AMPLIFA PROCUREMENT GLOSSARY

Contingency plan: safeguarding critical
supply chains in procurement

A contingency plan is a pre-documented course of action with which companies get disruptions in
procurement, production and the supply chain under control before they occur. It defines trigger
criteria, responsibilities, alternative sources of supply and re-start steps for defined disruption
scenarios such as supply failures, machine downtime or raw material shortages. In industrial
procurement, the contingency plan is a central risk management instrument and is frequently
combined with second sourcing, buffer stock strategies and supplier monitoring.

Key facts

« A contingency plan defines which events trigger an emergency, who takes which measures and
within what deadlines.

» Typical triggers are supplier failures, quality holds, logistics disruptions, raw material shortages and
power outages.

* The degree of safeguarding follows the criticality of the item: in practice, A-parts often receive
several alternative sources of supply and a buffer stock.

» Contingency plans should be reviewed at least annually and updated after disruptions or ramp-up
phases.

« Effectiveness only arises through regular drills and measurable KPIs such as replenishment lead
time and fulfilment rate of contingency measures.

« Customers from the automotive or medical technology sectors frequently require a documented
contingency plan from suppliers as part of quality management.

Definition: contingency plan

A contingency plan is a written emergency strategy that stipulates concrete countermeasures,
responsibilities and escalation paths for defined disruption scenarios. It belongs to operational risk
management and is closely related to emergency management, business continuity planning and
resilience in the supply chain. In procurement, it aims in particular to prevent supply interruptions for
critical material or to limit their consequences in terms of time and cost.

Distinction from business continuity and risk management

Business continuity management looks at the availability of the entire company, such as sites, IT and
workforce. The contingency plan in procurement is a sub-area of this and focuses on supply scenarios.
General risk management provides the foundation by identifying and assessing risks; the contingency
plan translates the highest risks into concrete actions.

Typical use cases in the manufacturing industry

Practical examples are the failure of a sole-source supplier for a purchased part, a complaint rate
leading to the blocking of a batch, a fire at the supplier or the failure of a logistics interface. Even with
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long procurement lead times, for example for casting or electronic components, contingency
mechanisms apply when the standard procurement route and delivery time no longer work.

Methods and procedure for creating a contingency plan

A robust contingency plan is created in a structured process: risk analysis, prioritisation by criticality,
selection of measures, documentation and practice. The buyer typically starts with an ABC/XYZ analysis
and a supplier risk assessment to determine for which parts a contingency plan is required at all. For
C-parts with low criticality, a standardised rule of procedure is often sufficient; for A-parts, individual
plans are needed.

Risk analysis and criticality assessment

First, disruption scenarios are identified per commodity group and supplier and assessed in terms of
probability of occurrence and potential damage. Important criteria are single-source
situations,convertibility of the part, procurement lead time, gross margin of the end product and
contractual safeguards such as a framework supply agreement with volume and delivery reliability
commitments. The result is a prioritised list that determines the scope of contingency planning.

Portfolio of measures and second sourcing

Core measures are qualifying a second source, building a buffer stock, contractual rights of recourse
and technical alternatives via a change order or an updated requirements specification. Process-related
stopgap solutions also belong to this, such as short-term part transfers between plants or accelerated
export handling with prepared customs documents such as the EUR.1 preference certificate. It is
important that alternatives do not exist only on paper but have been qualified in advance — including
sample approval and, if necessary, customer approval.

Documentation, responsibilities and drills

The plan is documented in writing with trigger criteria, decision-making authority, contact lists, re-start
steps and communication rules towards customers. Regular simulations or tabletop exercises — ideally
jointly with the supplier — reveal gaps. After every real disruption, a follow-up review takes place in which
the plan is adjusted.

Contractual safeguarding of the contingency plan

A contingency plan only unfolds its effect when complemented by contractual levers. These include
supplier commitments to provide information, rights to audits and alternative sources of supply, as well
as clear liability and escalation arrangements. Procurement should address these points already in the
sourcing process and in binding quotation rounds, not only in a crisis.

