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Abstract:

Increasingly, creating and delivering value through complex supply chain networks involves
substantia risks. However, strategy development under business risk conditions is not well-
understood. This cross-country research examines how, under conditions of supply chain
network risk, firms develop effective risk management practices. Using a literature review and
survey research of managers from global firms; we present a research model, and empirically test
the hypothesized relationships. The results show that under conditions of uncertainty,
management decision-making is more likely to be cautious until visible forms of risks emerge,
and prudent response mechanisms are put in place. This study identifies the crucial role of supply
chain exploration and exploitation practices, and their influence in development of network risk
management practices, leading to competitive financial outcomes.
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Impact of Strategic and Operational Risk Management Practices on Firm Perfor mance:
An Empirical Investigation®

1. Introduction

As firms expand their operations globally, they é&y sustain their market successes despite
supply chain risks. Complex global supply chainnmeks increase the possibility of a negative
impact of potential supply chain disruptions onmfiperformance. Of particular concern is the
role played by suppliers and how small failureshegir end may magnify supply chain risk
factors for the buyer firm (Kim, Wagner, & Colicehi2019; MacKenzie, Barker, & Santos,
2014). Although assuring a total risk-free supphaio is almost impossible, organizations still
can develop a resilient supply chain network tleabvers from shocks faster than competitors
(Brandon-Jones, Squire, Autry, & Petersen, 201eéfstein, Feisel, Hartmann, & Giunipero,
2015). Therefore, in recent years researchers imaveasingly paid attention to how firms can
develop supply chain risk resilience (Eckerd & @ire017; Singh & Singh, 2019). In focus
particularly has been the role of senior managenwenidentifying risks in advance, and
implementing the right responses at both firm astvork levels (Wieland, 2013). However,
despite vigorous research in risk management, naithremains unclear about how firms
identify potential supply chain risk events, andnsequently develop effective response
mechanisms (Kilubi, 2016; Kurniawan, Zailani, Iraamesh, & Rajagopal, 2017).

Although organizations may experience serious tafaisic disruption events (e.g.,
earthquake, tsunami, nuclear disaster) once eveopadk, they struggle with competitive
pressures on a daily basis. The challenge theréfote prepare for low probability of major
disastrous risks without stifling routine competirequirements (Lima, Crema, & Verbano,

2020). This is particularly relevant for firms thaitness occasional supplier failures, and the
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resulting damage within their supply chain netwg<kn et al., 2019). In response to these long-
term risk uncertainties and short-term disruptivergs, scholars have attempted to understand
how firms develop Supply Chain Risk Management (BZRractices, and the impact of these
practices on organizational financial performant¢endricks & Singhal, 2005; Lavastre,
Gunasekaran, & Spalanzani, 2014; Wieland & Wallegb@012). As this stream of literature
has evolved, one area that remains understudiethasrelationship between explorative
orientation of strategic risk management and exqtioe nature of operational risk management
(Swanson, Goel, Francisco, & Stock, 2018)

In light of these perspectives, this article foassen two main research questions: (1) How
do network risk drivers define strategic and operatl supply chain practices? and (2) How do
supply chain risk management practices mitigatelguphain risks and achieve desirable firm
financial performance? To examine these researehtigus, we first conduct a literature review
that enables us to identify gaps in the literati¥e. then present a research model that defines
key constructs that explain the causal relatiorstigp developing supply chain network risk
management practices. The hypothesis developmetibrsexamines the relationships between
supply chain network risk drivers, supply chain lexgtion and exploitation practices, risk
management practices, and performance outcomesiriEahpests are then conducted on data
collected from global respondents. We conclude witin research findings and discuss their
implications.

2. Literaturereview

In a crowded global marketplace, firms developuaitess strategy to achieve competitive

advantage. Recently, the role of enhanced supplinchetworks in developing such an

advantage has attracted increasing research attgfifoufteros, Verghese, & Lucianetti, 2014;



Rosenzweig & Easton, 2010). An important aspecsugply chain strategy is to manage risk
from the external network environment and intermganizational factors that, “result in the
inability of the purchasing firm to meet customenthnd or cause threats to customer life and
safety” (Zsidisin, 2003:15). Therefore, an effeetisupply chain risk management requires a
better understanding of the various types of sumblgin risks and organizational response
mechanisms to mitigate the negative impact of sdishuption events (Hendricks & Singhal,
2005).

Although there exist several types of risk that aapact an organization’s supply chain
network, the term ‘Catastrophic Risk’ has been deeyly used to refer to both man-made risks
(terrorist strikes, labor unrest, supplier failurapd natural risks (floods, hurricanes etc.)
(Knemeyer, Zinn, & Eroglu, 2009). Within this broadk categorization, the strategic selection
of supplier has emerged as an important researehdagin the SCRM literature (Alikhani,
Torabi, & Altay, 2019). This is particularly imparit as firms have steadily increased out-
sourcing and off-shoring of manufacturing and R&E&iaties, and heightened collaboration
with international supplier partners (Gold & Scldep2017). Ever-expanding global market
segments of particular products require an additiorcrease of supply base that often includes
hundreds or thousands of suppliers. Such a highl lefvsupply base complexity equates to a
higher level of supply-related risk in terms of pligrs’ financial stability and availability of
their physical facilities (Kiser & Cantrell, 2006)s suppliers assume bigger roles in achieving
competitive outcomes, an adverse event and theequbat supplier failure might result in a
significant negative impact on the organizationgd@y chain and business performance (Eber,
Vega, & Grant, 2019; Habermann, Blackhurst, & M#tcd015). Therefore, organizations

working with a network of suppliers focus on deyhg risk management practices, aiming at



risk mitigation and supply chain resilience (KigerCantrell, 2006; Ambulkar, Blackhurst, &
Cantor, 2016; Gdlgeci, Murphy, & Johnston, 2018).

