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Step 1: Risk Identification

Step 2: Risk Assessment 
and Evaluation

Step 3: Selection of 
Appropriate Risk 
Management

Step 4: Implementation of 
Supply Chain Risk 
Management Strategies

Step 5: Mitigation of Supply 
Chain Risks

Manuj and Mentzer (2008), “Global Supply Chain Risk 
Management,” Journal of Business Logistics, Vol. 29, No. 1, pp. 
133-155.

Business Continuity
Strategies and Planning.

Work with Procurement to 
select vendors and 
suppliers. 

Test your Plan with your 
critical Suppliers.

Classifying risks into 
supply, operations, 
demand and security risks.

Decision analysis, Case 
Study, Perception Based.
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• Loss of major accounts
• Volatility of demand
• Concentration of customer

base
• Short life cycles
• Innovative competitors

• Dependency on key suppliers
• Consolidation in supply markets
• Quality and management issues

arising from off-shore sourcing
• Potential disruption at 2nd tier level
• Length and variability of

replenishment lead-times

Supply RiskDemand Risk

• Manufacturing yield variability
• Lengthy set-up times and 

inflexible processes
• Equipment reliability
• Limited capacity/bottlenecks
• Outsourcing key business 

processes

Process Risk

• Power relationships
• Poor visibility along the pipeline
• Inappropriate rules that distort demand
• Lack of collaborative planning and forecasts
• Bullwhip effects due to multiple echelons

Network/Control Risk

• Natural disasters
• Terrorism and war
• Regulatory changes
• Tax, duties and quotas
• Strikes

Environment Risk

%&'()��%&'()��%&'()��%&'()��*+�*+�*+�*+�)�"�!�),))�"�!�),))�"�!�),))�"�!�),)
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You are working in the purchasing department for a large insurance company in 
southwestern Ontario.  It is Friday afternoon at 3:00 pm and you have just heard that 
your marketing department is working on a very important project.  It seems that they 
have decided to try and help those unfortunate individuals who have lost their 
electricity due to the ice storm that has just hit the Ottawa region three days ago.  
Their idea is to buy some gas powered generators. They have a large number of 
important clients that need help and need it quickly.  For some unknown reason the 
marketing department did not think of getting your help until now.  By the time you 
get all the details, every senior signing manager has left the office since it is already 
4:00 pm.  The total purchase is going to be greater than your authorization.

You have plans for the evening and would like to go home.  If you spend another 
Friday night at work, you are in deep trouble.  On the other hand if you can pull off a 
small miracle you will have done wonders for the image of your department and
company.

You have 15 minutes or less to decide what to do and how you are going to execute 
your plan.

Good luck.
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9

1

11

27

53

Extremely Capable
Somewhat Capable
Slightly Capable
Not Very Capable
Not at all Capable

% of respondents1

(n=3,079)

Somewhat Capable

1 All data weighted by GDP of constituent countries; figures do not sum to 100%, 
because of rounding; excludes respondents who answered “don’t know.”

Source: September 2006
McKinsey Quarterly 
Global Survey of Business Executives
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24

34

28

15

There is no Formal
Assessment

Qualitatively/Intuitively

With rough Quantative
Estimates

With Detailed Models of
Cash Flow at Risk

% of respondents1

(n=2,924)

On a wing and a prayer

1 All data weighted by GDP of constituent countries; figures do not sum to 100%, 
because of rounding; excludes respondents who answered “don’t know.” Source: September 2006

McKinsey Quarterly 
Global Survey of Business Executives
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High

Low

Low High

Probability of Occurence

Consequence/
Impact

E D
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�����������	�F
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S = Severity 1. no direct effect on operating service level
2. minor deterioration in operating service level
3. definite reduction in operating service level
4. serious deterioration in operating service level
5. operating service level approaches zero

O = Likelihood of occurrence 1. probability of once in many years
2. probability of once in many operating months
3. probability of once in some operating weeks
4. probability of weekly occurrence
5. probability of daily occurrence

D = Likelihood of detection 1. detectability is very high
2. considerable warning of failure before occurrence
3. some warning of failure before occurrence
4. little warning of failure before occurrence
5. detectability is effectively zero
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The Resilient 
Supply Chain

1. Supply Chain 
(re)engineering

Supply Chain 
Design

Supply Chain 
Understanding

Supply Base 
Strategy

2. Supply Chain 
Collaboration

Collaborative 
Planning

Supply Chain 
Intelligence3. Supply Chain 

Risk Management 
Culture

4. Agility

Visibility

Velocity

Supply Chain 
Continuity 
Teams

Board level 
responsibility & 
leadership

Consider risk in 
decision making
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Relative spend Low

High

Supply 
Exposure
(market 

Risk)

High

Bottleneck
=

Low value, high-risk

Bottleneck
=

Low value, high-risk

Strategic/Critical
=

High value, high risk

Strategic/Critical
=

High value, high risk

Leverage
=

High value, low-risk

Leverage
=

High value, low-risk

Routine/non critical
=

Low value, low-risk

Routine/non critical
=

Low value, low-risk

Figure 14.2 $
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Low Occurrence, Low Impact
Review and improve 

quality assurance process

Low Occurrence, High Impact
Implement joint process

improvements with suppliers, 
have emergency plans, buy 

contingent business 
interruption insurance

High Occurrence, Low Impact
Monitor supplier 

performance

High Occurrence, High Impact
Begin resourcing 

efforts on these SKUs
redesign product 

or find new suppliers

Low

High

Risk 
Impact

Risk Occurrence
Low High
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Assessing 
suppliers

Pre contract award

a pre-commitment 
assessment of a 

potential supplier’s 
capability of 

controlling quality, 
delivery, cost and all 

other factors 
forming part of a 

buyer’s requirement

Supplier 
Appraisal

Post contract award

is an objective 
assessment, often 

expressed as an index, 
of a supplier’s 

performance in meeting 
standards agreed with 
the buyer in the supply 

of goods, works 
materials or services 

during the lifetime of a 
contract

Vendor 
Rating 

Pre contract award

The provision of finance, 
technology or other 

forms of assistance by 
the buyer to a supplier 

to enable the supplier to 
offer a product or 

service which meets the 
buyer’s needs, or to 

interface with the buying 
organisation in a 

mutually appropriate 
way (Compton and 

Jessop – CIPS 
dictionary of terms and 

conditions)

Supplier 
Development
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Source: The View of the Supply Chain From Wall Street – J. Stuart Francis - Lehman Brothers, February 2003
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Reasons for glitches
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