Lecture twelve: Risk Management in Logistics
Text 12.1:

Risk management is a key aspect of logistics, involving identifying, evaluating,
and mitigating risks that could disrupt SC operations. These risks comprise cyber-
attacks, geopolitical instability, natural disasters, and SC disruptions. Effective risk
management strategies implicate designing robust contingency plans, diversifying
vendors, and leveraging technology for real-time risk monitoring. For example,
utilising advanced analytics and big data allows companies to anticipate potential
disruptions and respond proactively. Insurance and financial instruments, such as
hedging and derivatives, are also employed to mitigate financial risks associated with
supply chain operations. By implementing comprehensive risk management practices,
logistics managers can ensure the resilience and continuity of SCs (Waters, 2007)

Related Terms:

« Contingency Plan (is_) skl 4a3): A strategy created to deal with unexpected
circumstances or emergencies (Waters, 2007).

e Advanced Analytics (il <3Ulsill): Techniques and tools employed to
analyse data and extract valuable understandings (Gong & Cullinane, 2018).

o Big Data (Aesall wllall): Large volumes of data that can be analyzed to indicate
patterns and trends (Xu & Shiina, 2018).

o Hedging (&s~3): Financial strategies utilised to reduce the risk of adverse price
movements in an asset (Gong & Cullinane, 2018).

Real-World Examples:

A. Companies like Maersk employ big data to scrutinise global shipping
trends and adjust their operations accordingly.

B. During the COVID-19 pandemic, companies like Amazon and Walmart
diversified their supplier base to mitigate the supply chain disruptions'
risk .

C. Toyota employs advanced analytics to expect potential disruptions in its
SC and implement proactive measures.



