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Introduction
The supply chain is undergoing a series of seismic shifts. In a world
disrupted by a global pandemic, military conflicts, and the increasing
impact of climate change, demand is surging, supply is stumbling, logistics
is backing up, and prices are climbing. There are shortages everywhere,
and the root causes are varied. In some cases, historical capacity is unable
to keep up with demand growth; in other cases, the issue is supply
disruption related to lack of workers or shipping containers. The challenges
facing the supply chain, and the degree to which shortages have been both
more pronounced and more persistent, are greater than many observers
had expected. A critical inflection point has been reached and crossed.
Although points of constraint have always existed, IDC's view is that
pre-pandemic global supply chains largely competed in a world of
unconstrained resources. As we move into a, hopefully, post-pandemic
world, they are instead operating in a resource-constrained world where
sustainability efforts become critical. This requires that supply chains think
quite differently about what is required to be successful and thrive within a
new paradigm.

AT A GLANCE
KEY STATS
Among supply chain respondents:
» 71% have implemented strategies to
automate tasks.
» 73% have implemented strategies to
automate jobs/roles.

KEY TAKEAWAYS
Labor shortages and talent gaps require
automated and optimized decision making
to create a digitally enabled, thinking
organization responsive to the realities of
supply chain partners and the landscape in
which their supply chain operates.

Much of the imbalance in the supply chain is a function of huge demand increases. Prior to the pandemic, supply
generally exceeded demand — and if demand exceeded owned factory capacity, there were available contract
manufacturing options. While driver shortages have occurred in the past, usually at year-end or during the holiday
season, modest rate increases were typically sufficient to entice additional "capacity." In an unconstrained supply chain,
there is latitude to pursue labor and asset arbitrage and wait for lowest cost. Low-cost country sourcing is the most
obvious example. In a resource-constrained world, waiting for the best price may mean missing out on obtaining key
components or ingredients completely. If the old paradigm was about assets and efficiency, the new paradigm is about
speed. Figure 1 Illustrates this concept.
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FIGURE 1: Supply Chain Paradigm Shift: From Unconstrained to Constrained
Unconstrained Supply Chain
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Source: IDC, 2022

This change has profound implications for technology and technology-enabled supply chain processes. It is perhaps no
coincidence that IDC has seen a material increase in the number of companies looking at automated tools to replace
manual or spreadsheet-driven workflows. A large number of organizations are still using manual processes or
spreadsheets to manage both supply chain planning and execution, but as seen in results from IDC's Talent Management
Survey in February 2022, they are beginning to address the issue. Among supply chain respondents:

» 71% have implemented strategies to automate tasks (e.g., manual processes, data collection) that would otherwise
be performed by employees.

» 73% have implemented strategies to automate jobs and roles to reduce the total number of employees required
to operate.
Indeed, the value of analytics, artificial intelligence (AI), and automation in building a smarter supply chain based on a
foundation of data, connectivity, and integration means being faster and more nimble in a world that increasingly values
those qualities. Supply chains need smarter workflows and intelligent automation to be competitive, so accelerating this
transition is becoming a top imperative for many organizations.

Trends
The shift of supply chains from resource unconstrained to resource constrained has profound implications and requires
companies to think about their supply chain in very different ways:

» Structural inflation seems inevitable given the shortages both in supply and in willing workers. Beyond the
standard upward price pressures when demand-supply gets out of balance, there have been recent examples of
supply chains offering higher hourly rates for blue-collar workers (with only modest success). We see this in results
from IDC's 2022 Talent Management Survey. Among supply chain respondents, 77% have increased hourly wages
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to retain/attract talent, yet 60% reported that they remain either slightly or extremely understaffed.
As increasing hourly wages will inevitably result in structural supply chain cost increases, IDC is already seeing
companies refocusing on supply chain efficiency programs and investment in automated collaboration and
operations technology.

» A move from labor to speed arbitrage is coming. This does not mean that cost efficiency is not important. Instead,
when it comes to the supply chain, organizations should think about cost in terms of speed rather than speed in
terms of cost. This has significant implications for technology and technology-enabled supply chain processes.

» Does the outsourcing versus insourcing trend pivot? IDC surveys conducted in 2020 suggested that outsourcing will
continue, but this may change. An approach that involves outsourcing and a focus on core competency makes perfect
sense in a resource-unconstrained world, but does it still play well in a resource-constrained world? The latter
suggests a zero-sum game. A company that wins in the supply chain means that somebody else must lose. In a way,
the supply chain shifts from a labor arbitrage game to a time arbitrage game.

