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Overview

Supply chain is much more than just a buzzword; more
than ever, SCM is currently evolving into an important
success factor for a company. The smooth operation of inte-
grated planning and control along the value and supply
chain is the basic requirement for this. Just how sensitive
this system is has become clearly evident with the global
pandemic. Companies, and ultimately consumers, were
made painfully aware of both the vulnerability of seemingly
stable supply chains in the face of disruptions as well as of
the emerging consequences which now need to be dealt
with. Now, companies are facing a new challenge, the
Supply Chain Act, which is about to enter into force.
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|I1t€l1$i0l1 The number and comF)lexity of global trad'e rejlatior.ls have
increased enormously in recent years, resulting in an immea-
surable product variety. The price is an increased burden
on people and the environment, especially in emerging and
developing countries the implications are severe. To put this
in concrete terms, here are some figures: 25 million people
worldwide are in forced labor, 75 million children are subject
to exploitative labor, 43 million tons of chemicals are used per
year in the textile industry alone, which also causes 35% of
microplastics found in the oceans. These fundamental
violations of human rights such as child labor, exploitation
or lack of labor rights, as well as environmental destruction
such as water, soil, air pollution or illegal logging, are com-
ponents of global supply chains from which German com-
panies profit as well. The sales volume of German companies

in imports amounted to 1.1 trillion euros in 2019.

J)) Prosperity must not be based on the
exploitation of people and nature.
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Ta ki n The law obliges companies to take responsibility for complying
on ome with human and environmental rights along the entire supply
responS| b | Ilty chain. This applies both to the company‘s own operations and
direct suppliers and, to a varying degree, to indirect suppliers

or subcontractors. These due diligence obligations serve to

prevent abuses, but should be proportionate and reasonable

for the company and include the following cornerstones:

. Risk management

. Risk analysis

. Plan of measures

. Complaint management

Legal . Report management

Risk management comprises the identification and elimina-
co nte nt tion of risks to the entire SCM processes as well as transparent
communication. The assessment and prioritization of iden-
tifiedrisks is anchored in the risk analysis and implemented
by means of concrete corrective measures. The provision of
grievance mechanisms within the company is responsible
for following up on indications of human rights and environ-
mental violations as well as for initiating further steps. The
fulfillment of due diligence obligations needs to be completely

documented and reported to the responsible departments.
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Under the draft legislation, companies based in Germany with
more than 3,000 employees will be subject to the regulations
from January 1, 2023. One year later, the scope will be exten-
ded to companies with more than 1,000 employees. The fact
that this law will be vigorously enforced is reflected in the
already defined and high sanctions for non-compliance.
Failure to comply with the duty of care can result in fines of up

to 10% of total sales and exclusion from public tenders.

For companies, the Supply Chain Act means complete trans-
parency in the supply chain. A survey conducted by the
Capgemini Research Institute in December 2020 shows that
this poses a major challenge: Only 10% of the companies
surveyed had fully mapped their supplier network, while 44%
had not carried out any activities in this area. Now, the task
is to transform the often fragile construct of the global supply
chain into stable and transparent processes that meet legal
requirements. In doing so, itis important to ensure that poten-
tial weaknesses are identified in advance, that solutions are
implemented smoothly in the systems, and that the reporting

management provides comprehensive documentation.

In practice, this means extreme efforts for the companies. The
pandemic visualized how sensitively supply chain processes
react to changes, as well as the serious effects that can result.
This shows that the entire supply chain processes must be
intensively analyzed so that serious economic effects can be
identified and timely measures can be taken. SCM tools offer
solutions, but these are often not sufficient to map complex
requirements. What is needed are modern, intelligent tools
that incorporate innovations in practice and thus generate real

benefits for the company.
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The supply chain law requires an end-to-end collaboration
of all involved partners. In its Supply Chain Collaboration
solution, Oracle shows that this can be directly achieved.
Identifying, analyzing and fixing vulnerabilities within your
organization and with your key trading partners is simplified
through intelligent process automation. This allows the entire
supply chain to become more efficient and responsive with
multi-level visibility of all stakeholders. The tool is built on
three pillars, the first being collaboration, i.e. incorporating

partners from the start.

The orchestration covers processes from order management,
contract manufacturing, inventory management to delivery,
and offers extended possibilities for individualizations as well
as analyses and visualizations based on current and forecast-
related data. Compatibility refers to the seamless integration
of the different systems and thus enables a dynamic network
environment.

Another challenge lies in the different infrastructures of the
partners. The range is extreme, from sophisticated IT systems
to outsourcing, from global corporations to micro-enterprises,
allsuppliersneedtoworktogetherinunison. Dedicated portals,
secure message functions or a library for specific applications

support harmonization along the supply chain.

The benefits of such an integrated and multidimensional solu-
tion are evident. Responding quickly to changes in supply or
demand reduces the inventory liability risk and administrative
costs, and provides more transparency and enhanced reliabi-

lity for all partners along the supply chain.
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Supplier
management

Sensitive
processes

The Supply Chain Act requires companies to do much more
than just bring suppliers together. Uncovering risks and vul-
nerabilities, as well as the resulting actions derived and com-
bined with comprehensive reporting are necessary to operate
in compliance with the law. The solution lies in a qualification
management system that improves supplier compliance, data
accuracy and visibility.

Oracle Supplier Qualification Management Cloud provides the
necessary functionalities in this continuous supplier qualifica-

tion process.

The complete solution covers the management of qualifi-
cations and skills, including monitoring for compliance with
company policies and the required documentation. These
complex tasks are implemented by means of an intelligent
query. Coordinated question catalogs are available in a library
and adapted to the specific assessment goals and criteria
of the suppliers. Assessments are carried out on the basis
of defined criteria and are processed automatically. For
example, appropriate notification processes are triggered
when risks are identified. The system also automatically
checks validity periods and notifies improvements. This
means that the latest information on suppliers, including
their qualification status, is always available. This ensures the
necessary transparency, minimizes risks and provides security

with regard to a legally compliant supply chain process.
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Conclusion

The upcoming Supply Chain Act presents companies with the
fundamental challenge of taking an intensive look at their
entire supply chain. The focus is on compliance with human
rights and the conscious and responsible treatment of the

environment.

As a side effect, however, the weak points of the supply chain
can also be identified, which opens up an opportunity to
optimize established processes and generally minimize the

risks that are almost always present in sensitive SCM processes.
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PROMATIS stands for intelligent business processes,
Oracle applications and technologies from one source.
As an Oracle pioneer and multiple award-winning
Platinum Partner, PROMATIS has been providing various
industries with successful project work for over 25 years
- in the upper middle class, in large-scale global corpo-
rations as well as for rapidly expanding companies. Our
customers benefit from proven process models, power-
ful software tools and sophisticated best practice solu-
tions. With subsidiaries in Austria (Vienna), Switzerland
(Zurich) and USA (Denver, CO) as well as a lively global
network of partners, PROMATIS has taken a leading

position as a global solutions provider..
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