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Abstract—This research paper examines the integration of
artificial intelligence (AI) and machine learning (ML) in enhancing
resilience within supply chain risk management. It addresses the
critical issues faced by modern supply chains, such as natural
disasters and geopolitical instability, and analyzes how AI and ML
can be effectively implemented to forecast risks and improve
operational efficiency. Despite facing challenges like data quality
and organizational resistance, the paper provides Python-based
solutions for data processing, risk prediction, and sentiment
analysis. It also outlines ethical considerations and
recommendations for responsible Al integration. By presenting
graphical insights and practical code implementations, the
research advances strategies for building more resilient supply
chains in a complex global environment.

I. INTRODUCTION
A. Supply Chain Risk Management:
Supply chain risk management includes the strategies and
practices that organizations use to identify, assess and mitigate
various risks that affect the smooth operation of their supply
chain. In today's interconnected and globalized world, supply
chains are vulnerable to a number of potential risks, including
natural disasters, geopolitical instability, supplier failure and
application. These disruptions can have a significant impact on
organizational performance, profitability and customer
satisfaction. As a result, companies have increasingly managed
and increased flexibility in their supply chains.
Historically, risk management in the supply chain involved
reactive actions to deal with problems as they occur. However,
as technology and business intelligence evolve, more and more
predictive and proactive risk management methods are being
developed. This change is due to the realization that traditional
methods may not be sufficient to address the complex and
dynamic nature of modern supply chain problems. As a result,
there is a growing need to use advanced technologies such as
artificial intelligence and machine learning to improve supply
chain efficiency.
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Graph 1. Showing Supply Chain Risk Management

B.Importance of Resilience in Supply Chain Management:
Resilience is a critical attribute in supply chain management,
representing the ability of a supply chain to adapt and recover
from unexpected disruptions while maintaining its core
functions. The importance of resilience in supply chain
management cannot be overstated, especially in the face of an
increasingly complex and interconnected global business
environment. The interconnectedness of supply chains means
that disruptions, such as natural disasters, geopolitical
conflicts, or economic fluctuations, can reverberate across the
entire network, impacting production, distribution, and
customer service.

Resilient supply chains are better equipped to withstand and
recover from these disruptions, thereby minimizing the impact
on operations, finances, and customer satisfaction. Moreover,
resilience enables organizations to maintain a competitive
edge by demonstrating agility and responsiveness in the face
of adversity.
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This builds trust and confidence among stakeholders, including
customers, suppliers and investors, as they see that the
organization is honest and capable of navigating challenges.

In fact, flexibility in supply chain management is a
strategic advantage, giving companies the opportunity to adapt
to changing circumstances, reducing risks and ensuring the
continuity of operations despite emergency situations.

C. Significance of Artificial Intelligence and Machine Learning
in Risk Management:

The significance of artificial intelligence (Al) and machine
learning (ML) in risk management lies in their potential to
revolutionize the way organizations identify, assess, and
mitigate risks in their operations. Al and ML technologies offer
advanced capabilities to analyze vast amounts of data, identify
patterns, and generate insights in real-time. In the context of
supply chain risk management, Al and ML can predict potential
disruptions, optimize decision-making processes, and enable
proactive risk mitigation strategies. These technologies have the
capacity to enhance the speed and accuracy of risk assessment,
enabling organizations to respond swiftly to changing
circumstances and reduce the impact of disruptions. By
empowering organizations with predictive and prescriptive
analytics, Al and ML contribute to a more robust and adaptive

approach to risk management, ultimately bolstering the
resilience of supply chains.

II. PROBLEM STATEMENT AND CRITICAL

QUESTIONS

The industry struggles to increase flexibility in supply
chain risk management, and traditional approaches may not be
sufficient to address the complexity of supply chain risks.
There is a growing need to use artificial intelligence and
machine learning to identify, analyze and mitigate these
problems.

Critical Questions:

A. How can artificial intelligence and machine learning be used
to predict and mitigate supply chain risks more effectively
than traditional methods?

