AMPLIFA PROCUREMENT GLOSSARY

Outsourcing transition: structuring the
handover of services to external providers

The outsourcing transition is the structured transfer of processes, manufacturing services or entire
functional units from a company to an external service provider or supplier. It covers all phases
from preparation through knowledge and resource transfer to stable series support. For technical
buyers, it is a critical intervention in the supply chain that directly influences quality, cost and
delivery reliability.

Key facts

* The outsourcing transition describes the regulated handover of services to an external partner and is
far more than merely signing a contract.

« Typical phases are due diligence, planning, knowledge transfer, parallel operation, cut-over and
stabilisation.

 In practice, a transition for manufacturing services frequently takes six to eighteen months,
depending on complexity and degree of regulation.

» Core risks are quality deterioration, loss of knowledge and supply failures during the transition
phase.

« Service Level Agreements (SLAS), defined series approvals and clear governance structures are the
most important control instruments.

« Economic success is typically measured using total cost of ownership, delivery service level and
procurement ROI.

Definition: outsourcing transition

The outsourcing transition is the managed handover process in which a previously internally delivered
service — such as a manufacturing operation, an assembly step or an entire procurement function — is
transferred to an external provider. It is the implementation phase between the negotiation and
decision-making phase of an outsourcing project and stable operation at the new partner.

Distinction from supplier migration

While supplier migration describes the change between two existing suppliers, the outsourcing transition
additionally involves the transfer of internal resources, equipment, tooling and know-how to a newcomer
to the supply chain. The two projects are methodologically similar, but in a transition additional issues
frequently need to be regulated, such as staff transfer, asset transfer and contractual arrangements with
works security and the works council. Buyers should keep the two terms clearly apart, as task planning,
risk management and cost effort differ.

Position in the procurement process

The transition typically follows the sourcing phase with tender, contract conclusion and a flexible price
structure, for example with price bands/corridors for fluctuating volumes. It is closely linked to the
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transfer of work, i.e. the formal transfer of work content and responsibility. The transition is only
considered complete after successful series approval at the new partner; ongoing steering via
governance in category management then begins.

Phases and approach of an outsourcing transition

Proven transitions follow a phase-led plan with clear milestones, responsibilities and exit criteria per
phase. A recognised approach significantly reduces the risk of failure and creates transparency for
management and the works council.

Preparation and due diligence

Before the actual transfer, processes are documented, statements of work are refined and the target
provider is assessed. Due diligence covers capacities, certifications, financial stability and references.
Buyers should also conclude confidentiality agreements here to protect drawings, formulations and
know-how. A detailed statement of work is the basis for transparent prices and later claim management.

Knowledge transfer and parallel operation

During the handover phase, manufacturing documentation, inspection instructions, special tooling and
informal process knowledge are transferred. Parallel operation, in which old and new supply run
simultaneously for a period, has proven its worth. This allows goods-in processing time and quality at
the new provider to be measured before internal production is wound down. In practice, the duration of
this step is frequently put at four to twelve weeks per component group.

Cut-over and stabilisation

The cut-over is the switching point at which the external partner takes over full supply. This is followed by
a stabilisation phase of typically three to six months with increased control frequencies, a tight feedback
loop and documented lessons learned. Only once defined KPIs — such as delivery service level and
scrap rate — have been achieved is the transition formally completed and moved into regular supplier
operation.

Key KPIs and controlling of the transition

Without measurable metrics, a transition remains guesswork. Proven metrics combine delivery, quality
and financial perspectives and are recorded as a baseline before the cut-over.

Delivery and quality metrics

Key metrics are delivery reliability, goods-in processing time, first-pass/series approval rate and scrap
share. In practice, target values of over 95 to 98 per cent are set for the delivery service level; the actual
target depends on industry and criticality. In regulated industries such as medical technology or
automotive, process audits and PPAP-style approval documentation are also common.

Financial metrics

Economically relevant are the total cost of ownership of the outsourced service, internal overhead
savings and the procurement ROI of the project. Working capital management also deserves attention:
changed payment terms, changed payment mechanics such as the payment run and DPO effect
simulation alter liquidity and balance sheet metrics. Buyers should quantify these effects before the
cut-over and report them to management.
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Logistics and process metrics

In addition, logistics costs per unit, transport routes, inventory levels at the new partner and response
time to call-offs should be monitored. For call-off orders with short lead times, the new partner's delivery
capability determines the stability of the entire supply chain. These metrics later feed into the scorecards
of supplier management.

Risks and controls during the transition

The transition phase is the riskiest phase of an outsourcing project, both commercially and
operationally. A structured risk management with clear controls and escalation paths is therefore
indispensable.

Quality and knowledge risks

The most common mistake is incomplete knowledge transfer: implicit process knowledge of
experienced employees is lost, and the new partner initially produces with increased scrap.
Countermeasures are structured handover documentation, train-the-trainer concepts, qualification plans
and defined series approval criteria. A fiscal or technical inspection of the first lots additionally
safeguards quality.

