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Abstract- As risk management and supply chain risk management in particular has recently come to the attention of 
researchers and practitioners, advancement in risk management practices can be noticed over the past few years. However, 
according to several research reports, only a small minority of companies are operating at a mature stage of supply chain risk 
management. This report review the results of a research study on supply chain risk management conducted. Obtained input 
from over 50 supply chain executives across multiple industries through mail survey and an in-depth face-to-face meetings 
with six companies. The survey results provide the basis for this paper and allow us to put an up-to-date “twist on risk.” our 
intent is to provide practical guidelines that companies can use today to mitigate and manage supply chain risk. The survey 
data allow us to make up-to-date observations on the following Documented risk Management Processes, Facility loss and 
Backup Plans, Supplier loss and Backup Plans, Supply chain risks and risk Mitigation Strategies 
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I. INTRODUCTION 
 
Today’s business environment is not only becoming 
increasingly competitive and turbulent in nature but 
also full of uncertainties. This reality of the current 
business environment has led to the emergence of 
supply chain (SC) that consists of complex network 
of suppliers, partners and customers to deal with the 
dynamism and uncertainties with their associated 
risk. Supply Chain Management (SCM) is 
increasingly being recognized as the integration of 
key business processes across the network of 
organizations. In fact, one of the most significant 
changes in the paradigm of modern business 
management is that individual businesses no longer 
compete as solely autonomous entities, but rather as 
supply chains. SCM seeks to enhance competitive 
performance by closely integrating all functions 
within an organization and external stakeholders to be 
successful. 
Supply chain risk is recognized in today’s economy 
as a major threat to business continuity. A break in 
the supply chain can reduce a company’s revenue, 
decrease its market share, inflate costs, or threaten 
production and distribution. As our clients’ 
businesses change, so do their risk transfer needs. As 
companies outsource supply globally, revenue 
generation is increasingly tied to the external portion 
of the supply chain. This has increased client 
vulnerability to disruptions involving key suppliers, 
contract manufacturers, service providers and, 
ultimately, customers. 
It is an exciting and a challenging time for supply 
chain practitioners. Recognition of their function’s 
importance has increased markedly in recent years. 
The supply chain is playing a more central role in 
coping with ongoing volatility and looming scarcity 
risks, while also helping the business as a whole to 
become more competitive. 
Increasing numbers of companies have concerns 
about risks to their supply chains caused by climate 
change. Precipitation extremes, major weather events,  

 
water shortages and more are causing corporate 
executives to look to their supply chain function for 
answers. At the same time, companies are also 
increasingly aware of how much the supply chain 
function has to offer in terms of innovations that 
drive new, low-carbon products, sustainability-related 
services, better product and packaging design, and 
other developments that can increase revenues and/or 
command premium pricing.  
 
The supply chain affects the broad footprint of a 
company; it has effects on the environment and on 
the performance of suppliers and other partners in the 
overall value chain. Supply chain innovators have an 
enormous opportunity to improve environmental 
sustainability on a global basis, while also increasing 
the value of their own companies 
 
Five steps to improve risk management at 
organization 
1. Increase visibility and awareness. Make sure risk 
management is a regular feature of discussions, 
reports, KPIs and decisions involving supply strategy 
and tactics, even when no risks are occurring. 
2. Create or enhance risk management maps of the 
supply chain. For example, map geographies, 
facilities, logistics, material flows, information flows, 
dependencies on systems or data, and alternatives or 
options at each point should a risk develop that 
degrades or eliminates a mapped location, capability 
or asset. 
3. Improve supply chain partner relationships and 
information flow measures and metrics. 
4. Benefit from training and education, whether by 
formal classes or informally by conducting supply 
chain risk simulations or drills. Education should help 
build skills in best practices, knowledge of 
probabilities of specific risks and their effective risk 
counter-measures, and the overall optimal balance in 
the supply chain of known risk prevention and post-
risk exposure readiness and agility. 
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5. Capture and address hidden soft risks and 
previously unforeseen, unintended or unaccounted-
for issues. Decisions designed to increase the pace of 
production, for example, may increase hard or soft 
risk and should be analyzed and addressed in advance 
of practice. 
 
II. STUDY OBJECTIVE 
 
 To study the impact of supply chain risks on 

companies performance. 
 The second objective of the project was to gain 

an understanding of the types and levels of 
risks companies face in their supply chain, and 
to estimate the maturity companies 
demonstrate in managing these supply chain 
risks.  

