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SCM Analysis of Supply Chain Strategies and Disaster Planning 

Background of the Case 

Since ancient times, people have been concerned with risk management while conducting 

various types of business activities (Covello & Mumpower 1985). Almost every firm is at risk of 

having to close its doors because of unanticipated and unplanned situations. Risk management is 

used for identifying, assessing, and managing risks to protect an organization's financial well-

being, particularly in terms of capital and revenues. Risk management has to contend with 

various issues, including financial instability, regulatory liabilities, technological difficulties, 

strategic management mistakes, and natural disasters. Examples of incidents that have left 

businesses reeling include the Great Recession, Middle East unrest, terrorist attacks, floods, and 

flu epidemics or pandemics. 

Moreover, a path of devastation, death, and wreckage was left behind by the horrific 

earthquake and tsunami that devastated Japan in 2011. Consider another instance of Hurricane 

Harvey's damage to the Houston metro region in 2017 as well. Nearly 700,000 cars were 

estimated to have been damaged due to floods and wind damage, which also affected logistics to 

and from the area's ports and forced the closure of oil refineries and storage facilities for a 

prolonged length of time (Venkataraman & Pinto, 2018). Though such catastrophes are possible, 

experts believe that less than 10% of organizations have prepared for interruptions in their key 

operations and supply chain. Because of natural catastrophes or other safety and security issues, 

these examples demonstrate how companies should create and implement global operations and 

supply chain plans for risk management. Disaster planning and risk management should be vital 

aspects of any company's supply chain strategy since just a few organizations have strategies in 

place to deal with operational and supply chain interruptions in the event of a disaster. An 
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effective risk management plan may help a company identify and evaluate a wide range of 

dangers and opportunities. One of the main goals of risk management systems is to prevent 

problems from arising in the first place. Effective risk management in a business enables it to 

identify and estimate the impact of unknowns on its bottom line. 

Accurate Description of Specific Situation or Problem 

 This case study illustrates that companies must have risk management plans in place to 

protect their operations and supply chains from natural disasters and other threats. Many 

companies do not implement risk management measures until a significant disaster occurs, 

which results in huge losses of income and sales, as well as customer base and market share. 

However, the creation and implementation of supply chain strategies for risk management is a 

complicated process that requires companies to make key decisions. As a result, companies must 

select where to begin the creation of their supply chain risk management plan. The following are 

the three most crucial situations that businesses may encounter: 

1. The first step is to gain a clear understanding of the company's supply chain, including 

not just its first-tier suppliers but also the more distant suppliers of those suppliers. Even 

if a company may assume it is safe, what if a critical supplier relies too heavily on a 

single source for its raw material? Is it necessary for the company to look into recruiting 

more suppliers to avoid running out of essential raw materials? 

2. Second, companies must prepare for and learn from disruptions. A company's 

procurement expenses can be reduced by getting bulk discounts from a single supplier for 

its purchases of products and services. It is worth noting, however, that the technique has 

its drawbacks. If at all feasible, have some work sent to a different vendor regularly. This 
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means that if Supplier A suffers an outage, a firm may easily reach out to Supplier B for 

urgent supplies, provided it has an established relationship with that supplier. 

3. Third, the supply chain risk management approach of successful companies is continuous 

and consistent and not a one-time phenomenon. Risk management plans must be revised 

and reevaluated regularly to reflect changes in the global economy and the operations of 

the company. Additionally, it is frequently recommended that people and corporations 

develop an organization that can respond rapidly to whatever happens, which includes 

determining who is accountable for implementing an emergency response plan and 

providing them with the required resources in preparation. 

Identification of Key Issues and Situations 

1. Stockpiling of the Inventory 

It is not sensible to stockpile in anticipation of a disaster because numerous other 

factors, such as customer desire, environmental considerations, and so on, affect whether 

or not the inventory is sold as anticipated. Excess inventory, on the other hand, can lead 

to shoddy products and deterioration. Excess inventory in warehouses can quickly 

degrade and expire, resulting in significant financial losses. 

