
Supply Chain Assurance Podcast Transcript

NEVILLE HOBSON:  Welcome to the www.BusinessAssurance.com  Supply Chain Assurance podcast. My name is Neville Hobson.
This podcast is a series of interviews on Supply Chain Assurance, a vital focus of corporations around the world as they work to minimise risk in their global supply chains.

We focus on the introduction of Supply Chain Assurance services by Lloyd’s Register Quality Assurance, LRQA.  All the interviewees that you will hear on this programme have been involved in the development and implementation of Supply Chain Assurance.

Gail van den Bos, the Product Manager at LRQA responsible for Supply Chain Assurance, starts us off by introducing Supply Chain Assurance:
00:40
GAIL VAN DEN BOS: Everybody seems to be talking about supply chains at the moment. It’s very much a hot topic. But talking about “supply chains” is quite difficult: it’s a vast and very complex area. After I’ve outlined how LRQA is approaching this, we’ll be hearing from people across our company who’ll give their thoughts on how Supply Chain Assurance works in practice.
NEVILLE HOBSON: What is so important about supply chains?
01:03
GAIL VAN DEN BOS: If you think about it, the scale of a supply chain is huge: we’re all involved with supply chains everyday: buying a sandwich, filling the car up with petrol, flying off on holiday…we’re the consumer at the end of a long process involving many, many others. Consider the supermarket supply chains behind the products sitting in your ‘fridge, bought perhaps from a large supermarket with 100’s of shops, that carry tens of thousands of product lines, manufactured and supplied by 1000’s of suppliers worldwide that in turn have their own suppliers, all coming together through supply networks also involving various types of transport, warehousing, software and so on.  

So there’s a need to get everything right, all the way through the chain, so that the required product or service gets into the consumers’ hands. And getting it right has to be achieved across worldwide sources, across many, unrelated organisations, that it’s hard to directly influence or monitor.

And when it goes wrong, it can go wrong big time. For those involved, it’s costly, wasteful; it affects reputation, and poor performance in a supply chain is to the advantage of competitors. 

Supply chain management (term that came into use from around the 1980’s), is used to describe how key business processes come together to make sure products or services are delivered to consumers, and that they are satisfied with them.  

LRQA plays a part in helping companies understand where there are weaknesses in their processes and potential risks in their supply chains - so they can manage these in a systematic way and reduce them. 

Because if they don’t and there’s a breakdown in the processes in the supply chain, there’s the potential for devastating financial loss and damage to reputation - which may be difficult to overcome.  

Consider how image and reputation is very important to companies. Many companies are very high profile and when you think about them, their names represent ‘quality’, ‘reliability’, ‘safety’, ‘trustworthiness’ : this is fragile: they’re very dependent on their supply chain.

And consider all the supply chain risks that can impact on a company’s reputation.
NEVILLE HOBSON:  Gail tells us about the risks to reputation that supply chain issues can cause.
03:09
GAIL VAN DEN BOS:  Companies risk their reputation every time they make a claim about their product or service. For example a company claims to be a ‘quality brand’ and ‘socially responsible’ but their products are then found (by a customer, by the media perhaps), to be unreliable, environmentally unfriendly and made using child labour. But they could, of course, be totally unaware of this because they’ve relied on an unreliable supply chain.
Something else that’s important to consider in supply chains is increased “global sourcing”: the finding of new and alternative sources of supply across the World. 

There are increased risks for companies working globally: they need additional assurance to cover the products or services.  Suppliers operating at some distance are a risk: there is the potential for less control. And then for things to go wrong. 

Companies need assurance of the capability of potential suppliers to meet their requirements and deliver what they want.  And, after placing business with distant suppliers, they need to know that suppliers are complying with their requirements.  

