AMPLIFA PROCUREMENT GLOSSARY

Minimum Order Quantity (MOQ): how to
negotiate and manage minimum purchase
guantities correctly

The Minimum Order Quantity (MOQ) is the minimum order quantity that a supplier requires per
order, line item or article. It typically arises from set-up costs, minimum batch sizes in production, or
packaging and transport requirements. For buyers, the MOQ determines whether a procurement
project is economically viable, and it directly influences inventory levels, capital tie-up and
procurement costs. Those who systematically understand, negotiate and, where necessary,
compensate for MOQs can noticeably reduce their Total Cost of Ownership.

Key facts

* The MOQ is the contractually agreed minimum quantity per order or item line.

* The main causes are set-up times, minimum batch sizes, minimum filling quantities (EPrS),
packaging requirements and the supplier's transport optimisation.

 In practice, unit, weight and volume specifications dominate, frequently also stated as a minimum
order value in EUR.

« Excessive MOQs lead to inventory build-up, capital tie-up and, in extreme cases, obsolescence
risks.

* Negotiating levers arise through price tiering, volume splitting, supplier-side stocking or dual
sourcing.

* MOQs should be recorded as part of the supplier contract and reviewed regularly.

Definition: Minimum Order Quantity (MOQ)

The Minimum Order Quantity denotes the smallest quantity or lowest order value at which a supplier will
accept an order. It may relate to a single item, an order line item or the entire order, and is frequently
coupled with lead times or price tiers.

Distinction from similar quantity terms

The MOQ should not be confused with the Economic Order Quantity (EOQ), which derives the optimal
order quantity from inventory and ordering costs, or with the Order Multiple Quantity (OMQ), which
specifies multiples of a packaging unit. In practice, these terms overlap: an MOQ may be defined as a
multiple of a canister packaging unit. The supplier's batch size also influences the MOQ without being
identical to it.

* MOQ: minimum quantity per order or line item
« EOQ: economically optimised order quantity
* OMQ: prescribed pack size increments
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Typical manifestations in practice

MOQs take various forms: as a unit count (common for standard components), as a minimum weight or
volume (typical for raw materials, sheet metal, chemicals), as a minimum order value, or as a
combination of these. For custom parts, the minimum purchase quantity per batch size dominates,
because tooling and set-up costs must be spread across the quantity.

« Unit quantities for catalogue and standard parts

* Weight or volume specifications for raw materials
* Minimum order value for mixed orders

» Batch-size-based MOQs for manufacturing orders

Methods and approach: analysing, negotiating and handling MOQs

A structured approach to MOQs begins with analysing your own demand and ends with a clear
contractual arrangement. In between lie negotiation and operational safeguards.

Demand evaluation as the basis for negotiation

Before any negotiation, annualised demand should be classified using an ABC analysis. A items with
high demand justify renegotiation to reduce the MOQ, while C items are often better bundled. The
purchase requisition (PR) from the user departments provides the quantity data, which the data steward
or master data owner makes meaningful through duplicate checks and consistent item master data (e.g.
via ECLASS).

Deploying negotiation levers strategically

MOQs are negotiable if the supplier knows the underlying cause. With set-up costs, smaller batch sizes
can be achieved for a surcharge or a set-up fee; with minimum batch sizes, bundling several items into
one order helps. Alternatively, the supplier can offer stocking and deliver the goods in smaller partial
quantities as needed, documented via an Advance Shipping Notice (ASN). A direct award with a
long-term purchase guarantee can also justify a lower MOQ.

Operative alternatives when MOQs are inflexible

If negotiation fails, operational options remain: demand synchronisation with production planning, joint
orders from multiple sites or plants, the use of consolidators, or a second supplier with a lower MOQ.
Dual sourcing with a main supplier and a small-quantity supplier is a proven pattern in practice, as is a
written deviation approval for shortfalls on a case-by-case basis.

Key KPIs: making MOQs measurable

MOQs can only be managed if their effects are measurable. The relevant metrics connect the
procurement side with warehousing.

Inventory and capital tie-up metrics

Inventory coverage shows how long the order quantity built up by an MOQ will last; values significantly
above the demand period indicate an oversized MOQ. Capital tie-up is decisive: the average inventory
holding period multiplied by the cost price gives the tied-up working capital per item.
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Process and supplier metrics

The share of orders requiring an MOQ shortfall is an early indicator of negotiation needs. In the Supplier
Scorecard, MOQ flexibility can be tracked as an evaluation criterion. In addition, service level analysis
shows whether high MOQs lead to shortages for other items because the budget is absorbed by
minimum quantities.

Risks and controls: pitfalls of minimum quantities

Unmanaged MOQs cause direct and hidden costs. They range from overflowing warehouses to
worthless residual quantities during product changes.