Most research of supply chain risk management bagskd on topics such as supplier
selection (Cagnin, Oliveira, Simon, Helleno, & Veawhini, 2016; Vlachakis, Mihiotis, Pappis,
& Lagoudis, 2016), supplier relationship managen{@iteng & Chen, 2016), reputational risk
(Petersen & Lemke, 2015), and supplier collaborafiohu, Krikke, Caniéls, & Wang, 2017).
Therefore, a particular research need is to idghtifiv supply chain network risk drivers impact
organizational decision-making and resulting stwatelevelopment (Heckmann, Comes, &
Nickel, 2015). In the absence of a structured assest of how supply chain network risk
impacts organizational risk management strategiesis difficult to identify the steps
organizations can adopt to develop risk resilie(kkhani et al., 2019). These discussions
therefore suggest several important research asefirst, although scholars agree that supply
chain strategy is an important element of firm bhass strategy, and can enable organizations to
develop a competitive advantage, further focuseuired to understand how organizations
develop such a strategic outlook. Second, additi@s®arch needs to be conducted to develop a
better understanding of how strategy developmemheso about under conditions of risk,
especially within a global supply chain perspectistidies tend to primarily approach the issue
from an operational efficiency perspective but faiconsider the organizational and managerial
context when it comes to understanding the prooessgategy development. Third, the majority
of scholars have discussed the topic from a sioglentry perspective (Ho, Zheng, Yildiz, &
Talluri, 2015). However, supply chain networks awew much more global in scope, and
therefore it is important for research studiesdotdr in the global dimensions of risk on an

organizational supply chain network.



3. Research model and hypotheses development

To develop a better understanding of how orgaromatcan mitigate the disruptive impact of
business risks emanating from the organizationgplsuchain network, we develop a theoretical
model and corresponding hypothesis (Figure 1). Toslel attempts to link the risk drivers of
the supply chain network to firm financial performea, through the medium of organizational
learning and strategic practices.
3.1. Network risk drivers, supply chain exploratory aloitative practices

The business environment in which firms operateahasjor influence on the type of risks
that they face. Environmental factors, such as made events (e.g., the Bhopal gas leak, the
Deepwater Horizon oil spill) and natural disast@.g., pandemics, wild fires, floods, tsunami),
especially have a significant impact on the supgigin network of a firm (Fridgen & Zare
Garizy, 2016). These events can directly or indiyecnpact the firm by creating disruption
anywhere within the firm’s global supply chain (@héiu, & Yang, 2015; Lockamy IlI, 2014,
MacKenzie et al., 2014). Another main cause of Beppisk is related to supply base
complexity in terms of the number of suppliers, rdegof differentiation among suppliers,
supplier financial stability, the condition of suigp physical facilities, and the level of inter-
relationships among the suppliers (Choi & KrauseQ& Liao, Hong, & Rao, 2010; Yoon,
Talluri, Yildiz, & Ho, 2018). Such a relationshigetween suppliers, purchasers and the focal
firm is defined as an organizational supply chatwork (Park, Min, & Min, 2016). Disruptions
within an organizational supply chain network tetad have a ripple effect throughout the
organization (Chopra & Sodhi, 2014). The term, waek risk drivers’ therefore refers to the

potential threats that an organization faces wititsnsupply chain network from suppliers



because of their weak quality practices, ineffitidalivery mechanisms, or inadequacy to meet
fluctuating customer demands. These risk driversivate organizations to develop response
mechanisms to manage such events and minimizeivedaancial impacts (Chen et al., 2015;
Lockamy 1, 2014; MacKenzie et al., 2014). Gallinai(1973, 1974) argued that as
environmental complexity increases, organizatiaresign is more likely to focus on effective
use of relevant information. This is especiallyetfor firms that are operating in conditions of
high uncertainty. Organizations use quality infation to respond to environmental uncertainty
and improve their decision-making capabilities (Rkamar, Ramamurthy, & Saunders, 2005).
Furthermore, organizations coordinate actions ugiteg, hierarchy, targets and goals to resolve
such exceptional scenarios (Srinivasan & Swink,720% is therefore important for firms to
constantly scan their operating environment, gjiaée and respond accordingly; as
environmental uncertainty can “be managed if ons tie correct information and good
knowledge about the problem” (Riabacke, 2006:5kr&fore, an effective response mechanism
to supply chain disruptions involves intra- andermbrganization information-sharing that
improves combinative competitive capabilities (Rieke, 2006; Kristal, Huang, & Roth, 2010;
Miller & Roth, 1994).

(Figure1 Here)

Within the manufacturing and IT strategy literafuitee concept of combinative competitive
capabilities is well-established (Hwang et al., 20Kristal et al., 2010; Miller & Roth, 1994;
Skinner, 1978). Combinative competitive capab#iti@re operationally defined as “a
manufacturer’s ability to excel simultaneously amality, delivery, flexibility, and low cost”
(Kristal et al., 2010:417). “Combinative capabdgirequire a manufacturing firm to have two

temporal orientations — the present and the futurend demand advancement on multiple



capabilities to prepare for today and tomorrow’srayfing competitive landscapes (e.g., price
wars, quality wars, flexibility wars, etc.)” (Kridtat al., 2010:418). In addition, combinative

capabilities enable manufacturing firms to condusettter front-end planning to enable timely

coordination (i.e., configurable), continuous imaigions (i.e., adaptable), and organization-wide
application (i.e., integrative)” (Hwang et al., Z011). This idea when integrated with the

theoretical concept of dynamic capability give®ris two perspectives: managerial exploration
practices and managerial exploitation practices&lRai, 2008; Kristal et al., 2010).

The concepts of exploration and exploitation pradiwere initially proposed by March
(1991). He argued that exploratory and exploitajwactices within an organization play an
important role in identifying and creating new oppaities and products for a firm (March,
1991). This viewpoint was further re-conceptualizgdSubramani (2004) when he suggested
that exploration and exploitation practices ardérumental in enabling organizations to develop
supply chain management systems. He further argbatl supply chain exploration and
exploitation practices are two complementary pagteof a supply chain decision-making
framework. Exploitation practices will thereforesodt in improved firm capabilities resulting in
“clearly definable benefits (e.g., cost reductiqmocess consistency, process efficiency”
(Subramani, 2004:49), while exploration practiced @nable firms to create new capabilities
which will assist managers in being able to deVisevel solutions to current problems”
(Subramani, 2004:49). Lee & Rha (2016) further ssgghat exploration and exploitation
practices can lead to firms developing ambidexterdnd eventually dynamic capability.
Scholars further contend that while exploitationlizés existing resources and current
competitive advantage, exploration is aimed atcdeag for new resources and expanding

markets. Exploratory processes are proactive, ostgn and strategic in nature for firm resource



deployment configurations (Dyer, Gregersen, & QGhrisen, 2011; Lee & Rha, 2016; March,
1991; Ojha, Struckell, Acharya, & Patel, 2018). $hsupply chain exploration practices involve
searching for supply chain solutions based on napgroaches and seeking creative ways to
satisfy customers. (Kristal et al., 2010; Lee & RP@16; Lennerts, Schulze, & Tomczak, 2020).
Exploitation practices, on the other hand, are idemed as responsive, actionable, and
operational in nature for firm resource deploymeofigurations (Dyer et al., 2011; Malgti
Maleti¢, Dahlgaard, Dahlgaard-Park, & Goweg, 2014; March, 1991). Therefore, supply chain
exploitation practices focus on maintaining a fietehip with current suppliers, searching
supply chain solutions using existing resourced,laneraging current supply chain technologies
(Gualandris, Legenvre, & Kalchschmidt, 2018; Kotgteet al., 2014).

