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Broken Global Supply Chains: Causes and

Consequences for Japan and Australia

THE U
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Prakash J. Singh
Department of Management and Marketing

Outline

* Broken global supply chains
* Examples
* Causes
* Consequences

* Impact of broken supply chains
* Global
* Japan
* Australia

* Mitigation measures

Global supply chain pressure

Pressure on global
supply chains have
reached extreme
highs and volatility in
the last three years

Broken supply chains - Examples

Metals and mining
Chemical supply
Automotive sector
Semiconductors
Technology

* Food

Housing

&:JP Morgan, Nasdaq reports
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Broken global supply chains - Causes

UKRAINE

-

.-,\‘ RUSSIA

Primary causes of broken
global supply chains:
COVID-19 pandemic
Russia — Ukraine war
Geo-political tensions
Disasters

Broken global supply chains - Causes

Retail sales rebound too much, too fast

Producers scramble to meet consumer
demand

The Bullwhip Effect

Shipping costs explode for distributors

Labour shortage slows entire supply
chain

Consumers become their own worst
enemy —fuelling inflation

Source: Nasdag report

Broken global supply chains - Consequences

High inflation in many countries
Real wage decreases

Rising interest rates

Reduced economic activity
Cost of living pressures

Increase in poverty levels

Impact of broken global supply chains - Global

* Continued port congestion
* Spillover from the Russia-Ukraine
conflict to Northern European ports

* Limitations on airfreight
transportation, particularly along the
Asia-Europe lane

* COVID-19 lockdowns in China

« Disruptions to rail freight, including
the overland rail link from China to
Europe

Source: JP Morgan
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* Rising inflation

* Subdued growth

Impact of broken global supply chains - Global

Real GDP growth projections for 2021 and 2022

%, year-on-year

| ggas!!!!!!!!!li!!!!!!!!

Lt

Impact of broken global supply chains - Japan

* Appears to have coped very well  japanese business activity and output indices

+ Many lessons learned from
earlier supply chain disruptions

¢ Tsunami o

* Global and Asian financial crisis

* High degree of supply chain ,n
resilience, robustness and agility

10

Impact of broken global supply chains - Australia
. Appears to haVe reCOVEred We” IHS Markit Flash Australia PMI output indices

* Export of natural resources basis
for successful recovery

* High degree of exposure to
supply chain shocks and
disruptions

* Need to develop supply chain
resilience, robustness and agility

218 219 22

Impact of broken global supply chains - Australia

Major study by Australian
Productivity Commission on
Supply Chain Vulnerability
identified many areas of risk and
concern and how these could be
mitigated

11

12
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Mitigation measures

Ways in which supply chains have changed

1

Supply chain now is a key focus the C-suite

the second tier

N

Sopply i Oromaion s vty o thi

Business continuity is more important than

femeitodony
costs
-
3. Buyer-supplier relations have been altered I
to focus on resilience
i |
4. Supply chain workarounds are now standard I

©u

The inventory playbook has been ripped up

MeKiney

Source: Davos Agend:

2,

Tkl gt chan o
friereea

IS

«

w

Mi

igation measures

Recommended steps for companies

Map the full extent of your supply network to identify direct and
indirect sources.

. Determine how quickly those that are most vital for you could either

recover from a disruption or be replaced by an alternative.

Address the vulnerabilities by diversifying your suppliers or stockpiling
essential materials.

. Explore production-process improvements or new technologies—such as

ontinuous-flow

), ing, and 3D printing—that
could lower your costs or increase your flexibility when faced with a
shock.

. And revisit your product strategies: Offering consumers more choices

isn’t always better.

Global Supply Chains in a Post-Pandemic World, Harvard Bu

Prof. Willy Shih

13

Questions, thou,

MELBOURNE

14
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