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Raw Materials Expense as a Percentage of COGS
Definition & Measurement Details

The expense incurred through purchasing raw materials divided by the total cost of goods sold (COGS) incurred over the same period of time, as a 
percentage.

Raw Materials Expense as a Percentage of COGS measures the expense 
incurred through purchasing raw materials (i.e., the materials directly 
used in the production of a product) in relation to the cost of goods sold 
(COGS) incurred by the plant, or production facility, over the same period 
of time. Excessive expenses spent on raw materials may be related 
to multiple factors, including inefficient procurement processes (i.e., 
purchasing unneeded or overly expensive raw materials), low quality 
of raw materials purchased (such low quality materials can cause in 
increase in rework due or scrap rate due to a high number of defects), 
inaccurate demand forecasting methods and sub-par production 
employee training and performance. High values for this metric can 
drive up the prices of the finished products which can make them that 
much more difficult to sell to customers. Such unmanageable prices can, 
furthermore, expose the company to reputational and financial risks born 
from not being able to pay off its liabilities on time and high degrees of 
customer dissatisfaction.

Materials and Components Expense as a Percentage of Plant Revenue, 
Days on Hand: Raw Materials, Inventory Turnover (Raw Materials Only)

[Formula]

Two values are used to calculate this KPI: (1) the expense incurred 
through purchasing raw materials, and (2) the total cost of goods sold 
(COGS) incurred by the plant, or production facility, over the same period 
of time. Raw materials should be defined as the parts directly used to 
manufacture a product (e.g., lumber, paper, etc.). Do not include indirect 
raw materials (e.g., wood finish placed on a manufactured chair, etc.) in 
this calculation. COGS includes the cost of the materials used in creating 
the good along with the direct labor costs used to produce the good. Do 
not include indirect expenses such as distribution costs and sales force 
costs in the denominator. 

What is Raw Materials Expense as a Percentage of COGS?

Formula

Why should this KPI be measured? How is this KPI calculated?

Related KPIs

ABRIDGED CONTENT

Purchase to View Full Definition & Measurement Details!
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Raw Materials Expense as a Percentage of COGS
Benchmarks & Characteristics of High Performers

Raw Materials Expense as a Percentage of COGS
(Raw Materials Expense Incurred / Cost of Goods Sold) * 100

How to read this chart: This chart summarizes the performance gaps between high (Top 5%), mid 

(Median) and low (Bottom 5%) performers for this Key Performance Indicator (KPI). For example, the 

column labeled “Top 5%” represents a company that outperformed 95% of the peer group observed 

for this metric.
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Sample Size: XX

KPI Type: XX

Unit: XX

Is High or Low Best?: XX

Characteristics of High Performers

• KPIs are well-defined, tracked and tied to 
performance reviews

• Robust self-service options for customer 
(online FAQs, etc.)

• Agents cross-trained to handle and resolve 
multiple call types

• KPIs are well-defined, tracked and tied to 
agent performance reviewsSAMPLE CONTENT

Purchase to View Actual Benchmarking Data!
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