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Example:  Dow Jones Industrial Average 

The world went through 4 stages of financial meltdown, 
erasing $33 trillion in equity value

This represents the sharpest drop since the 1930s

Phase 1
Subprime crisis 

becomes a 
credit crunch 

(Aug ’07)

Phase 2 
Investment banks 

feel the pain
(Mar ’08)

Phase 3
Bank consolidation & 

govt. intervention 
(Sep ’08)

Phase 4
Uncertainty Remains               

(Jan ’09 to date)

-October 2007 –
February 2009:
-From its high on 

10/9/07, the Dow has 
lost about 47%

Sources:  Dow Jones, Bloomberg, A.T. Kearney

-October 1928 –
October 1932: 

After the 39% crash of 
1929 the Dow slid further 
from its peak on 9/3/29 

and ended down 89% (it 
did not recover until 1954)
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Large-Scale Capacity AdjustmentsRapidly Changing Prices 

The financial crisis forced the chemical industry into times 
of unprecedented uncertainty and change
Landslide Changes in the Chemical Industry

• Price volatility across all key chemical value 
chains

• Regional differences in operating rates, driven by 
supply/demand balances

• Few exceptions that are countercyclical

• Significant capacity adjustment driven by plant 
closures and idling

• Freeze of ongoing construction and development 
projects

• Unclear restart timelines

Over 400 
announcements 

of plants 
closed / idled

Sources: ProPurchaser.com, ICIS, Bloomberg, news.google.com
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U-Shaped RecoveryL-Shaped Depression

There is considerable uncertainty about the post-crisis 
economy

2008 2010 2011

2

1

2008 2010 2011

1

2

3

2008 2010 2012

1
Strong bounce from 
stimulus followed by 
moderate growth 

2
Moderate bounce from 
stimulus followed by slow, 
sustained growth

3 Slow turnaround 
after the bottom

-shaped scenarios
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By monitoring a set of leading indicators, one can identify 
where the global economy is on the recovery curve

Lack of Coordinated 
International Economic 

Policy

Loss of wealth leads 
consumers to spend less

Climate of protectionism 
impacts world trade flows

Potential of 1970s style 
stagflation

Structural Problem Areas 
in  the Global Economy

Sample Macroeconomic Indicators

Employment in 
key markets, 

Trade regulations

Consumer 
Confidence

Official Reserves, 
and Balance of 

Payments Policy

Inflation/
Deflation

Quantitative

Supplier trends, 
FDI index

Changes in 
consumer 
behavior

Government 
action and summit 

agreements

Central Bank 
Surveys

Qualitative 

Source: A.T. Kearney

These indicators help inform near term supply chain decisions

+
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= High = Medium = Low

In addition to near term uncertainty, petrochemical supply 
chains should also take into account long term trends

Source: Global Business Policy Council, A.T. Kearney

Natural 
Resources 

& Environment

Globalization

Consumption 
Patterns

Demographics

Regulation & 
Activism

• Sustainability trends open up new market opportunities
• Greater urgency for product and process innovation

• Economic and political integration will continue – relocating 
customer industries and introducing new competitors

• Emergence of mass markets in developing countries will 
drive chemical sector growth 

• Diversity of consumer needs will increase complexity

• Aging in developed countries causing talent shortages, 
changes in labor force and a new consumer segment

• Shifting of technically capable resource pool towards 
developing countries

• Environmental pressure will intensify regulation 
(e.g. REACH, Waxman-Markey)

Importance of macro-trend drivers for petrochemical supply chains
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The near term recovery scenarios along with long term 
trends require four key supply chain capabilities
Supply chain capabilities in an uncertain environment

Network Design

Supply Chain Planning

Risk Management

Market Intelligence

Supply 
Chain

11 22

4433



8A.T. Kearney 7/09.2009/47096

Supply Intelligence

Robust AnalyticsDemand Intelligence

A robust market intelligence capability is key to making 
effective supply chain decisions during uncertainty

Market Intelligence

Automotive

Construction

…

2009

2015

Cumulative Capacity (millions MT)

C
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• Impact of end use 
market trends on 
chemical demand?

• Substitution trade 
offs?

• Impact of regulation?

Cost Curve Analysis

Product 
Lifecycle 
Analysis 

11

Near & Long 
Term Supply 
Implications?

http://images.google.com/imgres?imgurl=http://ec.europa.eu/enterprise/regulation/goods/images/cars.jpg&imgrefurl=http://ec.europa.eu/enterprise/regulation/goods/car_registration/index_en.htm&usg=__VX3P3AoxLDLheg7bpinRi5MdOVQ=&h=613&w=531&sz=90&hl=en&start=9&tbnid=65obEVh-V_P-BM:&tbnh=136&tbnw=118&prev=/images?q=cars&gbv=2&hl=en
http://images.google.com/imgres?imgurl=http://www.diamond.ac.uk/NR/rdonlyres/F3106D9B-2E80-4F97-A2B3-6F328B3E6C08/0/construction.jpg&imgrefurl=http://www.diamond.ac.uk/Media/KeyFacts&usg=__4t5HaWqO7qcMkYIpgANAGVgO1Pk=&h=652&w=521&sz=88&hl=en&start=1&tbnid=A_93fM-fOAmCFM:&tbnh=138&tbnw=110&prev=/images?q=construction&gbv=2&hl=en
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Order 
Management

