AMPLIFA PROCUREMENT GLOSSARY

Risk Mitigation Plan: systematically reducing
risks in procurement

A Risk Mitigation Plan is a structured document that identifies and assesses supply, cost and
quality risks in procurement and defines countermeasures. In procurement, it typically focuses on
critical material classes, individual suppliers or logistical interfaces. It turns abstract risk analysis
into concrete, accountable actions with deadlines and review routines. It is therefore a central
control instrument for supply security and delivery continuity.

Key facts

* A Risk Mitigation Plan documents risks, their assessment and specifically agreed countermeasures.
« Itis usually based on a risk analysis by likelihood of occurrence and impact.

« Typical measures include second sources, safety capacity, contractual arrangements and alternative
logistics routes.

« In practice, the plan is often updated quarterly or on an event-driven basis.
« Itis often based on supplier self-assessments, supplier ratings and supplier segmentation.
» Responsibilities, deadlines and escalation paths are essential components.

Definition: Risk Mitigation Plan

A Risk Mitigation Plan is a documented catalogue of measures that systematically reduces identified
procurement and supply risks. For each risk, it describes the cause, the assessment, the
countermeasure, the responsible party and the date for effectiveness review.

Distinction from risk analysis

The risk analysis assesses and prioritises risks; the Risk Mitigation Plan takes up these results and
defines what is actually done. Only through the plan do analysis results become actionable and
verifiable. In many companies, both elements are combined in a single risk management process.

Areas of application in procurement

Typical triggers are the onboarding of new suppliers, critical material classes, mono or single sourcing,
and geopolitical or logistical risks. A mitigation plan is also frequently part of the decision-making basis
for outsourcing projects or awards via electronic tendering. It can apply at company level, for a
commodity group or for a single project.

Methods and approach for creating the plan

In practice, creation follows a multi-stage process: identify risks, assess them, derive measures, assign
responsibilities and continuously monitor the plan. It is important to integrate it with existing processes
such as supplier segmentation, supplier rating and materials planning.
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Risk identification and data basis

The basis includes, among other things, supplier self-assessments, financial indicators, lead time data
and quality indicators, as well as market analyses of raw material and logistics markets. Insights from
complaints, partial delivery/remaining quantity cases and delayed delivery concepts are also
incorporated. The more complete the data basis, the more reliable the prioritisation.

Assessment and prioritisation

Risks are typically assessed in a risk matrix by likelihood of occurrence and potential damage, often on
a scale from low to high. Particularly affected are items with high value added depth, long replenishment
lead times or suppliers in a monopoly position. The prioritised risks form the chapters of the plan.

Deriving measures

Countermeasures range from second sources and qualification of alternative suppliers to safety
capacity and lot size optimisation, through to contractual instruments such as clear acceptance criteria,
defined notice periods and guarantees. Organisational measures such as early warning indicators or an
order proposal system with risk alerts also belong to this. Every measure needs a responsible party, a
deadline and a verifiable effect.

Key KPIs for steering the plan

A Risk Mitigation Plan only works if its implementation is measurable. In practice, a number of metrics
have become established that map both the risk situation and the effectiveness of measures.

Supply and delivery metrics

Key indicators are on-time delivery, schedule adherence and the supply security of critical items. The
number of incomplete orders (open purchase order commitments) and the rate of open partial deliveries
also indicate supply risks. If a metric deteriorates, the relevant plan section is activated or refined.

Measure and supplier metrics

Typical examples are the proportion of critical items with a qualified second source, the proportion of
updated supplier self-assessments, and the average cycle time of measures. The supplier rating
periodically indicates whether risk measures are working or need to be adjusted.

Costs of protection

Risk provision costs money, for example through higher safety stocks or additional effort in qualification.
In practice, the cost per avoided disruption or the risk cost ratio is therefore also considered in order to
justify measures economically.

Risks and controls surrounding the plan itself

The plan itself can become a weak point, for example if it is only maintained as a formality or if
measures are left without resources. Effective controls and clear governance prevent this.

Typical implementation errors

Common mistakes: the plan is created once and not updated, measures are too vague (‘monitor
supplier’), or responsibilities lie unclearly with procurement alone. A mismatch between effort and risk —
such as oversized safety capacity for non-critical material — also distorts economic viability.

Amplifa Marketplace - Procurement glossary amplifa-marketplace.com/en/glossary/risk-mitigation-plan



Controls and reviews

Regular reviews, typically quarterly, with fixed checkpoints have proven effective: Are measures
scheduled? Have lead times, ratings or market conditions changed? Have early warning indicators been
triggered? Event-driven updates take place in the event of supplier failures, M&A activity or new
sanctions and trade rules.