B. What are the key challenges and ethical considerations
associated with integrating artificial intelligence and
machine learning into supply chain risk management
practices?

III. ROLE OF ARTIFICIAL INTELLIGENCE IN SUPPLY
CHAIN RISK MANAGEMENT

Nearly all proposals define SCRM in terms of a set of actions
that lead to an intended result, while also stressing out the
prerequisite of coordination and collaboration among supply
chain partners. SCRM-related actions are either collectively
termed as management [1,2] or are individually specified.
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In the latter case, SCRM is defined to include
identification [1, 3, 4] evaluation (Manuj and Mentzer
2008b; Ho et al. 2015), mitigation and monitoring (Ho et
al. 2015) of risks. In terms of intended results of SCRM,
researchers either stress the mitigation of negative effects
of risks or the strengthening of  positive
characteristics of the supply chain. Examples of the former
case include reducing vulnerability [1, 5]losses, probability
or exposure to risks [4] . On the other hand, positive
effects of SCRM that are included in definitions involve
ensuring profitability and continuity [2,
3, 6].
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Graph 2. Depicting Data Sources for Al Models

A. The Role of Artificial Intelligence in Supply Chain
Management:

Artificial Intelligence (AI) plays a pivotal role in transforming
traditional supply chain management practices by introducing
automation, predictive analytics, and optimization capabilities.
In the realm of supply chains, AI applications enable
organizations to efficiently analyze vast amounts of data, predict
demand patterns, optimize inventory levels, enhance route
planning, and identify potential risks in real-time. Al-driven
algorithms can detect anomalies, suggest proactive actions, and
facilitate decision-making processes, ultimately leading to more
agile and responsive supply chain operations.

Furthermore, Al technologies such as machine learning and
natural language processing make it possible to improve supply
chain visibility, streamline communication with suppliers and
customers, and enhance overall operational efficiency. By
harnessing the power of Al, organizations can gain valuable
insights into their supply chain processes, identify areas for
improvement, and mitigate risks effectively.
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B.Applications of Artificial Intelligence in identifying and
Mitigating Supply Chain Risks:

Predictive Analytics: Al enables organizations to utilize
historical data, market trends, and external factors to predict
potential supply chain risks. By employing machine learning
algorithms, predictive analytics can forecast demand
fluctuations, anticipate supplier disruptions, and identify patterns
that indicate potential risks. This proactive approach allows
organizations to implement preemptive measures to mitigate
risks, such as adjusting inventory levels or diversifying supplier
networks.

Real-time Monitoring and Alerts: Al systems can continuously
monitor various facets of the supply chain in real-time to identify
anomalies or deviations from expected patterns. Through the use
of advanced sensors and data analytics, Al can detect disruptions
in transportation routes, delays in production processes, or
quality control issues. Upon detecting such anomalies, Al
systems can generate immediate alerts, enabling swift responses

and mitigating the impact of potential risks on supply chain
operations.

Supplier Risk Assessment : Al facilitates the evaluation of
supplier risk by analyzing a broad range of factors, including
financial stability, geopolitical risks, and past performance.
Through natural language processing and data mining, Al
systems can process large volumes of unstructured data from
news sources, financial reports, and regulatory filings to assess
the risk associated with specific suppliers. This comprehensive
analysis empowers organizations to make informed decisions
regarding supplier selection and risk mitigation strategies.

Demand Forecasting and Inventory Optimization : Al
technologies excel in analyzing complex demand patterns and
optimizing inventory levels accordingly. By leveraging Al-
powered demand forecasting tools, organizations can accurately
predict customer demand, seasonal fluctuations, and market
trends. This enables proactive inventory management, reducing
the likelihood of stockouts or excess inventory, both of which
can pose significant risks to supply chain operations and
financial performance.