As I’ve said, companies need to know where there are risks in their supply chain and whether these risks are being managed. Because if they’re not, it affects their business. So through “Supply Chain Assurance”, we’re offering companies the opportunity of confidence and knowledge: of knowing what’s really going on in their supply chain.
NEVILLE HOBSON: What does LRQA offer clients to assure their supply chain?
04:32
GAIL VAN DEN BOS: We offer some options for customised approaches that focus on the needs and risks of our clients. 

The first option is where we can carry out audits on behalf of the company using their standard to audit against and their own reporting style.   

The second option is that we can work very closely with companies to understand their problems: what risks do they have? What’s not working in the supply chain? What’s important to them?  A company may come to us because they’ve issues in the supply chain that they want help on.  We can look at specific problem areas and use our assessment skills to help companies develop suitable criteria and an assessment methodology for their supply chain. We can, for example, help identify where to make improvements to manage risks, drive down costs or to enhance performance. We then deliver assessments across the supply chain that are designed to provide assurance and cover the company’s concerns and priorities.
We’ve also got a third option available. We can also make expert assessors available to companies to carry out supply chain improvement surveys, investigating particular concerns and issues.  We then hand over the results to the company to work with. And if needed, we can go on to perform assessments (and certification if required) in the supply chain.

So, no we don’t have an LRQA Supply Chain product: we customise an approach to suit each company. Supply Chain Assurance is very individual.
NEVILLE HOBSON: Where do you start?
05:52
GAIL VAN DEN BOS:  The starting point with any client is to understand what’s needed. We’ll agree assessment criteria, assessment approach and reporting directly with the company, and we’ll develop an appropriately customised service and deliver it where it’s needed.
NEVILLE HOBSON: What sort of work do you do?
06:06
GAIL VAN DEN BOS:  The sort of work we can do is very varied. Assessing systems managing quality in supply chains is something we’ve done for many years.

We also carry out supply chains assessments using criteria covering environmental, H&S, security and social requirements and also for corporate responsibility.   

We have a major advantage that we’re a global organisation: our resource means that we can design and deliver assessments for companies wherever their supply chain is.  And we are flexible. We understand that one year there could be supply chain work in one country, the next year it could be somewhere completely different as companies change their supply sources.  

We have a major advantage that we’re a global organisation: our resource means that we can provide assessments for large clients, wherever their supply chain is.  But we will need to recognise that this may mean a different way of working for us to do this. As each chain will be different, the work will be less routine and can be very demanding. We’ll need to work closely with business centres across the world and understand that the work may need to be flexible. One year there could be work for a particular client in one country, the next year it could be somewhere different, as clients routinely select products from different factories in different countries depending on suitable product and prices they will pay.  

I’ll hand over now to my colleagues who we’ve gathered together to talk about Supply Chain Assurance and their experience of it.

NEVILLE HOBSON: Ian Hodgskinson is the Managing Director for LRQA. Here he talks about the types of organisations that Supply Chain Assurance is relevant to.
07:35
IAN HODGSKINSON: Large organisations many of whom are already LRQA customers recognise that their business depends on long and complex supply chains which cover the entire world.
NEVILLE HOBSON: Ian also talked about the advantages that LRQA offers clients through being a global company with offices and assessors in all corners of the globe
07:57
IAN HODGSKINSON: One of the issues facing organisations with long international supply chains is actually being able to be present in the places that components are manufactured or from where they are shipped.  
LRQA has an international business with its assessors in virtually every country in the world.  This gives us a unique position of being able to provide local service to our international clients wherever their components are being manufactured.

NEVILLE HOBSON:  The Americas have been one of the early adopters. Here we hear how they have worked with key clients to deliver the benefits of Supply Chain Assurance.
08:41
AMERICAS: Here in the Americas we work across many different sectors and our range of services can be customized for our clients. This is especially so with our Supply Chain Assurance work where we carry out ‘2nd party’ assessments or audits on behalf of clients across their supply chains, for example in food, electronics, chemicals and retail. 

Our global knowledge and resource is so important to clients with complex supply chains. Many of them have their businesses headquartered in the USA but their supply chains can be anywhere internationally, particularly in Latin and South America and in Asia. It may not be possible for a client to send internal auditing teams all over the world to check their suppliers, so we do this for them.