 
III. LITERATURE 
 
In the process of risks analysis, the identification step 
is often considered as essential. The literature enables 
the identification of a set of risk factors linked to the 
functioning of supply chains, and that could harm its 
level of logistical performance. Through logistical 
performance, we mean the capacity to ensure the 
satisfaction of the client by delivering good quality 
products, in the right quantity, at the right time, in the 
right place by consuming fewer resources. Among the 
typology of existing risks, we have adopted the 
classification within three large families developed by 
Davis (1993). They successively analyze the risks 
associated to the management of the upstream supply 
chain (relationships with the suppliers), the 
operational risks (within the company), and the risks 
linked to the management of the downstream supply 
chain (relationships with the customers).  
Pfohl, Köhler, & Thomas’(2010) vision is relatively 
similar, they refer to risks within a focal firm and 
risks outside of this company and within the supply 
chain. The authors add the risks outside of the supply 
chain that affect the focal firm, natural catastrophes 
or wars for example, that we will not address in this 
article. A recent synthesis is suggested by Behnezhad, 
Connett, & Nair (2013) 
 
A well-known case of a supply chain disruption is the 
crisis faced by Coca-Cola in Europe in mid-1999, 
when people fell ill after consuming the soft drink. 
Coca-Cola had to recall about 30 million cans and 
bottles – the largest product recall in its 113-year 
history. For the first time, the entire inventory of 
Coca-Cola’s products in Belgium was banned from 
sale. Soon after that incident, France, Luxembourg 
and The Netherlands also banned or restricted the sale 
of Coca-Cola products. It is estimated that this 
product recall caused over $200 million in expenses 
and lost revenue and damaged the brand image of the 
trade-marked products of The Coca-Cola Company 
(Johnson and Peppas, 2003). 

Another noted example is the fire that destroyed a 
Philips electronics component plant in New Mexico 
in 2000. This plant supplied both Nokia and Eriksson. 
Nokia reacted promptly, securing components from 
the market. Eriksson, on the other hand, was left with 
supply shortages that translated into an estimated 
$390 million in lost sales. The most significant 
consequence of this supply chain disruption may have 
been the subsequent loss of Eriksson’s market share 
dominance to Nokia (Sheffi, 2007). 
These cases illustrate that the risk of supply chain 
disruptions is very real and that such disruptions can 
have large financial implications. In fact, according to 
a study by Aberdeen in 2005, a company typically 
has an average of 12.9 supply chain disruptions per 
year, and 73% of industries worldwide have 
experienced a major supply chain disruption during 
the last 5 years. 
In 2008, more than 75% of supply chain executives 
stated that supply chain risk was still increasing 
(Marsh, 2008), and no less than 73% of the CEOs, 
CFOs and COOs were concerned about supply chain 
risk (Mc Kinsey, 2008). 
Clearly, supply chain risk management is a necessity. 
Moreover, in a global downturn, having a supply 
chain that is optimized for risk management as well 
as for cost management can be a source of 
competitive advantage 
 
IV. METHODOLOGY 
 
In order to reach the objective, in this study it had 
been developed a supply chain risk assessment tool. 
By means of the percentage analysis tool allows us to 
estimate the impact of events in the supply chain on 
the chain’s performance. Essentially, this tool: 
Provides an assessment of the impact of disruptions 
on a Company’s operational and financial results and 
Supports companies in managing their supply chain 
risks. 
The method used for this study is quantitative 
method. The sampling technique used in this study is 
convenience Sampling. Both primary and secondary 
data are taken for the survey. For the purpose of 
achieving objective a survey instrument is developed. 
The insights gained from conducting the survey in 
over 50 companies are summarized in this report. In a 
later phase, the plan to use the survey as a benchmark 
tool that will allow practitioners to measure their 
company’s supply chain risk.  
 