For the purpose of our study, we define network dsgvers in terms of suppliers’ weak
guality practices, poor delivery performance respahd inadequate suppliers’ capabilities (Choi
& Krause, 2006; Liao et al., 2010; MacKenzie et &014; Yoon et al.,, 2018). Supply
disruptions because of these network risk driveesralated to imperfection in supply chain
complexity. Supply chain disruptions arising fraimese potentially damaging failures of
suppliers may disturb routine information flows atidis increase environmental uncertainty.
With such adverse impact of supply chain disrupgeents, the organization is more likely to
focus on the current trials and troubles. Thergfaneorganization might not be able to engage in
proactive and long-term supply chain explorationPDOR) practices. Furthermore, as the
organization has to allocate its resources to veswhmediate concerns at hand, supply chain
exploitation practices (XPLOY) tend to focus on@fie operational issues instead of improving

broad level organizational collaborative issueserEthe development of supply chain risk



management (SCRM) tends to emphasize the pressogd ahead. In relation to supply chain
network risk drivers (SCNRD), the hypotheses thaeetre:
Hla: Supply chain network risk drivers (SCNRD) negely impact supply chain exploration
(XPLOR) practices.
H1b: Supply chain network risk drivers (SCNRD) negally impact supply chain exploitation
(XPLOY) practices.
Hlc: Supply chain network risk drivers (SCNRD) negalyv impact supply chain risk
management (SCRM) practices.

3.2. Supply chain exploration, exploitation, and riskmagement practices

As firms expand their operations to global markevironments, the chances of supply
chain disruptions also multiply (Truong & Hara, 3)1Although numerous perspectives exist on
this topic, the role of organizational learningaatool to mitigate disruption impact has gained
prominence. Organizational learning is defined e “process of improving actions through
better knowledge and understanding” (Fiol and Lyl&885:803) which is becoming an
important strategic priority of innovative orgaribaal leadership (Ojha et al., 2018; Vera &
Crossan, 2004). Organizational learning is regaedean essential dimension of both exploration
and exploitation practices, which are complementaryature, and enable firms to develop
dynamic capabilities (Ojha et al., 2018). Explogatand exploration achieve differing goals and
require diverse competencies and risk-taking bema\iLevinthal & March, 1993). However, if
a firm applies both exploration and exploitatidr;an achieve economies of knowledge (Gibson
& Birkinshaw, 2004). From a supply chain risk m#ign perspective, such exploration and
exploitation practices will allow the firm to desigffective response mechanisms to disruption

events (Ojha et al., 2018). Exploration aims t@aler opportunities for a better future, while



exploitation seeks to deliver desirable outcomethatpresent (Im & Rai, 2008; Dyer et al.,
2011).

Kristal et al. (2010) extending the idea of explana, defined supply chain exploration as a
process that involved “developing new supply chammpetencies and useable external
knowledge through complex searching, experimenteny] acquiring of new supply chain
processes, resources, and technologies.” (Krigtall.e 2010: 418). Therefore, supply chain
exploration practices can enhance a manufactutgtdyato respond rapidly in a dynamic
environment and identify new business opportuntigsstal et al., 2010). Dyer, Gregersen, and
Christensen (2011) have identified five traits assed with exploratory practices, namely:
associating, questioning, observing, idea netwagrkand experimenting. Exploratory practices
are therefore responsible for idea generation @aweldping radical and innovative solutions to
existing problems (Subramani, 2004). Dyer, Gregersexd Christensen (2011) further argue
that exploration practices are strategic in naanme have a strong impact on risk management
capabilities. We therefore extend these definititmslefine supply chain exploration practices
(XPLOR) as those practices developed by senior raidtlle managers that are innovative,
preventive in responding to supply chain disrupicand enable firms to develop risk mitigation
capacity.

Supply chain exploitation practices (XPLOY) on tbéher hand “focuses managerial
attention towards leveraging current manufacture@pabilities by improving existing SC
(supply chain) processes and technologies, asaseHtionalizing and reducing supply costs. As
a result, SC exploitation will strengthen a firmigrent core competitive advantages” (Kristal et
al., 2010: 418). Exploitative activities tend taiiease the efficiency of the technical system by

leveraging experiential learning gained through thpetition of routines. This process of
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incremental learning reinforces and deepens orgtairl capabiliies along a given
technological trajectory (Benner & Tushman, 2002; & Wong, 2004). Dyer, Gregersen, and
Christensen (2011) suggest that exploitation prestare relevant more at the operational level
and result in process and execution capabilitie®ldpment. They further argue that delivery-
driven skills required in top- and middle-level ragers include analyzing, planning, detail-
oriented implementing and self-discipline (Dyerakt 2011). Therefore, we define supply chain
exploitation practices as those initiatives takgnsknior and middle managers that focus on
operational and process improvement in an orgdoizat supply chain, with the aim of
developing risk mitigation capacity within the firnThe interplay between supply chain
exploration and exploitation practices allow firmesdevelop dynamic capabilities and achieve
desirable goals in the emergence of risk mitigapoactices to manage supply chain disruption
events.

From an organizational perspective, the global Bugipain network of a firm includes both
suppliers as well as supplier partners (Sharma &rBtermo, 2003). When organizations face
disruptions to their supply chain network from asfythese actors, it has a potentially negative
impact on firm performance (Zsidisin, Petkova, SkrIg, & Bisseling, 2016). Therefore, SCRM
practices are related to the firm’s ability to mgaaspecific risks emanating from the firm’s
supply chain network (supplier and sourcing pagh€roon et al., 2018). These practices focus
on reducing uncertainties that come about dueutttfations in product quality, cost, delivery,
flexibility, capacity, and other supplier behavittrat might have an impact on focal firms
(Chavez, Yu, Jacobs, & Feng, 2017). They also faecupractices developed by an organization
to engage in supplier management, supplier trajnamgl developing joint risk management

initiatives with suppliers and their partners (Rakifishnan, Davis, Sridharan, Moore, & David,
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2018). Such practices within an organization aindeeloping redundancy plans in case of
supplier inability to meet expectations. SCRM piaed therefore aim to improve the operational
capabilities of existing systems and processesimwitie firm’s supply chain (Park et al., 2016).
These practices result in network-focused risk rgangent capability development. Since,
supply chain exploration practices are formulativent-end strategies and supply chain
exploitation practices are implementational bac#-eperations, they tend to have a positive
impact on the early stage and the later stage pplguchain risk management practices.
Therefore, based on these perspectives the conésyphypotheses are:
H2a: Supply chain exploration (XPLOR) practices poglly impact development of supply
chain risk management (SCRM) practices.
H2b: Supply chain exploitation (XPLOY) practices possty impact development of supply
chain risk management (SCRM) practices.