We have offices and people available in all the areas where our services are needed. So we’re able to manage assessments that crossover country boundaries and cultures.
NEVILLE HOBSON: Understanding the needs of their clients has been crucial in the development of a tailored approach.
09:37
AMERICAS: We understand that for our clients, when control, performance and a brand name is everything, need experts around them to help them make the most of their systems and resources.  And we offer flexibility: we can help with brand protection by customizing our work to suit our clients and their brands: we can focus on quality performance, risk assessments, environmental performance, social responsibility: whatever the client needs. We also understand increased security concerns for international supply chains, so we can offer supply chain security assessments too.

It’s important to brands that their needs are understood and that they also get something back so that their position is protected: so they opt to work with a company like us that can offer expert advice and ideas. 

As their selected provider for supply chain assessment services, LRQA works closely together with the brand to make sure its supply chain meets their requirements.  And to make sure we really understand our clients’ expectations, it’s not unusual for our expert assessment teams to have additional briefing direct from the client, enabling especially effective and robust audits to be done. 

NEVILLE HOBSON: Giles Hudson is the Product Development Manager for LRQA UK. Giles talked to us about some of the work the UK is pioneering in Supply Chain Assurance.
10:55
GILES HUDSON:
 The majority of the work we do at LRQA is delivered on a 3rd party basis, with assessments, certification, verifications against international standards, EC Directives, sectors schemes etc. 
However, over the last several years we have provided 2nd party services, that is where we are working directly on behalf of main clients to leading international automotive and global retailers to help them solve issues in their supply chain.
The work has included assessing and certifying supply chains against standards given to us by the client. We've also worked with clients to help them develop assessment criteria and appraisal programmes for their suppliers. We’ve carried out verifications of suppliers as part of reviews of supplier capability. We’ve trained suppliers on their customer’s management system requirements. And we’ve introduced new approaches such as scoring and benchmarking, specifically designed to suit a client’s requirements.
NEVILLE HOBSON: Giles told us about some recent work that LRQA UK has done for an international tyre manufacturer.
12:13
GILES HUDSON:
 One of our newest supply chain services is being delivered to an international tyre manufacturer for one of their divisions for their haulage, truck division which covers independent tyre dealer operations.

We’ve taken over carrying out auditing activities that were done by their own management, but as is the way with LRQA, we are able to bring to these audits our independence and objectivity, which was inherently important to the client and was the basis on which dialogue was started.

The assessment criteria are totally based on the client’s requirements rather than any international standards. We report back to the client using their own format and scoring requirements, so they know they are getting information exactly as they need it. Our audit is focused on key areas within their business: it covers performance, stockholding, mobile provision of services and computer system interfaces and accuracy.
NEVILLE HOBSON: How did this supply chain project get started?
13:37
GILES HUDSON: The client made the initial contact to us with a basic concept of what they wanted and then dialogue was initiated. We worked with them to develop the scheme into what it is today. 
NEVILLE HOBSON: What benefits have the client got through working with LRQA?
13:52
GILES HUDSON: The tyre company is very pleased with the service that we have provided for them in terms of us developing the scheme for them and then the additional work we have done for them, in terms of technical support for the scheme and even with regards in marketing and promotion of the actual scheme itself.
NEVILLE HOBSON: We talked to the LRQA global food expert, Cor Groenveld, about his experience with food supply chains. Cor gave us some examples of supply chain assurance at work in the food sector.
14:26
COR GROENVELD: When you talk about the food supply chain, it’s a very complex chain. Even the word chain is wrong, because when you think about a chain it looks like you have certain steps in the right order, but for instance when you take a pizza, a normal pizza has more than one hundred ingredients and those ingredients come from all over, they come from the meat, they come from vegetables, they come from sauces and there are a lot of suppliers involved in that supply chain.

