AMPLIFA PROCUREMENT GLOSSARY

Supplier migration: changing supply sources
deliberately and controlling risks

Supplier migration refers to the planned transfer of procurement volumes or manufacturing orders
from one supplier to another, for example from an incumbent supplier to a second source, to a
location abroad or back in-house. It is a classic instrument of sourcing strategy and serves cost
optimisation, risk diversification and supply security. If the migration is not structured properly,
quality problems, delivery delays and hidden retooling costs threaten. A disciplined process with
clear milestones is therefore essential.

Key facts

« Supplier migration is the planned transfer of volume or parts of the range from one supplier to
another.

« Typical triggers are price disadvantages, supply failures, capacity bottlenecks, geopolitics or strategic
realignment.

* The process often follows a sourcing pipeline with shortlist, qualification, sample submission and
series ramp-up.

 First Article Inspection (FAI) and Initial Sample Inspection Report (ISIR) are standard evidence
before series release.

« In practice, a migration for complex components typically takes several months to more than a year.

» A second source threshold helps define volume thresholds for suppliers early and limit
dependencies.

Definition: supplier migration

Supplier migration is the deliberate, controlled transfer of procurement volume, tools or manufacturing
processes from one supplier to another supplier or location. It differs from a pure supplier changeover in
that capacities, tools, drawings and processes usually move with it.

Distinction from a supplier changeover

A simple supplier changeover often only concerns concluding new framework agreements for identical
services. In a migration, by contrast, tools, fixtures, inspection equipment and qualification documents
often migrate as well. This increases the effort, but also the leverage on costs and risk profile. Buyers
should cleanly separate both scenarios in the material group hierarchy, as different release levels apply.

Directions of migration

Migrations take place in various directions: nearshoring moves production closer to one's own location,
offshoring to lower-cost regions, onshoring back onshore or into in-house production. Migration within a
supplier network, for example between plants of the same supplier, is also common. Each direction has
its own cost, risk and qualification profile and requires its own cost driver analysis.

Amplifa Marketplace - Procurement glossary amplifa-marketplace.com/en/glossary/lieferantenverlagerung



Triggers and objectives of the migration

Supplier migrations almost always have measurable objectives. Without clear target criteria, the decision
quickly becomes emotionally or politically motivated and later costs dearly to correct.

Cost and price reasons

The most common trigger is a persistent price discrepancy, which becomes visible in the planned-actual
price comparison. Should-costing helps derive the fair cost level of a component and conduct
negotiations before volume is migrated. Missing volume rebate agreements or unfavourable early
payment discount calculations can also make a migration economically viable. What matters is a total
cost assessment including retooling, sample submission and logistics.

Risk and supply reasons

Failure risks, single-source dependencies or geopolitical uncertainties force companies to diversify. In
risk management, every critical source is assessed and documented in the risk register. A defined
second source threshold specifies from which volume a second source is established. This makes it
possible to ensure delivery reliability even in the event of failures.

Strategic and operational reasons

Strategically, technology access, sustainability requirements or location policy decisions play a role.
Operationally, capacity bottlenecks, chronically poor schedule adherence or quality problems trigger the
migration. Own demand fluctuations also play a role: insights from demand sensing and sales and
operations planning show early whether existing capacities will suffice in future.

Methods and approach of the migration

A successful migration follows a structured sequence from analysis to series ramp-up. Ad-hoc
changeovers without qualification frequently result in failure costs that exceed the targeted savings.

Analysis and tender

At the beginning are cost driver analysis, volume planning and a clean specification definition. Through
a structured enquiry with an evaluation matrix, candidates are assessed objectively — alongside price,
quality, capacity, logistics links and development competence count. The sourcing pipeline documents
status and responsibilities for each candidate. Tool rotation aspects, i.e. ownership, location and transfer
of existing tools, must be clarified early.

Qualification and sample submission

Before series start, technical qualification takes place: First Article Inspection (FAI) and Initial Sample
Inspection Report (ISIR) demonstrate that the new supplier reliably masters the required characteristics.
For safety-relevant parts, graduated release levels are common. Unclear points are resolved in a
structured clarification round before volumes are released. Measurement equipment correlation and
joint measurement schedules reduce later friction losses.

Series ramp-up and volume transfer

Volume transfer takes place in stages: first pilot volumes, then increasing shares, until the old supplier is
starved of volume or ends as planned. For critical phases, intensified workflow rules (P2P) apply so that
orders, approvals and invoices run without interruption. A defined escalation process governs who
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decides on disruptions during ramp-up and within what deadline. The old source should not be
terminated abruptly as long as the security of supply has not been demonstrated.

Key KPIs and success measurement

Supplier migrations must be made measurable, otherwise savings remain mere claims. The relevant key
figures cover costs, delivery reliability and quality.

Financial key figures

Key figures are realised cost savings against baseline, one-off retooling and qualification costs, and the
payback period of these investments. A planned-actual price comparison after six to twelve months
shows whether the calculated savings actually materialise. Transport and customs costs must also be
included, as they often tip the calculation in offshoring.

Delivery and quality key figures

During and after the migration, intensified targets apply: delivery reliability (service level), on-time and
in-full delivery (schedule adherence), scrap and complaint rates, and the number of open sample
submission items. In practice, target values for delivery reliability among well-established series
suppliers are typically above 98 per cent. During ramp-up, transition values with tolerances are sensible
so that not every deviation triggers an immediate escalation.

Process and risk indicators

In addition, it is worth monitoring cycle times in the approval process, the proportion of milestones
completed on time and the currency of the risk register. These indicators show early whether the
ramp-up plan remains realistic. A regular planned-actual comparison in joint status meetings keeps alll
parties on track.