Contractual and compliance risks

Contracts should contain SLAs with measurable service levels, consequences in the event of breach
and clear governance. Compliance aspects such as export controls, product safety, occupational health
and safety and procurement compliance — for instance supply chain due diligence obligations — must be
contractually anchored. Legal details such as employment law, taxes or the transfer of contracts and
licences are highly case-specific and should be professionally reviewed before implementation.

Dependency and fallback risks

A fully outsourced process creates dependency. Sensible measures include fallback plans, agreed
substitute capacities, defined exit and repatriation options. For critical components, a second-source
strategy or at least a qualified alternative supplier is recommended. Protection against the provider's
reuse of know-how also belongs in risk management.

Current developments and trends

Outsourcing transitions are becoming more digital, more data-driven and more geopolitically sensitive.
Buyers are continuously adapting their transition methodology to new framework conditions.

Digitalisation of the handover

Supplier portals, shared data rooms and standardised interfaces accelerate the handover of drawings,
bills of materials and inspection plans. Standardisation of data formats and processes significantly
reduces friction losses. Al-supported analysis of transition metrics helps identify early warning signals
more quickly during the stabilisation period.

Resilience and nearshoring

Disruptions in global supply chains have partially shifted global sourcing towards regionalisation.
Transitions to providers in closer geographic proximity shorten transport routes, reduce logistics costs
and simplify audits. At the same time, the quality and wage expectations of target providers are rising,
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requiring careful due diligence and realistic cost expectations.

Sustainability and regulation

Emissions balances, energy efficiency and supply chain due diligence obligations are increasingly
becoming part of the transition. When assessing the target provider, buyers examine CO intensity,
labour standards and traceability alongside cost and quality. These aspects flow into the contracts and
later scorecards.

Typical metrics

Delivery service level (OTIF): > 95-98 %
typical target value in stable operation after transition

Goods-in processing time: < 24-48 h
usual benchmark for standardised goods-in processes

Scrap rate: <1 %
industry-dependent; significantly stricter for critical parts

Transition duration: 6-18 months
usual range for manufacturing services depending on complexity

First pass yield at series approval: > 95 %
approval criterion before complete cut-over

Practical example

A medium-sized mechanical engineering company with around 400 employees migrated the machining
of gearbox components to a contract manufacturing partner. The project was managed as a formal
outsourcing transition over nine months: after internal due diligence and contract conclusion with
defined SLAs, a twelve-week knowledge and tooling transfer followed. Six weeks of parallel operation
secured supply before internal production was gradually wound down.

* Detailed statement of work for around 60 component families including inspection plans and special
tooling

« Parallel operation with weekly KPI review of delivery reliability, scrap and goods-in processing time

« Formal series approval per component group as a cut-over prerequisite

 Stabilisation phase with monthly joint business review and documented lessons learned

Conclusion

The outsourcing transition determines whether an outsourcing project actually delivers its promised
savings. It requires a clear phase logic, measurable KPIs, contractually anchored SLAs and active risk
management during the handover. Buyers who take knowledge transfer, series approval and
stabilisation seriously avoid the typical quality and supply failures of the transition phase. Supplemented
by digital tools and regular governance meetings, the transition turns from a risk case into a plannable
project. Those who structure the handover create the basis for a long-term, economically viable
partnership with the new provider.
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Frequently asked questions

What is an outsourcing transition?

The outsourcing transition is the structured handover process in which an internally delivered service is
transferred to an external provider. It covers planning, knowledge transfer, parallel operation, cut-over
and stabilisation. It is only considered complete once defined KPIs have been achieved and formal
series approval has been granted.

How long does an outsourcing transition take?

In practice, transitions for manufacturing services frequently take six to eighteen months, depending on
complexity, degree of regulation and the number of components. The handover phase per component
group typically takes four to twelve weeks. This is usually followed by a stabilisation phase of three to six
months.

What risks are associated with an outsourcing transition?

The greatest risks are quality deterioration, loss of knowledge, supply failures and unplanned additional
costs during the transition phase. Further risks concern data protection, protection of know-how and
compliance requirements. Countermeasures include detailed handover documentation, SLAs, parallel
operation and a fallback plan.

Which KPIs are suitable for steering a transition?

Proven measures are on-time-in-full delivery (OTIF), goods-in processing time, scrap rate, total cost of
ownership and procurement ROI. These KPIs should be recorded as a baseline before the cut-over so
that improvements are measurable. During the stabilisation phase they are usually reviewed weekly or
monthly.

What should be included in a transition contract?

Core components are a precise statement of work, SLAs with measurable target values, pricing
arrangements such as price bands/corridors, confidentiality clauses and defined governance. Added to
this are exit and repatriation options as well as compliance requirements. Legal details are case-specific
and should be professionally reviewed.

What is the difference between outsourcing and supplier migration?

In outsourcing, a service moves for the first time from internal delivery to an external provider, whereas
in supplier migration an already external service changes supplier. The two projects are
methodologically very similar. However, an outsourcing transition is preceded by additional steps such
as staff transfer and asset transfer.
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