© INTERNATIONAL JOURNAL FOR RESEARCH PUBLICATION & SEMINAR

h ISSN: 2278-6848 | Volume: 14 Issue: 02 | April - June 2023
£ 7 Paper is available at http://www.jrps.in | Email : info@jrps.in

Refereed & Peer Reviewed
Risk Evaluation and Management involved in a supply chain
Hemant Chhabra
Mail id : Hemantchhabra99@agmail.com
Abstract

The risk evaluation and management process involved in a supply chain. The paper identifies
the major risks faced by supply chains, evaluates the “likelihood and impact of these risks,
analyzes the risk mitigation strategies employed by supply chains, and assesses the
effectiveness of these strategies. The research findings highlight the importance of effective
risk evaluation and management in supply chains, with businesses relying on a complex
network of suppliers, manufacturers, distributors, and retailers to deliver products and services
to customers. Supply chain disruptions can have significant financial and reputational
consequences for businesses, including lost revenue, reduced profitability, and damage to
brand reputation. The paper provides insights into effective risk management strategies that
can help to improve the resilience and efficiency of supply chains, including diversification of
suppliers, safety stock, contingency planning, collaboration and communication, insurance,
and technology and automation”. The findings of this study have significant implications for
supply chain managers, providing guidance on effective risk management strategies that can
help businesses to build resilience and adaptability in the face of unexpected disruptions.
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Introduction

Risk evaluation and management are critical aspects of any supply chain, as there are many
potential “risks that can disrupt the flow of goods and services from suppliers to customers.
Some of the risks that may arise in a supply chain include supplier bankruptcy, transportation
delays, natural disasters, labor disputes, and quality control issues, among others. To effectively
manage these risks, supply chain managers need to conduct a comprehensive risk assessment
that involves identifying potential risks and assessing their likelihood and impact. This can be
achieved through a combination of qualitative and quantitative analysis, such as risk mapping,
scenario analysis, and cost-benefit analysis.

Once the risks have been identified and assessed, the next step is to develop and implement
risk mitigation strategies”. This may involve implementing contingency plans, such as
alternative sourcing options, safety stock, and backup transportation routes, to ensure
continuity of supply in the event of a disruption. Additionally, it is important to establish clear
communication channels and collaborative relationships with suppliers and other partners in
the supply chain to ensure early warning of potential risks and to facilitate quick and effective
responses to any disruptions.

Background on the importance of risk evaluation and management in supply chains
Businesses depend on an intricate network of suppliers, manufacturers, distributors, and
retailers to provide goods and services to end users, making supply chains an essential
component of today's global economy. However, there is the possibility of experiencing
interruptions at any point along the supply chain, which might result in more expenses, further
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delays, and a worse level of customer satisfaction. This procedure is not risk-free. Supply chain

disruptions may be caused by a wide variety of factors, such as natural catastrophes,

interruptions in transportation, the bankruptcy of a supplier, problems with quality control,

labour conflicts, and so on. These interruptions may have substantial repercussions for a

company's finances and image, including lost revenue, decreased profitability, and harm to the

reputation of the brand.

As a direct result of these hazards, supply chain managers are coming to the realisation that

risk assessment and management are essential components of supply chain management and

must get more attention as a result. Businesses are able to identify possible risks, evaluate the
possibility of those risks occurring and the effect they may have, and devise ways to reduce
those risks when they carry out an in-depth risk assessment and management process..

Identify the major risks faced by supply chains

There are several “major risks that supply chains face, which can disrupt the flow of goods and

services from suppliers to customers. These risks include:

e Supply chain disruption: This may be the result of a number of factors, including natural
catastrophes, transportation delays, labour conflicts, political turmoil, or the insolvency of
a supplier. Any one of these interruptions has the potential to result in delays in the delivery
of products and services, which in turn may have an effect on the degree to which customers
are satisfied and can drive up expenses.

e Quality control issues: Supply chains rely on the quality of products and services provided
by suppliers. If there are issues with quality control, it can lead to defective products,
returns, and loss of revenue for businesses.

e Cybersecurity threats: As supply chains become increasingly digital, there is a greater
risk of cybersecurity threats. This can include data breaches, theft of intellectual property,
and ransomware attacks, which can result in significant financial and reputational damage.