Obsolescence and scrap

The greatest risk arises with item changes or design changes: a large residual quantity loses its value if
the part is no longer used. Design-to-Value approaches reduce this risk by standardising items and
reducing the number of different parts; fewer items also means fewer MOQ commitments.

Contractual and procedural controls

MOQs belong in the supplier contract, ideally with clauses on quantity adjustments in the event of
demand declines and on purchase obligations. The procurement policy should define who is authorised
to approve MOQ shortfalls. With surcharge components such as the alloy surcharge, coupling to MOQs
can distort price comparisons; here a Total Cost Tree that makes all cost-relevant elements visible helps.

Current developments: MOQs in transition

Digitalisation and changing supply chains are transforming how minimum quantities are handled. Buyers
are gaining leeway, but also face new challenges.

Digitalisation lowers MOQ barriers

Digital marketplaces and platforms enable the aggregation of demand from multiple buyers and thus
smaller effective minimum gquantities. Automated match-and-merge rules in e-procurement bundle
orders from different requisitioners into a supplier-capable quantity. Standardised product data via
ECLASS simplifies the comparison of MOQ terms across suppliers.

Supply chain stress and resilience

Experience from supply shortages has led many companies to accept higher safety stocks, which
makes high MOQs more tolerable in the short term. In the long term, the trade-off between resilience
and capital tie-up remains. Formats such as the Supplier Day or Supplier Innovation Day provide space
to rethink MOQ structures together with strategic suppliers, for example through consignment stock or
quantity flexibility agreements.

Typical metrics

Inventory coverage of affected items: < 3-6 months
Values significantly above this indicate an oversized MOQ

Share of orders with MOQ shortfall: <5 %
Higher values signal a need for negotiation or supplier change
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Capital tie-up through MOQ stock: individual
Inventory holding period multiplied by cost price; manage as working capital per item

Obsolescence share of MOQ stock: <2 %
Keep an eye on worthless residual quantities from minimum purchases

Practical example

A medium-sized mechanical engineering company sourced special screws and small parts from a
single supplier with an MOQ of 500 units per item. With over 200 item numbers, this resulted in an
average inventory coverage of more than two years and recurring obsolescence losses during product
changes.

* ABC analysis across all items with MOQ issues, focusing on A and B items

» Renegotiation with the main supplier: MOQ reduction in exchange for a slightly higher unit price,
secured via a Supplier Scorecard with a flexibility criterion

» Establishing a second supplier with a lower MOQ for small quantities (dual sourcing)
« Consolidation of demand from two plants using match-and-merge rules in the order-to-pay process

Conclusion

The Minimum Order Quantity is more than a formal ordering condition: it determines inventory costs,
capital tie-up and the ability to supply. Buyers who merely accept MOQs forfeit negotiating leverage and
risk obsolescence. A systematic approach combines demand analysis, targeted negotiation, operational
alternatives such as bundling or dual sourcing, and clear contractual arrangements. Those who manage
MOQs as part of a total cost view optimise not only the unit price but the entire supply chain.

Frequently asked questions

What does MOQ mean in procurement?

MOQ stands for Minimum Order Quantity, the minimum order quantity that a supplier requires per order
or per item. It often arises from set-up costs, minimum batch sizes or packaging requirements. Buyers
must take the MOQ into account in demand planning and cost calculation.

Can MOQs be negotiated with suppliers?

Yes, MOQs are generally negotiable, especially at higher annual volumes. Useful arguments include
long-term purchase commitments, bundling multiple items, accepting delivery surcharges or
supplier-side stocking solutions. It is important to understand the underlying cause of the MOQ: set-up
times can be addressed differently from minimum batch sizes.

What can be done if demand is below the MOQ?

Possible approaches include pooling demand across several departments or sites, finding a supplier
with a lower MOQ), buying via distributors or marketplaces, and granting a one-off deviation approval to
go below the MOQ. For recurring small-volume requirements, it is also worth examining whether the
part can be standardised in the design or replaced.

What risks do high MOQs entail?

High MOQs lead to excessive inventory levels, high capital tie-up and obsolescence risk in the event of
product or design changes. In addition, budget consumption through minimum quantities can cause
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shortages for other items. A Total Cost Tree reveals these hidden costs, which are not visible in the unit
price alone.

What is the difference between MOQ and EOQ?

The MOQ is a supplier-side requirement for the minimum quantity, whereas the EOQ (Economic Order
Quantity) is an economically optimised order quantity from the buyer's perspective. In practice, the EOQ
must be aligned with the MOQ: if the MOQ is above the EOQ, excess inventory results; if it is below, the
EOQ can be chosen freely.
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