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1.  Which of Australia’s supply chains are vulnerable?
2.  Are firms in essential industries managing their vulnerabilities?



Vulnerability of a country’s supply:
Similar to a firm thinking about alternative suppliers

If my supplier is 
large, and has an 
interruption, the 
other suppliers may 
not have enough 
capacity to replace 
him.
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Identifying vulnerable imports
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5862 imported products (8-digit)
[A$287b]

1327 concentrated imports 
[A$30b] 

518 with few global 
suppliers [A$21b]

Filter one:
The main supplying economy accounted 
for more than 80% of Australian imports
(ABS imports data)

Filter two: 
Products sourced from a concentrated 
global market: 

• the Herfindahl-Hirschman Index  
greater than 3100, or

• highest market share greater than 
50%  (Comtrade data)

292 sourced from the 
main global supplier 

[A$20b]

Filter three: 
Australia sources its supply from the main 
global supplier
(ABS imports and Comtrade data)



3. Critical
Is the good or service 

critical (i.e. cannot be 
easily substituted)?

Where is the risk to Australia?
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1. Vulnerable
Is the supply chain of a good or service 
vulnerable to disruption (i.e. the supply 
chain depends on a limited set of firms 

or countries)?

2. Essential
Is the good or service part 
of an essential industry? 



Firms are drawing on a range of risk management 
strategies 
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Better 
planning and 
information 

gathering and 
use 

Stockpiling 
Diversifying 
markets and 

suppliers

Contingent 
contracting

Domestic 
production 



A global trading system offers…

• Concentration in large-scale plants or in 
high-productivity locations. 

• Alternative sources of supply
• New sources of supply, not yet known
• Suppliers who can expand quickly, not yet 

known
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More risk

Less risk



Risk ownership and the role of government
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Firms own responsibility 
for managing their own 
supply chain risks.

This includes government 
agencies that directly 
deliver or purchase 
essential goods and 
services.

 
Many feasible options exist 

for governments to help 
better manage risks:

• Information provision and 
expertise

• Direct investment: 
Subsidising stockpiling or 
local production

• Removing 
trade/regulatory barriers

Rationale for government 
intervention may exist 

where there:

• is a divergence in risk 
appetite between firms 
and the community

• are regulatory 
impediments to firms 
having the incentives or 
ability to manage risks 
effectively

Examine possible role for governmentIdentify relevant 
supply chains
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