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Supply chain leaders have certainly faced turbulence before—think of the height of the COVID-
19 pandemic. But this moment presents new challenges, such as rising interest rates and
fluctuating energy prices, while we’re still facing hiring difficulties and companies that are
trying to sell more units with a limited supply.

Historically, the threat of recession has driven companies to decrease costs through austerity
measures and to free up working capital by depleting inventory. But today’s conditions bring
more complexity to the supply chain officer role—perhaps even redefining it—as supply chain
leaders face the looming threat of economic slowdown while trying to find opportunities for
competitive advantage.

Three areas are vital to success: visibility, rapid response, and structuring for resilience.

One of the biggest challenges is gaining visibility into multiple levels of the supply chain.
Companies oen have a strong understanding of their direct suppliers but not of what the
supply chain looks like several tiers down—for example, at a foundry for semiconductors—
where the potential is high for single points of failure or capacity issues.

https://www.bcg.com/capabilities/business-resilience
https://www.bcg.com/capabilities/operations/supply-chain-management
https://www.bcg.com/capabilities/corporate-finance-strategy/expert-insights
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Today’s conditions bring more complexity to
the supply chain officer role—perhaps even
redefining it.

Firms need better upstream visibility into the sources of materials and shocks that could
disrupt supply chains. Digital supply chain solutions and specialty resilience applications can
support enhanced visibility, though digital engagement alone isn’t enough. It is also key to hire
and retain people skilled at managing and analyzing the massive amount of data generated by
the supply chain.

Leaders should also focus on rapid response. There can be a first-mover advantage in
responding quickly to changing conditions that affect supply availability. Making sense of the
wealth of internal and external data can help your company move confidently when shis
occur. For example, suppose data indicates that semiconductor supplies are going to be short
in two months’ time. The business could move quickly to build semiconductor inventory from a
network of suppliers in advance of any lag in availability.

This uncertain period requires leaders to think through different decisions and responses than
they may have in recent periods of instability. At the height of the supply chain crisis in 2021,
companies that were accustomed to outsourcing many of their supply chain operations took
steps like chartering their own vessels and investing in their own manufacturing capacity. In
many cases, these choices are not economical today with the current costs and the imbalance
of supply and demand.

Today, resilience becomes even more valuable as supply chain functions prepare the
organization for agile responses to traditional problems—like how to optimize the
manufacturing network and diversify the supplier base—and to wildly shiing demand.

Resilience has been on the agenda for years. For seven of the past eight quarters, supply chain
risk and resilience has been one of the top five issues CEOs have discussed on earnings calls.
Yet only 10% of companies have strong capabilities to manage supply chain shocks, according

https://www.bcg.com/capabilities/operations/digital-supply-chain
https://www.bcg.com/capabilities/operations/overview
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to research by APQC and BCG, to be published later this year. The most resilient companies
consistently invest in resilience-building capabilities—widening the gap and creating
opportunity.



The steps to resilience are oen
straightforward, but they require tradeoffs.

The steps to resilience are oen straightforward, but they require tradeoffs. For instance,
companies regularly concentrate volume with one supplier to drive operational efficiency and
lower costs. A better option might be to diversify supply among two or more suppliers, but the
firm may then face higher costs and greater supply chain complexity. Leaders must balance
these considerations as they choose the best long-term, risk-adjusted course of action.

Leaders can increase resilience in several ways:

Slowing growth and rising inflation are forcing a cost-fighting mindset that aims to manage
expenses, which is an essential priority in times of slower growth—but firms should not
sacrifice resilience. Supply chain leaders who strive for visibility, rapid response, and resilience
can guide a company through these trying conditions.

• Revisit decision-making approaches that have reduced resilience in past downturns and
revamp those processes to prioritize response and recovery capabilities

• Look for common efforts with upstream partners to improve overall resilience while
highlighting areas of inefficiency

• Localize supply and manufacturing to reduce the length of supply chains and avoid
exposure to tariffs

• Design products with flexibility in mind so that materials can be substituted during
shortages
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I would like to thank my BCG colleague Jeremy Kay for his contributions to this work.

Author

Dustin Burke

MANAGING DIRECTOR & SENIOR PARTNER

Chicago

ABOUT BOSTON CONSULTING GROUP

Boston Consulting Group partners with leaders in business and society to tackle their most
important challenges and capture their greatest opportunities. BCG was the pioneer in business
strategy when it was founded in 1963. Today, we work closely with clients to embrace a
transformational approach aimed at benefiting all stakeholders—empowering organizations to
grow, build sustainable competitive advantage, and drive positive societal impact. 

Our diverse, global teams bring deep industry and functional expertise and a range of perspectives
that question the status quo and spark change. BCG delivers solutions through leading-edge
management consulting, technology and design, and corporate and digital ventures. We work in a
uniquely collaborative model across the firm and throughout all levels of the client organization,
fueled by the goal of helping our clients thrive and enabling them to make the world a better place.

© Boston Consulting Group 2022. All rights reserved. 

For information or permission to reprint, please contact BCG at permissions@bcg.com. To find the
latest BCG content and register to receive e-alerts on this topic or others, please visit bcg.com. Follow
Boston Consulting Group on Facebook and Twitter.

https://www.bcg.com/about/people/experts/dustin-burke
mailto:permissions@bcg.com
https://www.bcg.com/
https://www.facebook.com/BostonConsultingGroup/
https://twitter.com/BCG
https://www.bcg.com/about/people/experts/dustin-burke

