AMPLIFA PROCUREMENT GLOSSARY

Supplier changeover: how to prepare and
execute a change competently

A supplier changeover refers to the deliberate replacement of an existing supplier with a new
provider for goods, components or services. It can be carried out as a strategic plan, for example to
reduce costs or diversify risk, or it can be forced, for example due to quality deficiencies or
insolvency. If the changeover is carried out in a structured manner — from the cost-benefit analysis
through to the series approval process — supply risks and hidden changeover costs can be
effectively contained.

Key facts

« A supplier changeover encompasses selection, contract handover, technical re-qualification and a
gradual volume transition.

« Typical triggers are price disadvantages, quality problems, delivery unreliability, capacity bottlenecks
or supplier concentration.

» Changeover costs such as tooling transfer, sample testing and ramp-up costs are frequently
underestimated and belong in a cost-benefit analysis.

» A structured transition plan with a dual sourcing phase significantly reduces the risk of failure in
series production.

« Contracts should govern transition and wind-down obligations, tooling ownership and data delivery
before the changeover starts.

» The outcome is usually greater supply security and a better negotiating position — not just a lower
purchase price.

Definition: supplier changeover

A supplier changeover is the orderly replacement of a supplier with a new provider for the same or a
functionally equivalent service. It marks the end of one supplier relationship and the establishment of a
new one, and is therefore more than a single procurement transaction.

Planned changeover versus forced changeover

The planned changeover follows a strategic decision, for example after a tender or as part of supplier
de-risking. The forced changeover arises from events such as insolvency, supply stoppage or serious
quality deficiencies and usually runs under time pressure. Both variants require the same steps but
differ considerably in the timeframe available. A little more lead time typically reduces expedited orders
and ramp-up losses considerably.

» Planned: strategic realignment, cost optimisation, portfolio streamlining
» Forced: insolvency, quality scandal, supply boycott, capacity failure
* Timeframe: planned frequently 6-12 months, forced weeks to a few months
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Distinction from dual sourcing and co-sourcing

In a supplier changeover, a supplier is replaced entirely or predominantly. In dual sourcing, the previous
supplier remains in place and a second one shares the volume. Many companies use the route of
increasing the dual sourcing quota as an interim step before fully relinquishing the previous supplier
later. In practice, this gradual volume shift is often less risky than an abrupt cut-off.

Changeover costs as a decisive factor

Changeover costs include all one-off expenditure for the transition: re-qualification, sample delivery,
tooling transfer, initial sampling, system integration and training. In practice, they frequently lie in the
range of several months' margins of the affected line item. Without placing them in a cost-benefit
analysis, a changeover can quickly appear better on paper than it is economically, particularly with low
annual volumes.

Triggers and decision-making: when a changeover is sensible

A supplier changeover should never be decided emotionally or on the basis of a single poor delivery.
What matters is a structured assessment of performance over a longer observation period.

Use supplier performance evaluation and KPlIs

On-time delivery, lead time variance, complaint rate and price development form the fact-based
foundation. It is often worthwhile pursuing a formal escalation with the existing supplier before initiating
the changeover — particularly when the relationship is long-standing and the market offers few
alternatives. A documented escalation meeting also creates the evidence base for the changeover
vis-a-vis management.

Market and alternatives assessment

Before the changeover, an honest market analysis is essential: how many qualified providers are there,
what capacities are realistically available, what references speak for the candidate? Structured tender
management with a requirements specification and requirements management for technical
specifications delivers comparable bids. A Best and Final Offer (BAFO) at the end of the tender reveals
price negotiation leeway without jeopardising the relationship with the previous supplier in advance.

Decision proposal and risk matrix

The changeover decision should be made as a written proposal with a cost-benefit analysis, risk matrix
and transition plan. The risk matrix assesses supply risk, qualification effort, degree of dependency and
possible reactions from the outgoing supplier. This makes the changeover traceable and enables it to be
justified to the management board or advisory board in the event of a crisis.

Methods and procedure for a supplier changeover

A successful changeover follows a clear phase logic: preparation, selection, qualification, transition and
wind-down of the old relationship.

Phase 1: preparation and requirements specification

First, specifications, volume forecasts from the S&OP cycle, inspection characteristics and logistical
requirements are consolidated. The requirements specification defines which certificates, capacities and
process capabilities the new supplier must meet. At the same time, the contractual situation, tooling
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ownership, drawing rights and outstanding residual stocks at the previous supplier are clarified. This
phase frequently determines the success of the entire undertaking.

