AMPLIFA PROCUREMENT GLOSSARY

Blocked Stock Management: Structuring and
Controlling Quality Locks

Blocked stock management refers to the systematic control of warehouse stock that has been
removed from the free flow of goods and is not available or not saleable. In industrial procurement,
this primarily affects materials with quality defects, open inspection status, expired approvals or
batches affected by recalls. The objective is to clarify blocked stock quickly, reduce capital tie-up
and warehousing costs, and at the same time avoid mis-planning. Anyone who manages blocked
stock proactively secures supply capability and creates transparency over a stock category that is
easily overlooked in day-to-day business.

Key facts

» Blocked stock is stock with restricted availability, for example due to inspections, defects or expiry
dates.

* Without active management, blocked stock grows unnoticed in practice, tying up capital and
warehouse space.

« Core processes are identification, root cause assignment and the decision on rework, release or
scrapping.

» Typical KPIs are blocked stock ratio, clarification lead time and residual value ratio.

» Regular reviews with quality and procurement, often embedded in the Quarterly Business Review
(QBR) with suppliers, ensure sustainability.

- Digital inventory systems with status management typically shorten clarification processes
considerably.

Definition: Blocked Stock Management

Blocked stock management encompasses all measures for identifying, managing and promptly
clarifying blocked warehouse stock. Blocked stock exists when material is physically present but cannot
readily be used for production or sale.

Distinction from other stock types

Blocked stock must not be equated with safety stock or minimum stock, which are deliberately planned.
Obsolete stock and obsolescence are also not identical: obsolete stock is regularly available but no
longer needed, whereas blocked stock is blocked in quantity or quality terms. In practice, the two
categories overlap, for example when expired parts are both blocked and obsolete. Clearly separated
stock categories in the systematics are the foundation for reliable evaluations and correct valuation in
controlling.

Typical causes of blocking in procurement

Frequent causes are quality defects in incoming goods inspection, ongoing complaints, incomplete
documentation or expired approvals. Recalls, batch traceability for regulated products or incomplete
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acceptance tests also lead to blocking. For goods receipt via picking, an additional logistical block
occurs when the physical picking has not yet been completed. Anyone who classifies causes
systematically can derive recurring supplier defects and thus link the procurement approach to supplier
consolidation or audits.

Methods and approach in blocked stock management

Effective management follows a fixed control loop: identify, classify, decide, implement and evaluate.
Without a standardised approach, blocked stock often remains in the warehouse for years.

Inventory classification with ABC-XYZ analysis

The ABC-XYZ analysis helps to prioritise blocked stock by value and consumption stability. High-value
items with low consumption (C-X) are often candidates for rework, while low-value items with unstable
consumption (Z) are frequently scrapped directly. In practice, teams limit themselves to the top items by
blocked value in order to achieve quick wins. Combining this with inventory coverage shows whether
blocked quantities are available longer than necessary and whether planning has already triggered
replacement purchases — a double capital tie-up effect.

Decision tree: release, rework, scrapping

For every blocking cause there should be a clear decision tree: Is the defect confirmed? Can the
material be reworked or diverted to another product? Does the supplier bear the costs? For contract
manufacturing, the subcontracting analysis is useful to determine whether blocked purchased parts
should be inspected and reworked internally or externally. Where returns are agreed, returning defective
goods including reimbursement or credit note is part of the standard process, otherwise the burden falls
back on one's own stock.

Supplier involvement and review cycles

Blocked stock frequently arises at the interface with the supplier. Involving them through regular
meetings, such as the Quarterly Business Review (QBR), creates binding commitment to clarification
deadlines and cost absorption. Supplier scorecards with blocked stock and complaint KPIs make the
topic measurable. For structural problems, supplier consolidation is a lever: fewer but qualitatively more
stable sources sustainably reduce the blocking ratio.

Key KPIs in Blocked Stock Management

Without measurable KPls, blocked stock management remains a shadow process. Four KPIs have
proven effective in practice.

Blocked stock ratio and capital tie-up

The blocked stock ratio relates the value of blocked stock to total stock value. Typically, companies are
between 1 and 5 per cent; values above this indicate process problems in quality or logistics. The
absolute capital tie-up in euros is also relevant, as it makes visible to management how much liquidity is
tied up in blocked stock. In valuation situations — such as a company sale or an inventory — this very
item is examined critically.