» The drive for automation will inevitably gain momentum. Decision automation tools are available now (IoT,
analytics, AI/machine learning, and blockchain) and scale very well. Physical automation tools (self-driving trucks,
smart AGVs, and factory, warehouse, or service robots) don't scale quite as well and, in many cases, are still
aspirational rather than implementable.

» Shifting consumer preferences means that a majority of consumers are willing to pay more for sustainably
produced goods. This increases the need for tracking and transparency of products to prove safe handling and
product authenticity.

Benefits
The shift to a constrained supply chain environment means that traditional asset/labor arbitrage loses much of its appeal
and is replaced by capacity/speed arbitrage. Supply chains that are quicker to find alternatives will win against those that
are slower. This does not mean that cost is not important, but the prior luxury of negotiating for the lowest cost may
mean missing out completely in this new environment. Speed is the name of the game.
A supply chain platform that enables smarter workflows and intelligent automation allows the supply chain to operate as
a digitally enabled, thinking organization that can easily and comprehensively identify and anticipate disruptions and
either mitigate them ahead of time or react quickly when they happen. Even if an unexpected disruption occurs, the
organizational and technological tools in place allow the supply chain to react so rapidly that it will almost seem as if the
disruption was foreseen. The supply chain will have comprehensive visibility capabilities and the ability to be agile within
all parameters.
Advanced supply chain intelligence allows businesses to shape the market as leaders, easily taking advantage of new
opportunities and gaining share. Digital disruptions, and time to response, will be a competitive advantage because
businesses either will have taken the appropriate steps in anticipation of a disruption or will be poised to move swiftly
should an unanticipated event occur.
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Considering IBM
IBM offers the following technology and services for supply chain transformation:

» IBM Planning Analytics with Watson makes it easy to create and adjust supply chain plans as needed by leveraging
deep insights to understand what is driving demand and the business. It can help simplify the planning and
forecasting process across the entire enterprise to create supply chain plans that are smooth, synchronized,
responsive, and resilient.

» IBM Sterling Supply Chain Business Network is a trusted, cloud-based business network that enables organizations
to streamline connectivity with customers, suppliers, and trading partners across their supply chains by digitizing
and automating B2B transactions utilizing API/EDI technologies. Organizations can rapidly engage with more than
3 million preconnected trading partners exchanging billions of documents annually.
The network is designed to provide guaranteed uptime with a scalable, reliable, secure cloud network architecture.
Service-level agreements (SLAs) for throughput and issue response time provide confidence of 24 x 7 x 365
connectivity. Continuous modernization is built in with enhancements and regular updates that stay ahead of
marketplace needs while providing the latest cyberthreat protections. IBM's Premier version has an experienced
team that extends the skills and capabilities of an organization. A designated project executive serves as a single
point of contact proactively working to optimize business transactions.
Applications in the IBM Sterling Supply Chain Business Network include the following:
■ IBM Sterling Business Transaction Intelligence leverages AI and blockchain to make it easy to find out
where a specific order is in its life cycle. IT and business users, regardless of skill level, can explore
supply chain transaction data efficiently using natural language search. Anomaly detection is available
to reveal greater insights about potential problems so that organizations can get ahead of disruptions.
■ IBM Sterling Transaction Manager automates manual B2B transactions to save time and money by
reducing errors, cutting costs, and improving customer satisfaction by digitizing non-EDI B2B
transactions with suppliers, customers, and other trading partners.
■ IBM Sterling Catalog Manager is a digital product catalog with a unified content management and
distribution platform that provides complete control over product management, catalog data
syndication, and marketplace selling. This solution is secure and customizable to meet the needs of an
organization's trading partners, large or small, in any geography or industry.
■ IBM Sterling Document Conversion Services is a fax-to-EDI solution that converts faxes, emails, and
postal mail into an EDI or an XML format to eliminate paper-based transactions with a high level of
efficiency and accuracy. Document conversion helps detect errors and handles them more efficiently.
It can also help lower B2B costs and improve cycle times and supply chain visibility.
■ IBM Sterling e-Invoicing helps companies transform and optimize their international invoicing
processes to reduce the risk, cost, and complexity associated with cross-border tax-compliant
electronic invoicing by automating manual invoice processing, archiving, and auditing in accordance
with tax regulations for multiple countries.
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» IBM Supply Chain Intelligence Suite is an AI-based optimization and automation solution designed for
organizations struggling to solve supply chain disruptions through traditional transformation approaches. The suite
integrates data, systems, and organizations across the supply chain; leverages AI and analytics to find the
exceptions that matter; and enables best practices, action, and automation to fix problems fast. The applications in
the suite help improve supply chain resiliency, increase agility, and accelerate time to value through actionable
insights, smarter workflows, and intelligent automation:
■ IBM Supply Chain Control Tower, powered by AI, provides actionable visibility to orchestrate the
end-to-end supply chain network, identify and understand the impact of external events to predict
disruptions, and take actions based on recommendations to mitigate the upstream and downstream
effects. It allows enterprises to respond faster to changes, enable efficient collaboration, and drive
operational automation.
■ IBM Blockchain Transparent Supply enables creation of an immutable, distributed, and shared ledger
to transact with supply chain partners in a more trusted and efficient way.
■ Business Automation Workflow (BAW) on Cloud integrates the capabilities of business processes
into a repeatable, automatable workflow and unites information, process, and users to provide a
360-degree view of work.
■ IBM App Connect Professional on Cloud is a cloud-based systems integration platform that provides
tooling to configure, run, and manage application integration flows and offers a library of hundreds of
systems integration connectors including major ERP and third-party applications.