2. Risk Management and Disaster Response to Heinz Company 

Following are the possible steps for disaster management at Heinz: 

 Assessing the dangers and vulnerabilities, such as stockpiling supplies or keeping 

in touch with consumers. 

 Evaluating income, high-risk commodities, and gear. 

 Securing all important documents and records 

 Development of business continuity plan 
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 Identification of possible funding sources (Mississippi State University, n.d.) 

3. Methods of Risks Identification 

Following are the methods to identify the most likely and serious risk an organization 

faces: 

 Breaking down the bigger picture (Webb, 2021). 

 Following a pessimistic approach 

 Consulting an expert 

 Conducting internal research 

 Frequent employ feedback 

4. Sufficiency of Risk Management 

Risk management planning's adequacy is a major worry for corporations as well. 

When it comes to risk management, there is a limit to how much work you should put 

into it. One cannot produce flawless work from the start, and anything that comes close to 

perfection will cost a lot of money. Instead, a firm's goal should be to get as much 

protection as possible for the amount of effort it puts into it. Furthermore, companies 

should spend time identifying and studying each danger to comprehend the facts that 

indicate how significant it is. Several considerations must be taken into account to ensure 

that risk management is adequate: 

1. Prioritizing the risks 

2. Possibility of avoidance and protection 

3. Cost-effective planning 

4. Feedback process 
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Identification of Possible Alternatives 

Following are some other possible risk management methodologies: 

 Involvement of the Stakeholders 

Firms must include stakeholders throughout the whole risk management process, 

starting with conducting a Risk Assessment. Managers, clients, workers, shareholders, 

unions, etc., are all examples of stakeholders. It is also possible that several of these 

people are essential members of a firm’s risk management team. To get a complete 

picture of a company's risks and responsibilities, one should consider all of the people 

listed above, as they each represent a different role within a company. 

 Effective Communication Plan 

Communication is the first step in risk assessment and risk management. Sharing 

risks with employees is another key part of risk management. Moreover, it requires that 

all departments identify and keep tabs on the most significant dangers to the corporation. 

 Continuous Risk Monitoring Strategies 

After a thorough risk assessment and implementation of appropriate controls, the 

next step is to conduct regular monitoring to ensure that the controls are working as 

intended. All risk mitigation strategies must be monitored to verify that they are operating 

and effective, and this is an essential part of any risk management strategy. 

 Frequent Performance Review Meetings 

The management of risk is sometimes implicitly linked to the management of 

performance reviews. Using performance management and evaluation tools, you do not 

have to put in any extra effort to get risk information. Performance reports, for example, 
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might help raise awareness of emerging concerns by identifying performances that 

change unexpectedly. 

Analysis of Advantages and Disadvantages of These Alternatives 

Advantages 

Following are the advantages of utilizing the alternative risk management and disaster 

response strategies: 

1. Vigilance 

In times of crisis, maintaining a sense of calm and disciplined alertness is much 

easier with the aid of risk identification and monitoring. It includes all of the hazards that 

are most likely to occur and are scheduled to be implemented without any assumptions 

running. 

2. Minimization of Disaster Harm 

The business functions are aware of the risks that are addressed in the specified 

assessment plans. Therefore, change policies and contingencies that are effective inside 

the mapped business functions can be accelerated by using this tool. 

3. Long Term Benefits 

Developing a risk management plan is a continuous process that culminates in a 

final grade. There are several steps to this process, and they all contribute to a lack of 

preparation, planning, and execution. 

4. Saving Time and Costs 

Consequently, the products that are produced always save money by 

consolidating the expenses through an adequate risk management approach. For instance, 

it saves money and time in the case of a fire. 
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Disadvantages 

1. The complexity of the Calculations 

Risk management necessitates the application of sophisticated mathematical 

techniques. Therefore, the correct collection and computation of data become difficult 

without using pricey high-tech gear, which is usually excessively expensive. 

2. Loss Management 

A company's risk response strategies might suffer significant losses if they are not 

properly managed. 

3. Unpredictability 

It is excessively difficult to predict future circumstances with accuracy.  

4. Implementation 

Risk management takes a long time to gather information regarding strategic 

plans. Additionally, its implementation takes immense care, funding, and an efficient 

management system. 
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