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Executive Summary

Every CPO, category manager or buyer knows that 
effective supplier relationship management (SRM) 
is a core element of an effective supply chain 
management strategy. What is often missing from this 
picture, though, is a consideration of supply chain 
risk. And without a full picture of the risk in your 
supply chain, your supplier relationship management 
strategy isn’t as effective as it could be. It’s an easy 
thing to say—a harder thing to put into practice. But 
it’s not impossible.

This is the story of MC Robotics, a fictional multi-
national engineering company producing industrial 
robots that assist with the automation of discrete  
and process manufacturing. In this paper, we’ll 
use MC Robotics to show you what standard SRM 
processes can look like when they include supply 
chain risk management. 
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The Players

Charly

Chet

Carl

Tanya

Vince

Risky

MC Robotics‘ CPO has recently 
changed her attitude toward 

risk management and has 
found a new way of leading 

her procurement organization 
with the help of intelligence 
(AI) and collaboration across 

her team.

MC Robotics‘ global category 
manager for castings is in 

the middle of sourcing a new 
supplier and is considering the 
supplier’s risk porfolio as part 

of this process.

MC Robotics‘ global category 
manager for electronic 

components is leading a big 
tender and is considering 
supplier risk as part of the 

awarding process. 

MC Robotics‘ risk manager  
is in charge of making sure risk  

is incorporated into all 
elements of SRM. 

MC Robotics‘ logistics manager 
wants to be aware of all supply 

chain disruptions so that he 
can take appropriate action  

to mitigate them.

MC Robotics‘ MVP is the team‘s 
essential sidekick and nerdy 

AI engine that combs millions 
of news sources to identify 

events that might impact MC 
Robotics’ supply chain.
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The Evolution of Risk Management at MC Robotics

After learning the hard way that uncertainty would be steady company as a CPO, she decided that 
there was no excuse for being unprepared. Before her change of attitude on this topic, risk events 
would occur, and her colleagues would assure her that there were no indications of them and no 
possible way to predict them. But after multiple events, Charly knew that there had to be a better 
way. As a result of her conviction—and the work that she put into making it a reality—the way she 
and her team trace all kinds of supply chain risk has now improved all aspects of their supplier 
relationship management processes, becoming a value add for MC Robotics in many ways.

Charly encountered her first unexpected risk event more than one year ago. An electronic 
components supplier collapsed, obviously without any warning. This supplier had been providing 
outstanding value to MC Robotics, and its collapse resulted in a huge disruption to the company’s 
supply chain. After the event occurred, she wondered what caused the collapse, and whether she 
should have seen it coming. Should the company size have been an indicator? As a private company, 
its finances had been a black box. 

Supply chain risk management wasn’t always part of the SRM strategy at  
MC Robotics—but about one year ago, Charly changed her attitude about 
how to handle risk within the procurement organization.
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Charly knew that history would repeat itself and that she had to change her attitude and her 
company’s processes for mitigating and managing risk. So that’s exactly what she did: She and her 
team implemented an AI-based supply chain risk management solution. 

Since MC Robotics has started to manage the risks of their supply chain with the support of 
software, they’ve changed many things. Not only have they reduced single sourcing in strategic 
categories, but they’re now also monitoring for early warning indicators that help them to make 
their risk management smarter—so they can react not only earlier, but also more quickly and 
appropriately. 

Using an AI-based supply chain risk management program, MC Robotics started to monitor 
communication about their suppliers in social networks and in the news so that they were aware 
of fluctuations in management or customer chatter about quality defects of products or services. 
Without the help of the software, there’s no way Charly or her team could have monitored all the 
data sources necessary to give them the full picture of risk. But since the implementation of their 
new holistic supply chain risk management program, they are not only successfully monitoring all 
the necessary data sources—they have also learned that the effects of a risk event depend both 
on whether or not the event could be predicted, and also on the preparation and robustness of a 
company’s risk mitigation plans.