Clarification lead time and aging analysis
The average clarification lead time measures how long an item remains blocked before it is released,

Amplifa Marketplace - Procurement glossary amplifa-marketplace.com/en/glossary/sperrbestand-management



reworked or written off. Common targets in practice range from a few days to a maximum of two weeks,

depending on the scope of inspection. An aging analysis by stock age (30/60/90/180 days) shows where
items are languishing. Noticeably old items of low value are candidates for flat-rate written-off decisions,

which free up resources for worthwhile cases.

Residual value ratio and distribution of causes

The residual value ratio shows what proportion of blocked stock is recovered as usable — through
release, rework or use elsewhere. In parallel, the distribution of causes provides the basis for
countermeasures: if incoming goods errors from a particular supplier dominate, a joint improvement
initiative pays off. SPC data from the supplier's production also helps to identify process-related scrap
causes early and avoid blocked stock at the source.

Risks and controls in Blocked Stock Management

Untreated blocked stock entails operational and financial risks: incorrect availability information,
double-purchased materials, write-downs and, for regulated products, even compliance violations.

Physical and systemic separation

Blocked material must be physically separated in designated blocking zones and systematically
separated in the system via a dedicated stock status. Otherwise there is a risk of inadvertent picking into
production, which in the worst case leads to deliveries with defective parts and recalls. Labelling with a
blocking note, inspection date and responsible person is the minimum standard. For key components,
the Freeze Fence principle is recommended in practice: components or specifications are frozen for a
defined period to prevent blocking caused by unplanned changes.

Contractual safeguards vis-a-vis suppliers

The framework agreement and call-off order should regulate who bears the costs of rework, return
transport and replacement delivery in the event of blocking. A price escalation clause or price index
linkage prevents discussions about expected fluctuations but does not affect the law of defects —
separate agreements are required for this. Supplier agreements are well served by a clear response
time for statements on goods under complaint. Anyone who, in addition, maps complaint ratios in
scorecards for recurring defects creates negotiating pressure for quality improvements.

Compliance and documentation

For regulated product groups — such as food, chemicals or medical technology — blocking and its
resolution must be documented in an audit-proof manner. Procurement is also increasingly affected by
documentation requirements, such as the EUDR in procurement for raw materials such as timber,
rubber or palm oil: if the mandatory due diligence statements are missing, the goods are effectively
deemed unfit for use and must be blocked. Complete documentation — from the packing list at goods
receipt to the inspection decision — is a prerequisite for smooth audits and the release of blocked
batches.

Current developments: digitalisation and sustainability

Blocked stock management is evolving from a pure warehouse topic into a data-driven process that
connects quality, procurement and sustainability.
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Digitalisation and warning indicators

Modern ERP and inventory management systems automatically manage block status, inspection lot
assignment and aging, and generate warning indicators when clarification deadlines are exceeded.
Dashboards with aging and cause analyses enable buyers to intervene proactively in daily business.
Al-supported approaches assign patterns to complaints and suggest decisions — for example,
automatically recommending return instead of rework for recurring defect patterns. The integration
effect: blocked stock data flows into market models and planning parameters, so that safety stocks are
calculated more realistically.

Sustainability and value recovery

Blocked stock harbours considerable sustainability potential: instead of scrapping, rework, conversion,
secondary sale or donation are options. The Life Cycle Assessment (LCA) of the affected products
shows how much environmental impact is avoided through value recovery — an argument for
sustainability reporting as well. Within an obsolescence management process, blocked legacy stock can
also be used as a source of replacement for discontinued components instead of procuring new parts.
Conversely, design-to-cost approaches can reduce blocking causes from the outset through more robust
specifications.

Organisational anchoring

Successful companies anchor blocked stock management in a fixed governance structure: weekly
clarification meetings between quality, logistics and procurement, quarterly evaluation in the
management review and clear budget responsibility for write-offs. Linking this with an innovation
roadmap with suppliers helps permanently eliminate structural causes of defects through process or
product improvements at the supplier. This turns blocked stock management from a corrective measure
into a preventive quality tool.

