AMPLIFA PROCUREMENT GLOSSARY

Ramp-Down Management: Ending the
Product Ramp-Up in a Controlled Manner and
Mastering Phase-Out Phases

Ramp-down management refers to the structured planning and control of the phase-out of a
product or product family up to its final cessation of production. For buyers and supply chain
managers, it is the counterpart to ramp-up: material inventories, supplier contracts, tools and spare
parts commitments must be reduced in line with declining demand. If this fails, obsolete inventories
arise, return claims are lost and supplier relationships are strained. A well-organised ramp-down
management, by contrast, secures delivery capability for residual quantities while keeping capital
tied up to a minimum.

Key facts

* Ramp-down management controls the orderly phase-out of a product from the phase-out notification
to the final delivery.

« Central objectives are the avoidance of obsolescence (outdated material), the safeguarding of spare
parts supply and the reduction of payables.

« Typical phases are the last-buy decision, end-of-production, service phase and end-of-life.

* A last-time buy determines the quantity in which a material is procured for the last time, frequently
based on spare parts forecasts.

» Key metrics are the obsolescence rate, residual inventory value, spare parts delivery service level
and reduction of payables.

« Contractual instruments such as take-back clauses, indemnity commitments and defined call-off
profiles should already be agreed at order placement.

Definition: Ramp-Down Management

Ramp-down management encompasses all organisational, contractual and logistical measures for the
orderly termination of production and supply of a product. It typically begins with the official phase-out
notification (end-of-life announcement) and ends with the delivery of the final unit and the transition to
the service or spare parts phase.

Distinction from Ramp-Up

While the ramp-up organises the launch of production and the supply chain with increasing volumes, the
ramp-down reverses this logic: volumes, inventories and capacities are gradually scaled back. The
challenge lies in the fact that demand does not fall linearly but frequently shows persistent lag
behaviour: customer spare parts, service quantities and repair orders continue for months. Buyers must
therefore balance two opposing risks — material scarcity for residual quantities on the one hand and
obsolescence on the other.
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Phase Model of the Phase-Out

In practice, a four-stage model has become established: first, the phase-out decision is made, fixing the
final series date. This is followed by the last-buy phase, in which critical materials are procured for the
last time. After end-of-production, the service phase begins with spare parts supply, which can last
several years depending on the industry and contractual commitments. Finally, the end-of-life phase is
completed with residual inventory recovery, tool release and archiving of technical documentation.

Methods and Approach in Ramp-Down

Effective ramp-down management ideally begins not with the phase-out decision, but with contractual
arrangements already anchored in supplier selection and price negotiation. Operational control then
follows a clearly structured schedule with defined milestones.

Last-Time Buy and Demand Forecast

The heart of the phase-out is the last-time buy decision: based on historical consumption data, service
statistics and customer information, a spare parts forecast is drawn up. In practice, the hit rates of such
forecasts frequently range from only 60 to 80 per cent, which is why safety-oriented surcharges are
customary — with the aim of securing delivery capability on the one hand and keeping the obsolescence
rate low on the other. Clean material disposition and reliable data quality are fundamental prerequisites
for this.

Contractual Instruments

Call-off profiles, phase-out notification periods and take-back obligations should already be agreed at
order placement. Indemnity clauses govern who bears liability for additional or reduced costs in the
event of incorrect quantity specifications. When purchasing special materials with customer-specific
configurations, a clear agreement on the obligation to accept minimum quantities is recommended.
These points belong in tender management at an early stage and should be documented in the
functional specification and specification documents.

Detailed Planning and Capacity Reduction

The detailed planning of procurement capacities must be synchronised with the production phase-out:
framework agreements are reduced in volume or terminated, call-off profiles are adjusted and minimum
order quantities are negotiated. In parallel, detailed planning within the plant network must be
coordinated so that no unnecessary preliminary product inventories arise. For critical purchased parts, a
close-out plan per article with responsibility, cut-off date and residual quantity target is recommended.

Key KPIs in Ramp-Down Management

The success of the phase-out can be measured. Key procurement metrics help to identify obsolescence
risks early and to monitor delivery capability for residual quantities. A regular deviation analysis between
planned and actual inventory reduction is part of the standard toolkit.

Inventory and Obsolescence Metrics

The obsolescence rate sets no-longer-usable inventory in relation to the total value of the phase-out
articles. The target is typically a value below five per cent of the phase-out inventory. In addition, the
residual inventory value after end-of-production should be tracked, ideally with a clear target for the
reduction path. A sorting action during warehouse clearance can identify material that is still usable and
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reduce the write-down expense.

Service and Delivery Metrics

During the service phase, the spare parts delivery service level (delivery reliability at article and
line-item level) is the leading metric. Values above 95 per cent are typically targeted. In addition,
time-to-delivery for spare parts and the number of unfulfilled requests are relevant, serving as an
early-warning indicator of a last-time buy that is dimensioned too tightly.

Financial Metrics

Financially relevant are the reduction of payables to suppliers, the level of purchase commitments and
the costs of residual inventory recovery. These values should be integrated into procurement reporting
and reviewed in regular phase-out reviews. At top management level, the capital tied up in phase-out
inventory is also an important steering variable.

Risks and Controls

Ramp-down situations entail considerable financial and operational risks. Without structured controls,
write-downs, spare parts shortages and loss of trust among customers who rely on long-term spare
parts supply threaten.

Obsolescence and Inventory Risks

The greatest financial lever lies in obsolescence: inventories that are no longer usable must be written
off and can amount to considerable sums depending on material value. Countermeasures are strict
approval of last-time buy quantities via a defined committee, examination of return rights with the
supplier and alternatives such as buy-back, donation or material recycling. A clean corporate risk policy
defines responsibilities and escalation paths.

