Case Study Supplier Resilience  -  Creditsafe Financial Health

Introduction
It is imperative that a large organisation that has an extensive supply chain has a robust mechanism than assesses and reports on the financial health of its suppliers. This assessment and monitoring are needed to ensure that the critical suppliers are in a sound financial position and if any changes do take place we are in a position where we have a plan before it becomes a crisis. To do this we have contracted with a 3rd party financial analysis partner to carry out analysis on a selected list of critical suppliers and to ensure they have a sound financial position and any risks identified are addressed.

Objectives / Scope
The key objective is to protect our business from a sudden or gradual decline in the financial health of critical suppliers. A list of suppliers is provided to the 3rd party supplier, and they will monitor and report on the activities of the companies including statement of accounts analysis, company employees leaving the business and other events that affect the financial performance of their business.

Resilience Benefits
Identifying critical and strategic suppliers is essential to good supplier management. Financial health analysis is one part of supplier management but is critical to ensuring resilience in the supply chain.
Supplier financial analysis is also a critical part of Business Continuity and Disaster Planning. By identifying the critical suppliers, it enables robust contingency plans to be prepared.
This type of analysis also feeds into Risk Management processes. If suppliers are identified as a risk to the business, they should be added to the risk register and discussed on a regular basis and steps taken required to protect supplies and services.

Conclusion 
Financial health analysis is a critical part of supplier management. It enables risks to be identified, and action plans put in place to resolve the problems or take decisions on contingency action. A supplier insolvency or liquidation is the worst crisis procurement could face, and it often happens instantly. It is therefore imperative to understand the risks and an expert opinion is extremely useful. It may allow the procurement team to take actions that prevent financial or reputational damage.
