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STATE OF FLUX

We transform supplier management to deliver growth, value, innovation and minimise risk.
Headquartered in London and with offices in Australia, North America and Central Europe, State of Flux
has been supporting Fortune 500, FTSE 100, ASX 100 and public sector organisations in procurement
and supply chain for over 16 years.
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Superior supplier management
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To ensure clients get maximum
value from their suppliers, we
solely focus on modernising their
supplier management strategies,
capabilities, processes and
technology.

We’'ve been in the business for
more than 16 years, working with
some of the world’s most
recognised brands.

Our unique combination of
consultancy, technology, training
and managed services have been
developed to work separately or in
harmony depending on what clients
need.

All backed up by unparalleled
supplier management research
insights and team of experts in
offices around the world.
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11 years of global research so far.....
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Harnessing and growing
supplier innovation
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For 11 years we've conducted
annual global research on supplier
management.

More than 2000 organisations have
participated giving us access to
over 2 million data points.

Please fee free to download
these books for free from our
website www.stateofflux.co.nz

Year 12 research is underway,
please complete the survey via
our website
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COVID-19

How are you handllng COVID 19'-’

COVID-19 is not a "typical” business continuity
risk:

it has characteristics that make it far more serious, including:
— It was sudden in nature and escalated quickly;

— It has universal impact on business irrespective of
industry or location;

- The number of people and businesses affected is
extremely high;

- It brings far reaching effect on national and global
infrastructure.

STATE OF FLUX

Our 11 years of annual research shows that

most organisations are significantly exposed
when it comes to supplier risk management,
specifically pandemic risks:

o Only 45% of respondents have effective
45 /0 risk management in place for up to
5090 of their key suppliers.

o 26% of respondents have effective risk
26 /0 management in place for 75-100% of
their key suppliers.

Almost all organisations did not include
70/0 pandemic risk in their risk management
scenarios/planning.

© 2020 State of Flux Ltd 6



KEY QUESTIONS

COVID-19 has generated a number of supplier risks that need to
be closely managed

Covid-19 impact Key questions to ask
0 Health and availability of supplier » Is the supplier operating (safely) under lockdown? What employee checks are they doing?
workforce » Can they scale up when lockdown finishes? How do you check?
* How structured are the discussions with suppliers? Will they continue after lockdown?
= How do you know they are performing? Are your tracking the right supplier KPI's?
e = Can the supplier continue to operate? How do you know?
Financial viability of the supplier » Are they impacted by other customers financial viability? If so, who, and how much?
» How frequently and to what extent are you checking your suppliers financials and their
customer contracts? How are you helping them?
» Have you investigated alternative (local) sources of supply?
e = Pandemic risks are usually looked at from an internal view only, do you have same risk
Organisational preparedness view for Suppliers? What Contingency p|anS are p|ace?
= Are staff trained in Supplier Management techniques? Have you measured it?
= What technology is being used to manage the supplier relationship, performance, contracts
and risks?
e = Are you able to physically meet with or visit the supplier? How are you going to
Social distancing requirements communicate and interact in the future?
= How will you audit the supplier performance and risks?
= What plans are in place to provide visibility of ‘what’s going on’?
= Can you trace all the contacts within your suppliers to mitigate outbreak risks

STATE OF FLUX © 2020 State of Flux Ltd 7



KEY QUESTIONS

COVID-19 has generated a number of supplier risks that need to
be closely managed (2)

Covid-19 impact Key questions to ask

= Where are the key points of supply chain disruption? Who is managing them, you or the
suppliers?

= Who is responsible for finding alternative transportation and supply chains? How will you get
priority for your products and services?

» How are you going to achieve more visibility into the supplier and their supply chain?

Port and airport closure, airlines at
skeleton operations

Risk of spreading the virus via

physical product = Do you know who is responsible for the risks? What checks are being done throughout the

supply chain?
= What do the contract clauses cover? How big is your exposure?

Demand shocks = Do you know which products or services there will be limited availability on?

= Do you know if you are a customer of choice for your key suppliers? How are you
measuring it?

STATE OF FLUX © 2020 State of Flux Ltd 8



CALL TO ACTION

We recommend rapid deployment of supplier management to
address these issues

Covid-19 impact Call to action

0 = Segment suppliers based on risks they present to the business.
Health and availability of supplier = Have suppliers self-certify data on what actions they are doing during lockdown,
workforce including what employee checks are they doing.

» Track all supplier interactions (meetings, emails, calls).
» Ensure suppliers have KPI's and they are being completed, tracked and managed.

e = Have suppliers upload contingency plans to your supplier management platform.
» Ensure communications are open and honest on financial stability and other customers
Financial viability of the supplier impact, ensure reviews and communication frequency is appropriate.
= Review and potentially shorten payment terms.
= Have an internal contingency plan looking at alternative (preferably local) sources of

supply?