Take an example like a chicken, a normal chicken you use on the barbeque or you just cook it at your home, when you look at food safety there are a lot of different risks. Microbiological risks like salmonella, but also other risks like pesticides that can come into the animal feeds that the chickens are eating, so addressing and identifying the risks is very important to have a very good food safety management system.

NEVILLE HOBSON: Cor talked about LRQA’s supply chain assurance work with a meat manufacturer in the Netherlands.
15:27
COR GROENVELD: An example of a supply chain assurance project that we have done in the Netherlands that was with a producer of meat, and this project covered different suppliers, first of all it covered of course the production of the meat itself, but also it covered the production of the animal feed and also the growing of the animals. 

What happened in the end is that as a world manufacturer of the meat and the suppliers had a better understanding of the risks and also had a better management of the risks. And that gave much more confidence of those parties, but not only for them, also for their clients, the supermarkets and other retailers.

NEVILLE HOBSON: Cor left us with the key benefit that supply chain assurance offers clients in the food sector.
16:12
COR GROENVELD: LRQA can also help you when you look at all those different risk areas in the whole supply chain. What I said before, knowing the risks in the supply chain is very important but also to control them. What we have a service called ‘Supply Chain Assurance’ and what we can do with that service is to identify all the different risks you have in your supply chain and also make sure that you have the right control systems in place for them.

NEVILLE HOBSON: Peter Cornelissen, Manager Certification for the Netherlands, expanded on the food sector case study that Cor Groenveld had mentioned earlier. He started off by telling us how it got started.
16:50
PETER CORNELISSEN: Okay, so this company approached us a few years ago with the question of whether we could help build more confidence in their supply chain. It’s a large food company here in the Netherlands, and we sat together and discussed the issues. Their supply chain is built of a network of organisations, with all their particular risks in terms of hygiene, and in terms of logistics, logistical performance. What we came up with ultimately is a solution where we look at the supply chain, look at the risks in the supply chain and came up with a set of requirements which we assessed throughout the supply chain. 
NEVILLE HOBSON: Peter talked about some of the key issues and how those were initially addressed.
17:40
PETER CORNELISSEN: The key issues they were facing in their supply chain were that they had some problems with logistical performance which influenced their inventory levels and they also had problems with risks related to hygiene care in the supply chain. 
So together with the customer, the first thing that we did was sit together and simply draw the supply chain, who are the partners in the supply chain and subsequently what we did is simply map the risks in the supply chain and where the risks lie. After, jointly with some critical suppliers of this organisation we sat together and what we tried to do was jointly come up with a document, a set of guidelines that describes what the key risk areas are and what means of communication, what means of monitoring those key risks, what means of discussing performance and reviewing performance we should introduce and ultimately this lead to a set of guidelines, a document, a covenant that we call it here in the Netherlands, that we use to assess the partners in the supply chain.

The next step after establishing this set of guidelines was that we did assessments in all the partners of the supply chain, so we visited all these organisations and we looked at their general management systems and we gave particular attention of course to the specific risks that we have identified, and from that we were able to feedback to the larger food organisation particular issues in the supply chain.

NEVILLE HOBSON: Peter went on to talk about some of the direct benefits the customer and their supply chain partners received from working with LRQA.
19:51
PETER CORNELISSEN: So once we completed this process, we were able to give the customer a better understanding of the risks in their supply chain. We helped them to improve the communication towards their suppliers. We helped to have a clearer communication on the requirements throughout the supply chain. And these were important benefits to this customer organisation. Also we helped the suppliers through our feedback to gain a better understanding of the requirements of their important customer. 
NEVILLE HOBSON: The end certificate was a key issue for the clients. Peter talked about how a customised supply chain assurance certificate was developed and issued.
20:37
PETER CORNELISSEN: What we also did for this specific supply chain is that we developed a certificate, a supply chain certificate which was issued after the successful assessment, which was issued to the large organisation and all the partners in the supply chain.