3.3.Supply chain risk drivers, supply chain risk manmagat practices and firm financial

performance

An important tangible outcome of strategic praciC@CRM practices) is improved financial
performance of a business organizatioddi®escu, loan, & Nastase, 2016; Shi & Yu, 2013;
Urciuoli & Hintsa, 2016). Financial indicators coranty used to identify firm financial
performance are profit (Hooley & Lynch, 1985; Saewrsd& Wong, 1985), turnover (Frazier &
Howell, 1983), return on assets (Shi & Yu, 2013yl aaturn on capital employed (Frazier &
Howell, 1983). Supply chain network risk driversthre form of various supplier failures are
likely to damage the normal flow of goods and sawiwithin the supply chain (Bode, Wagner,
Petersen, & Ellram, 2011; Craighead, Blackhursthdtusanatham, & Handfield, 2007). Such

deficiencies may increase quality defects, incuditazhal costs, slow down delivery time

12



(Davis, Eisenhardt, & Bingham, 2009; Nunes, 201®hPR Kohler, & Thomas, 2010; Sirmon,
Hitt, & Ireland, 2007), and eventually negativeljngact firm financial performance (FP)
(Zsidisin et al., 2016).

Supply chain risk management practices therefackide firm-specific proactive activities
(e.g., long-term risk assessment, defining perfaceamprovement goals) and network-based
preventive activities (e.g., involving suppliers &rategic risk initiatives, education and tragin
of risk monitoring, implementing lean managemenalgaacross the supply chain) (Ghadge,
Dani, & Kalawsky, 2012; Rotaru, Wilkin, & Ceglowsk2014; Sodhi, Son, & Tang, 2012;
Tummala & Schoenherr, 2011). These activities astpely associated with firm profitability
as they reduce accident-related costs, enhancaygpetformance, better utilize organizational
resources, and improve customer satisfaction meaglen & Helms, 2006; Thun & Hoenig,
2011; Wieland & Wallenburg, 2012). As shown in Fegul, supply chain risk drivers are
positioned in the front-end of organizational psxa@nd thus they are somewhat remotely but
negatively related to financial performance; whereapply chain risk management practices
function in the back-end of organizational procemsy thus are more closely and positively
related to financial performance. Therefore, weuarthat both supply chain risk drivers and
supply chain risk management practices affect irmnperformance measures (e.g., firm
profitability, market share, sales growth and netan assets) substantially, and yet differently.
Therefore, hypothesis three (H3) and four (H4) are:

H3: Supply chain network risk drivers (SCNRD) negelyvimpact firm financial performance
(FP).
H4: Supply chain risk management practices (SCRM)itipelyy impact firm financial

performance (FP).
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4. Methodology
4.1. Research methodology

The study adopts a quantitative approach which lueg development of a survey
instrument, and the use of covariance-based stalceguation modelling (CB-SEM) to
investigate the hypothesized relationships. Tret fitep in developing valid scientific measures
centers on specifying the domain of the constracbugh a comprehensive review of the
literature. We used the existing literature basddwelop the model identified in Figure 1 and
generate the survey instrument (Bagozzi, Yi, & IRg| 1991; Churchill, 1979; Moore &
Benbasat, 1991). We adopt a questionnaire-baseg\sunethod as it enables a researcher to
gather and test the relationships between varionstaicts on a large sample base, increasing
generalizability of the findings (Miller, 1992; &trb, Boudreau, & Gefen, 2004). The unit of
analysis in our study is the firm level.
4.2.Data collection and sample characteristics

Items for the constructs were developed from eistaddl scales altered to the context of our
study. The items for supply chain network risk drsvwere adapted from the scale developed by
Punniyamoorthy et al. (2013) and Rogers et al. §20The items for supply chain exploration
and supply chain exploitation practices were americem scales developed by Dobrzykowski
et al. (2015), and Roh and Hong (2015). Supplyrchiak management practices were measured
by altering the scales developed by Ambulkar et(2016), Dubey et al., (2019) and Park et al.,
(2016). Financial performance was measured by miodjfthe scale developed by Wamba et al.
(2017). The survey adopts a 5-point Likert scalecapture respondent feedback on various
constructs ranging from 1 (strongly disagree) t(stbongly agree). The starting point for data

collection was Lexis-Nexis academic. We used SSides to identify managers from the target
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industry and developed a database of 1728 mandgerkey informants criteria, the selected
survey respondents were senior and middle manadeprefessionals globally, who had
experience in supply chain management, risk managgnand strategy development for their
respective organizations (Kumar, Stern, & Anderd@83). We then proceeded to contact them,
shared with them the topic of our research, anttitad their willingness to participate in our
research. To test the quality of the model and renseliability and validity of measurement
scales, we initially conducted a pilot study with dxecutives from the industry. Johanson &
Brooks (2010) have suggested that a sample siZZ0 dor a pilot study is acceptable. After
obtaining adequate respondents from the pilot studytested for reliability and validity. The
scale exhibited acceptable accuracy as the obsexvedcted item total correlation (CITC)
scores were greater than 0.3, and the Cronbacla aiglies higher than 0.7. We also assessed
the scores of factor loadings (Hair, Black, Balsima\nderson, 2010).

Having refined the survey instrument, we proceetl®dlards final data collection. We
uploaded the survey onto Qualtrics, the online eyatform and generated a survey link. All
the potential respondents could view this survel.lifo ensure a high response rate, continuous
communication was maintained with all likely resgents during the data collection time period
(Dillman, 2007). Bi-weekly reminder emails were sennon-respondents informing them of the
importance and relevance of the study, followedalyequest to participate in the study. Such
continuous engagement resulted in us receivingbfegd from 328 managers, giving us a
response rate of 18.98 percent. To check the hligion of missing responses, Little’'s MCAR
test was applied (Little, 1988) and the analysmnsdd that values in the database were missing
completely at random (p > 0.05). This study follomein and Wu, (2014) in checking for

normality of the data distribution and outliers.itgsthe currently acceptable methodological
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practices (Hair et al., 2010; Li, 2013) responded had missing data were removed from the
final database. Mahalanobis distance was used éakclor outliers within the data. The
Mahalanobis distance was between 0 and 1 for therityaof the observations indicating that
the data conform to normality, and that the datairsguded only a few outliers (Lin & Wu,
2014). Four observations were identified as owi@nd they were deleted from the database.
The final database, after deleting missing varsbled outliers, comprised 271 usable responses.
The final tests focused on assessing reliability amlidity. Each scale (Appendix A)
demonstrated acceptable levels of convergent wakahd reliability.

