
PROCUREMENT GLOSSARY

Warranty: statutory warranty and
guarantee in industrial procurement
The warranty refers to contractually agreed statutory warranty and guarantee claims of a

supplier for delivered goods, components or services. For buyers, it is an essential component

of the contractual terms, as it covers risks from quality defects and structures the costs of

rework, recalls and downtime. A carefully negotiated warranty secures availability, limits

economic damage and strengthens the negotiating position in the event of loss.
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Key facts at a glance

01 Warranty encompasses the statutory warranty (liability for defects) and the supplier's

contractual guarantee commitments.

02 Typical terms in industry frequently range from 12 to 24 months; for components

sometimes considerably longer.

03 Key points of negotiation are duration, start of liability, scope, exclusions and remedies.

04 Extended warranties can often be traded in price negotiations against a discount or an

additional service.

05 Serious commitments such as fault-free manufacture are often interpreted strictly under

liability law – the wording must be reviewed.

06 In the event of loss, the documented complaint notification determines acceptance and

processing.

Definition: warranty

The warranty describes the supplier's contractual commitment to stand liable for defects or failures of

the delivered performance within a defined period. It differs from the statutory warranty in its

delimitation and effect.

Warranty versus statutory warranty

The statutory warranty (liability for defects under sales law) arises automatically from the contract and
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can be shortened within limits, but not excluded entirely. The guarantee, as a voluntary commitment by

the supplier, goes beyond this and describes what specifically happens in the event of a defect or

failure. Together, both shape the effectiveness of the overall allocation of risk between buyer and seller.

Typical contents of a warranty clause

A practical clause regulates at least the term and commencement of the period, the scope of the

promised characteristics, the procedures for defects (notification, inspection, rectification or

replacement delivery) as well as exclusions such as normal wear and tear or improper handling. The

effect on consequential claims such as liquidated damages or cover procurement costs is also

important.

Term and commencement of the period (delivery date, acceptance or commissioning)

Scope: quality, characteristics, supply chain, material substitution (ESG)

Remedies: rectification, replacement, take-back, price reduction

Liability exclusions and limitations

Express warranty versus implied warranty

An express warranty arises from specific commitments in the contract or product datasheet, such as

tolerances, durability periods or certifications. An implied warranty arises from statute, for example the

expectation of merchantable quality. Buyers should ensure that technical requirements are documented

as express commitments.

Negotiation and approach: shaping the warranty in procurement

The warranty is not a formality but a negotiable contractual instrument with a direct cost impact. With

systematic preparation, the scope of protection can be aligned with the supplier profiles and price

targets.

Anchor requirements in the enquiry

The desired warranty scope should already be clearly defined in the tender questionnaire: duration,

commencement of the period, response times in the event of service and the spare parts situation. This

makes bids comparable instead of demanding conditions afterwards that were not priced in. In the

clarification round of the bid evaluation, deviations can be resolved uniformly.

Price-benefit assessment and target costing

Extended warranties have a measurable cost impact for the supplier. Using target costing, it can be

determined whether an extended warranty is worth its price or whether alternatives such as

maintenance agreements or buffer stock capacities are more economical. The decision belongs in the

procurement business plan and in the annual contract strategy of the category, which is anchored in

category management with clear governance.
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Supply chain and manufacturer guarantee

For components from deep tiers of the value chain, the question arises as to whether the guarantee

comes from the direct supplier or the original manufacturer. With onshoring or resourcing projects,

manufacturer guarantees may lapse or be restricted in application. Buyers should contractually close

the chain of liability and ensure that commitments remain valid despite further processing and storage

over longer periods.

Key KPIs for managing the warranty

Warranty performance can be measured and incorporated into supplier evaluations. Key metrics

concern defect frequency, response times and economic processing.

Guarantee return and case metrics

Typical metrics are the number of guarantee-relevant complaints per period, the rate of accepted

cases, the average lead time from notification to credit note and the reimbursement rate. In practice,

many buyers state an acceptance rate of over 90 per cent as a realistic target, provided the

notifications are properly documented.

Supplier evaluation and reporting quality

Warranty metrics belong in the supplier scorecard and feed into the award decision of the next tender.

A prerequisite is a reliable data basis: a data quality report on complaint and contract data shows

where fields are incomplete or deadlines are not traceable. Without clean master data, the metrics

remain interpretable but not enforceable in negotiations.

Risks and controls in warranty management

Common mistakes arise not from poor clauses but from inadequate implementation in day-to-day

operations. Control mechanisms must cover the chain from order to settlement.

Deadline management and documentation

Guarantee claims become time-barred. Anyone who does not actively monitor the deadlines loses

claims despite a clear contractual position. A deadline-driven workflow is practical, which annotates

every complaint notification with order references, batch data and photos. Shipment should, if in doubt,

be halted via a stop shipment until the defect has been investigated.

