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Abstract

The COVID-19 pandemics show cased across all industries how vulnerable supply chains can
be. In many companies this is leading to a shift of paradigms away from low-cost to a more
reliable and robust supply chain which comprises higher inventories and logistics cost. This
underlines the necessity of supply chain resilience which already became more and more im-
portant over the last years. This paper shall investigate different forms of disruption during the
pandemics and strategies how to manage them in terms of supply chain resilience. Especially
strategies which led to a competitive advantage over a company’s competition are of interest.
Finally, it will be discussed what implications for the future arise out of the discussed cases.

Keywords: Supply Chain Resilience, COVID, Supply Chain Management, SCM
JEL Code: A1l

1. Introduction

The COVID-19 pandemics show cased across all industries how vulnerable supply chains can
be. In many companies this is leading to a shift of paradigms away from low-cost to a more
reliable and robust supply chain (SC) which comprises higher inventories and logistics cost.

In the pre COVID-19 era companies were focusing on efficiency gains by utilizing con-
cepts like:

— Justin time.

Low inventories.

— Complex supply chain structures spanning the globe.

— Single source situations (may be unknown at early stages of SC).

— High dependency on certain regions.

— Non-local sourcing.

In summary prioritizing efficiency in terms of lower cost and inventories over redundancy
was successful creating shareholder value as long as no disruptive event occurred. Optimization
over many years made the supply chain very thin with almost no margin to maneuver in case
of disruption.

This means companies with efficient but in many cases not resilient supply chains were
hit by COVID-19 and the following disruption.
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2. Disruption during the Pandemics

Disruption during the pandemics was not a single event. Furthermore COVID-19 was only the
trigger and accelerator for many disruptive events and created kind of a perfect storm. In the
following, some of the main sources of disruption are listed and their implication for a post
pandemic world:

— Chip shortage.

— Harbor congestions.

— Suez blockage.

— Brexit & driver shortage.

— Energy shortage in China.

— Factory shutdowns in China.

This Post-Pandemic world comes with shifted demand patterns across product portfolios.
A massive shift of consumers towards online retail. Totally new customer groups appeared in
many cases out of changed priorities due to new life circumstances (home office) of the people.
At the same time a strong political push towards sustainability has happened, which comes with
the zero-emission target and this earlier than expected for the economy.

Impact on supply chains is manifold:

— Product portfolios and offerings have exploded in size and diversity.

— Production and supply networks have become increasingly complex.

— External pressures, including regulations and trade barriers, have intensified.

— Customer segments have become more volatile, with rising service requirements.

— Multiple stakeholders are demanding action to promote sustainability.

The described disruptions and their impact on supply chains indicate that the post-pan-
demic world will requires supply chain resilience (SCR).

At the beginning of COVID-19 a study (BVL, 2020) across 336 companies out of indus-
try, retail, logistics have been asked if “supply chain risk management” systems strengthen re-
silience more than other ERP systems or logistics software solutions. In the response companies
did not see more added value of those special system compared to other IT systems. However,
only 32% of the companies had those systems partially or fully implemented in use.

In contrast, it was observed that companies which are more digitalized have responded
better to the COVID-19 crisis over their competition. It seems that this advantage was not rec-
ognized at that moment in time by the companies. However, asked for what they could have
done different to be prepared for a pandemic many responded with “more digitalization” and
implementation of “risk management”.

In a study (BVL, 2021) across 286 logistic service providers from October 2021 after
~1.5 years of COVID-19 already 52% of the companies utilize risk and resilience tools in their
IT landscape.

This means there has been a massive push towards supply chain risk and resilience tools
and their digital application across the companies during the pandemics.

3. Supply Chain Resilience Strategies

During the pandemics companies have been forced to change their strategies to deal with this
new era of uncertainty. The classical approach with focus on efficiency and cost was in many
cases blind for risk. In a stable environment this strategy can be successful. If disruption comes
into play as discussed in the previous chapter risk management becomes a key factor. Many
companies learned this the hard way faced with broken supply chains and business disruption.
This led to shift in paradigm to balance risk, cost and performance as shown below.
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Figure 1: Strategic balance between cost, risk and performance
Source: Fred et al. (2021)

In a world of disruption with new patterns described in the previous chapter strategies for
more resilience are required (Kiebler et al., 2020; Schuster et al., 2021).