Risks and controls during migration

The greatest risks lie less in price negotiation than in the transition. Those who neglect controls here
pay the savings back through quality issues, tool rotations and downtime.

Quality and technology risks

A new supplier rarely masters the tolerance and material requirements from day one. Binding sample
submission with FAI and ISIR, defined inspection plans and clear documentation obligations are
mandatory. For complex components or tool rotation, data governance should be ensured: drawing
statuses, change history and inspection equipment must arrive at the new supplier in a version-secure
manner.

Supply and contract risks

During the transition phase, two sources carry volume in parallel — capacity planning and slot booking
for transports must be coordinated accordingly. Contracts with the old source should govern transition
periods, tool release and spare parts supply. Discretion and a controlled communication plan prevent
the departing supplier from reprioritising at short notice. Legal matters such as warranty, confidentiality
and tool ownership should be reviewed by lawyers on a case-by-case basis.
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Organisational controls

Effective measures include fixed steering committees, binding workflow rules (P2P) for the transition
phase and a clear escalation process with defined decision-makers. Ramp-up risks are maintained in
the risk register with owners and deadlines. After the series ramp-up, the new source is included in
ongoing supplier evaluation and risk management.

Current developments and digitalisation

Supplier migrations are being made faster and more plannable by digital tools and changed framework
conditions, but also more complex.

Data-driven decisions

Structured master data and a well-maintained data catalogue make it possible to systematically identify
material groups relevant for migration rather than relying on individual initiatives. Demand sensing
refines the volume forecast and prevents over- or under-capacity at the new supplier. Linking to sales
and operations planning ensures that migrations run in sync with production planning.

Resilience and regionalisation

Supply chain laws, trade conflicts and pandemic experiences have significantly strengthened
regionalisation and dual sourcing. In practice, many companies aim for a minimum migration of critical
volumes to second sources without fully giving up the cost advantage of the primary source.
Sustainability requirements and supply chain documentation thereby become an integral part of supplier
qualification.

Faster qualification

Digital platforms for enquiries, document exchange and measurement data transmission shorten the
qualification phase. Standardised FAI and ISIR formats and electronic releases reduce media
discontinuities. Nevertheless, technical sample submission for demanding parts remains the time-critical
path — here, early supplier involvement determines the overall duration.

Typical metrics

Delivery reliability (service level): > 98 %
typical target value for established series suppliers

Schedule adherence: > 95 %
on-time and in-full delivery; assess with tolerances during ramp-up

Realised cost savings: typically 3—15 %
against baseline including logistics; check price in planned-actual comparison

Sample approval rate (FAI/ISIR passed): > 90 % on first pass
indicator of supplier qualification quality

Practical example

A mid-sized mechanical engineering company was solely dependent on one European supplier for a
precision-manufactured gearbox component. After two supply failures and rising prices, the company
decided to establish a second source in the region and in the long term to migrate 60 per cent of the

Amplifa Marketplace - Procurement glossary amplifa-marketplace.com/en/glossary/lieferantenverlagerung



volume.

» Cost driver analysis and should-costing to set the target price before the enquiry

» Structured tender with evaluation matrix and a tool rotation concept for the existing injection
moulding or clamping tools

* Qualification via FAI and ISIR with phased series release and pilot volumes of initially 10 per cent

* Volume transfer in four stages with weekly planned-actual comparison and a defined escalation
process

Conclusion

Supplier migration is an effective but demanding instrument of procurement strategy. It only pays off if
objectives are measurably defined, the transition is managed in a structured way and technical
qualification is carried out consistently. Those who consider costs only on paper lose the savings during
ramp-up. With a clear sourcing pipeline, clean release documentation and intensified transition KPIs, the
risk can be kept manageable. The result is a more resilient supplier network with better cost and risk
structures.

Frequently asked questions

What does supplier migration mean?

Supplier migration refers to the planned transfer of procurement volumes, tools or manufacturing orders
from one supplier to another or to a different location. It goes beyond a simple supplier changeover
because capacities and qualifications migrate along with it. The objectives are usually cost, risk or
supply advantages.

How long does a supplier migration take?

This depends heavily on the complexity of the parts. For simple trading articles, a few weeks are
realistic in practice; for inspected series parts with sample submission, typically several months to more
than a year. FAI, ISIR and ramp-up phases determine the critical path.

What reasons argue for a supplier migration?

Typical triggers are price disadvantages, supply failures, capacity bottlenecks, single-source risks,
geopolitical uncertainties or quality problems. Strategic objectives such as regionalisation or
sustainability requirements also play a role. What matters is a total cost assessment rather than a pure
price comparison.

How does a supplier migration work in practice?

The process comprises analysis, a tender with evaluation matrix, supplier qualification, sample
submission with FAI and ISIR, a phased volume transfer and series ramp-up with intensified controls. An
escalation process and clear workflow rules accompany the transition phase. Only after stable delivery
performance is the old source fully starved of volume.

What risks are involved in a supplier migration?

The greatest risks are quality problems during ramp-up, supply gaps during the transition, hidden
retooling and logistics costs, and disputes over tool ownership and drawing statuses. Controls such as a
risk register, defined release levels and data governance significantly reduce these risks. Legal issues
should be reviewed on a case-by-case basis.
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What is the difference between supplier migration and dual sourcing?

Dual sourcing means permanently qualifying two suppliers in parallel and sharing volume. Supplier
migration can prepare dual sourcing, but initially aims at transferring volume from one source to another.
In practice, many migrations follow a phased model with temporary dual supply.
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