Bill’s Building Blocks
Supply Chain Resiliency

Have you noticed things go seriously wrong when two or more interruptions cascade. On a cold day you misplace your keys in a different jacket, then lock yourself out of the house without the jacket. The ATM has a hiccup; your bank deposit goes into the wrong account, and your bank account is overdrawn. You are driving on a turnpike with vast distances between exits; you let your car run too low on gas, and the pumps at the next gas station are empty. You get the idea. When the second shoe drops, it gets complicated.

Supply chain practitioners learn to analyze their network more than one echelon upstream and more than one echelon downstream in anticipate of potential risks.

Software companies such as SAP talk about supply chain resiliency as “the capability to resist or avoid the impact of disruption with the ability to quickly recover from a disruption”. Some of the supply chain vocabulary associated with resistance and avoidance include buffering, redundancy, anticipation, and prediction. Some of the supply chain vocabulary associated with recovery include contingencies, multi-sourcing, expediting, and work arounds. The degree of resilience depends on whether the disruption is a little or a lot.

Designing a supply chain to be risk resilient is at odds with designing a supply chain to be cost efficient. How much is predictable, reliable delivery worth to the business? In my experience, every product has at least one sole-sourced component that sets the performance and/or the price point for that product. It makes sense to start the design of a resilient supply chain by developing a strategy and the means to protect the SOURCE-logistics-MAKE-logistics-DELIVER-logistics-CUSTOMER path for that strategic component. In some cases, such as semiconductors, SOURCE itself is multi-echelon and very complex with its own set of global logistics interconnections. Again, that piece of the supply chain needs to be decomposed into its sole sourced and multi-sourced paths. 

Suppose you use a sole-sourced semiconductor from a chip fabricator in Taiwan. The chip fabricator buys pure silicon wafers from Japan, photolithography masks from the Netherland, dopant vapors from Germany with scribing and dicing, die attach, lead frame attach, and encapsulation all done in Taiwan. The potential for accumulated delays and logistics cost variabilities here are extraordinarily complex. 

Assume the worst and plan ahead.
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