Rights and obligations under the framework supply agreement

Common in practice are supplier obligations to report disruptions immediately, to maintain minimum

stocks and to enable a tooling and know-how transfer in the event of insolvency risk. A right to audit

allows the verification of capacities and contingency precautions on site. In addition, a benchmarking
clause mechanism stipulates that prices and terms must not be exploited in an emergency.

Service contract and external emergency partners
If an external service provider is included in the contingency plan — such as a contract manufacturer or
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logistics partner — this is done via a service contract or contract for work with a clear specification of
services, response times and availability commitments. Advance payments (prepayment) on emergency
samples or prior coordination with the customer's plant can also be part of the agreement. Legal details
such as the scope of liability should be checked case by case.

Customer requirements vis-a-vis suppliers

In many industries, customers require their suppliers to have their own contingency plan, for example as
part of supplier qualification. Suppliers should therefore be able to present their contingency planning in
documented form — including their own second sources and buffer stock concepts. This strengthens
their position in audits and in the context of compliance requirements such as the Corporate
Sustainability Due Diligence Directive (CSDDD), which demands risk-based due diligence in the supply
chain.

Key KPIs for steering contingency management

Without measurement, the contingency plan remains a formality. Practice uses a handful of KPIs that
are reviewed regularly — typically monthly or quarterly. They show whether safeguards exist, are up to
date and are also usable in an emergency.

Coverage and failure KPIs

Key KPIs are the share of critical parts with a qualified second source, contingency plan coverage, and
the average replenishment lead time in a disruption. In addition, delivery reliability and blocked stock
provide indications of how often contingency mechanisms actually had to be activated.

Drill and currency KPIs

Also measured is the time since the last plan review or drill and the share of plans that were updated
within the defined cycle. These KPIs are well suited to management reviews and provide auditors and
customers with objective evidence of lived emergency preparedness.

Risks and controls around the contingency plan

The most common mistake is the sham plan: documentation without realistically tested alternatives.
Further typical risks are outdated contact lists, lack of tooling and drawing access at the substitute
supplier, unresolved cost issues in a disruption and inadequate communication towards internal and
external stakeholders. Clear controls and clear responsibilities help counteract this.

Typical weaknesses in practice

In practice, it frequently becomes apparent that a second source is listed but was never qualified with
samples. Buffer stock levels are also sometimes quietly depleted without being rebuilt. When lead times
are extended or changes are made via a change order, the contingency plan is often not updated — a
classic audit finding.

Control mechanisms and reviews

Effective controls are an annual plan review with documented release, combined with supplier
evaluations and quality gates. After every disruption, a structured follow-up review should take place that
feeds lessons learned back into the plan. Internal audit or quality assurance can check compliance on a
sample basis.

Amplifa Marketplace - Procurement glossary amplifa-marketplace.com/en/glossary/notfallplan



Current developments: resilience, compliance and digitalisation

Contingency planning has gained significantly in importance due to the pandemic, geopolitical tensions
and energy crises. At the same time, regulatory requirements are increasing the pressure to control
supply chain risks systematically and make them demonstrable.Digitalisation facilitates monitoring but
does not replace the strategic groundwork.

Regulatory pressure and duties of care

Supply chain laws and the Corporate Sustainability Due Diligence Directive (CSDDD) require risk-based
processes for identifying and remediating risks in the supply chain. A documented contingency plan is a
proven tool here for making failure scenarios and countermeasures traceable. Customs and foreign
trade related disruptions additionally require flexible export handling with prepared preference
certificates.

Early warning systems and supplier monitoring

Digital early warning systems monitor supplier risks via news, financial figures and delivery reliability
data. They shorten the response time but cannot replace qualitative risks — such as dependence on a
single plant. A combination of automated monitoring and structured supplier meetings is sensible.