» IBM Sterling Order Management tracks orders from inception to delivery, manages processes and data
throughout the order life cycle, and offers real-time visibility into every order across all channels. Accurate,
up-to-the-minute inventory views and available-to-promise data help organizations maximize responsiveness and
keep more customer promises while reducing financial impacts of lost or nonproductive inventory. Embedded AI
enables smarter sourcing and fulfillment decisions at a low cost to serve.

» IBM Sterling Intelligent Promising combines inventory and capacity visibility with sophisticated fulfillment
decisions to help retailers maximize inventory productivity, make reliable and accurate order promises, and
optimize fulfillment decisions at scale.

» IBM Environmental Intelligence Suite is an AI-powered SaaS solution that helps business leaders plan for and respond to
critical weather and environmental conditions while better understanding and controlling their impact on the planet.

» Envizi, an IBM Business, offers a comprehensive software platform to drive sustainability performance
management — whether a company needs to consolidate data, streamline reporting, identify efficiency
opportunities, or inform business strategy.
Challenges
For all vendors, including IBM, building awareness and aligning needs around a wide array of offerings can be difficult in
what is becoming an increasingly crowded space. Ensuring that the right products align to meet customer requirements
will be critically important to enable quick time to value, which can facilitate organic growth of licensed products from within
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the organization. Further instilling confidence by addressing security risks (real or perceived) that exist for customers around
moving into the cloud is important to facilitate the broader implementation of automated workflow tools.
The extent to which data integrity/hygiene is addressed, by the organization
itself or as an output of these automation tools, will help ensure that derived
insights are properly contextualized within the business. The degree to which
automated processes can perform these functions in a sensible, impactful, and
meaningful way is critical to building confidence in and wider adoption of
supply chain tools.

Conclusion

In a resource-constrained
world, supply chains that
are quicker to find
alternatives will win against
those that are slower,
requiring supply chains to
think about cost in terms of
speed rather than speed in
terms of cost.

As organizations make the shift to thinking about supply chain cost in terms of
speed, the adoption of technology-enabled supply chain tools to facilitate
timely and accurate decisions is critical. Technology-enabled tools that increase
visibility, incorporate predictive/prescriptive capabilities, and streamline
organizational agility to address future disruption will be a key differentiator
between companies that win and companies that lose in this new, zero-sum supply chain world.

An increasingly resource-constrained world demands that organizations create efficiencies in how their businesses make
decisions and implement change. Labor shortages and talent gaps require automated and optimized decision making in
real time or near real time to create a digitally enabled, thinking organization responsive to the realities of supply chain
partners and the landscape in which their supply chain operates.
The speed by which supply chain decisions are made will be critical to compete in a world where capacity shortages,
demand volatility, and structural inflation are mere precursors to the challenges of tomorrow. Decision automation tools
(IoT, analytics, AI/machine learning, and blockchain) that can accommodate this evolution will empower organizations to
leverage deep insights from their supply chains to understand what is driving demand and how to satisfy it, creating a
competitive advantage by reducing time to decision.
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MESSAGE FROM THE SPONSOR
About IBM Supply Chain
A smarter business starts with a smarter supply chain. Built to be resilient, smarter supply chains adapt when facing
disruptions. They scale to meet new demand as customer needs change. They are more reliable and designed to build
trust between you and your customers. And they are sustainable. Whether it's new innovations, new opportunities, or
an evolving ecosystem, IBM's approach to supply chain management can help you respond today and prepare for the
future to deliver better business outcomes. IBM helps you strengthen resiliency, optimize operations, and reduce
inefficient, error-prone processes with intelligent workflows that integrate securely with your existing systems.
Together, we can automate decision-making where it makes sense and empower your people with real-time insights
and recommended actions to respond faster to an ever-changing world.
Learn how to act with speed and confidence to mitigate disruptions and build resilient supply chain solutions:
https://www.ibm.com/products/supply-chain-intelligence-suite
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