Phase 2: selection and qualification

Following the bid evaluation comes technical qualification: supplier audit, sample delivery, initial
sampling and, in mechanical and plant engineering, the series approval process with prototypes, pilot
series and zero series. For critical components, process audits and, where applicable, production
process tests are also required. Volume is only transferred after full approval.

» Supplier audit on site or remote
« Sample delivery with measurement report and first article inspection
* Series approval process with defined inspection steps and approval record

Phase 3: transition with dual sourcing

In practice, the volume transition usually takes place in stages: first secondary quantities, then
increasing shares, while the previous supplier remains as a fallback. An emergency management plan
defines what happens if the new supplier experiences ramp-up problems, for example safety capacity at
the previous partner or predefined expedited orders. This phase only ends once the new supplier has
delivered stably over several cycles.

Phase 4: winding down the old relationship

The exit must be wound down cleanly under contract: handling of residual quantities, return of tooling,
fixtures and drawings, delivery of relevant data, and clarification of warranty and spare parts obligations.
A confidentiality agreement protects commercially sensitive information on both sides. A fair wind-down
preserves the option of using the supplier again later — an often underestimated strategic value.

Key KPIs for steering the changeover

Without measurable KPls, a supplier changeover remains a matter of gut feeling. The following
indicators cover selection, ramp-up and stabilisation.

KPIs in the selection phase

What counts here is bid completeness, price level compared with the cost-benefit analysis, audit rating
and qualification duration. The dual sourcing quota shows how well diversified supply is after the
changeover. For critical materials, dependency should also be assessed per sub-assembly, for example
via a supplier concentration metric.

KPIs during ramp-up and series production

After the changeover, the focus is on on-time delivery, lead time variance, complaint and scrap rates,
and the number of expedited orders required. The ramp-up curve is typically monitored over several
months; a relapse into high variance indicates process instability at the new supplier. For steering
purposes, these values provide the basis for follow-up reviews, escalation or volume expansion.

Risks, contracts and controls during the changeover

Supplier changeovers harbour considerable pitfalls, particularly with critical components and close
value-creation partnerships.
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Typical risks during the transition

Common mistakes are incomplete tooling and data handover, underestimated qualification times,
technical incompatibilities despite formally identical specifications, and aggressive reactions from the
outgoing supplier up to and including supply curtailments. A crisis team with clear responsibilities and
supplier-related crisis communication — for example in the event of termination without notice — prevent
escalations. If in doubt, the separation should be legally reviewed in advance, as wind-down and
damages issues depend heavily on the individual case.

Contractual safeguards for the transition

Important are transition provisions in existing contracts: escalation clauses for conflict cases, defined
transition and de-sourcing obligations, tooling ownership, software and data rights, and the spare parts
situation. For framework agreements with acceptance obligations, residual quantity provisions must be
observed. Consignment agreements must be dissolved in the event of a changeover and stock returned
both physically and in the accounts.

Organisational controls

A project plan with milestones, an approved transition plan and regular status meetings secure
implementation. In complex cases, the changeover resembles an outsourcing transition: dedicated
project management, defined interfaces and documented handover types. Demand aggregation across
multiple sites or plants can help offer the new supplier an attractive overall volume and achieve better
terms.

Current developments: resilience rather than pure cost focus

Supplier changeovers have been considered more strategically in many industries since the supply
disruptions of recent years. Purely price-driven changeovers are losing their appeal, while resilience and
diversification are coming to the fore.

Supplier de-risking and portfolio strategy

Many procurement organisations continuously maintain a risk matrix for critical materials and proactively
assess which line items would be critical in the event of a supplier failure. The supplier changeover
thereby becomes part of ongoing supplier de-risking rather than a reaction to a loss event.
Design-to-cost approaches complement the picture by examining early on whether components can be
designed so that several suppliers are viable.

Digitalisation of the changeover process

Digital supplier portals, eSourcing platforms and automated supplier evaluations noticeably shorten
selection and qualification phases. Data on lead time variance or complaint history can now frequently
be evaluated without manual effort. Sound requirements management remains a prerequisite: without
clearly defined specifications, even the best software cannot replace sound professional
decision-making.