Natural Language Processing for Risk Assessment: Al-driven
natural language processing (NLP) capabilities enable
organizations to extract valuable insights from unstructured
data sources, such as customer feedback, social media, and
industry reports. NLP algorithms can identify emerging risks,
sentiment analysis, and consumer preferences, providing
valuable intelligence for supply chain risk management.
Additionally, NLP facilitates the analysis of contractual
agreements, enabling organizations to assess the legal and
financial implications of various supply chain risk scenarios.
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C. Benefits and Limitations of Artificial Intelligence in
Risk Management:

Enhanced  Predictive  Capabilities: Al  empowers
organizations to predict and anticipate potential risks with
greater accuracy and speed, enabling proactive risk
mitigation strategies. Machine learning algorithms can
analyze vast datasets and identify patterns that human
analysis may overlook, thereby enhancing the ability to
foresee impending risks.
Real-time Risk Detection: Al technologies facilitate real-
time monitoring of supply chain operations, enabling swift
detection of anomalies or disruptions. This capability
ensures that organizations can respond promptly to mitigate the
impact of risks, such as supply chain disruptions, quality
control issues, or transportation delays.

Improved Efficiency and Accuracy By automating
repetitive tasks, Al streamlines risk management processes,
reducing the likelihood of human error and enhancing the
overall efficiency of risk identification and mitigation efforts.
This will improve operational flexibility and cost efficiency.

Data-driven decision making: Al enables organizations to
make decisions based on data-driven insights. Using Al-
generated analytics, organizations can make decisions to
reduce risk and optimize supply chain operations, making
them more efficient and flexible.

Limitations:

High reliance on data : Al systems are highly dependent on
the quality, relevance, and completeness of the data they
analyze. Incorrect or biased data entry leads to risk
assessment and mitigation strategies.

Implementation limitations: Implementing Al in risk
management requires expertise and significant technology
investment, which can be a challenge for some organizations,
especially smaller companies with limited resources.

Ethical and legal considerations: The use of artificial
intelligence in risk management raises ethical questions of
privacy, transparency and accountability. Organizations must

follow these ethical and legal considerations when
implementing Al solutions in their risk management
processes.
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Lack of clarity: Some AI models, especially complex neural
networks, can be unclear in decision making, making it difficult
for stakeholders to understand the logic behind the decisions.
risk assessment and mitigation recommendations.

IV. THE ROLE OF MACHINE LEARNING IN SUPPLY
CHAIN RISK MANAGEMENT
ML algorithms can independently identify risk factors and
quantify risk through mathematical modeling. For example, [7]
used the RF algorithm to identify risk factors such as website
color, information and other risk factors in the online service
supply chain. The RF algorithm reduces the time for providers.
With the rapid development of Internet technology, consumers
are able to share their honest opinions about products and
services on social media. This network information is more valid
than information obtained from questionnaires[8]. Currently,
these network data are often unstructured, low density, high
variety and volume. Therefore, it is difficult to identify risks
with these data.

The modern supply chain faces inevitable problems while
meeting the needs of the customers. Natural disasters,
equipment unavailability, shipping delays and international
regulations challenge time and cost for companies. People
around the world have experienced shortages due to COVID-19,
which has created a major challenge for supply chains.
Therefore, it is better to estimate the risks before than to fix
them after they happen. The ML algorithm is considered to be
an excellent technique that can provide useful advice for SCRM.
For example, [9] accurately predicted the demand for daily
necessities and energy products during the COVID-19 period
using the DL algorithm, which can help decision makers make
better decisions about the time of epidemic. In addition, [10]
used EL, RF and SVM algorithms to identify risk breakdowns in
the supply chain. Similarly, [11] used the KNN algorithm to
predict the accuracy of online medicines with an accuracy of
98.6%. Accurate forecasts help government agencies crack
down on illegal drugs and provide reliable options to patients. In
general, the ML algorithm can help companies develop the right
strategies to avoid risks and improve the efficiency of the supply
chain [12].
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A. Machine Learning in Supply Chain Management:
Machine learning has emerged as a revolutionary
technology in supply chain management, enabling the
analysis of large amounts of data, identifying patterns and
making predictions with greater accuracy. In the supply
chain context, machine learning applications
organizations to optimize inventory management, predict
demand, improve route planning and reduce potential risks.
Using historical data and real-time inputs, machine

allow

learning algorithms can provide actionable insights
for better decision-making and ultimately better
performance and focus on supply chain
operations.
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Graph 3. Machine Learning Applications in Inventory Management

B. The Role of Machine Learning Algorithms in Predictive
Analytics of Supply Chain Management : Risk Identification :
Machine learning algorithms play a crucial role in identifying
potential risks within the supply chain by analyzing historical
data, market trends, and external factors. These algorithms can
detect patterns and anomalies that signify emerging risks,
enabling organizations to proactively address and mitigate
these threats before they escalate.

