proportion of suppliers and sub-suppliers screened

Practical example

A mid-sized mechanical engineering company discovers during a fault analysis that the delay for a

frame component is not caused by the direct supplier but by that supplier's upstream supplier of a

special steel. The upstream supplier was previously unknown to the company. As a result, procurement

builds up a multi-tier programme.

Prioritisation of the 200 most critical materials by revenue relevance, single-source risk and country

risk

Contractual anchoring of disclosure obligations for upstream suppliers plus a change-order clause

for site changes

Linking supply chain maps to ERP master data, the material numbering system and call-off data

Quarterly sanctions list screening and risk review of the captured upstream suppliers

Conclusion

Tier-n transparency is more than a data protection issue: it is the prerequisite for resilient procurement,

robust compliance evidence and sound resilience planning. A complete picture of all tiers is rarely

realistic in practice; what matters is a risk-based deep dive for critical materials and regions.

Prerequisites are clean master data, clear contractual duties to cooperate and structured system

support. Companies that implement this consistently respond faster to disruptions and are far better

positioned when facing customer and regulatory enquiries. The build-up should proceed step by step

and be integrated into ongoing procurement and quality processes.

Frequently asked questions

? What does Tier-n transparency mean?

Tier-n transparency describes the ability to identify suppliers across all levels of the supply chain,

including the sub-suppliers of direct suppliers. The aim is to understand dependencies, locations

and risks across the entire value chain. The “n” stands for any depth within the supply chain.

? Why is transparency in deeper supply chain tiers important?

Outages, quality problems or compliance violations frequently affect upstream suppliers with whom

no direct contract exists. Without visibility, these risks only become apparent once your own

production is already affected. Moreover, due diligence legislation and customers increasingly

require evidence along the entire chain.
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? How many supply chain tiers should a company know?

In practice, a complete picture of all tiers is rarely economically viable. It is common practice to

capture the Tier 1 level in full, to actively collect Tier 2 data for critical materials, and to perform a

risk-based deep dive for raw materials, single-source dependencies and high-risk regions. The

scope should be based on the production risk.

? How do you obtain data on Tier 2 and Tier 3 suppliers?

Typical routes include supplier self-disclosures, questionnaires, audits and contractual disclosure

obligations. In addition, material data sheets, certificates, industry initiatives and specialised data

providers provide information on upstream stages. It is important to secure disclosure obligations

contractually and to keep data continuously up to date.

? Which laws affect supply chain transparency?

In Germany and the EU, due diligence rules on human rights and the environment in the supply

chain apply, supplemented by product-specific obligations such as conflict minerals and sanctions

law. The specific requirements depend on company size and business activity. The precise

interpretation should be legally reviewed on a case-by-case basis.

? What role does procurement play in Tier-n transparency?

Procurement drives data collection, contract design and risk assessment and works closely with

quality, compliance and logistics. It prioritises which supply chains are examined in greater depth

and maintains the results in ERP and risk systems. Procurement thereby becomes a central

custodian of supply chain integrity.

Find the right suppliers on Amplifa

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

receive comparable offers.

amplifa-marketplace.ai

Amplifa Marketplace · Procurement glossary Page 7 of 7