Takeaway 
Risk management and mitigation not 
only prevent you from being impacted 
by supplier failure or supply chain 
disruption but also help to measure 
and anticipate supplier health based 
on early warning indicators. With the 
help of AI, you can get alerts about 
all relevant events and incidents 
that might have an impact on your 
supply chain, while also achieving 
better accuracy and saving time by 
eliminating extremely time-intensive 
work. In the end, this enables you to 
make good decisions that mitigate risk 
and save time and money.



A Day in the Life of a Risk-Aware CPO

6

8:30 A.M.
Morning Risk Review

1. XI Castings, a casting producer in the region of Tianjin, China, has been shut down for not
complying with environmental requirements. The first alert confirmed an event that was
foreshadowed by two other Risky alerts in the past. Even if this casting producer were not a supplier
of MC Robotics, the shutdown would have a big impact on their supplier portfolio; Tanya, her risk
manager, would want to talk with her for sure.

2. The second alert has come out of nowhere. It’s about a fire in the port at Long Beach, Los
Angeles, that might have impacted a container vessel delivering essential components for producing
MC Robotics’ industrial robots. Vince, the logistics manager, had already tried to give her a call.

Charly would call Tanya, her risk manager, about the XI Castings shutdown immediately and reach 
out to Vince, her logistics manager, later on; she’s confident he can handle the shipping channel 
fire on his own. She would also postpone the meeting with Carl, her global category manager, who 
wanted to coordinate with her on the ongoing tender of electronic components. 

In addition to monitoring the company‘s manufacturing sites and logistic hubs, she can also see the 
locations of major suppliers throughout her entire supply chain—including second and third-tier 
suppliers. For every risk object on her map—a hub, a site, a supplier, a customer or even a crucial 
geographic region—she has an at-a-glance look at the current risk score of the risk object.  
This morning she peers at the map even more closely than usual—because she’s received two alerts 
this morning.

Charly has just entered her office. As with every morning, her first point 
of focus is the MC Robotics global supply chain that’s displayed on three 
monitors on her desk.
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9:00 A.M. 
Meeting with Tanya and Chet: Impending Plant Closure

They all agree upon the fact that the Chinese 
government will not hesitate to close more 
plants that don’t comply with environmental 
requirements (e.g., harmful emissions, the 
efficiency of filter systems, energy consumption, 
etc.), and they need to make sure that they stay 
on top of the problem. 

Fortunately, because this was the third alert 
by Risky about a plant closure in the region of 
Tianjin, Charly, Tanya and Chet had already 
decided not to extend the contract with XI 
Castings and had also already prepared an 
alternative source. The supplier scorecard 
for their new supplier showed a much lower 
risk score than XI Castings, especially with 
respect to environmental requirements, and 
a closure of this plant would be very unlikely. 
Chet had already communicated the switch two 

Charly meets Tanya, the risk manager, and Chet, the category manager for 
castings, at 9:00 A.M.; Charly knows that action is urgent and important. 

Takeaway 
Risk management with AI as a  
sidekick means faster and better 
decision-making, which saves both 
time and money.

months ago to both suppliers, and can now just 
reach out to their new supplier to make sure 
everything is in order—instead of firefighting an 
unexpected closure. Charly knows that it is the 
support of their supply chain risk management 
software that enabled them to take this 
preventive action—and without it, they would 
be driving blind right now. 

0009
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11:00 A.M.
Meeting with Vince: Shipping Channel Fire

But he learned that the port had to be shut down for several hours that morning because of a fire 
on the underside of an 800-foot wooden wharf. Smoke triggered the closing and sent a few hundred 
longshore workers home. Though nobody was hurt seriously, multiple vessels were affected by the 
fire, and Vince knew that MC Robotics might have to face the loss of some containers. He knew it 
was time to put action plans in place to mitigate the risk associated with these containers, and also 
understand how it would affect customer orders. Speed would be crucial in finding a solution that 
wouldn’t halt their production.

As part of the risk mitigation plan that MC Robotics had put in place, their insurance company was 
informed of the event and had already sent a technical expert to the accident scene. In addition, 
Vince and his team had already contacted one of their alternative suppliers to request additional 
supplies in order to replace the loss. They might face a delay of one or two days—but not a delay of 
a week or more. If this accident had happened one year ago without Risky at their side, the accident 
would have had a much more negative effect. But because MC Robotics was monitoring millions of 
data sources for their entire supply chain—not just their supplier sites!—they were able to take fast 
action to mitigate the problem. 