Risk Quantification: Machine learning algorithms assist in
quantifying the likelihood and impact of identified risks
through predictive modeling and simulation. By analyzing
various risk factors and their interdependencies, these
algorithms provide organizations with a quantitative
assessment of the potential risks, facilitating informed
decision-making and resource allocation.

(Thiswork islicensed under a Creative Commons Attribution 4.0 International License.)


www.ijert.org
www.ijert.org

Published by :
http://lwww.ijert.org

Trend Analysis: Machine learning algorithms analyze large
datasets to identify trends and patterns that may indicate future
risks in the supply chain. By seeing the relationships between
variables and events, these algorithms allow organizations to
predict potential problems and take preventive action to reduce
their impact on operations.

Scenario planning: Machine learning algorithms perform
scenario planning by comparing various risk scenarios and their
potential outcomes based on historical data and forecast
changes. By running multiple simulations, organizations can
evaluate the effectiveness of various risk mitigation strategies
and be able to develop contingency plans to deal with different
risk scenarios.

C. Case Studies on Machine Learning Applications in
Supply Chain Resilience: Case
Study 1: Walmart's Use of Machine Learning for Demand
ForecastingWalmart, one of the world's largest retailers, has
implemented machine learning algorithms to enhance its
supply resilience. By leveraging historical sales
data, customer behaviors, and external variables such as
weather patterns, holidays, and economic indicators, Walmart
has employed predictive analytics to forecast demand more
accurately. The machine learning algorithms analyze a myriad
of factors to identify patterns, seasonality, and anomalies,
enabling Walmart to optimize inventory levels, reduce
stockouts, and improve overall supply chain efficiency.
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Graph 4.

Machine  Learning in Demand Forecasting

Furthermore, Walmart's use of machine learning has facilitated
proactive decision-making in managing fluctuations in demand,
thereby enhancing its ability to respond swiftly to changing
consumer preferences and market dynamics. By applying
machine learning to demand forecasting, Walmart has
strengthened its supply chain resilience, ensuring that it can
adapt to varying demand patterns and mitigate risks associated
with inventory management and product availability.
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Case Study 2 : DHL's Utilization of Machine Learning for
Route Optimization DHL, a global logistics and supply
chain company, has harnessed machine learning
algorithms to optimize its freight transportation
routes, thereby fortifying its supply chain resilience. By
integrating real-time data on traffic patterns, weather
conditions, and delivery constraints, DHL's machine
learning algorithms dynamically adjust delivery routes to
minimize delays and fuel consumption while maximizing
operational efficiency.

Frequency vs. Delivery Time (hours)
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Graph 5. Route optimization of DHL

Through the application of machine learning, DHL has been able
to proactively mitigate risks associated with transportation
disruptions, congestion, and unforeseen events, ensuring the
timely delivery of goods to customers. By enhancing route
optimization capabilities, DHL has strengthened its supply chain
resilience, enabling the company to adapt swiftly to external
factors that can impact the logistics network, ultimately
improving customer satisfaction and operational reliability.

