The Supply Chain
Crisis - 16 Reasons
How We Got Here
You might have heard about, and even experienced, how we
are running out of things. From electronics and appliances to
ofﬁce furniture and gym equipment, there seems to be a
serious shortage of goods. So how did we get here?

By the 1970s, the U.S. had
outsourced the production
of several goods to Asian
countries such as China as
well as Mexico & Canada.

The Outsourcing of
Production

+
Lean Manufacturing
Problems

In the 1970s, many companies
adopted the concept of lean
manufacturing. They
drastically cut stock levels
without accounting for
demand surge or breaks in
supply chain.

+
The U.S.-China
Trade War
In 2019, China and the U.S
imposed heavy tariffs on
each other. This led to a
shortage of critical
components in the States.

+
Effects of the
Pandemic
The shutdown of factories due to
Covid-19 led to a drop in
production. Many employees were
laid off & hence spending
decreased. Shipping companies cut
down on schedule as they
anticipated a drop in demand.

+
China Exports
PPE kits
In early 2020, China was exporting
PPE (personal protection
equipment) kits to all countries in
the world, even to the ones it didn't
have trade relations.

+
Ships carrying PPE kits from China lay
empty at the destination countries as
they didn't have goods to send back to
China. This shortage of shipping
containers led to increase in
shipping costs.

The Shipping
Container Shortage

+
Surge in
Demand
At the same time, demand for
electronics, gym equipment, furniture
& appliances went up in the U.S. as
government took recovery measures
and gave out stimulus checks.

+
The Suez
Canal Fiasco

Ever Given, one of the largest container
ships in the world, got stuck in the Suez Canal
on March 23, 2021 resulting in a 6-day global delay in the
movement of more than hundreds of container ships.

+
The Shipping
Container Problem
China ﬁnally got enough ships to export
goods. At the same time, the number of
ships travelling to & anchored at the U.S.
ports increased drastically.

+
Congestion at
the U.S. Ports

The Suez Canal ﬁasco & the shipping problem
piled up to form a logjam of container ships
on the U.S. West Coast ports. Ships had to
wait in queues of upto 100 vessels or more for
3 weeks on average to be unloaded.

+
The Labor Shortage

Due to ageing demographics, difﬁculties
in recruiting & retaining the workforce,
age restrictions, pay issues and Covid-19
mandates, there are not enough dock
workers to unload cargo ships nor truck
drivers to transport goods.

+
The Talent
Shortage
Retirement of personnel in key positions, the
requirement for changing skillset among new
recruits, outdated hiring process and costcutting measures have all resulted in a
shortage of supply chain pros needed to
manage supply chain disruptions.

+
Shortage of Chassis

There is a shortage of chassis - trucking
trailers used to ferry containers from
dockside terminals – at the U.S. West
Coastports. This problem has been
exacerbated by the heavy inﬂux of imports.

+
Natural Disasters

Supply chain issues were further worsened
by natural disasters (wildﬁres in California,
hurricanes in Atlantic, etc) occurring all
over the world. In 2020, 22 such events
resulted in $96 billion in damages.

Growing Problems
in China

Since September 2021, China has
been facing power crunch issues
resulting in a production cut despite
growing demand.

+
The RussiaUkraine War
On February 24, 2022, Russia invaded Ukraine,
inciting a war between both countries. The
war is adding to the strains on an already
battered global supply chain. The ﬁghting has
shut down factories, blocked transportation,
caused shortages of food, natural gas and
essential metals around the world and
resulted in a steep increase in inﬂation.

When will the supply chain crisis end?

Although port congestion is easing and the scarcity of goods seemed to be
resolving at the start of 2022, supply chain issues are far from over. Especially as
the latest turn of events has sent fuel prices skyrocketing and caused a
shutdown of major shipping routes. If experts are to be believed, these issues will
take months, or even years to resolve.

How can supply chain issues be ﬁxed?
It's a long road to recovery for the global supply chain. And ﬁxing one link of the
chain alone is not going to be enough as the supply chain is a quagmire of
complexities. However, there are certain steps we can take to mitigate the level
of disruption.

Accounting for additional
buffer inventory

Shifting to onshoring
and/or nearshoring

Managing labor shortage
with technology

Increasing visibility
across the chain

Building redundancy in
supply chain strategy

No one can predict when the supply chain issues will end, however we can do
everything in our power to ensure we make it as resilient as possible.
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