Organisational preparedness

Put supplier management processes, policy and procedures in place.

» Train staff in Supplier Management techniques (using virtual delivery in lockdown).

= Rapidly deploy supplier management technology to manage the supplier relationship,
performance, contracts and risks.

e » Use supplier management technology as an alternative to face to face management.
Social distancing requirements » Provide supplier management training to business stakeholders and suppliers.
= Use supplier management technology for contact management and tracing of your
suppliers personnel.

STATE OF FLUX © 2020 State of Flux Ltd



CALL TO ACTION

We recommend rapid deployment of supplier management to
address these issues (2)

Covid-19 impact

Port and airport closure, airlines at
skeleton operations

Risk of spreading the virus via
physical product

Demand shocks

STATE OF FLUX

Call to action

» Have suppliers map their key supply chains (using the segmentation criteria previously
mentioned.
» Have a plan and treatment strategy for key supply chain, logistics and transport suppliers.

= Review key suppliers contracts for risk exposure.
= Map areas of responsibility and obligations.
» Track key risks, actions and activities.

» Understand if you are a customer of choice by conducting a Voice of the Supplier research
exercise across your strategic or key suppliers.

= Review each strategic and key suppliers account plans and put in place joint account plans
for those suppliers.

© 2020 State of Flux Ltd 10



DEPLOY AT SPEED

To deploy at speed there are two parallel work-streams of activity

= Work-stream 1 - build for longevity

APPROACH:
HIGH CRITICALITY, HIGH COLLABORATIVE
VALUE OPPORTUNITIES (SRM + SPM + CM)

Sustainable execution

delivers:

v Relationship
management.

v/ Risk management.

v" Performance
management.

v/ Contract management.

Value
Voice of the | proposition
Supplier & Steering
committee

Diagnostic

APPROACH:
——>> MEDIUM CRITICALTY, LOW COLLABORATIVE
YVALUE OPPORTUNITIES (CM +MBE)

BUILD BUSINESS CASE SEGMENT FOR PURPOSE IMPLEMENT TREATMENT STRATEGIES DEPLOY PROCESS AND TOOLS

= Work-stream 2 - rapid rollout (and results)

Benefits delivery
produces:

Lower risk ratings.
Value release.
Supplier commitment.
Customer of choice.
Innovation pipeline.

Executive CEO

commeres - - - % E—
I
—

NN

GOVERNANCE AND TRAINING 360 REVIEW & INSIGHT JOINT ACCOUNT PLANNING

DELIVER RETURN ON INVESTMENT
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DEPLOY AT SPEED

Time is of the essence, the longer you spend waiting to deploy
supplier management the greater the risk impact

You may think your organisation is good at managing suppliers but our 11 years of annual supplier
management research (+2000 organisations, with global reach and over 2 million data points) has shown
that only 9% of organisations would be considered ‘leaders’ in supplier management.

Our annual supplier management research
also shows that the longer disruption and

reaction to the disruption the greater the long-

term impact.

And, the longer you wait the more you miss
out on those important customer of choice
benefits that make the difference - especially
in tough times.

Are you one of the 9% who is demonstrating
supplier management leadership, or are you
one of the 91% that is leaving value on the
table?

MARGIN

Is this happening

to you?

INCIDENT

Damaging disruption 1
with permanent _ e
loss -

TIME

You need to act now

STATE OF FLUX

MARGIN

Or are you one of the 9% that is using
supplier management to do this?

- /' Managed disruption
Sso - with recovery
~~~~~

TIME
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NEXT STEP

Next steps - that you can take now

1. Benchmark your organisation

You can find out how you compare to the supplier
management leaders, by taking our online survey and
getting a free benchmark report.

We'll tell you how you compare to the six key dimensions of
our best practice model and your industry.

2. Contact us to discuss how we can help you deploy at speed

For more information on any aspect of this

executive overview, or to discuss how we could help you
unlock the full value of your supplier relationships, please
contact us using the details on the following page.

3. Visit us online

If you'd like to download any of our research reports,
whitepapers or thought leadership articles, please visit
our website at www.stateofflux.co.nz

STATE OF FLUX


http://www.stateofflux.co.nz/

NEXT STEPS

Contact

Alan Day

Chairman & Founder

M (NZ): +64 (0)21 713 333
M (UK): +44 (0)787 966 8320
E. alan.day@stateofflux.co.nz

State of Flux Limited
Global Headquarters
128 Southwark Street
London SE1 OSW
United Kingdom
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