
PROCUREMENT GLOSSARY

Non-Disclosure Agreement (NDA):
Making confidentiality binding in
industrial procurement
A Non-Disclosure Agreement (NDA), also known as a confidentiality agreement, is a contract

that governs the handling of confidential information between business partners. In industrial

procurement, the NDA is often the first contractual building block before technical drawings,

bills of materials or commercial terms are exchanged. It protects know-how, provides legal

certainty for planning and is what first enables an open dialogue with potential suppliers.
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Key facts at a glance

01 An NDA defines which information is confidential, how it may be used and protected,

and when it must be returned or destroyed.

02 In procurement, a distinction is typically made between one-way, mutual (two-way) and

multilateral agreements.

03 The term is often between two and five years in practice, with the confidentiality

obligation frequently running two to ten years beyond the end of the contract.

04 NDAs are standard before tenders, prototype builds, toll manufacturing or joint

development projects.

05 In the event of breaches, contractual penalties or damages claims are possible;

enforceability should be reviewed case by case.

06 The NDA is part of contract management and closely interlinked with the tender

schedule, contract negotiation and supplier management.

Definition: Non-Disclosure Agreement (NDA)

A Non-Disclosure Agreement is a contract under the law of obligations in which the contracting parties

define confidential information and bindingly govern its use, disclosure and protection. It establishes a

contractual duty of confidentiality independent of statutory secrecy provisions and enables contractual
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sanctions in the event of a breach.

Distinction from other types of contract

The NDA is not a framework agreement for deliveries but a preliminary or accompanying stage to the

actual business. It typically comes into force before a delivery call-off contract, purchase order or

development agreement and remains in force alongside them. While a procurement contract primarily

governs prices, volumes and delivery terms, the NDA protects the exchange of information before,

during or ahead of the business. It also continues to apply after failed negotiations, underscoring its

preventive character.

Typical areas of application in procurement

In the industrial environment, the NDA accompanies practically every process involving sensitive

information: awarding manufacturing contracts with design-sensitive drawings, tenders within a tender

schedule, joint developments, audit and supplier evaluation processes, or due diligence reviews. An

NDA is also customary when exchanging cost structures in supplier management or negotiating toll

manufacturing. It protects both technical data and commercial information such as prices, volumes or

supplier terms.

Types and contractual components of an NDA

NDAs differ according to the direction of information flow and the depth of content. Procurement should

select the appropriate form depending on the use case rather than using a one-size-fits-all template for

every purpose.

One-way, mutual and multilateral NDAs

In a one-way NDA, only one party, usually the supplier, is obliged to maintain confidentiality, for

example when a client transmits drawings for quotation costing. The mutual variant is standard when

both sides contribute know-how, for example in joint development or innovation management in

procurement. Multilateral NDAs are used in consortia or in tier-n transparency projects with multiple

partners and require particular care in assigning information to authorised recipients.

Key provisions in detail

A fit-for-purpose NDA typically contains the following components:

Definition of the confidential information, usually including written and orally disclosed information

with subsequent written confirmation

Purpose limitation: use only for the defined project or the service under enquiry

A limited circle of recipients, defined by name or function, with disclosure obligations down to

subcontractor level

Protective measures, return and destruction obligations, and exceptions such as previously known,

independently developed or legally disclosable information
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Term of the agreement and an enduring confidentiality period, often two to ten years depending on

sensitivity

Contractual penalties and jurisdiction

Many NDAs provide for a flat-rate contractual penalty per breach, in practice often in orders of

magnitude from several thousand to several hundred thousand euros depending on the protection

requirement. Damages claims remain possible in addition. For international sourcing, jurisdiction,

governing law and, if applicable, arbitration clauses should be chosen deliberately, as enforceability in a

dispute depends on the chosen legal system. The specific design should be legally reviewed in each

individual case.

Methods and approach: steering the NDA process in
procurement

The professional handling of NDAs follows a standardised process that does not leave confidentiality to

chance while not slowing down the procurement process.

Needs assessment and standardisation

Before every enquiry, it should be checked whether information requiring protection is actually being

exchanged; for standard parts without sensitive know-how, an NDA is often unnecessary effort. For

recurring cases, a tiered set of standard NDAs is recommended: a light version for the quotation phase,

a mutual one for development projects, and an extended version with subcontractor provisions for toll

manufacturing. Standardisation significantly shortens contract negotiation and creates uniform

expectations in supplier management.

Integration into tendering and award

In the tender schedule, the item 'NDA completed' should be a milestone before confidential documents

are released. The enquiry package (tender) includes the NDA as a mandatory document; quotations

without a signed NDA are not supplied with sensitive data. Key point: participation competitions and

supplier pre-qualification can also be combined with a framework NDA so that several potential bidders

can be approached in parallel and with legal certainty.

Organisation and documentation

NDAs must be versioned, given deadlines and stored in a findable way, ideally in the e-procurement or

contract management system. Responsibilities should be clear: who signs, who manages deadlines,

who informs upon expiry or project completion? Otherwise, an incomplete NDA overview endangers

compliance and delays follow-up projects.
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Key KPIs for steering NDA management

Confidentiality can also be measured. The following metrics help to monitor process quality and

compliance in NDA management; benchmark values serve as guidance and are industry-dependent.

Process and turnaround metrics

Key metrics are the turnaround time from enquiry to signature, the proportion of NDAs already in place

when reusing the same supplier, and the proportion of standardised templates requiring no negotiation.

If the turnaround time is typically under one week in a well-organised process, the process is set up

efficiently. A high proportion of negotiated individual clauses indicates unsuitable templates.

