We'd like to make our
presentation an
interactive discussion.
Please assist us by
= onswering five short
guestions (see QR
code on the right).

SC disruptions are here to stay, so learn to deal with them

Presenters: Kaela Steyn (Performance Brands) &
Ulrike Kussing (Stellenbosch University)




Who we are & Our point of departure ...
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Presenter Notes
Presentation Notes
Introduction to who we are and what we do (KAELA & ULRIKE)

Introduction to our presentation
 Share experience and knowledge gained from speaking to various role players (managers & executives) in the fashion apparel industry (KAELA)



Why are we talking about SC disruptions?

* Supply chain risks and disruptions are especially relevant today,
due to a convergence of global events and trends that have
exposed vulnerabilities in traditional supply chain models.

Short Product
Life Cycles

Demand &
Supply Volatility

 Unique Vulnerability of Apparel SCs: High risk due to volatile
demand, global SC dependence, and potential for stock
obsolescence if delays occur.

* Global Events Reveal SC Vulnerability, highlighting the need for
effective strategies to prevent and mitigate SC disruptions.

of apparel

Characteristics

Large Product
Diversity

 More than half of fashion executives identified SC disruptions as
one of the major risks hindering global economic growth.
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Why it is relevant - 2. Geopolitical Tensions and Trade Wars, 3. Climate Change and Natural Disasters, Cybersecurity Threats, 5. Globalization vs. Regionalization, 6. Increased Consumer Expectations, 7. Technological Disruption and Innovation
Vulnerabilities  - 1. Over-Reliance on Single Suppliers or Regions, 2. Just-in-Time (JIT) Inventory Models, Long and Complex Global Supply Chains, 4. Limited Visibility and Traceability, 📉 6. Cost Optimization at the Expense of Resilience, 🔄 5. Slow and Inflexible Response to Change


 Adisruption is an unexpected interruption in the flow of goods or services between
a supplier and a customer that threatens the normal operation of business.

* Global networks have increased SC efficiency but at the cost of escalating risks,
vulnerabilities and ultimately disruptions.

* Once arisk has been realised it becomes a disruption.

* Disruptions are becoming more frequent and severe:
» 70%+ of firms report experiencing at least one disruption annually (BCl, 2023).
» Long disruptions (1+ month) now expected every 3.7 years (McKinsey, 2020).

* Impact: Disruptions affect profitability, reputation, and timely delivery.
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How the impact of a disruption is handled can be categorised into three groups: 1) Sensitivity to disruption: When
there is a disruption, how much does the system's performance change? 2) Adaptability to a
disruption: How well can a system absorb, recover or adapt to disruptions? 3) Resilience to
disruptions: A system's ability to maintain its operations during a disruption.


Supply chain disruptions are costly

Shock exposure Vulnerability Value chain risk Companies can
expect to lose

Unexpected events that Fragility in key areas

cause disruption of one year's EBITDA

every decade.
Supplier network structure Investing to minimize

Macropolitical Transportation and logistics these losses can pay
Malicious actors off over the long term

Demand planning and inventory
Force majeure

Balance sheet

Idiosyncratic Product and portfolio complexity

SOURCE: McKinsey Global Institute. 2020. Risk, resilience, and rebalancing in global value chains (Executive summary).
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Images: Getting wet vs. Having an umbrella


What are companies doing to handle disruptions?

REACTIVE = Disruption Management PROACTIVE = Risk Management

This Photo by Unknown Author is licensed under CC BY
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https://www.flickr.com/photos/wildlasvegas/6226908331
https://creativecommons.org/licenses/by/3.0/

What does disruption management look like? REACTIVE

Risk Disruption
Mgmt. Mgmt.

System
Performance

DISCOVER RECOVERY REDESIGN

Disruption indicators Actions required to Future improvement of
become evident limit impact disruption management

SOURCE: Macdonald, J.R. & Corsi, T.M.. 2013. Supply Chain Disruption Management: Severe Events, Recovery, and Performance. Journal of Business Logistics, 34(4):270-288.
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If possible, risks are identified, analysed and evaluated before they become a disruption, and the reaction time from occurrence can be reduced, leading to shortened downtime to 
… recovery actions that can address a disruptive event and lead to recovery include collaboration with SC partners, implementation of a crisis management plan, building redundancy into the SC, establishing relationships with alternative suppliers, and investing in technology to improve visibility and resilience
Redesign phase collecting and documenting learnings from the recovery stage and critically analysing and reviewing the data for future improvement in disruption management.


What does risk management look like? PROACTIVE

* The implementation of an
SCRM strategy is a proactive
response to SC disruption and

Disruption

focuses on prevention and E 2 YUY _____
mitigation without focusingon System |i S
recovery Performance |: ~ :

* Mitigation strategies are of
vital importance to shorten the
time between the discovery of

the disruption and the recovery L. N T YT
Recovery : Redesign
therefrom :

Time

SOURCE: Macdonald, J.R. & Corsi, T.M.. 2013. Supply Chain Disruption Management: Severe Events, Recovery, and Performance. Journal of Business Logistics, 34(4):270-288.
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This mitigation strategy ties in with the risk management phase shown in Figure 2.6, which is of vital importance to shorten the time between the discovery of the disruption and the recovery thereof. Ensuring a stable risk management strategy lessens the uncertainty around the disruption once it has occurred as

2)Understanding whether a risk is internal or external to an SC helps organisations set realistic expectations for risk mitigation. 
For external risks, which are beyond an organisation's control, mitigation strategies should aim to lessen the severity of their impact. 
In contrast, for internal risks, which are largely influenced by SC management, strategies should focus on identifying and addressing the root causes to prevent these risks from occurring


One size doesn’t fit all, when is comes to mitigation ...

