
Supply chain risk
CHRIS PEACE outtines the risks p0sed by inadequately managed supply chains.

F o r  m a n y  i l a w  Z € a l a n d
organisations, risks associalcd
with then supply .hains nay be
un!ecogniscd or inadequatell
analysed and elaluated, result-
in6 in  the r isks bein6 poor ly
undeFtood. Al$, the nature alrd
scale ofsupply chain risks fray
not have been com6unicated to
stakeholdeG, .esulting in sur
prises - possibly uSly surprises

i f the r isksevent !atc .
To cite O'Keefe (2004): "S!l'l'ly

.ltnnt ttnnagenlert ht.orpornt.s a
ui.t! n'1s! ol ".rJt sis"ifcort ortt
n terent risks did oppafttrities.
T h6. risks ortl oppon Mit ils opply
to nctii'itils n'ithit th! t.Dipdry's
oryniti.ntior asucll as outside thc
otgorizotiot ol itpplios, ot llte
ttppliets ttppliets, ditl ouhMtu1
nt th. oryarisntiat s .ustornrrc
dnd.rstott.ts custo,n$s. hl oth.'
tuo ls, |h.s! risks nn.l apportuniti.s
c.i aflect the oltir. clnnt. Fot 'kost
orSorizntiots, it G detu thlt ltppll/
d1ou1 t1o3o3ewlt Ptocsls ca,
I'tdtl! ih|r.kcc tht oryriizdtioil s
perhnra,( ntd lhe prednhbilitll

Many organisat ions have
failed toapply the joinl standa.d,
AS/NZS 4360 R6t M.rag!r'.rr
(SNZ, 2004). While it does not
provide answers, the standard
does help an open hinded o.
ganisation idenlily the .isks it

ThinkinE about the standard
definition of risk Gee box) helps
identiiy just what.ould ihPact
on orga^isat ional  object ives;

DEH m0 : RISX
AS/NZS {360 Rist Mar.Srmert deinition of tuk
Risk is the chane of something happef,ing that witl have an
impa.t upon objectiGs.

A risk is often specified in terms of d erent or circumstan 6
and the consequences that may flow from it. Risk is measured in
te.ms of a combination of the @sequenes of an event and thei.
lik€lihood. Risk may have a posjhve or negative i mpact.
S€e ISO/IEC Guide 51 for lisk issu€s .elat€d to safety
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sometimes, it shows that obje.-
t ives have not  been thought
about o. are incomplete.

What sk faom supply chains?
Many organisations (but by no
means the najority) have objec-
tives rvhich may include matters
such as quality, price, service
and OHS.

In relation to OHS obje.iives
of ten speci fy  the absence of
harm or future targets fo! harm
reduct ion.  IncreasinEly,  sub
objedives may specify how lhe
absence ofharm toemployees is
io be achieved (haining, house'
keeping, maintenancs et ).

But  ho$ of ten is  harm to
employees of first-order suppli-
ers and others along the supply
.hain .onsidered? Or harm to
employees of a supplicr scveral
stages along the.hain considered
(Tienan, 2007)? The cxposure
.an rea.h extrao.d inary P.o
portions in industries such as
offsho.c platforms in thc North
Sea, rLhere 80?t of rLo.k is done
bv conhacioB (Walker, 2005).

Just-in+ime delilery systems
aid elficient operation of organi-
sationsbut increasevulnerability
when sofrething goes '{rong.
That "something" can include
events or circumstances involv-
ing employees or .onkactors of
suppliere. This miSht make a
Ne$ Zealand organisation vul
nerable to alleSations that it has
conhacted out unsafe working

How many organisat ions
considered thei r  enerSy and
financial supply .hains before
the problens of 2008? We sa$ oiI
(and thus petrol) triple in pri.e
due to events belond our.ontrol.
And crediibecame very dif 6cull
forbusine$er again for reasons

0lls in lhs sqply chain
The reduction in OHS standards
in Austra l ia  and internat ion
allv sas reviewed by Nossar,
JohnstoN, &Quinlan (2003) and
Quinlan (2003), sho found that
regulatorl agencies had diIfi cul-
tiesfndingthoseatriskandthen
enforcin6 the required stand-
ards. The Australian solutions
they desoibe work r{ithin a
.ounkybut may notworkacross
international boundaries.

Research on occupal ional
health in suppll .hains for the
UK Health and Safety Execu-
tiveby Benjami^ & White (2006)
found that contractors were a
najor pa.t of the supply .hain
but that latencl of slmptoms
and the la.kof resources in SMEs
made it diffcult to identify thc

Research in the USA by Ens-
lo$ (2008) round that pricing of
ener8, food and .ommoditiet
alon8 with the credit crunch,
weredrivi,rg supply chain risks
tohigherlevels. Put another way,
we are aU used to buying com-
hodities .heaply but now find
them becominS more expensive,
leading to the question "Horv

can buyers in the supply .hain

Somc manufactureG 6ay be
tempted to look for  cheaper,
offshore locations. The events
in Thailand (political rGk) and
China Geputational risk) in 2008
suSSestthis may not be prudent
in the medium or long terd.
Riichie & Brindley (2000) com-
mented that going offshore or
being there aleady - and man-
aging supply chain rcks may

be.ome more di f6cu lt as suppli-
crs (and theirsupplieG) becofte
smaUer, more l.agmented ard

Cft angss and opporlunilies
By goinB beyond convention-
al regulation, the EU REACH
legislation has had global re-
per.ussions and is  a l ready
innuencinB how se rcgulate and
manage hazardous substances.
Farber (2008) noted that the EU
requirements $,crc changing
horv Chinese manufa.turers of
toxic subslances manufacture,
label and p.ovide information
about their exports. How many
health and safety practitioners
have re.ogncerl those chanEes
and made necessary changes in
their parts of the supply chain?

Weil & Mallo (2007) found
that leveraging along supply
.hains by re8trlators could help
improve OHS standa rds. In 2008
we proposed to the Department
or Labour (Peace, Cosman, &
BrassnrSton, 2008) that new OHS
regulatory inte.ventions should
in.lude such an approach. Wc
considered hot{ a frajor retailer
miEht take account of the supply
chain pressures it puts on its
supplieG, right ba.k to farmers

as discussed in Michaelis and
Mccuire (2006). I willbe inter
esting to see if this app.oach is

0plions lor aclion
Whataction might a health and
safety pra. t i t ion€r  take that
couldhelp managesupply chain
risks? The following are a Ie$

.  B!y,  rcad and undestand
AS/NZS 4360 and (shen
publ ished later  th is  year)
ISO 31000 Risk Management

P.inciples and Euidelines
on implementation.

.  Ensurethata l l . isksandthei r
impacts have been consideled
ina full rhk assessnent on all
aspects of the supply chain.



Keep th€ assessment up to
date, especially if the contert

. Monitor the supply chain for
indicaHons of stess in your
suppliers and for changes
in the context of theit opeE-
tions. Thinl what indicators
may b€ needed ro help do

Fba yoa6 lrom now
The world econony changed
in 2008. Where will it be in
2014? Rem€mbednS that risk is
the clarce of something hap-
pening, try to anticipate what
may happen in fi@ years. (For
example, we ar€ developing a
dsk ass€$ment "Wrar oti @l.s
us$500 a boftt in foe leaft" ro
help explore one fac€t of the
risk environment, such a change
would be catastlophic for llmy
oryanisatiotu). I