V. CASE STUDY 
 
The report summarizes the results of a research study 
on supply chain risk management conducted and over 
50 different industries executives responded to our 
questionnaire, which assessed the level of supply 
chain risk these companies were facing as well as the 
level of maturity they had reached in managing their 
supply chain risk. Few supply chain professionals 
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dispute that the supply chain strategy in the firms 
should identify possible global supply chain risks, 
develop probability and impact assessments, and then 
create risk mitigation plans executing this process can 
help avoid much pain later.  
Based on a literature review and on several in-depth 
interviews with managers, we identified 33 different 
types of supply chain risks. These 33 risks can be 
grouped into 5 categories: demand, supply, process, 
control and environmental risk. In survey instrument, 
we have asked the respondents to score the frequency 
of each of the 33 potential disruptions in his or her 
supply chain, on a scale from 1 to 5. A score of 1 
means that the respondent strongly disagrees that the 
disruption occurs, indicating a low level of risk. A 
score of 5 means that the respondent strongly agrees 
that the disruption occurs, indicating a high level of 
risk.  
Table 1 gives an overview of the 33 supply chain 
disruptions and the average score for each disruption. 
The risk variables that have the highest scores are: the 
changing economic environment, the volatility in 
demand, the fluctuations in supply (prices of 
materials), and the dependency on suppliers. To some 
extent, the timing of the data collection (at the start of 
the economic downturn) may have raised the scores 
of these top risk variables.  
Figure 1, displaying the information of grouped into 
the 5 categories of risk, shows that demand, supply 
and process risks have the highest average frequency 
(3.2) and that their scores are approximately equal. 
The environmental risks – particularly the first two 
sub-categories – score low on average (2.7 and 2.8). 
At first glance, this seems somewhat surprising, 
because managers often discuss environmental risks, 
while our research shows that these risks occur the 
least We compare these variations, two conclusions 
arise: first of all, the demand and supply categories 
have a high average frequency, but they have a low 
degree of variation – which means that these risks are 
high for most of the companies in the study. In 
contrast, the two environmental risk sub-categories 
with a high frequency also have a high degree of 
variation –which means that some companies are 
experiencing a high level of environmental risk and 
some companies are experiencing a low level of 
environmental risk.  

 
 
The survey looks more closely at supply chain risk 
management by asking whether the company has 

someone formally responsible for supply chain risk 
management and, if so, in which department this 
person is based.  Figure 1 shows that 64% of the 
companies have no one responsible for managing 
supply chain risks, 27% have a supply chain risk 
manager who is based in the supply chain 
department, and 9% have a supply chain risk manager 
who is not based in the supply chain department 
 

 
Figure 1: Percentage of risk managers 

 
Based on these results, it is assumed that most 
companies are not yet mature at managing their 
supply chain risks. But having a supply chain risk 
manager is only one of the aspects of maturity in 
supply chain risk management. 
 
1. Documented risk Management Processes 
All surveyed uses outside expertise in assessing risk 
for their supply chain. Instead virtually all (36 
percent) soldier outside, doing the best they can 
within in departments. (The rest admit they do not 
consider risk at all.)  
 

 
Figure 2: How risk is assessed? 

 
The majority (64 percent) of companies has no risk 
manager in the firm. But almost all of these internal 
company risk assessments ignore supply chain risk. 
Instead, they focus on product liability or overall 
financial issues that could impact shareholder value 
in a material and very public manner. 
 
2. Facility Plan 
If natural disaster or major equipment failure shuts 
down a company facility (a factory or a distribution 
center-Dc), about half of the firms surveyed (53 
percent) have a backup plan that can be implemented 
quickly. The bad news is that the other half (47 
percent) do not have a backup plan. 
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If disaster strikes, about seven in 10 companies (69 
percent) have a documented response plan in place to 
salvage business with their customers either through 
product substitution, proactive communications, or 
inventory. This means that almost a third of 
companies do not have any disaster response plan in 
place for supply chain risk. 
 
3. Suppliers Loss: On average, about 49 percent of 
the firms surveyed had suppliers who could continue 
to supply if they suffered a disaster in one location, 
meaning that over half (51 percent) could not 
continue supplying within a reasonable time frame. 
 
4. Supply chain risk rating 
The no. 1 risk on the minds of those surveyed was 
potential quality problems. Long global supply lines 
make it very difficult to recover from quality issues. 
The second-ranked risk concerns the requirement for 
increased inventory due to a longer global supply 
chain. Caught up in the appeal of low cost labor. 
Natural disasters stand as the no. 3–ranked risk, no 
doubt brought to top of mind with recent high profile 
natural disasters. 
 