Consider the impact of the particular risk, when deciding on a type of risk mitigation
strategy ... the bigger the potential impact, the more proactive you should be

Risk Risk Risk Risk
acceptance reduction avoidance transfer
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If the disruption from the identified risk is small, the risk acceptance or reduction strategy will most likely be implemented. The larger the disruption, the bigger the need for risk avoidance or transferring strategies
Risk acceptance – A particular risk could be accepted if the level falls below a predetermined threshold. This threshold is dependent on how much risk a company is willing to accept Late delivery from a trusted local supplier during peak season: A brand may accept this risk due to historically minimal delays.
Risk reduction –  The risk of a disruption can be minimised by reducing the probability of it occurring. Flexibility, control, and cooperation are all risk-reduction methods. Quality control inspections at manufacturing facilities to catch defects early and avoid large-scale returns.
Risk avoidance – decision of either avoiding the risk or eliminating the possibility of its occurrence is the most effective option. Avoiding risks in the SC includes choosing the correct distribution plan ,the right supplier, having top-quality security and understanding the needs of the applicable target market. Avoiding sourcing from politically unstable regions, even if costs are lower.
Risk transfer - shifting of negative outcomes, that might occur from a risk to a third party. Two common SC examples are the use of insurance, and 3PL companies for the transportation of goods. currency hedging


What if all of this sounds too daunting? Go for resilience!

Visibility

* Resilience = the ability to prepare for, respond to, and take advantage of disruptions
» Critical in today’s organisations, given the state of uncertainty.

» McKinsey research suggests that many leaders and organisations aren’t spending
enough time building resilience

> 84% of leaders report feeling underprepared for future disruptions, and 60% of
board members say their companies are not ready for the next major event

* Resilience is the new competitive advantage = understanding the causes,
consequences, and responses to supply chain disruptions is critical not just for logistics
teams, but for the entire organisation

* Drive resilience from the top (i.e. executive level)

* Build relationships with SC partners that are equally concerned about resilience
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How to make your supply chain more resilient 
supply chains are more localized than those in many other industries. We focus heavily on ensuring that we have alternative supply chains in place for key raw materials and other pivotal items.



Some resilience strategies to consider

Strategy Effectiveness Challenges
Supplier diversification |High Complex to implement, costly
Buffer inventory Moderate Capital-intensive, not sustainable long-term
Digital transformation |High Requires significant investment; skills gap
Nearshoring Moderate-High Depends on local capacity, cost factors
Strategic partnerships |High Requires trust and data-sharing
Scenario planning High Time- and resource-intensive
ESG risk monitoring . : ..

: Growing impact |Still maturing in many sectors
(major corporates)
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Talk here to some strategies used in practise and why some are difficult to adapt even though it is crucial 


Try to transition to a more resilient SC

ASPECT TRADITIONAL SC

Inventory Strategy Just-in-Time (JIT) Strategic buffering

Single/Low-cost source Diversified & regional

Supplier Base

Risk Visibility Limited (Tier 1 only) End-to-end transparency

Technology Manual/Legacy systems Digitally integrated

Flexibility Rigid and linear Adaptive & agile

Reactive Proactive & scenario-based

Crisis Response
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Key Take-aways

Flexibility is a
Competitive
Advantage

Efficiency _ ’
Without Communication
Resilience is Worsens the
Risky

Over-Reliance
on Single

Suppliers or
s Regions is
| Dangerous

Limited Visibility
@ -limited
Control
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In this study, most role-players acknowledged that their SCs were reactive and immature.
1. Efficiency Without Resilience is Risky
Old Assumption: Lean, just-in-time supply chains are always better ….. New Learning: Over-optimizing for cost and speed leaves no room for error.
Lesson: Balance efficiency with resilience and agility.
3. Limited Visibility = Limited Control
Old Assumption: Managing Tier 1 suppliers is sufficient ….. New Learning: Many disruptions originated in Tier 2 and 3 suppliers, where visibility was poor or non-existent.
Lesson: Map and monitor the entire supply chain, not just immediate vendors.
6. Poor Communication Worsens the Impact
Old Assumption: Internal decisions can be made in silos ….. New Learning: Lack of transparency with customers, partners, and suppliers worsens disruptions.
Lesson: Build collaborative and transparent communication channels across the value chain.
8. Flexibility is a Competitive Advantage
Old Assumption: Standardization and fixed processes are most efficient ..... New Learning: Companies that could quickly pivot (e.g., shift suppliers, change transport modes, reprioritize products) outperformed peers.
Lesson: Build modular, flexible systems that can adapt under pressure.




We’ve said our piece ...
now let’s look at what you said?
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Each industry is unique
Capability to build resilience & do SCRM depends a lot on size of organisation
….
NOT HAVING A PLAN, IS NOT AN OPTIONS ANYMORE
Not having time … (get one of my students)
Balance partnering with supplier vs. over-reliance on


Any Questions/Comments?

If you want to continue this conversation .....

Kaela Steyn
kaelasteynl@gmail.com

Ulrike Kussing
uk@sun.ac.za
021808 4173
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