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"An ounce of prevention is worth a pound of cure.”
- BENJAMIN FRANKLIN 1736
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risk management approach promoting informed risk analysis based on two behavioral factors — Aptitude and Tolerance.
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Optimizing and maintaining resilient supply chains is critical in
today's industry. Since the global Covid pandemic, companies
around the world have recognized the need to prioritize
strategies for supply chain management. Ever evolving
changes such as global business uncertainty, technological
advancements, and limited resources support emphasizing
supply chain management as a key business function.

The roadmap to optimizing supply chain management
involves a holistic approach to key areas such as sourcing,
risk mitigation, risk transfer, supplier evaluation and logistics.
To minimize disruptions, supply chain plans should address
these essential components systematically and effectively.

Sourcing

The first step in optimizing supply chain is to identify

and prioritize key suppliers who are critical to operations.
Conduct an evaluation to categorize suppliers based on
capability, geographic location, management practices,

and business continuity planning efforts. Developing strong
relationships with suppliers and designating individuals within
the organization to manage these relationships is essential to
the success of any supply chain management program.
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The first step in optimizing supply chain is
to identify and prioritize key suppliers who are
critical to operations.”

Risk Mitigation Strategies

There are several elements to risk mitigation strategies
to limit supply chain disruptions:

- Supply Chain Team: Establish a dedicated team to
oversee the supply chain process, manage relationships,
and maintain inventory.

- Supplier Monitoring: Conduct physical audits,
business continuity questionnaires, and evaluate
performance standards.

- Contractual Risk Transfer: Use detailed, favorable
contract language with supplies and ensure
comprehensive insurance coverage is in place.

- Logistics Optimization: Optimize warehousing, storage,
transportation, and delivery by focusing on factors such as
route planning, inventory tracking, warehouse management
systems, and setting clear expectations for common carriers.

Establishing a Supply Chain Management Team

The Supply Chain Management Team should collaborate to
identify, evaluate, and plan for each step of the supply chain
process. By forecasting supplier needs and assessing global
demand for materials, the team can ensure appropriate lead
times for procurement. Additionally, requirements should be
established with common carriers that address protocols for
load management and securement, security measures, and
driver management controls.
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Contractual Risk Transfer

Risk transfer involves shifting liability to another party through
contracts or insurance policies. It is recommended to consult
with risk managers, legal counsel, or insurance risk control
specialists to address contractual risk transfer effectively.

A comprehensive contract should include provisions for parties’
duties, warranties, remedies for breaches, dispute resolution
mechanisms, indemnity clauses, and insurance coverage.

Written Contracts

Awell-negotiated contract can reveal risk issues and structure
relationships to advance strategic business goals. The contract
should allocate responsibilities, outline compliance with
regulatory requirements, and specify remedies for breaches.

It should also include dispute resolution mechanisms and
indemnity clauses to manage potential liabilities.

Insurance Policies

Insurance coverages, such as Stock Through Put (STP)
and Supply Chain policies, are critical components of risk
management strategies. Conduct a thorough review of
insurance policies to ensure there are no gaps in coverage.
Key provisions to review include vendors, contractual
obligations, and additional insured language provisions.

ABOUT SOMPO

Sompo works through a global distribution network of retail
and wholesale brokers and MGUs to provide high-quality
and responsive services to a broad range of clients from
large multinationals to small businesses. We offer diverse
specialty capabilities across a broad range of products and
industry verticals.
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Prioritizing the
importance of logistics
is a key differentiator
for companies.”

Logistics Optimization

Logistics optimization focuses on ensuring seamless
connections with customers to deliver products in a timely
and cost-effective manner. Leveraging artificial intelligence
and loT devices provide real-time data insights to optimize
logistics. Prioritizing the importance of logistics is a key
differentiator for companies.

We Are Here to Help

Optimizing supply chains is essential for maintaining
resiliency and managing your supply chain risk. Using this
roadmap is an important step to protect your supply chain
from disruptions. Please reach out to your Sompo Risk
Control Specialist or contact us at +1 877 667 5733 or
RiskControlQuestions@sompo-intl.com for more information.

SUBSCRIBE

If you would like to subscribe to Risk A/T® Work, please contact
Christine Sullivan at csullivan@sompo-intl.com

Learn more at sompo-intl.com

The recommendations and contents of this material are provided for information purposes only. It is offered only as a resource that may be used together with your
professional insurance advisor in maintaining a loss control program. Sompo assumes no liability by reason of the information within this material.
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