AMPLIFA PROCUREMENT GLOSSARY

Small-Order Process: Efficient Handling of
Small Volumes in Procurement

The small-order process covers all steps for procuring goods and services with a low order value,
typically below a defined approval threshold. Such orders often incur disproportionately high
processing costs per transaction, which is why the process is designed to run quickly, in a
standardised manner and with control. In practice, small orders frequently account for the majority
of all order transactions but represent only a small share of purchasing volume. A well-organised
small-order process relieves the purchasing department, reduces transaction costs and still creates
transparency over quantities and spend.

Key facts

» Small orders are orders with a low value volume, frequently typically below EUR 1,000 to 5,000 per
transaction.

* The processing costs of a small order can be disproportionately high in practice if no standardised
process exists.

» Typical instruments include catalogue ordering, approval thresholds, framework agreements,
consolidated orders and purchasing cards.

» Key KPlIs include the proportion of automated orders, transaction costs, lead time and maverick
buying rate.

« The small-order process is part of the source-to-pay (S2P) process and closely linked to
e-procurement.

« Even for small volumes, the principles of control, documentation and compliance with procurement
policies apply.

Definition: small-order process

The small-order process refers to the standardised procedure for requesting, approving, ordering and
settling procurement transactions with a low value volume. It aims to minimise the administrative effort
per transaction without neglecting internal controls or compliance requirements. The distinction from the
standard ordering process is made via defined value thresholds, product categories or supplier status.

Definition: What counts as a small order?

In practice, companies define small orders using absolute value thresholds, typically ranging from a few
hundred to several thousand pounds/euro. Alternatively, or additionally, repeat purchases of
consumables, minor services or orders placed with approved suppliers count as small orders. What
matters is that the criteria are set out in writing in the procurement guide and stored systematically, so
that all stakeholders work according to the same rules.

Position within the procurement process
The small-order process is a sub-area of operational order processing and sits within the source-to-pay
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(S2P) chain. While strategic topics such as supplier consolidation or governance in category
management target overall volume, the focus here is on the efficiency of high transaction numbers. A
well-designed small-order process noticeably reduces the manual effort in purchasing, accounting and
business departments.

Why the process is a topic in its own right

Many small orders incur disproportionate process costs: enquiry, approval, ordering, goods receipt and
invoice clarification involve effort similar to large transactions, but spread across a low value. Combined
with uncoordinated individual orders, this also creates a lack of transparency that conceals bundling
potential. Professional procurement organisations therefore treat small orders as a distinct area of
action with their own rules and metrics.

Methods and approach for designing the small-order process

Building an effective small-order process usually follows a staged model: analyse transactions, define
process types, select suitable procurement routes, build in controls and measure continuously. The
balance between speed for the business departments and control by purchasing and finance is
important.

Spend analysis and process types

The starting point is an evaluation of historical orders by value, product category and supplier. A classic
distribution often emerges: few large volumes and very many small transactions. From this, process
types can be derived, such as catalogue order, framework call-off, consolidated order or simplified
individual order. Each type is given clear rule sets for approval, documentation and permitted suppliers.

Procurement routes and instruments

Proven instruments include electronic catalogues, self-service ordering portals, approval thresholds with
simplified approval levels and purchasing cards for very small amounts. For recurring demand,
framework agreements with call-off character are suitable; on this topic see also spot purchase vs
framework agreement. Consolidated orders, for example weekly bundled demand from several
departments, significantly reduce the number of transactions. The higher degree of standardisation of
such routes reduces error rates and lead times.

Supplier-side simplification

The supplier side also offers levers: supplier consolidation reduces the number of active small suppliers,
which lowers vetting effort and the number of invoicing parties. Framework arrangements with fixed
terms and service level agreement (SLA) principles for delivery reliability and response times facilitate
routine processing. For qualitative requirements, for example in manufacturing services with smaller
volumes, at least simplified warranty agreements and documented requirements apply.

Key KPIs in the small-order process

Without metrics, process quality remains an assertion. Target values measure efficiency, compliance
and cost-effectiveness and at the same time serve as early warning indicators for deviating behaviour
such as maverick buying.
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Efficiency and cost metrics

Key metrics are transaction costs per order, the lead time from demand request to order placement and
the proportion of transactions handled automatically or without manual intervention. Total cost
accounting across the entire process helps make visible the true effort that remains hidden when only
the purchase price is considered in isolation. In practice, the pure processing costs per manual order
are frequently of a magnitude that, for very small amounts, noticeably exceeds the value of the goods.

Compliance and quality metrics

The maverick buying rate measures the proportion of purchases made outside the intended process;
high values indicate overly cumbersome routes or unclear responsibilities. Supplementary useful
indicators are complaint rates, the proportion of correct invoices at first submission and the on-time
delivery performance of small suppliers. Metrics can also be used as early warning indicators: rising
exception codes or clarification cases signal process problems at an early stage.

Evaluation and steering

Metrics should be evaluated regularly, for example monthly or quarterly, and assigned to a clearly
responsible process owner. A service level for suppliers — measured, for example, by correct and
punctual deliveries — creates an objective basis for supplier evaluation, even in the small-order segment.
In this way, operational efficiency is combined with quality-oriented steering.

Risks and controls in the small-order process

Simplifying the small-order process must not undermine internal controls. Typical risks are order splitting
to circumvent approval thresholds, impermissible suppliers, missing documentation and insufficient
value-for-money review.

Compliance and control risks

Small orders are prone to rule circumvention: placing several orders in quick succession can circumvent
approval thresholds. Automated validation rules help counter this, for example by monitoring
transactions per requester and time period. Selecting non-approved suppliers or missing documentation
is also common; here, catalogue systems in which only approved suppliers and items can be ordered
provide support.