First companies shall become more shock resistant. This comprises to re-thing global
supply, manufacturing, and distribution networks. To establish and re-evaluate buffers in the
supply chain and finally proactive Supplier Management.

Second its key to be agile to respond in case of disruptive events. This can be achieved
by transparency and the ability to manage the whole supply chain across multiple tiers. There-
fore, its key to have real-time data to act on. This shall be accompanied by end-to-end risk
management strategies und pro-active planning incl. the simulation of what-if scenarios.

To achieve more resilience, industry companies rate following top 3 strategies as most
important (BVL, 2020):

1. Improved informational and planning processes in collaboration with their supply

chain partners

2. Intensify digital transformation

3. Dual or multi sourcing

This is fully in line with the resilience requirements. Interesting is that the companies
directly point out to the “how”. They believe this needs to be enabled by digital tools which
they want to implement with priority.

In the following an example shall outline how these digital tools could look like and which
benefit was achieved in this case. Microsoft utilizes blockchain and cloud services to achieve a
digitalized supply chain (Rhodes I11, 2021).

At the beginning a situation in the supply chain was characterized by labor intense pro-
Ccesses, error prone payment management processes, data inconsistency and time lagging across
the SC, lack of inventory data for forecasting and reporting, supplier contracts have not been
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linked to transaction nor they have been available digitally. At the end the supply chain network
was a block box leading to missing parts and price discrepancies.

To overcome the situation blockchain technology combined with Microsoft’s cloud ca-
pabilities was enabling the transformation process. The missing what, when and how was trans-
ferred into digital assets on blockchain to provide visibility and a single source of truth mirror-
ing the real world.

This finally unlocked values such as supply chain transparency, component integrity and
operation efficiency. Major benefits were lead time reduction, data security, better inventory
planning, supply chain flexibility, error reduction and many more.

According to Microsoft they have been able to achieve USD 50 million savings with only
9 suppliers using the system. Another outcome has been reduced cycle times combined with
end-to-end item level traceability and expanded margins.

In the future even CO2 footprint and conflict minerals can be traced or avoided.

One core feature is the scalability, this means we might will see an evolving industry
standard created and proven by Microsoft which will be adopted by other firms over time using
the underlying technology. This is only one example out of many utilizing cloud-based plat-
forms ready to use across multiple companies.

4. Competitive Advantages enabled by Supply Chain Resilience

Empiric evidence demonstrates that SCR creates a competitive advantage over the competition
for companies who apply SCR strategies and methods. In addition it seems that digitalization
is an enabler of this outperformance as found in the study of (BVL, 2020) and the value creation
shown in the case of Microsoft (Rhodes 111, 2021).

Recently a study (Schuster et al., 2021) comprising 1800 US companies analyzed their
performance in terms of resilience from 1995 to 2020. As key indicator the total shareholder
return was compared against the industry average for each company.

It was found that resilient companies outperform their competition in normal times by
16%. During a crisis the effect more than doubled in terms of total shareholder return to a total
of 30%.

This data clearly makes a case for the usage of SCR and translates its benefits directly
into hard dollars.

5. Implications for the Future of SCR

The key implication for the future of SCR is that it is digital and arriving in practice. COVID-
19 was a trigger and accelerator for disruption and hence for this trend towards utilizing SCR
strategies. In addition, SCR demonstrated empirically its value for companies by outperforming
competition if applied.

This means the “nice to have” and “no value add” opinion from the past has already
changed in the minds of decision makers. Previously this was one of the main obstacles why
SCR was not broadly applied in practice.

SCR is still at the beginning, but awareness of an issue and the potential solution comes
always prior to transformation and change. Evidence of this development is found in a recent
survey (BVL, 2021), many companies recognized the value of SCR. In addition, it’s understood
that cloud-based IT systems are the enabler for collaboration. Today already 50% of the com-
panies work with cloud systems and those who are lagging are willing to invest. In the whole
field of SCR, the companies see themselves in the driver seat for the rollout.

It can be anticipated that application of SCR strategies will rise in the near future.
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