The demographic profile of the organizations in final database is shown in Table 1. An
analysis of the database shows a good mix of argdons. Not only are the firms
geographically dispersed across four continents,atgp represent all the major sub-sectors
within the manufacturing and logistics industry.dddition, almost all the firms have been in
existence for more than 10 years. This paramets atlength to the study as managers working
in these firms are likely to possess a good knogdedf the type of disruption events, the
managing process of such events, and the impadhede disruption incidences on the
organization’s financial and operational performand-urthermore, with a good mix of
respondents from large and small firms, there ieebgeneralizability of the findings.

(Tablel Here)

To ensure robustness of the model, we also incluesize as a control variable in our
model. We measure firm size by considering two ma&tars, (1) the number of employees
within an organization and (2) the annual turnoekthe firm (Saeed, Malhotra, & Abdinnour,
2019). The consideration of these control variaiggastified as the circumstances under which

supply chain disruption events negatively impactfiom financial performance are contingent
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on the size of the firm (Pleshko, Heiens, & Pe®44). The inclusion of these control variables
in the model helps in extracting the associatedamae. As the survey respondents had self-
identified the organization that they were working secondary data related to the total number
of employees and annual revenues of the firm far yending 2018 were collected through
COMPUSTAT and in some cases directly from the comgjsawebsite. As the data range was
extremely broad, we used log values (base 10)témrdardizing the values of both variables. In
addition to the survey data, such use of secondaty further adds to the robustness of the
model and validity of the empirical investigation.
4.3. Data analysis and results

We used AMOS covariance-based structural equati@uetiing to test our research
hypotheses (AMOS 25.0). Scholars have argued tG&-8EM approach is a superior approach
and is better suited when dealing with complex nod&onkkd, Mcintosh, Antonakis, &
Edwards, 2016). The complete sample of 271 respuadeas used for the estimation. For
testing potential response bias, we followedsihggestions of Armstrong and Overton (1977).
We compared the findings of early respondents atedrespondents. Using the late respondents
as a proxy for non-responders, we randomly selegtedb-sample of 50 respondents from the
initial contact list and statistically tested f@asponse bias (Choudhary & Sangwan, 2019). The
result of the t-test shows no significant differerbetween early and late respondents, implying
that response bias is not a source of concernrifiralings.
4.3.1. Assessing potential common method bias

To ensure the robustness of the study, detailetd teere conducted to examine potential

common method bias (CMB) within the dataset (PodBakMacKenzie, Lee, & Podsakoff,

2003). We followed the most widely accepted methmgioal approaches to deal with common
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method bias both ex-ante and ex-post (Chang, VateMbstuijn, & Eden, 2010; Hu, Dai, &
Salam, 2019; Tourangeau, Rips, Lance, & Rasin€ld0P First, during the item construction
phase we involved two academics and two prangti® well versed in supply chain risk
management and strategy development, and used¢bdipack to refine the survey instrument.
Second, during the data collection process, resguedwere assured of anonymity and
confidentiality of their responses. They were alsquested to be as honest as possible and
informed that there were no right or wrong answers.

Third, several scholars (Hu et al., 2019; Pavlaang, & Xue, 2007) have suggested that
common method bias would exist if the correlatibbesween the constructs were higher than
0.90. In our study, (Table 2), the highest correfatoefficient is 0.60. Harman’s single factor
test (Podsakoff et al., 2003; Shen, Li, Sun, Cl&eNy/ang, 2019) also indicates that no single
component accounts for most of the variance. Fototlowing the recent approaches on how to
improve model robustness and control for CMB (Halet2019; Malhotra, Kim, & Patil, 2006),
we conducted the post hoc marker variable testh®restimation of common method variance.
A marker variable was incorporated in the modehwitCommon Latent Factor (CLF) connector
and the variables were imputed to create a new GdBsted composites database (Gaskin,
2016). The observed CMB result was 0.0169, whicless than 2 percent. The results suggest
that the common method variance is evenly sharedsadhe model and therefore common
method bias does not significantly impact the oottes of the study.

4.3.2. Measurement model
The measurement model was evaluated prior to thetstal model to ascertain whether we
have construct reliability, discriminant validitgonvergent validity, and unidimensionality. As

factor loadings for almost all items in the scalkerevfound to be above 0.4, all scale items were
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used for confirmatory factor analysis (CFA). Unidinsionality was reflected through high
internal loadings, high Cronbachig(CA) which exceeds 0.7 for all constructs (Nuryall978),
and high (>0.7) composite reliability for each donst (Hair et al., 2010; Segars, 1997). We also
tested the model for multicollinearity using therMace Inflation Factors (VIF). The range of
VIF for the constructs was from 1.15 to 1.88, whigkower than the threshold of 3.33 (Hu et al.,
2019). These estimates indicate no multicollingaiists within the model.

We evaluated the measurement model using CFA (Aode& Gerbing, 1988). CFA was
operationalized in two stages — first through a sneament model, and second through a
structural model (James, Mulaik, & Brett, 1982) I\ were calculated for composite reliability
(CR), average variance extracted (AVE), Cronbaelpha ), and item loadings to assess the
internal reliability and convergent validity. Theéasdardized CFA loadings in Appendix A
provide evidence of convergent validity. AlImost #ie factor loadings in the measurement
model are greater than 0.7, showing convergentdital(Bagozzi et al., 1991). Although three
items do have a factor loading below 0.7, Hairle(2010) suggest that factor loadings above
0.6 are acceptable if AVE of the construct is geesthan 0.5 (Hair et al., 2010). This holds true
in our case and therefore the factor loadings efittims below 0.7 were considered acceptable
for analysis purposes. To further test convergatitity, we calculate AVE. Table 2 shows that
all the constructs meet this criterion. Regardiisgriiminant validity, the study uses the Fornell-
Lacker Criterion, which suggests that the squam wf AVE should be greater than the
correlation with other latent variables. Table »wh that the square roots of AVE (in bold) are
higher than the correlation within this constrsettisfying this criterion too.

