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WHY WE NEED A NEW
DILIGENCE AGAINST
SUPPLY CHAIN
DISRUPTIONS

qR

We are witnessing the largest global supply chain
disruption in our time which has been accelerated by
a global pandemic. These disruptions in the supply
chain are caused by many factors, like raw material
shortages, natural disasters and transportation
failures.

Currently, the labor shortage means businesses are
unable to stock enough inventory to keep up with
the high demand. To survive this surge in demand,
businesses need strategies to improve supply
resiliency and reduce the risks from future
disruptions.

We are always dealing with uncertainty and trying to
plan for these situations. The only certain guarantee
is that we will continue to deal with supply chain
disruptions, but at a greater frequency.

In the worst case, your operations come to a
grinding halt. But when you are prepared, you can
repair your supply network faster. Even better, you
might be able to avoid the disruptions in the first
place.
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“SUPPLY CHAIN
DISRUPTION?”

There are numerous reasons for supply chain disruptions, Here are some of the
very relevant external factors staring us in the face today:

NATURAL DISASTERS

CYBER ATTACKS

PRODUCT PROBLEMS

TRANSPORTATION FAILURES/DELAYS

PRICE FLUCTUATIONS

PANDEMICS
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IMPACT ON BUSINE

Supply-Chain Disruptions By Sector

In the last week, did this business have domestic supplier delays? (percentage saying yes)

Manufacturing

Construction

Retall Trade

\Wholesalle Trade

Accommodation & Food Services

Other Servcies (Except Public Admin)
Admin & Support Services

Utilities

Health Care & Social Assitance

Arts, Entertainment, & Recreation

Real Estate & Rental & leasing

Information

Transportation & Warehousing

Mining, Quarrying, & Oll & Gass Extraction
Porfessional, Scientific, & Technical Services
Educational Services

Finance & Insurance
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Sources: U.S. Census Bureau; CEA Calculations.
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IMPACT ON
BUSINESSES Businesses Have Little Inventory to Sell

Inventory-to-Sales ratio (days of sales in inventory)

50
Retailers
40
Total Business
30
1992 1996 2000 2004 2008 2012 2016 2020

Sources: U.S. Census Bureau; CEA Calculations.
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OLD Diligence:

With the focus on inventory as a way to
safeguard their supply chains from

disruptions, the OLD diligence is not Ra, Ny \y 7 Traditional inventory

feffectlve ‘enough to mmmyze the impact . : caIcuIations, Iean, just-in-time
interruptions have on businesses, §' P Y N ENeL et -

especially in the new reality of frequent, ; s ' B Kl P T i Inventory management
devastating and unpredictable factors. ¥ il Historical demand used to

predict future demand

Responding reactively to
interruptions due to lack of
preparation
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THE “OLD”

DILIGENCE Traditional inventory calculations, lean, just-in-time
inventory management
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THE “OLD”
DILIGENCE

Historical demand used to predict future demand
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THE “OLD”

DILIGENCE Responding reactively to interruptions due to lack
of preparation
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“NEW” DILIGENCE:




THE “NEW”
DILIGENCE

Level of Supply Chain Disruption Faced by Retailers
Globally Due to the Coronavirus Pandemic in 2020

12%
Heavy
Disruption

56%

Moderaté»Drisruption

Source: RetailNext ©Statista 2021. Additional Information: Worldwide: RetailNext: 2020
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THE “NEW”
DILIGENCE

The main issues felt by supply chain executives
in the retail sector are:

7
High fluctuation in customer demand and

customer channels e.g., seismic shift to e-
commerce.

Lack of flexibility allowing quick reaction to
change, and meeting customer expectations.
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THE “NEW”

DILIGENCE Questions businesses should be asking:

How much inventory should we carry?

How do we optimize inventory without becoming too
lean?

How do we adjust our inventory strategy for the post
pandemic era and future disruptions?
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HREE NEW INVENTORY MANAGEMENT
TRATEGIES THAT ANTICIPATE AND PLAN FOR
SRUPTIONS Er
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THE “NEW” The Inventory Dilemma
DILIGENCE

RISK REWARD

Investment in Servicing the
Inventory Customer
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THE “NEW” The Inventory Dilemma
DILIGENCE

REWARD

Servicing the
RISK Customer

Investment in
Inventory
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THE “NEW” The Inventory Dilemma
DILIGENCE RISK

Investment in
Inventory REWARD

Servicing the
Customer
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THE “NEW” The Inventory Dilemma
DILIGENCE

RISK REWARD

Investment in Servicing the
Inventory Customer
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THE “NEW”
DILIGENCE

The Right Amount of Inventory

To gear up for the supply chain of tomorrow, businesses must end the era of just-in-time and
lean inventory strategies. Businesses must focus on inventory strategies that build inventory
in anticipation of future disruptions — because we know they are going to happen.
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THE “NEW”
DILIGENCE

The Right Amount of Inventory

To gear up for the supply chain of tomorrow, businesses must end the era of just-in-time and
lean inventory strategies. Businesses must focus on inventory strategies that build inventory
in anticipation of future disruptions — because we know they are going to happen.
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THE “NEW” Increase Agility and Improve
DILIGENCE Resiliency

Today, businesses can harness the new capabilities and digitization in machine learning,
artificial intelligence that make economic profitable decisions vs. simply chasing service level
targets and outdated supply chain metrics.

N
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THE “NEW” Increase Agility and Improve
DILIGENCE Resiliency

Technology enabled Al and ML create better and more accurate real-time forecasts, sense
disruptions at the earliest stage, make intelligent materials and logistics sourcing decisions,
optimize supply chain execution, and minimize both delivery time and costs.

N
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CONCLUSION

Unfortunately, disruptions are becoming more frequent and more
destructive in nature, but for certain we know that they are here to
stay, and this is something as a business we need to anticipate and
adjust for now and in the future. We have witnessed an adoption
of new business strategies and new buying channels e.g., BOPAC
which was born overnight, as result of the major global pandemic.
What these interruptions have taught us is that inventory
management strategies and methodologies of the old diligence are
no longer valid and that a new diligence in the new world of

disruptions is required in order to thrive.
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ABOUT 4R Human intelligence and

Al in Parallel




ABOUT 4R

The 4R Approach:
A Scientific Advantage
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ABOUT 4R

Proven Business Results:
A Holistic View of the Supply Chain
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ABOUT 4R

The 4R Customer Success Team:
Highly Consultative Engagement
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