So the certificate we issued to the customer and to their suppliers, gave the customer the confidence that they are successful in managing the risks throughout their supply chain. It also gave the suppliers the confidence that they are successfully meeting the demands of this client. 

The customer was also very successful in using the certificate for promotional purposes, assuring their stakeholders that they had their supply chain under control. 

NEVILLE HOBSON: Paul Lightburn, Manager Intermodal Products with Lloyds Register, has been an integral part of the development of the new supply chain security standard. Here he tells us about how Supply Chain Assurance is the perfect fit for companies looking to benefit from an effective management system that helps minimise their risk.
21:52
PAUL LIGHTBURN: I’m going to give a brief introduction to ISO 28000 and explain the importance of assuring continuity of supply chains for a range of clients. 
After the twin towers disaster, the international maritime organisations at the invitation of the Americas (North America), introduced a code for the National port shipment facility security code which was designed to make more secure ships operations of ships carrying cargo. The port facilities where cargos are loaded and unloaded and the interface between ships and ports. 

A number of individuals and organisations saw that as a very good idea but did question whether or not that was really dealing with the root causes and problems related to maritime transport of goods because there are some 30 million intermodal containers on the move in one point in time and many of these do go in and out of countries which consider themselves to be under threat.

So how to make the containers which are loaded on and off ships more secure was a question that many were asking.

Management systems have been used to improve the quality and environment protection of operations in a number of companies around the world and so those principals which were managed through standards such as ISO 9001 or 14001 were seen as suitable modals to help understand how management systems might play a part in enhancing the security in operation with impact on the supply chain.

The importance of insuring continuity in supply chains is particularly important for large organisations such as the multi-national supermarket chains, e.g. Wal Marts. If their supply chain was to be interrupted for any reason whether it is terrorism or criminal activity or interruptions of supplies due to the vulnerability of the companies that they interface with can be devastating for companies like that. So insuring continuity of supply chain becomes very important for a whole range of reasons. 

NEVILLE HOBSON: Lastly, Paul shared some of LRQA’s successes and plans in assuring supply chains.

24:38
PAUL LIGHTBURN: The companies that we have been working with, many of them have implemented the requirements of the ISPS code. They have looked specifically at their ship operations, ship port interfaces and the port operations. They haven’t necessarily extended that to look up and down the supply chain to see what their upstream and downstream supply chain partners are doing to impact their security and the security of the supply chain as whole.

I think it is important that these interfaces are established and I think we would like to see that many of those who have the most to lose by supply chain being interrupted encouraging their supply chain partners to implement the requirement and make a responsible approach in enhancing supply chain security.

LRQA has been working extensively with its lead client on 28000, DP World, the international port container terminal operator and we would like to feel that they have gained significant benefit from the rigours of the 28000 management system process being put into place and the audits that LRQA have carried out.

We have also spoken to a number of other types of organisations, freight forwarders, Express parcels operators, liner operators in particularly of those shipping containers in the world.

NEVILLE HOBSON:  We return to Gail van den Bos for our closing thought.
26:13
GAIL VAN DEN BOS: We’ve presented how we work in supply chains and highlighted some of our experiences. By working very closely with companies we help to make sure they have knowledge about their supply chain, that it delivers, and reputations are protected.  We understand that having confidence in a supply chain matters to both companies and consumers, so for that reason we have introduced “Supply Chain Assurance.”

26:37
NEVILLE HOBSON:  You have been listening to a Business Assurance.com podcast on Supply Chain Assurance.

Additional podcasts on relevant topics, including climate change, CSR and Food Safety, among others, can also be found on www.businessassurance.com/podcasts 
The site also features news items, a full resource section, an events section, a standards area, as well as blogs on key topics affecting the management systems world today. 

This podcast has been brought to you by Lloyd’s Register Quality Assurance, LRQA. For more information on LRQA, visit www.lrqa.com.

We welcome your input and feedback on this podcast or any other relevant topic. To share your views, click “add comment” at the bottom of any page at www.businessassurance.com.
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