Order 
Management

Network Modeling
•Location / Flow 
Optimization

Network Modeling
•Location / Flow 
Optimization

Service Levels
•Customer Clustering
•Cost-to-Serve 
Analysis

Service Levels
•Customer Clustering
•Cost-to-Serve 
Analysis

Logistics / 
Fulfillment
Logistics / 
FulfillmentPurchasingPurchasing

Elements and Time Horizon of Supply Chain Management

ProductionProduction

Supply Chain
Planning

Demand PlanningProduction
Planning

Inventory
Planning

Logistics Planning

Financial Planning

Make vs. Buy
•Value Chain Design 
and Optimization

Make vs. Buy
•Value Chain Design 
and Optimization

Strategic Planning
•Long term Objectives
•Portfolio Lifecycle 
Management

Strategic Planning
•Long term Objectives
•Portfolio Lifecycle 
Management

Annual Budget / 

Sales Plan

Scenarios

Supply Chain Planning typically involves five planning 
blocks with focus on different time horizons

Supply Chain Planning

22
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Demand Planning in UncertaintyDemand Planning in Normal Times

• Price volatility makes value forecasting 
more important

• Demand plan is primarily driven by 
expanded set of macro indicators 

• Scenarios reflect differences in macro 
projections and show bigger variation

• Volume and value based forecasting; 
focus can be on volumes

• Demand plan reconciles bottom-up sales 
forecasts and top-down market trends

• Scenarios comprise demand variations 
at the lower level of the demand plan

Demand plan accuracy can be improved using top 
down macro-trends and specific market insights

Expand Scope of Internal and External Inputs 

Supply Chain Planning

22
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Planning more frequently enables you to better 
respond to a changing environment

Supply Chain Planning

Increase Frequency of Planning Decisions and Shorten Planning Horizons

Reevaluate strategic 
parameters more often

•Review relevancy of 
standard service levels
•(Re-)Evaluate supply 
network planning setup
•Challenge existing make 
vs. buy decisions
•Involve strategic 
planners in tactical 
planning

Times of uncertainty require a shift of resources to more 
dynamic supply chain planning activities

Increase frequency and shorten time horizon to 
accommodate for rapid changes
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Scenarios
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Understanding both current and future customer 
service requirements is critical for effective supply 
chain design

Supply Chain Network

• What impact do the long term trends have on your target:
― Geographies
― End use markets
― Customer segments

• What factor (cost / lead time / reliability) is most important 
for each segment – both now and in the future?

• What are the implications to your business model?

• How many supply chains do you need to serve your 
customers effectively and efficiently?

• How are you positioned vis-à-vis competition?
• How do you design the network to better manage supply 

chain risk?

33

Customer 
Segments
Customer Customer 
SegmentsSegments

Service Level 
Requirements
Service Level Service Level 
RequirementsRequirements

Network 
Implications

Network Network 
ImplicationsImplications



13A.T. Kearney 7/09.2009/47096

Effective risk management across the supply chain 
requires disciplined prioritization and detailed planning  

Identify 
Enterprise Risks

Prioritize Individual 
Risks (e.g., Supply 

Continuity Disruption)

Prioritize Segment 
level Risks 

(e.g. specific category)

• Quantify risk exposure

• Evaluate alternative 
risk management 
actions

• Develop proactive and 
response plans

• Identify common 
causes

• Determine portfolio 
implications

• Implement proactive 
plans

• Test response plans

• Develop executive 
reporting

Monitor Transfer

Accept Avoid

Mitigate

Minimize

Respond

Risk
Management
Approaches

Risk Management

The risk management philosophy needs to be embedded into both near term 
and long term supply chain decisions

44

Characterization and 
Prioritization 

Characterization and 
Prioritization 

Segment Level 
Risk Planning

Segment Level 
Risk Planning

Implementation 
and Tracking

Implementation 
and Tracking
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In every crisis there is opportunity – position your supply 
chain to take full advantage of the current turmoil

Have you analyzed the impact of long term trends on your business? Do 
you monitor key macroeconomic variables?

Have you analyzed the impact of long term trends on your business? Do 
you monitor key macroeconomic variables?

Do you have a robust market intelligence and analytics capability?Do you have a robust market intelligence and analytics capability?

Do you use a top-down, value driven approach to demand planning?Do you use a top-down, value driven approach to demand planning?

Do you fully understand current and future customer service 
requirements?

Do you fully understand current and future customer service 
requirements?

Is the risk management mindset embedded across the entire 
organization?

Is the risk management mindset embedded across the entire 
organization?
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