Safety capacity and contractual flexibility

As a result, companies increasingly combine short-term safety capacity with second sources and
long-term changeover options in the main contract. Safety capacity is not always used, but serves as a
fallback and strengthens the negotiating position vis-a-vis the primary supplier. This combination of
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relationship management and willingness to switch shapes modern procurement strategies.

Typical metrics

On-time delivery (new supplier): > 95%
typical target value after completed ramp-up phase

Lead time variance: + 3-5 days
usual tolerance for production parts, tighter for JIT processes

Dual sourcing quota: 20-40%
frequently targeted share of the second source for critical line items

Ramp-up duration to stability: 3—6 months
usual period until stable on-time delivery is achieved

Complaint rate: < 1%
typical benchmark for qualified production parts

Practical example

A medium-sized mechanical engineering company with around 350 employees has been sourcing a
complex milled part from a single supplier for years. After increasing lead time variance and several
complaints, the head of procurement decides on a managed changeover. First, a requirements
specification is drawn up covering all technical and logistical requirements, followed by a tender
management process with four candidates. After audits, sample delivery and a completed series
approval process, the new supplier takes over the volume in stages over six months, while the previous
partner is retained contractually as a fallback with reduced safety capacity. After one stable quarter, the
old relationship is ended fairly, with tooling and drawings fully returned.

* Requirements specification and tender with structured tender management

* Audit, sample delivery and series approval process before volume transfer

» Staged transition with dual sourcing over six months

- Safety capacity at the previous supplier as an emergency management fallback

Conclusion

A supplier changeover is a strategic project, not a simple ordering process. What matters are a
fact-based assessment of triggers, a realistic cost-benefit analysis including changeover costs, and a
staged transition with dual sourcing. Contractual clarification of tooling, data and wind-down obligations
before the start saves later conflicts. With clear project management, defined KPIs and an emergency
management plan, the changeover can be kept under control. Those who actively maintain their
changeover options improve not only costs and quality, but also their own negotiating position and
supply resilience on a lasting basis.

Frequently asked questions

How long does a supplier changeover take in industry?

For simple trading articles, a changeover is possible within a few weeks. For technical components
requiring drawing or process approval, it typically takes 6 to 12 months in practice, including audit,
sample delivery and series approval. For critical materials subject to certification requirements, the
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process can take considerably longer. The transition period should be calculated realistically in planning,
not compressed.

What does a supplier changeover cost?

The costs consist of one-off items such as re-qualification, sample testing, tooling transfer and system
integration, as well as ongoing additional costs during the ramp-up phase. Changeover costs often lie in
the order of magnitude of several months' margins of the affected line item. A sound cost-benefit
analysis before the decision is therefore indispensable. General statements are difficult, as industry,
complexity and volume vary considerably.

Can a supplier block or prevent a changeover?

The supplier cannot prevent the customer from switching, provided contractual notice and acceptance
obligations are observed. However, they can make the transition practically more difficult, for example
through delays in tooling returns, data handover or delivery of residual quantities. For this reason,
transition and handover obligations should be fixed contractually. In the case of disputed points, a legal
review is recommended on a case-by-case basis.

How do | terminate a supplier correctly?

The basis is the contractual notice provisions: notice periods, form (frequently written form), acceptance
obligations for residual quantities and wind-down obligations. For framework agreements with call-offs,
outstanding call-offs need to be considered separately. Termination without notice generally requires a
material breach and should be legally reviewed before it is issued. Documented performance
deficiencies significantly strengthen your position in a dispute.

What is the difference between a supplier changeover and dual sourcing?

In a supplier changeover, a new supplier replaces the previous one entirely or predominantly. In dual
sourcing, both suppliers remain in place and share the volume, typically governed by a dual sourcing
quota. Dual sourcing carries less risk but is more expensive, as no supplier can fully exploit economies
of scale. Many companies use dual sourcing as an interim step towards a later complete changeover.

When is a supplier changeover sensible and when is it not?

It makes sense in cases of persistent performance deficiencies, clear price disadvantages, high supplier
concentration or strategic reasons such as regionalisation. It is unfavourable with low volumes and high

changeover costs, when only short-term problems exist, or when no qualified alternatives are available.

What matters is a structured assessment covering on-time delivery, quality and total cost of ownership —
not the impression from individual incidents.
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