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Volatility 
Brazilian Real to U.S. Dollar 
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Structure Drives Behavior 

 Structure determines behavior 
 

 Behavior does not determine 
structure 



Drivers of Business Resilience 
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Source: Yossi Sheffi, (2005) The Resilient Enterprise 



Diamond-Shaped Supply Chain 
Nexus Suppliers  



Types of Risk 
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Complex Supply Networks 



Structuring Supply Chain Risk 

Causes Disruption 
Events Consequences 



Risk Management – Early Warning 
 LexusNexis 
 Resilinc 
 Google Alerts 







Google Alerts 



Business Continuity 



Supply Chain Flows  
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Flow 



Global Recall: 
Mattel Toys – Prague, Czech Republic 



Supply Chain Financing 

Fund the Growth 



Sources of  Supply Chain Capital  
 



Crisis Births 
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Appropriate Models for Risk Management 

 Systems approaches/thinking  
 Risk management of complex systems is  
 Multi-objective 
 Multi-decision maker 
 Hierarchical (overlapped) 
 Sometimes conflicted/confounded 

 Complex systems exceed human capacity to capture everything in 
a simple model. 
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Attenuation 
 Attenuation is a decrease in signal 

strength during transmission. 
  Attenuation is the opposite of 

amplification, and is normal when a 
signal is sent from one point to 
another.  

 If the signal attenuates too much, it 
becomes unintelligible, which is why 
most networks require repeaters at 
regular intervals.  

http://webopedia.internet.com/TERM/a/network.html
http://webopedia.internet.com/TERM/a/repeater.html


Decision Tree Analysis 



Restructure? 

“I know we are having a pretty good 
quarter.  I just hate to waste a good 
recession.” 

 
Response from CEO of large 3PL when asked why 

he was cutting 5% from every division in his firm. 
March 25, 2009. 



Managing Through the Crisis 

 Leadership 
 Direction 
 Inspiring others  
 Defining expectations and 

rewards 

Source: McKinsey Research 



End of presentation 

Extra slides follow 



Vantage Points 
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Pinpointing Vulnerability 
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Nexus Suppliers  



Supply Chain Blind Spots Increase Risk 

Increase in risk is multiplicative.  Improving visibility is required. 
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Nexus Suppliers  
 Critical nodes hidden within supply networks.  
 Suppliers, or supplier sites, that might be in the second-tier or lower 
 Buying companies would ordinarily have no contact and might not 

even know exist. 
 Disruption of its operation would have a surprisingly huge impact on 

the original-equipment manufacturer’s production.  
 Supplier may possess critical market information 
 Complex supply chains pose unprecedented risks and opportunities 
 Big buying companies cannot afford to be in the dark about 

suppliers far down their supply chains 



Nexus Supplier 







Nexus Suppliers 



Attenuation 
 Attenuation is a decrease in signal 

strength during transmission. 
  Attenuation is the opposite of 

amplification, and is normal when a 
signal is sent from one point to 
another.  

 If the signal attenuates too much, it 
becomes unintelligible, which is why 
most networks require repeaters at 
regular intervals.  

http://webopedia.internet.com/TERM/a/network.html
http://webopedia.internet.com/TERM/a/repeater.html
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Risk is a Concept 
 Risk is intuitive and familiar to everyone, yet it can be 

sophisticated and elusive when organizations seek 
definitions of risk for specific risk management programs.  

 As a broad concept, risk inherently has many possible 
meanings depending on the individual or organization.  

 
 



Risk Management 
Risk assessment is not a single 

process, but a systematic 
approach to organizing and 
analyzing knowledge and 
information that supports a 
risk decision.   
 

Risk management is a 
systematic process for the 
identification, assessment, 
control and communication of 
risks to life, property, or 
other valued objects. 
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Consumer Requirements:  
From Expectation to Integration 

 Risk reduction 
 Offset new product cost 
 Demand environmentally responsible options to dispose of 

obsolete product 
 Consumer expectations will eventually result in lower costs 

Consumer 
Expectation Action Integration 

Commitment Higher Costs Lower Costs 



Revenue at Risk (RaR) 

New Metric for Supply 
Management 

 



Example – FCA Engine Part Supplier 
 Privately held engine parts supplier financially distressed and will 

have to cease manufacturing 
 Supplier makes 5 parts for best-selling FCA engine 
 FCA has three choices 
 Buy supplier 
 Develop capability to make parts at risk 
 Substitute 
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Example – FCA Engine Part Supplier 
 FCA engineers made estimate of bringing parts fabrication in 

house: 
 $5 million for tooling 
 52 week leadtime 
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Example – FCA Engine Part Supplier 
 Revenue at Risk (RaR) would be: 
 Net present value of: 
 Wholesale price of vehicles containing impacted engine times 
 Times number of vehicles 
 Times 52 weeks 
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Revenue at Risk (RaR) 
 RaR would be a metric used by supply management groups to 

measure the impact of supplier discontinuity or other supply 
problems 

 RaR would be calculated for each supplier (important ones – 
probably not really all suppliers) 

 Nexus supplier? 
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Other Considerations? 
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Constituents 



Managing Through the Crisis 

Leaders must 
face reality 

No matter 
how bad 

things are, 
they will get 

worse 

Build cash - 
SC used to 

"fund" 

Never waste 
a good crisis 

Be aggressive 


	Slide Number 1
	Volatility�Brazilian Real to U.S. Dollar
	Structure Drives Behavior
	Drivers of Business Resilience
	Diamond-Shaped Supply Chain�Nexus Suppliers 
	Types of Risk
	Complex Supply Networks
	Structuring Supply Chain Risk
	Risk Management – Early Warning
	Slide Number 10
	Slide Number 11
	Google Alerts
	Business Continuity
	Supply Chain Flows 
	Slide Number 15
	Supply Chain Financing
	Sources of Supply Chain Capital �
	Crisis Births
	Appropriate Models for Risk Management
	Attenuation
	Decision Tree Analysis
	Restructure?
	Managing Through the Crisis
	End of presentation
	Vantage Points
	Pinpointing Vulnerability�
	Nexus Suppliers 
	Supply Chain Blind Spots Increase Risk
	Nexus Suppliers 
	Nexus Supplier
	Slide Number 31
	Slide Number 32
	Nexus Suppliers
	Attenuation
	Risk is a Concept
	Risk Management
	Consumer Requirements: �From Expectation to Integration
	Slide Number 38
	Example – FCA Engine Part Supplier
	Example – FCA Engine Part Supplier
	Example – FCA Engine Part Supplier
	Revenue at Risk (RaR)
	Other Considerations?
	Constituents
	Managing Through the Crisis