V. CHALLENGES AND ETHICAL CONSIDERATIONS

A. Ethical Aspects of Artificial Intelligence and ML in
Supply Chain Management: The use of artificial intelligence
(Al) and machine learning (ML) technologies in supply chain
management demonstrates ecthical principles related to data
analysis, algorithmic configuration and clarity in decision
making. . Concerns arise about the ethical use of data collected
from multiple sources, potential algorithmic biases that may
lead to inconsistencies, and lack of clarity in the decision-
making processes driven by Al systems. and ML. Organizations
should follow these ethical considerations to ensure that Al and
ML deployment in supply chain risk management is aligned
with the principles of transparency, fairness and accountability.
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B. Challenges in Implementing Al and ML Solutions:

The implementation of Al and ML solutions in supply chain risk
management faces challenges such as data quality issues,
technological complexity, and organizational resistance to
change. Organizations may encounter difficulties in sourcing
high-quality data for training AI models, integrating Al systems
with existing processes, and securing buy-in from stakeholders
for Al adoption. Additionally, the technical expertise required to
develop and maintain Al solutions poses a barrier for some
organizations, along with concerns about the potential
displacement of human roles by automation.
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Participation and knowledge: Engage stakeholders across
the organization in the Al and ML implementation
process to help support and resolve cross-functional
Providing training  programs to equip
employees for jobs that complement AI technologies,
and promote a culture of human-machine collaboration.

i1ssues.

Ethical Review Boards: Establish interdisciplinary ethical
review boards or committees responsible for evaluating the
ethical implications of Al and ML applications in supply

C. Recommendations for Ethical Al and ML Integration in chain risk management. These boards can provide

Supply Chain Risk Management: oversight, assess risks, and recommend ethical
guidelines to guide decision-making processes.
Effectiveness, Cost, Scalability and Complexity Continuous Monitoring and Evaluation: Implement

ivérsification . . . . .
— Efectiencss = Cost o mechanisms for continuous monitoring and evaluation of
Al and ML systems to ensure compliance with ethical
standards and identify potential risks or biases. Regularly

5
4
3 assess the impact of AI technologies on supply chain
2

Scalability == Complexity

operations and make adjustments as needed to align with
ethical best practices.

By adhering to these recommendations, organizations
can navigate the challenges and ethical considerations
associated with Al and ML integration in supply chain risk
management, fostering a responsible and ethically sound
approach to leveraging these technologies for operational
resilience and efficiency.

Contingency Planning )Digital Transformation

Strategy

Graph 6. Comparison of Risk Mitigation Strategies
VI. PYTHON INTEGRATED SOLUTIONS TO THE

PROBLEM STATEMENT AND CRITICAL
QUESTIONS

To address the challenges and ethical considerations
associated with Al and ML integration in supply chain risk
management, organizations can implement the following
recommendations:

Data Governance Framework: Establish comprehensive data
governance policies that prioritize data privacy, security, and
integrity throughout the AI and ML implementation process.
Ensure clear data collection, processing and sharing
procedures to maintain ethical standards.

A. Data Collection and processing :

data = pd.read_csv('supply chain

Reduce algorithm accuracy and bias: Conduct regular reviews
of Al algorithms to identify and reduce biases that can
produce discriminatory results. Implement methods to
promote algorithmic accuracy, such as diverse training
datasets and explanatory Al methods [13].

data.fillna(method="ffill", inplace=True)

data[ "date’] = pd.to_datetime(data[ "date’])

Fig 1. Python code for Input data and processing
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B. Risk Prediction with Machine Learning : D. Ethical Considerations :

sklearn.model_selection import traim_test split n sklearn.metrics i ~t classification_report
n sklearn.ensemble t RandomForestClassifier

sklearn.metrics i t accuracy score

report = classification report(y_test, y pred)

X = data[[ 'expenditure’, ‘demand forecast', 'lead time']]

n{report}")
y = data[ 'ri vel"]

X_train, X test, y_train, y_test = train_test_split(X, y, test_size=0.2, random_state.

model = RandonForestClassifier() explainer = shap.Explainer(model, X_train)

model.fit(X train, y_train)
shap_values = explainer(X_test)

y_pred = model.predict(X_test)

accuracy = accuracy_score(y | y_pred)

shap.summary_plot(shap_values, X test)

print(f'Risk Prediction Accurac {accuracy * 100:.2f

Fig 4. Python code to address ethical considerations, implement

. — . . . bias detection and explainability
Fig 2. Python code to predict risk with Machine Learning