For an additional test of model fit we used thesdniare goodness of fit test. The chi-square

test in our analysis was 1.752, further showinge#&nt fit (Hair et al., 2010). Another important
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index used for assessing model fit is root mearmsgarror of approximation (RMSEA), which
provides a mechanism for adjusting for sample sidesre chi-square statistics are used (Byrne,
2016). The RMSEA of our measurement model came@b63) further providing evidence of a
good model fit (Browne & Cudeck, 1992; Byrne, 20K@ne, 2011). In our measurement model
comparative fit index (CFI) was 0.948 showing atabfe model fit (Bentler & Bonett, 1980).
Based on these values, we can comprehensively #igtiaot only does the model exhibit good
fit, but it also exhibits high reliability and vdity. Since all the measurement criteria were
satisfied, we further tested the structural model.
(Table2 Here)
4.3.3. Structural model

We used structural equation modelling to test y@othesized relationships shown in Figure
1. Covariance-based structural equation modelling gelected as it allows simultaneous testing
of direct and indirect effects. In addition, SEMoals the bootstrapping method, which further
improves the accuracy of the analysis (Hayes, 2013 bias-corrected imputed factor scores
that were earlier developed to control for CMB, &vesed in the current analysis. We also used
the Durbin-Wu-Hausman test for endogeneity. Thadsedized path coefficients for the direct
relationship are presented in Figure 2. As impuisctor scores were used for the current
analysis, fit indices indicators were not adoptedndicate model fit (Gaskin, 2016). The R-
squared of the dependent construct firm (Finareeaformance) was 0.29. Once the structural
model was finalized, we proceeded to test the thgsas.
5. Analysisof results

The structural model was tested using AMOS covagdrased structural equation modelling

to support our hypotheses. The details of the arslgre outlined in Figure 2. Hypothesis la
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argued that supply chain network risk drivers (SCNRhegatively impact supply chain
exploration (XPLOR) practices. The effect is foundbe negative and significant< -0.271,
p<0.001). Hypothesis H1lb further argued that supgigin network risk drivers (SCNRD)
negatively impact supply chain exploitation (XPLOpfRctices. This impact is also found to be
significant and negativel (= - 0.297, p<0.001). Hypothesis H1c on the otlarchpredicted that
SCNRD negatively impact SCRM practices. This hypsih is not supported as the effect is
found to be negative but is insignificaft< - 0.068, p>0.5).

(Figure2 Here)

We then tested to evaluate the impact of XPLORARHQY practices on development of
SCRM practices. The second hypothesis (H2a) argiuas XPLOR positively impacts the
development of SCRM practices. This hypothesisujgpsrted, as the effect is observed to be
positive and significantp( = 0.227, p<0.001). Hypothesis 2b further arguedt tKPLOY
positively impacts the development of SCRM pradicehis hypothesis is found to be true, as
the effect is observed to be positive and signifiq@ = 0.281, p<0.001). The third hypothesis
(H3) postulates a negative relationship between BQnd FP. This hypothesis is supported as
well (B = - 0.312, p<0.001). The final hypothesis (H4)tadsfor the positive relationship
between SCRM practices and FP. This hypothesigrasngly supported = 0.573, p<0.001).
Firm size as a control variable was measured throwgnber of employee$ € 0.152, p<0.001)
and annual revenue of the firm surveypd=(- 0.120, p<0.001). Both the control variablesvgh
a high level of statistical significance indicatitizat they play an important role in controlling
for firm size within the analysis. The empiricaladysis of the hypothesized relationships

therefore exhibits that in the case of hypothesis ldnd H1b, relationships were found to be
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negative and statistically significant. Hypotheldisc was however not supported. All the other
hypothesized relationships (H2a, H2b, H3 and H4kveeipported.
6. Discussion of thefindings

The research aimed at examining how supply chaptoeation and exploitation practices
mitigate the negative impact of supply network dsk/ers on firm financial performance. In this
section, we report several key points for furthiscdssion. First, we observe that network risk
drivers are negatively related to supply chain esgibry (H1a) and supply chain exploitative
practices (H1b). This observation is in keepinghwiite literature as supply chain disruptions
(e.g., supplier failure, weak quality practices andfficient delivery mechanisms) increase
managerial uncertainty. Therefore supply chain @gplon activities tend to focus narrowly on
the specific disruptions-related information requaents rather than expand to broadly proactive
information activities (Alikhani et al., 2019; Go&#lSchleper, 2017). In a similar fashion, supply
chain disruptions tend to have a negative impacbm@anizational responsiveness in terms of
operational efficiency and risk resilience to addrenmediate competitive requirements (Quang
& Hara, 2018).

Second, supply chain network risk drivers are olekrto be not directly related to risk
management practices (H1c). This is surprising, ibytrimarily due to the manner in which
SCNRD impacts SCRM practices. SCNRD are definebeisg explicit and routine forms of
risk drivers (e.g., supplier failures, quality espodelivery delay). Thus, SCNRD are more
associated with operational business practiceserrathan supply chain risk management
practices (Walker, Seuring, Sarkis, & Klassen, 204@bn et al., 2018). Therefore the impact of
SCNRD on SCRM s indirect and has to be intercettiedugh another variable. This result

further adds to our understanding of how organireti strategy develops in response to external
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risk drivers. We therefore contend that the devalept of strategic practices has to be a well
thought out process that includes all stakeholdétisin an organization. In addition, it should

result in emergence of specific prescriptions tonage the challenges being faced by an
organization. Such a process of strategy developstenld include intra- and inter-organization
information-sharing (Riabacke, 2006). Therefore $PBractices are not a direct result of

network risk drivers, but a process in which orgations understand their operating
environment and respond accordingly.

Third, supply chain exploratory practices (H2ayd asupply chain exploitative practices
(H2b) are observed to be positively related to sumghain risk management practices. The
results provide support for both H2a and H2b, sstygg that they positively impact the process
of supply chain strategy development under conaktiof risk. These findings indicate that risk
management practices are not developed in dirgpbrese to business risk drivers, but through a
symbiotic relationship between exploration and eiption practices. Second, we observe that
organizations are able to develop successful risigation practices, if firm management adopts
a policy of wait and watch, instead of impulsivelgting on a response mechanism to the supply
chain disruption event. This result further poitdsan increasing importance of supply chain
exploration and exploitation practices in reduding negative impact of supply chain disruption
events. Therefore, organizations can handle suppbin disruption better if they use the
decision-making process of assimilation, identifma and processing of information.