Risky‘s alert enabled the whole team to react with unbelievable speed (something they knew their 
insurance company would also appreciate). Thanks to their supply chain risk management program, 
MC Robotics was able to protect their revenue and the revenue of their customers, as well as their 
reputation as a supplier.

Meanwhile, Vince has used his time to align with his logistics team on what 
has happened at Long Beach. First of all, the crew on the vessel is safe. 
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2:00 P.M.
Meeting with Carl: Tender for Electronic Components

The reason for the tender is that the risk 
profile of MC Robotics’ current supplier of 
control units, Laggard Electronics, has shown 
consistently high risk scores over the last 
few months. First, they failed to comply with 
delivery times, and the quality engineers 
detected a number of quality defects that might 
have a very negative impact, especially on 
the production of the next robot generation. 
Then, Risky alerted on several warning signs: 
a decreasing financial rating, staff fluctuation, 
loss of clients and discussions of a challenging 
situation for Laggard in several expert blogs.  

As part of the tender process, a new supplier, 
DROID Components, is a frontrunner for 
receiving the contract. Assessments show that 
DROID offers a great cost-benefit ratio, less risk 
and more strength in innovation, which was 
confirmed by the R&D team of MC Robotics. 
Therefore Charly and Carl want to see DROID 
not only on the shortlist to be a new supplier—
but they also want to switch completely from 
Laggard Electronics to DROID if negotiations 
work out in their interest. In the long run, 

Carl and Charly are discussing a big tender for electronic components and 
taking a look at the latest risk assessments of all potential candidates as part 
of that process. Based on the risk assessment results, Carl and Charly have 
developed a shortlist—and now they have to finish the process by awarding 
one or two suppliers.  

Takeaway 
Risk management should be part of 
almost all procurement and supply 
chain management processes, and can 
support you in anticipating problems 
earlier, acting faster and improving the 
bottom line.

Laggard Electronics as a bottleneck supplier 
should be replaced by DROID, who should then 
be developed as a strategic supplier. 

In fact, all supplier data from DROID is already 
available in MC Robotics’ supply chain risk 
management system, and Risky has started 
to produce the first risk scores for DROID‘s 
manufacturing sites. Carl and Charly are 
confident that their risk-aware sourcing 
decision is in the long-term best interest of  
MC Robotics, and are excited about the  
supplier switch.
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5:30 P.M.
CFO Risk Review

6:00 P.M.
Heading Home

Risk is at the forefront of his mind these days, and he knows 
that—in particular—risk in the supply chain is a huge threat to 
the business. He wants Charly to keep him informed. 

Fortunately, with the help of the information documented within 
her supply chain risk management software, she is able to walk 
her CFO through today‘s decision-making and risk mitigation 
actions. He’s impressed, and understands that the actions 
taken by her team will not only result in fewer supply chain 
disruptions, but also lower costs—therefore having a direct 
bottom-line effect. Matt likes what he sees—a lot. 

Thanks in large part to her commitment to supply chain risk 
management, she’s happy, her team is happy and her C-level 
is happy. 

She’s already looking forward to tomorrow.

Just as Charly is getting ready to leave, her CFO, 
Matt, knocks at her office door. 

Charly’s days were always busy, and they still 
are—but now, instead of firefighting, she’s 
anticipating fires before they happen, and taking 
the necessary steps to mitigate them. 

Making the Case 
for SCRM 
Need to build a business 
case for SCRM in your 
organization? Get the 5 steps 
in this paper, including a 
brainstorming template to get 
the juices flowing!
read now

Managing Risk with 
Digital Tools
A manual supply chain risk 
management process is  
better than no process, but 
digital tools can you give you 
the edge you really need to 
get ahead.
read now

Supply Chain Risk 
Management for the 
Enterprise
Supply chain risk management 
starts with procurement, but 
doesn’t stop there. Learn 
about the benefits for the 
entire organization, from the 
C-level down to the customer.
read now
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