Evaluate the likelihood and impact of these risks

To evaluate the likelihood and impact of the risks faced by supply chains, supply chain

managers can use various techniques, including quantitative and qualitative analysis. Here's a

brief overview of the likelihood and impact of the risks mentioned above:

e Supply chain disruption: The likelihood of a supply chain disruption can vary depending
on the type of risk”. For example, the likelihood of a natural disaster is low but its impact
can be significant, while transportation delays are more likely but their impact can be
minimal. Overall, the likelihood of a supply chain disruption is moderate, but its impact
can be severe.

e Quality control issues: The likelihood of quality control issues can vary depending on the
nature of the product or service, the supplier's quality control processes, and the regulatory
environment. The impact of quality control issues can be significant, leading to defective
products, returns, and loss of revenue. The likelihood of quality control issues can be
moderate, but their impact can be high.

e Cybersecurity threats: The likelihood of cybersecurity threats is increasing as supply
chains become more digital. The impact of cybersecurity threats can be significant,
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including financial losses, data breaches, and damage to brand reputation. The likelihood
of cybersecurity threats can be moderate to high, and their impact can be severe.
Regulatory compliance: The likelihood of regulatory compliance risks can vary
depending on the regulatory environment and the business's compliance processes. The
impact of regulatory compliance risks can be significant, including legal and financial
consequences. The likelihood of regulatory compliance risks can be moderate, but their
impact can be high.

Demand fluctuations: The likelihood of demand fluctuations can vary depending on the
industry and the product or service being offered. The impact of demand fluctuations can
be significant, including overproduction or underproduction, leading to inventory issues,
stockouts, and excess inventory. The likelihood of demand fluctuations can be moderate to
high, and their impact can be significant.

Analyze the risk mitigation strategies employed by supply chains
Supply chains employ a range of risk mitigation strategies to manage the risks they face. Here
are some of the strategies commonly used:

Diversification of suppliers: One of the most effective strategies for managing supply
chain risks is to diversify the supplier base. By working with multiple suppliers, businesses
can reduce their reliance on a single supplier and mitigate the risk of supplier bankruptcy
or other disruptions.

Safety stock: The term safety stock refers to the practise of storing additional inventory in
order to guarantee that there is sufficient supply to fulfil demand in the event that
unforeseen interruptions occur. This method may assist reduce the likelihood of
experiencing stockouts as well as delivery delays..

Contingency planning: Contingency planning involves developing alternative plans for
supply chain operations in case of disruptions. This can include alternative sourcing
options, transportation routes, and production facilities, which can help ensure continuity
of supply in the event of disruptions.

Collaboration and communication: It is possible to identify potential risks and establish
plans for their mitigation with the assistance of effective communication and cooperation
with suppliers and other partners in the supply chain. Sharing information on demand
projections, manufacturing schedules, and inventory levels is one example of what this may
entail.

Insurance: Insurance can provide financial protection in the event of unexpected
disruptions, such as natural disasters or accidents. This strategy can help mitigate the
financial impact of disruptions and provide businesses with greater resilience.
Technology and automation: Technology and automation can help improve supply chain
visibility, enabling businesses to identify potential risks early and respond quickly to
disruptions. This can include using sensors and data analytics to track inventory levels and
shipment status, and using automation to improve production efficiency and reduce costs.
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Overall, effective risk mitigation strategies involve a combination of proactive planning,

effective communication and collaboration, and the use of technology and automation. By

implementing these strategies, supply chains can improve their resilience and adaptability in
the face of unexpected disruptions.