C. Natural Language Processing for Sentiment
Analysis :

3 (I VII. CONCLUSION
fron nltk.sentiment fnport SentimentintensityAnalyzer In conclusion, this research paper demonstrates the transformative
potential of integrating artificial intelligence (AI) and machine
learning (ML) into supply chain risk management to enhance
resilience and operational efficiency. By addressing an industry-
relevant problem statement, the study provides practical Python-
based solutions for data collection, risk prediction, sentiment
analysis, and ethical considerations, thereby offering a

nltk. download( v

sia = SentimentIntensityAnalyzer()

feedback = ["The deli delayed”, "Great ce”, "Product quality is poor

sentiments = [sia.polarity_scores(text)[*compound'] for text in fecdback] comprehensive framework for organizations to adopt Al and ML
technologies. The use of visual aids such as graphs underscores
the growth and importance of Al adoption in supply chains,

for text, sentiment in zip(feedback, sentiments): hlghllghtlng its impact on predictive insights and proactive risk
print(f*Sentinent Score for "{text}": {sentiment}') management. With recommendations for ethical integration and
Fig 3. Python code to perform sentiment analysis on continuous monitoring, this research advocates for a balanced

approach that enhances decision-making and fosters a
collaborative human-machine environment in the supply
chaindomain.

customer and supplier feedback.
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Graph 7. Growth in AI Adoption in Supply
Chains

REFERENCE

[1]. J* uttner, U. 2005. “Supply chain risk management: Understanding the
business requirements from a practitioner perspective.” The International Journal
of Logistics Management 16 (1): 120-141.

[2]. Tang, C.S. 2006. ‘“Perspectives in supply chain risk management.”
International Journal of Production Economics 103 (2): 451-488.

[3]. Manuj, 1., and J.T. Mentzer. 2008a. “Global supply chain risk management.”
Journal of Business Logistics 29 (1): 133-155.

[4]. Manuj, L, and J.T. Mentzer. 2008b. “Global supply chain risk management
strategies.” International Journal of Physical Distribution and Logistics
Management 38 3): 192-223.

[5]. Martin, C., and H. Peck. 2004. “Building the Resilient Supply Chain.” The
International ~ Journal of Logistics Management 15 (2): 1-14.

[6]. G. Baryannis, “Supply chain risk management and artificial intelligence: state
of the art and future research directions,” International Journal of Production
Research, Apr. 2019.

[7]. Li, Z., Guo, H., et al. (2020). A sustainable production capability evaluation
mechanism based on blockchain, LSTM, analytic hierarchy process for supply
chain network. International Journal of Production Research, 58(24), 7399-7419.
[8]. Liu, Y., & Huang, L. (2020). Supply chain finance credit risk
assessment using support vector machine—based ensemble improved with noise
elimination. International Journal of Distributed Sensor Networks, 16(1).

[9]. Nikolopoulos, K., Punia, S., et al. (2021). Forecasting and planning
during a pandemic: COVID-19 growth rates, supply chain disruptions, and
governmental decisions.

[10]. Berloco, C., de Francisci Morales, G., et al. (2021). Predicting
corporate credit risk: Network contagion via trade credit. PLoS ONE, 16(4
April).

[11]. Zhao, H., Muthupandi, S., et al. (2020). Managing Iillicit online
pharmacies: Web analytics and predictive models study. Journal of Medical
Internet Research, 22(8).

[12]. M. Yang, M. K. Lim, Y. Qu, D. Ni, and Z. Xiao, “Supply chain risk
management with machine learning technology: A literature review and
future research directions,” Computers &amp; Industrial Engineering, vol. 175,
p. 108859, Jan. 2023, doi: 10.1016/j.cie.2022.108859.

[13]. N. Sanghvi, “Ethical Implications of Biases in Al and Machine
Learning Algorithms,” International Journal of Engineering Research &

Technology, vol. 13, no. 6, doi: 10.17577/IIERTV131S060106.

IJERTV 131 S080099

| SSN: 2278-0181
Vol. 13 I'ssue 08, August-2024

(Thiswork islicensed under a Creative Commons Attribution 4.0 International License.)