Cost and steering risks

Uncoordinated individual orders prevent volume bundling and thus economies of scale; a look at spot
purchase vs framework agreement shows that small orders often harbour overlooked bundling potential.
For outsourced services, an outsourcing analysis can reveal that repeated small orders could be
provided more economically in-house or in a bundled form. Hidden follow-on costs — queries,
clarification cases, returns — also burden the total cost accounting.

Contractual and legal aspects

Even small orders need legally sound foundations: general terms and conditions of purchasing, clearly
regulated governing law for cross-border transactions and, for services, minimum service specifications.
For recurring defects in accepted services, structured complaint routes are sensible, similar to a supplier
corrective action request (SCAR) in series business. The concrete design must always be examined on
a case-by-case basis and with the involvement of the legal department.
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Current developments and digitalisation

Digitalisation is changing the small-order process more than any other area of procurement, because
high transaction volumes meet repetitive patterns here. Automation, data quality and self-service are the
driving themes.

E-procurement and automation

Modern e-procurement solutions enable catalogue ordering with automatic order creation, three-way
matching without manual paper flow and electronic invoice receipt. Al-supported enquiries and assisted
demand processing also shorten the search for suitable items and suppliers. The higher the degree of
automation, the more important a sound data foundation becomes: master and supplier data must be
consistent, to which concepts such as the golden record contribute — without reliable master data, every
process merely automates errors.

Transparency and integrated planning

Small orders are increasingly integrated into overarching systems that enable supply chain visibility
across all procurement routes. Only in this way can small volumes also be taken into account in demand
planning, detailed planning of procurement capacity and supplier evaluation. At a supplier day or in
supplier meetings, companies can also use findings from small-order analyses to constructively address
bundling potential.

Sustainability and compliance requirements

Even in the small-order segment, requirements for documentation and traceability are rising, for
example regarding proof of origin for materials or certificates such as FSC/PEFC certification in timber
purchasing. Even for very small quantities, auditors and customers increasingly demand verifiable
evidence. The small-order process must therefore map these requirements within its systems rather
than leaving them to individual cases.

Typical metrics

Transaction costs per order: in practice often a two- to four-figure EUR amount per trans
The higher the degree of automation, the lower the costs per transaction

Degree of automation: > 80%
Proportion of small orders without manual intervention, typical benchmark for mature organisations

Lead time: <2 days
From demand request to order for catalogue-based transactions

Maverick buying rate: < 5%
Proportion of purchases outside the intended process

Service level for small suppliers: > 95%
Punctual and complete deliveries for small orders

Practical example

A mid-sized mechanical engineering company with around 400 employees recorded over 14,000 order
transactions per year, the majority of them under EUR 2,000, spread across hundreds of small
suppliers. Processing times and invoice clarification cases placed a considerable burden on purchasing
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and accounting, and the maverick buying rate was high. Following a spend analysis, the company
introduced a multi-stage package of measures:

 Introduction of an electronic catalogue with approved suppliers and items for repeat demand such as
operating and workshop materials

« Bundling recurring demand from several departments into two weekly consolidated orders

« Conclusion of framework agreements with the most important small suppliers, including clear terms
and conditions and response times

« Monthly evaluation of maverick buying rate, lead times and clarification cases as early warning
indicators

Conclusion

Because of the high number of transactions, the small-order process is one of the most cost-effective
levers in operational procurement. Well-thought-out process design combines fast, user-friendly
procurement routes with clear controls and documented supplier relationships. Metrics such as
transaction costs, lead time and maverick buying rate make improvements measurable and provide
early warning signals. Digital tools from e-procurement and a sound master data foundation are
essential prerequisites. Those who systematically manage small orders reduce process costs, improve
data quality and create capacity for strategic procurement tasks.

Frequently asked questions

What is the small-order process?

The small-order process is the standardised procedure for procuring goods and services with a low
order value. It covers demand request, approval, ordering, goods receipt and invoice processing in a
simplified form. The aim is to reduce administrative costs and lead times without neglecting internal
controls and documentation obligations.

From what amount does an order count as a small order?

There is no universally applicable threshold; in practice, limits typically range from a few hundred to
several thousand pounds/euro per transaction. Some companies also define the threshold by product
category or recurring demand. What matters is a written definition, systematically stored in the
company's own procurement guide.

How can the small-order process be made more efficient?

Proven measures include electronic catalogues, simplified approval levels, purchasing cards for very
small amounts and consolidated orders at fixed ordering intervals. Framework agreements for recurring
demand additionally reduce the number of new transactions. In addition, consolidating small suppliers
reduces effort and clarification cases.

What risks are associated with the small-order process?

Typical risks are order splitting to circumvent approval thresholds, ordering from unvetted suppliers and
incomplete documentation. Moreover, bundling potential is lost when individual orders are placed
without coordination. Automated validation rules, approved supplier lists and regular KPI evaluations
counteract this.
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Which KPIs are relevant for the small-order process?

Key KPIs include transaction costs per order, lead time from request to order, the proportion of
automated transactions and the maverick buying rate. Supplementary indicators such as complaint rates
and on-time delivery provide insight into quality and delivery reliability. These metrics also serve as early
warning indicators for deviating procurement behaviour.

What does the small-order process have to do with e-procurement?

E-procurement is the central tool for handling small orders efficiently, because high transaction volumes
meet standardisable processes here. Catalogue ordering, electronic approvals and digital invoice
processing dramatically reduce manual intervention. The prerequisite is a consistent data foundation for
items, suppliers and approval rules.
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