Assess the effectiveness of these strategies

The effectiveness of the risk mitigation strategies employed by supply chains can vary

depending on the specific risks faced and the implementation of the strategies. However, here's

an assessment of the effectiveness of some of the strategies:

e Diversification of suppliers: Diversifying the supplier base can be an effective strategy
for mitigating supply chain risks. This strategy reduces the risk of supply chain disruptions
caused by a single supplier, such as supplier bankruptcy or production disruptions.
However, the effectiveness of this strategy depends on the business's ability to identify and
onboard additional suppliers, as well as the quality and reliability of those suppliers.

e Safety stock: Holding safety stock can help mitigate the risk of stockouts and delays in
delivery caused by unexpected disruptions. However, this strategy also involves holding
excess inventory, which can be costly and impact supply chain efficiency. The
effectiveness of this strategy depends on the accuracy of demand forecasting and the cost
of holding excess inventory.

e Contingency planning: Developing contingency plans for supply chain operations can
help ensure continuity of supply in the event of disruptions. However, the effectiveness of
this strategy depends on the ability to identify potential risks and develop effective
contingency plans. In addition, contingency plans can be costly to implement and may
require significant investment in infrastructure and logistics.

e Collaboration and communication: Effective communication and collaboration with
suppliers and other partners in the supply chain can help identify potential risks and develop
mitigation strategies. However, the effectiveness of this strategy depends on the quality and
reliability of the communication channels and the willingness of partners to share
information. In addition, effective collaboration and communication may require
investment in technology and other infrastructure.

e Technology and automation: Technology and automation can help improve supply chain
visibility and efficiency, enabling businesses to identify potential risks early and respond
quickly to disruptions. However, the effectiveness of this strategy depends on the quality
and reliability of the technology and automation systems and the ability to integrate these
systems with existing supply chain processes.

“Implications for supply chain risk management practice

The findings of this research paper have several implications for supply chain risk management

practice. Here are some of the key implications:

e Importance of proactive risk management: Effective supply chain risk management
requires a proactive approach that involves identifying potential risks, evaluating their
likelihood and impact, and developing mitigation strategies before disruptions occur. This
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approach can help supply chains to be more resilient and adaptable in the face of
unexpected disruptions.

e Need for collaboration and communication: Effective communication and collaboration
with suppliers and other partners in the supply chain are critical for identifying potential
risks and developing mitigation strategies. This requires open and transparent
communication channels and a willingness to share information.

e Value of technology and automation: Technology and automation can play a significant
role in improving supply chain visibility, enabling businesses to identify potential risks
early and respond quickly to disruptions. This can include the use of data analytics, sensors,
and automation to improve production efficiency, reduce costs, and improve supply chain
resilience.

e Need for contingency planning: Developing contingency plans for supply chain
operations can help ensure continuity of supply in the event of disruptions. This requires a
thorough understanding of potential risks and the development of alternative sourcing
options, transportation routes, and production facilities.

Conclusion
This research article has presented a comprehensive examination of the process of risk
assessment and management that is involved in the operation of a supply chain. The article has
determined the most significant threats that supply chains face, assessed the probability and
impact of these threats, investigated the risk mitigation measures that supply chains use, and
evaluated the efficiency of these strategies. The results of this research shed light on the
significance of efficient risk management of supply chains in limiting possible dangers,
fostering resiliency and adaptation in the face of unanticipated disruptions, and increasing
overall resilience. Supply chains have the potential to improve their resiliency and efficiency,
as well as their ability to improve customer satisfaction and profitability if they implement a
proactive risk management approach that involves identifying potential risks, evaluating their
likelihood and impact, and developing strategies for mitigating those risks. In general, this
study article offers considerable insights into successful tactics for supply chain risk
management”, and it has crucial implications for those who manage supply chains. Businesses
have the opportunity to limit possible risks, increase their resilience, and improve their overall
efficiency and profitability if they integrate the aforementioned tactics into their processes for
managing their supply chains.
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