Compliance metrics

Also relevant are the number of documented breaches, the proportion of material returned or destroyed

on time after project completion, and the coverage rate: what proportion of confidentiality-relevant

enquiries actually ran under an active NDA? A high coverage rate close to 100 per cent is the goal;

gaps must be analysed as process deviations.

Risks and controls for confidentiality agreements

A signed NDA does not automatically provide protection. Risks arise from weak clauses, poor

implementation in day-to-day business and dependence on third parties in the supply chain.

Content weaknesses and gaps

Common mistakes: overly vague definitions of information, missing purpose limitation, no provisions for

subcontractors and second-tier suppliers, confidentiality periods that are too short, or missing return

obligations. With international partners, enforceability can be practically difficult despite the clause, for

example where the counterparty has no assets or the jurisdiction is abroad. Supplementary technical

protective measures such as data rooms, watermarks and access rights can support the contractual

level.

Controls and compliance in day-to-day business

Effective control means: marking sensitive documents, restricting the transmission route, documenting

the documents handed over and proving destruction. In audits and supplier sanctions screening, the

confidentiality check can be combined with further compliance checks. Even in the event of order

cancellation or abandoned projects, return and deletion should be actively demanded and

documented. Otherwise, a lack of control renders even the best clause worthless.

Current developments: NDA management in transition

Digitalisation, supply chain transparency and international sourcing are noticeably changing the

handling of confidentiality agreements.
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Digital contract management and e-signature

More and more companies manage NDAs in contract management systems with automatic deadline

warnings and use qualified electronic signatures to speed things up. This shortens cycles in supplier

management and reduces the risk of expired agreements. AI-supported clause review can flag

deviations from standard templates but does not replace a legal review of each individual case.

Supply chain transparency and international sourcing

Nearshoring, new suppliers in third countries and increasing requirements for tier-n transparency

increase the need for cleanly regulated information exchange: anyone demanding transparency across

the supply chain is simultaneously disclosing sensitive structural data. At the same time, data

protection and compliance requirements are growing, so that NDAs, data protection agreements and

supplier sanctions screening increasingly need to be considered together. The legal assessment

remains case-dependent.

Typical metrics

Metric Typical value

NDA turnaround time < 1 week

Time from enquiry to signature; benchmark for efficient processes

Coverage rate for confidential
enquiries

100 %

Proportion of enquiries with sensitive data under an active NDA

Degree of standardisation > 80 %

Proportion of NDAs on a standard template without content

negotiation

Documented breaches 0 per year

Target value; every case must be analysed as a compliance matter

Practical example

A mid-sized mechanical engineering company is placing the manufacture of a new gearbox housing

with sensitive design data and wants to approach three potential suppliers in parallel. To date, drawings

have been sent sometimes without any agreement and sometimes under laboriously negotiated

individual contracts. The company therefore introduces a tiered NDA set and anchors the agreement as

a milestone in the tender schedule.

Standardised mutual NDA with subcontractor clause and a five-year confidentiality period

NDA signature as a mandatory step before drawings are released in the enquiry tool

Documented handover lists and proof of destruction after project completion

Quarterly review of active NDAs with deadline monitoring in the procurement team
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Conclusion

In industrial procurement, the NDA is not a mere formality but a strategic protection instrument for

know-how, commercial terms and competitive advantages. It is what enables open exchange with

suppliers in the first place, for example before tenders, development projects or toll manufacturing

ventures. What matters are the right type of contract, sound core provisions and consistent

implementation in day-to-day business. Anyone who standardises and makes their NDA processes

measurable saves negotiation time and reduces compliance risks. In combination with contract

negotiation, supplier management and the tender schedule, the confidentiality agreement is thus part

of the basic toolkit of every technical buyer.

Frequently asked questions

? What does NDA mean in procurement?

NDA stands for Non-Disclosure Agreement, in German Geheimhaltungs- oder

Vertraulichkeitsvereinbarung (confidentiality agreement). In procurement, it governs the handling of

confidential information such as drawings, bills of materials, prices or know-how that is shared with

potential or existing suppliers. It is typically the first contractual agreement before an enquiry,

prototype build or development project.

? When does procurement need an NDA?

An NDA makes sense as soon as information requiring protection is exchanged, for example

technical documents for quotation costing, cost structures, production data or innovation ideas. For

pure catalogue parts with no sensitive content, it is usually unnecessary. Before tenders, audits,

joint developments and toll manufacturing, it is standard practice.

? How long does the confidentiality obligation in an NDA last?

The term of the agreement itself is often between two and five years. The confidentiality obligation

for information already disclosed often runs beyond this, in practice typically two to ten years after

disclosure or the end of the contract. The specific duration depends on the sensitivity of the

information and should be defined case by case.

? What happens if an NDA is breached?

In the event of a breach, contractual penalties, damages claims and, where applicable,

cease-and-desist claims may apply. Many NDAs provide for flat-rate penalties per breach. Actual

enforceability depends on provability, the chosen governing law and the solvency of the other party;

a legal review of each individual case is advisable.

? One-way or mutual NDA – what is the difference?

In a one-way NDA, only one party is obliged to maintain confidentiality, for example the supplier

receiving drawings for costing purposes. The mutual (two-way) NDA binds both parties and is

standard when both sides contribute know-how, for example in joint developments. Multilateral
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NDAs govern confidentiality among more than two parties, for example in consortia.

? Can an NDA be amended or terminated later?

Yes, NDAs can be amended, extended or terminated by mutual consent; such changes should be

documented in writing. Expiry date and confidentiality period must be considered separately: even

after the agreement ends, the confidentiality obligation for information already disclosed usually

remains in force. Exceptions such as publicly known or already familiar information remain

unaffected.

Find the right suppliers on Amplifa

Verified industrial suppliers in Germany, Austria and Switzerland. Describe your requirement and

receive comparable offers.
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