AMPLIFA PROCUREMENT GLOSSARY

Demand bundling: more volume, better terms,
less effort

Demand bundling refers to the consolidated combination of similar or related demands into joint
procurement processes. The aim is to achieve better prices and terms through larger volumes,
reduce process effort, and streamline the supplier base. The term covers both the operational
consolidation of individual orders and strategic bundling across sites, business units, and periods.

Key facts

» Demand bundling combines similar or related demands into joint tenders, framework agreements, or
consolidated purchase orders.

« Typical levers are volume discounts, lower transaction costs, fewer suppliers, and a stronger
negotiating position.

* The foundation is clean master data, reliable demand planning, and a consistent data set across all
sites.

» Possible drawbacks are longer delivery times, stronger ties to individual suppliers, and reduced
flexibility for short-term demand changes.

» Success is typically measured via savings rate, number of suppliers, transaction costs per purchase
order, and on-time delivery performance.

Definition: demand bundling

Demand bundling is the systematic consolidation of material, service, or investment demands into a
joint procurement process. It can take place chronologically (consolidated purchase order), by volume
(framework agreement), or organisationally (group-wide tender).

Distinction from demand planning

Demand planning determines what is needed, when, and in what quantity. Demand bundling takes
these results and decides how the demands are procured: individually, bundled, or via framework
agreement. The two disciplines interlock, because without sound planning any bundling remains
arbitrary and easily creates new problems such as excess inventory or shortages.

Levels of bundling

In practice, three levels can be distinguished: the operational bundling of open demands into
consolidated purchase orders, the tactical bundling over one year in framework or call-off agreements,
and the strategic bundling across business units and sites, often as part of a commodity strategy. The
higher the level, the greater the leverage potential, but also the higher the coordination and change
effort.
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Objectives and benefits of demand bundling

The primary benefit lies in price: larger callable volumes improve the negotiating position and enable
tiered prices or annual packages. Other effects also come into play, which combined are often worth
more than the discount itself.

Cost reduction and better terms

Bundled volumes typically reduce unit prices, minimum order quantity surcharges, and freight costs, as
smaller individual deliveries are replaced by consolidated deliveries. Suppliers plan with better capacity
utilisation and often pass this advantage on as a discount. In addition, administrative effort decreases:
fewer purchase orders mean fewer approvals, fewer invoice checks, and lower transaction costs per
procured quantity.

Supplier consolidation and complexity reduction

Bundling reduces the number of active suppliers and thus the effort for supplier management,
framework agreement maintenance, and auditing. This actively supports complexity reduction in
procurement. Fewer suppliers also mean deeper partnerships, which is reflected in qualitatively better
discussions about innovations and improvements in the annual supplier review. The prerequisite is that
the remaining suppliers can reliably cover quality and capacity requirements.

Methods and approach in practice

Successful demand bundling follows a structured process from data analysis through contract selection
to implementation in day-to-day operations. What is decisive is that analysis and implementation are
closely interlinked.

Data basis and demand analysis

The starting point is a consolidated view of historical and planned demands across all sites. This
requires a clean material master and attribute maintenance: duplicate material numbers, inconsistent
descriptions, or missing characteristics distort the analysis and leave bundling potentials invisible. In
addition, demand planning provides forecasts that allow statements about future quantities and delivery
date structures.

Instruments: consolidated purchase order, framework agreement, blanket order

Several instruments are available for implementation. The consolidated purchase order combines
short-term demands into a single date. Framework agreements and blanket orders secure prices and
terms over a period, while quantities are drawn down via call-offs. For standard materials, call-off orders
with firm and forecast dates can be combined. In tenders, bundling also enables structured procedures
up to a Best and Final Offer (BAFO) to unlock the final price optimisation potential.

Stakeholder involvement

Bundling changes ordering routines in functional departments, for example longer ordering intervals or
fixed call-off cycles. Procurement should therefore involve production, engineering, and logistics early
on, address concerns, and define exceptions for spare parts or small-series production requirements. A
binding procurement guideline helps document rules and exception cases comprehensibly for all
stakeholders.
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Key KPIs for steering demand bundling

Without measurable KPIs, bundling remains a declaration of intent. The following KPIs have proven
themselves in practice as steering variables and should be recorded as a baseline before project start.

Savings rate and transaction costs

The savings rate measures the price improvement against the baseline, typically referring to the
previous year or the last reference price. Transaction costs are often represented via the number of
purchase orders per procured quantity or the process effort per order. In practice, the larger effect often
shows up here: fewer, larger orders noticeably relieve procurement and accounting.

On-time delivery and inventory effects

Bundling must not jeopardise delivery capability. Therefore, on-time delivery performance and the
backorder rate should be monitored as counter-indicators, since bundled, larger deliveries leave larger
gaps in the event of failures. On the inventory side, bundling is ambivalent: purchase prices fall, while at
the same time bundled inventory build-up can increase capital tied up. Inventory optimisation addresses
this by aligning order quantity and order cycle with the actual consumption pattern.

Number of suppliers and bundling ratio

The number of active suppliers per commodity group and the share of bundled demands in total volume
or order line items show how far consolidation has progressed. Both KPIs work well as target values in
the procurement business plan and can be derived regularly from the ERP system.

Risks, controls, and legal aspects

Bundling creates dependencies and shifts risks from many small volumes to a few large ones. Those
who identify these risks early can control them with suitable controls.