Supplier and Quality Risks

When a product is phased out, suppliers lose interest in very small quantities — a lack of investment in
tools and processes can jeopardise quality. Binding quality commitments up to the final series date,
maintenance of the approved vendor list (AVL) for spare parts sources and documentation of inspection
processes in line with ISO 9001 are therefore important. In the event of planned offshoring measures in
the context of the phase-out, particular attention should be paid to contractual exit provisions and tool
ownership.

Customer and Service Risks

Customers frequently expect contractually guaranteed spare parts supply over defined periods. If these
commitments are not met, contractual penalties and reputational damage threaten. Practical
countermeasures are safety stocks for long-life spare parts, the storage of tools for later small-scale
series and contractual performance evidence for service commitments. Legal questions, such as the
duration of spare parts commitments, should be examined legally on a case-by-case basis.

Current Developments and Trends

Ramp-down management is gaining in importance as product life cycles become shorter while
sustainability requirements demand longer spare parts availability. Digital tools and regulatory
requirements are noticeably changing the approach.
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Circular Economy and Repairability

Sustainability requirements and planned statutory provisions on repairability and on chemical
substances such as RoHS force companies not simply to dispose of phase-out products, but to develop
recovery and take-back strategies. Co-creation with suppliers can enable solutions such as
refurbishment, upcycling or the maintenance of small-scale series beyond the phase-out date.
Procurement marketing thereby gains the task of identifying alternative recovery and secondary market
channels.

Digital Support and Transparency

Modern ERP and supply chain systems increasingly offer functions for phase-out disposition, such as
life-cycle status management and automatic obsolescence warnings. In addition, data-based forecasting
methods are gaining importance in order to estimate spare parts requirements in the service phase
more accurately. For international transactions, formal obligations such as Intrastat reporting must be
observed. In agile procurement, short review cycles can help to respond more quickly to fluctuating
phase-out volumes than in classic annual contracts.

Typical metrics

Obsolescence rate: < 5%
Share of unusable inventory in the phase-out material value; benchmark depends on industry and product
complexity

Spare parts delivery service level: > 95%
Delivery reliability during the service phase, typically measured at line-item level

Last-time buy forecast accuracy: 60-80%
Typical hit rate of spare parts forecasts; safety surcharges frequently 10-30%

Residual inventory value after end-of-production: Benchmark: defined reduction path target
Monthly tracking in the phase-out review, deviation analysis if the target is missed

Practical example

A mid-sized mechanical engineering company discontinues a series of special-purpose machines after
ten years of operation. Around 400 active articles and 60 suppliers are affected, several of which supply
customer-specific components. The company sets up a ramp-down project with clear governance: a
cross-functional team from procurement, engineering, service and controlling manages the phase-out
over twelve months with fixed milestones.

» Last-time buy for 85 critical articles with committee approval and defined safety surcharges based on
five years of consumption history

» Negotiation of take-back arrangements for unused residual quantities with key suppliers and
adjustment of framework agreements

» Set-up of a spare parts warehouse for the guaranteed 10-year service phase, including tool storage
for later small-scale series

* Monthly deviation analysis between planned and actual inventory reduction, with escalation if targets
are missed
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Conclusion

Ramp-down management is more than simply winding down procurement: it is a structured process that
covers technical, contractual, financial and service-related aspects equally. Companies that plan
phase-out phases early and secure them contractually avoid costly obsolescence and safeguard spare
parts supply as a customer promise. Key success factors are a reliable demand forecast, clear
responsibilities, measurable metrics and regular reviews. Those who anchor ramp-down as a distinct
competence in procurement transform a residual risk into a plannable process. The effort involved is low
compared with the costs of disorderly phase-outs.

Frequently asked questions

What does ramp-down management mean in procurement?

Ramp-down management refers to the structured control of the phase-out of a product up to its final
cessation of production. In procurement, it covers planning of the last-time buy, the reduction of
framework agreements and inventories, and the safeguarding of spare parts supply. The objective is to
minimise obsolescence costs and maintain delivery capability for residual quantities.

What is a last-time buy?

A last-time buy is the final opportunity to order a material before it is discontinued by the supplier. The
quantity is determined on the basis of spare parts forecasts, historical consumption data and service
statistics. As such forecasts typically show only limited accuracy, safety surcharges are factored in
practice — with the aim of balancing delivery capability and inventory costs.

How do | avoid obsolescence during product phase-out?

Key factors are clean material disposition with reliable data, committee-based approval of last-time buy
quantities and contractual take-back options with suppliers. In addition, regular deviation analyses for
inventory reduction and alternatives such as buy-back or recycling help. A clear risk policy with defined
responsibilities and escalation paths rounds off the approach.

How long must a manufacturer keep spare parts available?

This depends on the industry, contractual situation and legal requirements. In many industries,
commitments of five to ten years are typically customary, in some cases extended by statutory warranty
and product safety obligations. Contractually agreed periods are considered binding; the specific legal
assessment should be examined on a case-by-case basis.

Which KPIs are important in ramp-down management?

Central metrics are the obsolescence rate, the residual inventory value after end-of-production, the
spare parts delivery service level and the reduction of payables. In addition, time-to-delivery for spare
parts and the number of unfulfilled requests provide early-warning signals. These procurement KPIs
should be tracked in a monthly phase-out review.

When should a ramp-down project be started?

Ideally, preparation should begin twelve to eighteen months before the final series date, since lead times
for critical materials and last-time buy decisions require advance planning. For the subsequent service
phase, additional inventory build-up and tool storage must be planned. Contractual clauses on
phase-out notification should, however, already be agreed at initial sourcing.
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