(Table3 Here)
Fourth, network risk drivers are found to be negdyi related to firm financial performance
(H3). This confirms several previous research figdi that had argued a similar relationship

(Gualandris et al., 2018; Hendricks & Singhal, 2086i & Yu, 2013). Network supply chain
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disruptions (e.g., Sony’s 2004 PlayStation failu2307 Mattel’s recalls, 2018 Toyota recalls)
are extremely traumatic events for firms as thejuce organizational ability to honor their
business commitments. As a result firms face resdoss, reduced brand value and erosion of
customer loyalty (Chakravarty, 2013). Fifth, we ebe that supply chain risk management
practices have a positive impact on firm finangatformance (H4). This finding suggests that
although network risk drivers do negatively impfch financial performance, risk management
practices with a combination of exploration and lekgtion practices are likely to manage the
adverse impact of supply chain disruption eventeyTfurther enable the organization to achieve
positive financial outcomes. This is an importaigcdvery as supply chain risk management
practices are different from internal operationedqpices; in fact, they are inter-organizational
preventive and proactive practices. It can theeefmr argued that strategic practices that emerge
as a consequence of a symbiotic relationship betwgploration and exploitation practices will
enable firms to develop managerial capacity to maneurrent and future disruption events.
These findings further enhance our understandindh@# supply chain risk management
practices can empower firms, enabling them to marmaginess disruption events and achieve
positive financial outcomes.
7. Conclusion: Implicationsand limitations

The purpose of the research was to examine hownaéons develop risk management
practices to mitigate the negative impact of supgtain disruption events. We presented a
research model that defines key variables basedhenstrategic decision-making and risk
management literature, and developed an empirigdlydo test our hypotheses. The analysis of
the results provides a significant understandinghef hypothesized relationships and therefore

offers several theoretical and managerial imploadi
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7.1. Theoretical contribution

The research adds to our theoretical understanafirtige topic at several levels, especially
since the research measures (risk drivers, exparfakploitation practices, and risk
management practices) have been collected fromnternational response base. First, the
inverse relationship between network risks and agpion/exploitation practices suggests the
significant role of prudent responses, rather thygper-activities in dealing with network risks.
From a network theory perspective, network effesiess is not measured by the volume of
activities but the quality of engagement (Hakans&oBnehota, 2006; Zain & Ng, 2006). Our
analysis highlights that, when risk factors incegdgms do not multiply their risk mitigation
activities. Instead they focus on the quality datienships and target more specific actionable
decisions. Before firms come up with strategic siecis, they engage in quality decision-making
activities to explore options (i.e. supply chairmplexation and exploitation practices) and then
determine implementable choices (i.e. supply clhigih management practices). These strategic
practices are crucial in making effective busindsssions.

Second, the results provide theoretical insight ithie role of exploration and exploitation
practices in development of supply chain risk mamagnt practices. Recent works have
suggested additional investigation of ‘the balaatexploration and exploitation’ and ‘learning
and memory orientations’ for ‘organizational ang@ly network’ decision-making processes
(Gualandris et al., 2018; Lennerts et al., 2020aGjt al., 2018). This study therefore affirms the
integrative need of learning-oriented supply cheiploration practices, and results-driven
exploitation practices, on risk management prastwihin the supply chain domain.

Third, the negative relationship between risk digvand financial performance and the direct

relationship between network risk management prastand financial performance indicate that
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clearly defining network risk drivers is importaiat mitigate their negative impact on financial
performance, whereas supply chain risk managemesmttipes deserve adequate resource
allocation in view of their obvious positive impagh financial performance. Therefore, our
research findings complement the growing body oRBICscholarly works that suggest the
financial benefits accruing to an organization fromanaging risks within their supply chain
network (Blos, Hoeflich, Dias, & Wee, 2015; Wangwari, & Chen, 2017).
7.2.Managerial implication

This research also has several managerial impresitiFirst, organizations have to focus on
developing risk management practices to mitigate disruptive impact of risk drivers. The
results imply that there is a strong and directantpof risk management practices on firm
financial performance. This finding is important &surveys have shown that while managers
appreciate the impact of supply chain disruptidghey have done very little to prevent such
incidents or mitigate their impacts” (Chopra & Sgd?014:73). The primary reason being that
they always weigh the cost of these solutions mparison to the financial benefits of adopting
such strategies (Chopra & Sodhi, 2014). The resldts highlight that in the absence of supply
chain risk management practices, firms suffer ffomancial loss. Furthermore, given that we
control for organization size in the analysis, &ncbe argued that supply chain disruption
incidents negatively impact both big and small aigations in terms of financial outcomes.

Second, we report that network risk drivers areatiegly related to strategic decision
practices (i.e., exploration and exploitation pies). Complex network risk drivers are
relational and dynamic. Therefore, managing netwsarkply chain risk drivers would require
developing strategic responses from a planningaaresponding perspective. A greater level of

network risk drivers does not necessarily translat® firms developing several risk
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management practices. Instead firms step back amchvinow these network risk drivers unfold,
identify the visible and definite forms of risk facs, and then take corrective actions. In this
sense, firms usually adopt a more measured appinaelgard to routine supply chain network
risk drivers.

Third, the analysis demonstrates that an orgaoizatiexperience of managing past supply
chain network risks does not necessarily deterntivee effectiveness of supply chain risk
management practices. SCRM practices do not mdwed}l on previous experiences of various
suppliers’ failures. Rather, outstanding organ@ai focus on learning from failures and
improving organizational processes for risk preiw@nin the future, and better responsiveness
performance in the present. The key lies not inemivering past failure incidents, but in
achieving innovative learning from examining theasens for failure (i.e., supply chain
exploration practices), and implementing follow-upth routine actions (i.e., supply chain
exploitation practices). As risk factors are clgadentified, realistic response mechanisms can
be designed by middle and senior management thrawsymbiotic process between exploration
and exploitation practices. Finally, the study pde¢ valuable lessons for firms to manage
disruptions within their supply chain networks. $herisk management strategies include
initiatives such as (1) involving suppliers in degng network wide risk management
initiatives, (2) developing an organizational foams monitoring the pattern of supply chain
disruption events, (3) working with suppliers to pirave their quality and productivity
parameters, and (4) extending lean managemendatings across the extended supply chain
network. These strategies were empirically validats being relevant across the manufacturing
and logistics sectors, and therefore our reseandmfys are useful to firms for responding better

to future supply chain disruption events.
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7.3. Limitations and future research direction