Supplier risk and mitigation

Concentration on a few suppliers increases the risk of failure. Countermeasures include dual-sourcing
strategies for critical items, contingency plans, and regular supplier audits according to a defined audit
schedule. Contractually, obligations can be balanced through purchase commitments with minimum and
maximum quantities: the supplier gains planning certainty, and the buyer retains flexibility caps.

Inventory and liquidity risks

Larger bundled orders tie up capital and increase warehousing costs. Staggered delivery call-offs
instead of one-off complete deliveries have proven effective. On the payment side, early payment
programmes can be used deliberately to offset early payment discounts against the increased capital
tied up. How interest rate and currency risks in international bundling contracts are hedged is governed
by instruments such as forwards & swaps; their use should be examined on a case-by-case basis from a
finance perspective.

Delivery terms and internal approvals

In bundled international procurement, delivery terms gain in importance; agreements under Incoterms
DDP, for example, shift transport and customs risks to the supplier, which is often sensible for bundled
deliveries from third countries. Internal control requires adjusted purchase order approval processes, as
higher bundled values may trigger new approval thresholds. Sanctions and export controls particularly
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affect bundled volumes and must be checked for each transaction.

Current developments and digitalisation

Demand bundling benefits greatly from digital tools: better data quality, Al-supported analyses, and
integrated planning systems significantly lower the barriers to consolidated procurement.

Data model and system support

An end-to-end procurement data model connects demand reporting, material master, supplier, and
contract data. Only in this way can bundling potentials be identified systematically, for example through
cluster analyses of similar items or automated consolidation suggestions in requisitioning. The ongoing
maintenance of planning parameters is just as important as master data quality, because incorrect
lot-sizing parameters negate bundling effects.

Sustainability and reporting obligations

Bundled volumes also unlock sustainability levers: fewer, larger deliveries reduce transport effort and
emissions, and consolidated suppliers can be audited for requirements more efficiently. In the context of
the Corporate Sustainability Reporting Directive (CSRD), reliable supplier data is gaining additional
importance, as reporting obligations require consolidated, quality-assured data across the supply chain.

Idea management and continuous improvement

Bundling is not a one-off project. A regular review cycle has proven effective, in which new demand data
is matched against existing contracts. A structured idea evaluation process helps to systematically
assess suggestions from functional departments and suppliers and to transfer successful bundling
patterns to new commodity groups.

Typical metrics

Savings rate: 2-8 % p. a.
typical benchmark for bundled commaodity groups versus the baseline

Number of active suppliers: reduction of 20-50 %
typical order of magnitude when consolidating C-parts

Backorder rate: <2 %
counter-indicator for ensuring delivery capability in bundled procurement

Purchase orders per item group: reduction of 30-60 %
measures the transaction cost effect of bundling

Practical example

A medium-sized mechanical engineering company with three sites previously procured standard and
catalogue parts decentrally from several hundred suppliers. Procurement analysed two years of demand
data, first cleansed duplicate material numbers in the material master, and then bundled the 80
highest-volume item groups into framework agreements with two suppliers each.

« Consolidation of the supplier base for standard parts by well over half, combined with an agreed
tiered pricing model.

» Switch from individual requisitioning to weekly call-offs with firm and forecast windows, controlled via
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adjusted planning parameters.

* Negotiation process with a structured bidding phase and a concluding Best and Final Offer for the
largest item groups.

» Establishment of a quarterly review that automatically checks new demands against existing
framework agreements.

Conclusion

Demand bundling is one of the most economically powerful levers in procurement because it combines
price advantages with process effects. However, it requires a sound data basis and early alignment with
functional departments and logistics. Those who actively manage risks such as supplier concentration
and inventory build-up benefit permanently. Successful bundling is not a project but an ongoing process
with clear KPIs. Operated systematically, it strengthens cost position, delivery capability, and negotiating
role at the same time.

Frequently asked questions

What does demand bundling mean in procurement?

Demand bundling means consolidating similar or related demands into joint procurement processes.
This can be done chronologically via consolidated purchase orders, contractually via framework
agreements, or organisationally via group-wide tenders. The goal is better terms with less process
effort.

What are the benefits of demand bundling?

Typical benefits are lower unit prices through larger volumes, lower transaction costs per purchase
order, and a smaller, more manageable supplier base. In addition, the negotiating position towards
suppliers improves. In the long run, the process effect often outweighs the pure discount effect.

What disadvantages or risks does demand bundling entail?

Possible drawbacks are longer delivery intervals, larger inventories, and greater dependence on a few
suppliers. In the event of supplier failures, bundled volumes can cause larger supply gaps.
Countermeasures include dual-sourcing strategies, staggered call-offs, and clear contractual volume
corridors.

How is demand bundling implemented in practice?

First, demand data is consolidated across all sites and master data is cleansed. Then the appropriate
instrument is selected for each commodity group, such as a consolidated purchase order, framework
agreement, or blanket order. Early involvement of functional departments and the definition of
exceptions, for example for spare parts requirements, are essential.

When is demand bundling not sensible?

For very critical, episodic, or highly fluctuating demands, high obsolescence risk, and emergency or
spare parts, bundling is often unsuitable. When just-in-time delivery or local availability matters more
than price, bundling should also be avoided. If in doubt, the decision should be weighed up for each item

group.

What is the difference between demand bundling and a framework agreement?
The framework agreement is an instrument for securing bundled demands over time and volume.
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Demand bundling is the overarching method, which also encompasses consolidated purchase orders
and strategic consolidation. A framework agreement therefore usually presupposes a prior bundling
decision.
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