Contingency planning in ramp-up and for niche products

Particularly critical are ramp-up phases, in which capacities are scarce and competition among
customers for parts arises. Here, early capacity reservation and close coordination with the supplier on
dock appointments and order planning are recommended. For niche products with long replenishment
lead times, a buffer stock often remains the only realistic safeguard.

Typical metrics

Contingency plan coverage: > 95% of A-parts
Share of critical parts with a valid, verified contingency plan

Second source rate: typically > 80% for single-source parts
Share of single-source parts with a qualified alternative

Emergency replenishment lead time: < 4-8 weeks
Time until the first delivery via the alternative channel, depending on the goods

Currency of plans: review <= 12 months
Time since the last documented plan review or drill

Usage rate of contingency mechanisms: often < 5% of parts per year
Share of activated contingency plans; high values indicate structural risks

Practical example

A medium-sized mechanical engineering company sources a hydraulic valve from a single European
supplier with a procurement lead time of 14 weeks. A fire at the supplier leads to a four-week production
stoppage. Thanks to a contingency plan prepared in advance with a qualified second source and a
defined buffer stock of five weeks, the impact on final assembly remains limited.

* A second source in Eastern Europe was qualified in advance, including sample approval and
customer consent via a change order.
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» A buffer stock with a defined minimum inventory bridged the initial delivery time of the alternative
source.

* The framework supply agreement contained a right to audit and a supplier obligation to report
disruptions, which accelerated the response.

« After the incident, the plan was revised and the replenishment lead time of the second source was
reduced from eight to four weeks.

Conclusion

In industrial procurement, a contingency plan is not a formal document but an operational safeguarding
of critical supply routes. Its value is determined by whether alternatives have been genuinely qualified,
contractually safeguarded and regularly practised. Buyers should focus on A-parts and single-source
situations and update the plan annually and after every disruption. Measurable KPIs and clear
responsibilities make emergency preparedness verifiable. Those who proceed in this way reduce failure
costs, strengthen their position towards customers and meet growing compliance requirements.

Frequently asked questions

What is a contingency plan in procurement?

A contingency plan is a predefined course of action for disruptions in procurement, such as the failure of
a supplier or a quality hold. It defines trigger criteria, responsibilities, alternative sources of supply and
re-start steps. In industrial procurement it is part of risk management and is often combined with second
sourcing and buffer stocks.

How do you create a contingency plan for suppliers?

First, critical parts and disruption scenarios are identified and prioritised by probability of occurrence
and potential damage. Then concrete measures are defined: qualifying a second source, defining buffer
stocks, and agreeing contractual rights such as a right to audit. Finally, responsibilities, escalation paths
and drills are documented, and the plan is updated regularly.

Which KPlIs exist for contingency plans?

Typical KPIs are the share of critical parts with a qualified second source, the coverage rate with
contingency plans and the average replenishment lead time in a disruption. In addition, the currency of
the plans and the frequency of activated contingency measures are measured. These figures are well
suited to management reviews and customer audits.

Is a contingency plan mandatory?

There is no general legal obligation to have a contingency plan. However, in many industries customers
require a documented contingency plan from their suppliers, for example as part of quality requirements
or supply chain laws. Moreover, industry-specific standards and certifications may require such
evidence — the concrete requirement should be checked case by case.

What belongs in a contingency plan?

Core components are defined trigger criteria, responsible persons with deputies, contact lists, concrete
countermeasures per scenario, as well as communication and escalation paths. Added to this are
contractual levers, technical alternatives and re-start steps. It is also important to state when the plan
was last reviewed and to reference related documents.
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How often should a contingency plan be updated?

In practice, an annual review has become established. In addition, the plan should be adjusted after
every real disruption, after changes to products or suppliers and after ramp-up phases. Outdated plans
with invalid contacts or no longer qualified alternative suppliers are ineffective in an emergency.
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