Implementation steps for getting started

Getting started is achievable pragmatically in four steps, without requiring a system implementation first.

Stocktaking and prioritisation

First, the status quo is established: which blocked stock exists, with what value and what age? A quick
aging list from the ERP is sufficient for an initial overview. Then the top 20 items are prioritised by value
and each assigned an owner and a clarification deadline. Even this step delivers measurable results
within a few weeks in practice and provides arguments for releasing further resources.

Process, roles and standard decisions

Subsequently, the decision tree, responsibilities and escalation paths are documented in writing. A clear
separation of duties is important: quality assesses the facts, procurement negotiates with the supplier,
logistics executes the stock decision. Small standard decisions — such as automatic scrapping below a
value threshold after 180 days — relieve the team of individual decisions. Only once the process is
running stably is it worth automating it in the system.

Typical metrics

Blocked stock ratio: typically 1-5 %
Share of blocked stock value in total stock value
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Clarification lead time: < 14 days
Average time from blocking to decision

Residual value ratio: > 70 %
Share of value recovered through release or rework

Blocked stock share > 180 days: <5 %
Share of old items in total blocking; indicator of process maturity

Practical example

A mittelstéandisch sized mechanical engineering company with around 20,000 items discovered during
inventory preparation that more than 4 per cent of its stock value was blocked and partly several years
old. A team from procurement, quality and logistics introduced a structured blocked stock management
process.

* Introduction of an aging analysis with monthly review and clarification deadlines per item
» Decision tree with standard rules for release, rework, return and scrapping

 Inclusion of complaint and blocking ratios in the supplier scorecard and quarterly reviews
* Agreements on cost absorption for rework in framework contracts with key suppliers

Conclusion

Blocked stock management combines operational inventory handling with strategic procurement issues:
quality, supplier management and capital tie-up. Those who classify causes systematically and address
them with suppliers at the source reduce blocking ratios sustainably rather than merely working them
off. Clear KPlIs, short clarification deadlines and physical-systemic separation are the operational pillars
here. Digitalisation accelerates the process but does not replace the regular joint decision-making on
problem cases. In the long run, it pays off twice: in less capital tie-up and in a more resilient supply
chain.

Frequently asked questions

What is blocked stock?

Blocked stock is a quantity of material that is physically present in the warehouse but has been blocked
from production or sale. Typical causes are pending quality inspections, identified defects, expired
approvals or missing documentation. Blocked stock may only be used after explicit release.

How long may material remain blocked?

As arule, there is no legally mandated maximum duration; what matters are industry-specific rules and
internal requirements. In practice, clarification deadlines of a few days up to two weeks have proven
effective. Long-lived items should be reviewed regularly via an aging analysis and decided once a
defined age threshold is reached.

Who bears the costs for blocked stock caused by defects?

Where supplier defects are proven, the supplier generally bears the costs of rework, return transport
and replacement delivery, provided this is contractually agreed. The specific arrangement belongs in the
framework agreement, general terms and conditions of purchasing or supplier agreements. If in doubt,
the allocation of costs should be clarified with the supplier in writing in advance and reviewed legally.
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How can blocked stock be reduced permanently?

Sustainable reduction only succeeds at the root cause: recurring defects are analysed with the supplier
and eliminated through process improvements, audits or qualification measures. In addition, clear goods
receipt and inspection processes, realistic planning parameters and scorecards with blocking KPIs help.
Structurally, supplier consolidation in favour of qualitatively more stable sources can also be effective.

Which KPIs are important in blocked stock management?

Key KPIs are the blocked stock ratio relative to total stock value, the average clarification lead time,
stock age and the residual value ratio of recovered materials. In addition, the distribution of causes
provides the basis for targeted countermeasures. These KPIs should be discussed regularly in
management reviews and with suppliers.

Difference between blocked stock and obsolete stock?

Blocked stock is materially blocked, for example due to an open inspection or defects, and may not be
used. Obsolete stock is regularly available but no longer needed — for example due to a design change
or discontinued products. In practice, an item can be both, for instance when an obsolete part is
additionally defective.
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