5. Risk Mitigation strategies 
The No. 1 strategy used to mitigate supply chain risk 
is to choose financially strong, competent world-class 
suppliers. That is easier said than done. Firms tell us 
that it takes approximately two years to develop and 
fully certify a global supplier. The second-ranked 
strategy used to mitigate supply chain risk focuses on 
compressing global shipping time and cycle time 
variation. Leading firms apply lean principles and Six 
Sigma techniques to this effort. They map the value-
stream of the end-to-end global shipping process and 
look for ways to reduce or eliminate waste and delays 
at every step. The third-ranked strategy used to 
mitigate supply chain risk involves the use of 
visibility tools to closely track global shipments and 
take action when necessary. leading firms use supply 
chain event management technology to send alerts to 
key personnel when action needs to be taken by 
someone, somewhere in the global supply chain to 
address potential delays 
 
Supply chain risk maturity 
It is striking that, in the highly mature companies, 
30% of the supply chain risk managers are not based 
in the supply chain department, whereas this 
percentage is only 7% in the immature companies. 
Maturity seems to be linked to creating a team that 
focuses on risk management, or at least takes a 
broader perspective on the issue, which extends 
beyond the borders of the supply chain department. 
 
VI. RESULTS AND DISCUSSION 
 
Due to globalization – and despite some supply chain 
best practices – supply chain risks have increased. 

Although companies and supply chain managers have 
increased their risk management efforts over the past 
few years, only 18% of the companies are at a mature 
stage of supply chain risk management. In particular, 
the organizational dimension of supply chain risk 
management – that is, the creation of cross-functional 
teams to manage supply chain risks – needs further 
attention. Our research shows that the highest levels 
of supply chain risk can be found in the demand, 
supply and process risk categories. As these risks are 
in the supply chain manager’s domain, the 
management of them is undoubtedly part of his/her 
job. In companies with a high level of other supply 
chain risks – especially environmental risk – the 
organizational dimension can be developed by 
forming a formal cross-functional risk management 
team, where a risk manager works with the supply 
chain manager to manage all supply chain risks.  
In particular, the organizational dimension of supply 
chain risk management – that is the creation of cross-
functional teams to manage supply chain risks – 
needs further attention. 
To manage supply chain risk in your company, you 
will have to develop processes to Identify, prioritize, 
and mitigate risk.  
Risk identification 
What can go wrong? 
Risk assessment 

 What is the likelihood it will go wrong? 
 What is the magnitude of the consequences 

and overall impact on the firm? 
 How quickly will the problem be 

discovered? 
Risk mitigation and management 

 What options are available to mitigate the 
risks? 

 What are the costs and benefits of each 
option? 
 

Leading companies have a process that executes these 
steps continually over time. In the dynamic global 
environment, change is a constant. Risks identified 
and mitigated today become obsolete tomorrow. Risk 
management must be an ongoing process. 
 
CONCLUSION AND IMPLICATIONS 
 
Due to its global nature and systemic impact on the 
firm’s financial performance, the supply chain 
arguably faces more risk than other areas of the 
company. Risk is a fact of life for any supply chain. 
In spite of that, the vast majority of companies give 
this topic much less attention than it deserves.  
Supply chain risk cries out for a process to manage it. 
We recommend that all firms need to implement the 
three-step risk management process described in the 
paper.  
Step one-is to identify supply chain strategy team 
should set aside time to identify the risks facing 
supply chain. This should be a free-flowing 
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exchange, with plenty of time set aside. The group 
should not let themselves feel intimidated or 
overwhelmed. There are no bad ideas or suggestions. 
Get everything on the table without any constraints or 
criticism. A key to the success of this exercise is to 
identify the right stakeholders. The team should 
ideally get together in an off-site meeting to 
recognize the risks facing the firm’s global supply 
chain. In addition, this should be done regularly. Risk 
changes constantly. Once if solved one risk, another 
surfaces. Depending upon business, it may be time to 
advocate for a permanent risk manager who focuses 
solely on preemptive supply chain risk management 
and solutions.  
 
Step two-prioritize: once members and their team 
identify the risks facing in their supply chain, they 
should prioritize them to avoid overwhelming the 
organization. Do not try to solve all the risks facing in 
their supply chain at once. Regardless of a company’s 
size and geographical scope, several methodologies 
exist to prioritize risks. This study mentions several 
tools that companies can use, including the Failure 
Mode and effect Analysis (FMEA) and others.  
 
Step three- Mitigate: In the final step of a risk 
management process, mitigation plans need to be 
developed for the highest priority risks. The line 
organization should be deeply involved in, and own 
this part of the process, as should the other 
stakeholders.  
 
In summary, it should be clear: supply chain 
professionals cannot afford to delay stimulating their 
supply chains against disaster; they must install a risk 
management process now to ensure continuity and 
resilience for the long-term. 
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