Integration with contracts and compliance

Contractual levers such as flexible call-off quantities, clear notice periods and rights in the event of
partial deliveries increase the ability to act in the event of a disruption. Compliance topics such as
sanctions, export controls and correct HS classification for cross-border deliveries also belong in the
plan. Legal statements should be reviewed by legal experts on a case-by-case basis.

Current developments and digitalisation

Risk management in procurement is becoming increasingly data-driven: supply chain transparency,
automated early warning systems and e-procurement platforms provide more up-to-date data than
traditional annual reviews.

Data-driven early warning

Systems monitor lead times, ratings, news and market indicators and generate automatic warnings
before a failure occurs. The Risk Mitigation Plan thus turns from a static document into a dynamic
control instrument that has a direct impact on materials planning via the order proposal process.

Sustainability and reporting obligations

Supply chain and sustainability requirements broaden the concept of risk: human rights, carbon
accounting, for example via Life Cycle Assessment (LCA), and supply chain due diligence are risk areas
in their own right. Many companies integrate these topics into the same plan in order to address
reporting obligations and supply risks together. Specific obligations in individual cases require separate
review.

Resilience instead of pure cost optimisation

The trend is moving from a pure cost focus towards resilience: regional sourcing strategies, qualified
second sources and flexible delivery concepts are gaining in importance. Open-book costing with
strategic suppliers also creates transparency about cost and hence risk structures along the supply
chain.

Typical metrics

On-time delivery: > 95%
Usual target value for critical material classes; deviations trigger plan measures

Proportion of critical items with a second source: > 80%
Guideline value for A-classes; often economically justifiable at a lower level for C-classes

Cycle time for risk measures: < 90 days
Typical target value from decision to implementation

Currency of supplier self-assessments: > 90%
Proportion of data less than twelve months old
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Practical example

A medium-sized mechanical engineering company recognises during its supplier segmentation that two
electronic components are each sourced from a single supplier in Asia and that the lead time has
recently risen from 8 to 14 weeks. Procurement creates a Risk Mitigation Plan for both material classes
and prioritises the measures by impact on production.

* Qualification of a European second source supplier including sample inspection and approval within
six months

» Establishment of a safety capacity of typically eight weeks of consumption for both components

» Agreement of contractual call-off flexibilities and coordinated delivery concepts with the main
supplier

* Monthly supplier rating with early warning indicators for lead time and order backlog

Conclusion

A Risk Mitigation Plan makes procurement risks tangible: it translates analysis results into concrete
measures with responsible parties and deadlines. Its value depends less on the document template
than on the quality of the data basis and the discipline of regular reviews. Integrated with supplier
segmentation, supplier rating and materials planning, it becomes a living control instrument. Companies
that maintain it consistently react faster in the event of disruptions and negotiate from a more stable
position. For technical buyers, it is therefore part of the basic toolkit of professional procurement.

Frequently asked questions

What is a Risk Mitigation Plan?

A Risk Mitigation Plan is a documented action plan that assesses identified risks in procurement and
defines concrete countermeasures. For each risk, it contains causes, assessment, measures,
responsible parties and review dates. It is thus the implementation stage of a preceding risk analysis.

How do you create a Risk Mitigation Plan in procurement?

First, risks are identified along the supply chain, for example using data from supplier self-assessments,
supplier ratings and on-time delivery history. They are then assessed by probability and potential
damage, prioritised, and used to derive concrete measures. Finally, responsibilities, deadlines and
review routines are defined.

Which measures belong in a Risk Mitigation Plan?

Typical measures include dual sourcing, safety capacity, lot size optimisation, alternative logistics routes
and contractual arrangements such as flexible call-offs and reasonable notice periods. Early warning
indicators and regular supplier evaluations also count among them. The selection is risk-based and
takes economic considerations into account.

How often should a Risk Mitigation Plan be updated?

In practice, a quarterly review has proven effective, supplemented by event-driven updates in the event
of supplier problems, market changes or new regulatory requirements. Critical material classes are often
reviewed more frequently. What matters is that measures and assessments remain up to date.
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What is the difference between risk management and a Risk Mitigation Plan?

Risk management is the overarching process of identification, assessment, measures and monitoring.
The Risk Mitigation Plan is the concrete results document that records the measures for each relevant
risk. Without a plan, risk management often remains purely analytical.

Which risks particularly affect procurement?

Particularly relevant are supplier failures, mono and single sourcing, long and volatile lead times,
logistics disruptions, price and currency risks, and compliance and sustainability risks in the supply
chain. Quality problems and unclear acceptance criteria can also trigger supply crises.
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