As with all empirical research, our study too hagain limitations. First, most respondents
were managers working in either the manufacturega or the logistics sector. However, this
research does not include service firms such aszAmaAlibaba, Walmart, Flipkart and so on.
Therefore our research findings may not be directigvant to the service sector context.
Another limitation of the study is in terms of idiéying specific sector-wide practices that firms
can develop to mitigate supply chain risk. Thisdgtuvas primarily empirical in nature and
therefore aimed at quantitatively identifying ségit practices that are relevant to both the
manufacturing and logistics sectors. As the sulbese@esponses were not sufficient in number, a
detailed empirical analysis of sector-specific dypghain risk management practices was not
feasible. Therefore, future studies will conductiuepth case study of additional firms. Such
an approach will examine how the risk drivers vacyoss sub-sectors, as well as determine
strategies that are most effective in mitigatiorthafse disruption risks.
7.4.Conclusion

The study attempted to examine how firms develsk management practices to mitigate
the potential negative impact of disruptions inirtisipply chain network. The research model
presents relevant variables that practitioners tiseful and meaningful for manufacturing firms.
Furthermore, the survey instruments used in treearch have been empirically validated and
show high levels of reliability and validity. Thugis instrument might be used as a benchmark
tool for assessing risk management practices adrdtms and their network participants. The
study also adopts a quantitative methodology tolaegpthe relationships between drivers,
strategic practices, and financial outcomes, inftren of hypotheses. The research findings

report that increasingly, organizational risk byuna is network-related and not firm-specific.
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Furthermore, external risk drivers are not directignageable. Rather, strategic priority is to
formulate supply chain exploration practices faodivery learning from examining supply chain
failures. At the same time, an operational focugoismplement supply chain exploitation
practices for delivery learning for designing risianagement practices. This study highlights
that in a dynamic, interactive and integrative wWasf business, network risk challenges require
prudent senior management attention to developuditide internal and network information

capabilities and then connect them to risk managepractices.
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Appendix A: Survey I nstrument

Variables Item Descriptions (Scale) Mean | S.D. | Loadings
Supply Chain Network Risk Drivers (a. = 0.789)
SCNRD1 ;)(;J;Ssuppllers weak quality practices damage prodiag > 88 888 723
SCNRD?2 Our ;uppllers delivery performance often gener 267 890 729
complaints from our customers.
SCNRD3 Our suppliers’ capabilities are inadequate to meettilating 268 837 787
customer orders.
Supply Chain Exploration Practices (e = 0.831)
XPLOR1 Our managers find new supp_ly chgm |degs from erde se 3.98 837 700
of people (e.g. from different firms, industries.gt
XPLOR? Our managers |df—3nt|fy supply chain improven 3.00 909 731
opportunities through industry conferences.
XPLOR3 Our. managers seelg emerging supply chain trendsughi 3.06 828 812
environmental scanning practices.
XPLOR4 Our managers exp_lore innovative supply chain sohs 342 779 743
thorough good listening practices.
Supply Chain Exploitation Practices (a = 0.903)
XPLOY1 | Our managers respond to changing supplynctanditions. 3.68 .805 .815
XPLOY2 | Ourmanagers complete important projects toge 352 | .847 779
XPLOY3 Our managers execute strategic supply chain pasrifor 361 887 825
effective results.
XPLOY4 Our managers choosg the besj possible course plystipain 348 764 706
action among the available options.
XPLOYS Our managers build on the r-term results for final excellel 353 792 703
supply chain outcomes.
XPLOY6 Our managers excel at accomplishing their functideeel 3.49 856 200
supply chain goals.
Supply Chain Risk M anagement Practices (a = 0.796)
SCRM1 'O'u.r flrm involves suppliers foistrategic risk manageme 397 984 715
initiatives
scRM2 | Our firm monitors patterns of supply chain disrapg 3.41 999 854
SCRM3 Our 'flrm achleveg performancelmprovemgnt goals ¢ 365 878 697
suppliers (e.g., quality and delivery productividygets).
SCRM4 E));Steflrm implements lean management in the extersigbly 395 | 1.087 707
Firm Financial Performance (o = 0.859)
EP1 Within the last threeyears, our firm haschieved profitability 375 986 790
growth targets.
Ep2 Within the last three years, our firm hincreased competitiv 332 | 1.038 762
market share.
£p3 \é\r/g\r;vltnh the last three years, our firm hreported steady sal 341 | 1118 796
Epa Within the last three years, our firm hsecured desirab 3.49 886 698
return on asset (ROA) performance.
EP5 Within the last three years, our firm hensured steady ca 391 935 696

flows.
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Tables

Table 1: Profile of firms in the database by IndysEirm Size and Location

Dimension Category Frequency per ((:sg;age
Chemical Manufacturing 6 2
Pharmaceuticals 11 4
Healthcare 11 4
Manufacturing
Automotive 11 4
Manufacturing
Industry Technology 19 7
Manufacturing
Food Manufacturing 28 10
Service 39 14
Logistics 48 18
General Manufacturing 98 37
>1000 105 38
Company Size 500 — 1000 83 31
(Number of Employees) | 100 — 500 61 24
1-100 22 8
Duration Company has
been in Operations >10 Years 271 100
Geographic L ocation North America 127 47
Europe 61 23
Asia 58 21
South America 25 9




Table 2: Reliability and Variance of Constructs

Network SCUhI;FiJLy Scuhpar;:]y Supply Firm
Constructs CR AVE Risk - S Chain Risk| Financial
. Exploration Exploitation
Drivers - . Mgmt. Performance
Practices Practices .
Practices
NetworkRisk | () 791 | 558 0747
Drivers
Supply Chain
Exploration 0.835 | 0.559 -0.143 0.748
Practices
Supply Chain
Exploitation 0.906 | 0.617 -0.185 0.603 0.786
Practices
Supply Chain Risk
Mgmt. Practices 0.833 | 0.557 -0.124 0.415 0.445 0.746
Firm Financial | gee | 0 562|  -0.107 0.352 0.424 0.4271 0750

Performance

CR = Composite Reliability; AVE = Average Varianggtracted



Table 3: Structural Estimates (H1 — H4)

Hypothesis B Result
Hla -0.271 Supported
H1lb - 0.297 Supported
Hlc - 0.068 Not Supported
H2a 0.227 Supported
H2b 0.281 Supported
H3 -0.312 Supported
H4 0.573 Supported




Figures

Figure 1: Research Model
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Figure 2: Research Model — Analysis of Results
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Highlights

Firms with global supply chain networks face disruption risks leading to financial
loss.

Supply chain disruption events negatively impact strategic decision-making.

Strategic decisions devel oped through risk analysis are effective in risk mitigation.
Such decisions lead to development of effective risk management practices.

Risk management practices enable organizations to achieve positive financia

outcomes.