Failure risks for critical parts

For A-parts, the guarantee alone is not enough: downtime, safety stocks and spare parts logistics must

also be secured. Supplementary instruments are blanket orders with consignment rules, regular stock

consumption analyses for spare parts and financial protection via down payment refunds in the event of

supplier failure. For the risk assessment of large projects, a risk heatmap is suitable, in which failure

probability and impacts are assessed.
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Credit risk and supplier stability

The best guarantee is worthless if the supplier is insolvent. That is why the ongoing monitoring of the

supplier credit limit, creditworthiness indicators and contractual safeguards such as bank guarantees or

rights of retention belong to risk management. These instruments concern the finance department and

require clear coordination with the payment terms of the order.

Current developments: warranty in the context of sustainability
and digitalisation

The term warranty is changing: sustainability requirements, new procurement models and digital

contract data are putting established clause frameworks to the test.

Sustainability and regeneration claims

Buyers increasingly link guarantees with sustainability commitments, for example resilience to material

substitution (ESG), recycled content or repairability. Lifetime warranties are also gaining in importance,

as longer service lives improve the carbon footprint of products. Buyers should align the negotiation

levers from the sourcing levers for the respective category accordingly.

Service and availability models instead of the classic guarantee

As an alternative to the classic warranty, pay-per-use and availability models are emerging in which the

supplier commits to availability rather than the product. Such models shift risks to the supplier and

require careful performance metrics, on-site response times and clearly defined measurement

methods. In the tender, they should be examined via the tender questionnaire and supplier

performance.

Digitalisation of contract data

Warranty terms often sit in PDF contracts and are difficult to evaluate. Digital contract access,

automatic deadline warnings and linkage with the complaint notification improve usability. The warranty

also plays a secondary role in export processing: guarantee information and service contacts for end

customers can be important on the commercial invoice.

Typical metrics

Metric Typical value

Guarantee case acceptance rate > 90%

Proportion of complaints accepted; realistic with clean documentation

Defect processing lead time < 30 days

From receipt of the complaint notification to credit note or replacement
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Warranty cost ratio < 1% of procurement volume

Common benchmark depending on industry and product complexity

Warranty coverage for A-parts > 95%

Proportion of critical parts with a defined warranty in the contract

Practical example

A medium-sized mechanical engineering company sourced critical gear units over several years with a

standard warranty of 12 months. After increasing field failures outside the warranty period and

inconsistently documented complaints, the procurement team restructured warranty management and

negotiated extended terms with its key suppliers.

Extension of the warranty to 24 months alongside simultaneous price negotiation via target costing

Introduction of a deadline-driven complaints workflow with a standardised complaint notification

form

Inclusion of warranty KPIs in the supplier scorecard and the next tender

Safety stocks and a blanket order for critical spare parts added

Conclusion

The warranty is far more than a standard clause: it governs the allocation of risk between buyer and

supplier and has a direct impact on costs, availability and customer satisfaction. Those who integrate

guarantee requirements early into the enquiry and price negotiation achieve better terms than with

subsequent corrections. Crucial is the implementation in day-to-day business – clean documentation,

active deadline management and measurable metrics. Supplementary safeguards such as safety

stocks, credit checks and contract design with the finance department round off the risk management.

In this way, the warranty becomes an active management instrument in procurement instead of a

formal document.

Frequently asked questions

? What does warranty mean in procurement?

A warranty is the supplier's contractual commitment to stand liable for defects or failures within a

defined period. It supplements the statutory warranty with concrete processing rules such as

rectification, replacement or price reduction. For buyers, it is a central instrument of risk allocation

and cost control.

? What is the difference between statutory warranty and guarantee?

The statutory warranty is the legal liability for defects that arises automatically with the purchase

contract and can only be modified to a limited extent. A guarantee is a voluntary, contractual

commitment by the supplier with a specific scope and processing rules. Both apply together in the
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event of a defect, but have different prerequisites and scope.

? How long is a typical guarantee in mechanical engineering?

In practice, terms frequently range from 12 to 24 months from delivery date, acceptance or

commissioning. For components, plants and project business, longer terms or limits based on

operating hours or mileage are also common. The definition of when the period begins is often more

important to actual effectiveness than the nominal duration.

? When do guarantee claims against the supplier become time-barred?

Guarantee claims become time-barred according to the rules agreed in the contract; without a

specific agreement, the statutory limitation periods for warranty apply. What matters in practice is

that defects must be notified and documented within the period. In individual cases – in particular

with standard terms and conditions and long-term projects – the wording should be reviewed by a

lawyer.

? How do you successfully negotiate an extended warranty?

The supplier calculates an extended warranty as a risk and service cost. Preparation with target

costs, failure data and alternatives such as maintenance contracts creates leverage. Often the

extended warranty can be traded against volume, order duration or additional services.

? What role does the warranty play in tenders?

The desired warranty scope should already be included in the tender questionnaire so that bids are

comparable. Deviations can be resolved uniformly in the clarification round before the bid evaluation

is completed. This prevents guarantee terms from shifting the price afterwards.

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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