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Global Supply Chains 
Are In Jeopardy 
BY TONY NUZIO

The effects of the Coronavirus outbreak, (COVID-19), which 
were first thought to be a global pandemic, then were 

downplayed, principally by the Chi-
nese government, is in fact a global 
pandemic. And now COVID-19 is get-
ting incredible attention from gov-
ernments and businesses from over 
140 countries around the world.    

Supply Chain Managers and 
their “C” Level executives all over 

the world are working diligently trying to determine what 
can possibly be done to keep their supply chains flowing 
without major disruptions. To say the least, they are truly 
concerned.  

At this point, no one really knows where all of this is go-
ing to lead us. However, the one thing we do know is that 
we are in a very fluid situation right now and circumstanc-
es have been changing by the day. And as such, business-
es will be challenged to make some very hard and often 
quick decisions to ensure not only the safety of their em-
ployees, but also the survival of their supply chains.    

As with any business disruption challenge, there are 
combinations of problems as well as opportunities. And, 

how businesses react to these problems and opportuni-
ties during these business disruptions often makes the dif-
ference between success and total failure.
Supply Chain Challenges

The Coronavirus could turn out to be the “mother of all 
supply chain disruptions,” at least as far as we have seen 
in recent years. Global supply chains are already reeling 
from its effects, starting in China where it is reported that 
China now accounts for a third of the world’s GDP growth, 
up three percent from 2000.

Also, according to the World Bank, China accounted for 
one third of global trade in 2018. If there are extended fac-
tory shutdowns, and that could be a real possibility, there 
are estimates it would result in increased costs worldwide 
to the tune of over $1 trillion. That is a significant increase 
in costs for all companies doing business in China. The 
real question will be, how can these companies possibly 
absorb additional costs of that magnitude; is it even pos-
sible?

With that being said, here are some real challenging 
supply chain questions for businesses to answer today as 
it relates to the outbreak of the Coronavirus:
•	 How does a company make any plans not knowing 

how long factory closings will last?  
•	 What if the factories are shuttered for several months, 

what does a plan “B” look like; is there even a possibil-
ity of a plan B? 

•	 Can a company instantly shift production “on the dime” 
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to alternate suppliers for the products a company 
needs to keep its business running?

•	 What are the intrinsic costs and operational consider-
ations involved in such a change in suppliers?

•	 How will the current Coronavirus outbreak ultimately 
affect corporate profits?

•	 What can and what should a company do now to soften 
the blow corporate profits will obviously take?

Perhaps Some Good News–Lower Freight Rates
It is also obvious that we will see a downturn in ship-

ping rates as freight volumes decrease as a result of the 
spread of the Coronavirus. These freight volume decreas-
es have already started of course with a sharp reduction 

in freight movements from the Far East.  Already we are 
seeing significantly lower freight volumes from China, cre-
ating a drop in container demand to some estimates of 1.7 
TEU’s.

We are also seeing the Coronavirus playing havoc in 
Europe, so we’re fairly certain freight volumes will also be 

down on intra-Europe shipping, as well as exports from 
many European countries. There are thousands of empty 
cargo containers currently in the U.S. and the European 
Union that will at some point need to be returned to the 
Far East.

Both international and domestic freight sectors will be 
CONTINUED ON PAGE 34
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OHIO BLOW PIPE/ADVANCED AIRSYSTEMS
www.obpairsystems.com
For 85 years the Ohio Blow Pipe company and its whol-
ly owned subsidiary, Advanced Airsystems, have provided 
the corrugated and folding carton industries with systems 
and products to process scrap. We engineer, fabricate, in-
stall, service, provide system audits, and offer a wide range 
of scrap systems, dust collection systems and products to 
include cyclones, under roof AIR-SCREEN™ systems, pit 
belt systems, CLEANAIR dust collectors, Mist-Clone™ dust 
control systems for vacuum feeds, material handling fans, 
ductwork, switch valves, airveyors, balers, shredders and 
dust briquetters. 

OM PARTNERS
www.ompartners.com/corrugated 
OM Partners makes paper makers and packaging compa-
nies more profitable and more efficient by optimizing their 
operations. By utilizing mathematical solvers and advanced 
technology, corrugated producers remark that their corru-
gators and converting equipment run faster with less waste 
and higher on time delivery achievement within weeks after 
implementation. The OMP System consists of a comprehen-
sive and fully integrated set of modules for order promising, 
forecasting, capacity planning, stock management, corru-
gator optimization, production scheduling, transport plan-
ning and automatic data collection.

PAPER AND DUST PROS, INC.
www.paperanddustpros.com
We custom design, install and service air conveyed scrap 
and dust collection systems. Our unique APS® is smaller, 
lighter, and more reliable than current cyclones. Contact us 
to learn how the APS® System can enhance your operation.

PROFERO SYSTEMS, INC.
www.ProferoSystems.com
Profero Systems the leader in double facer heating and 
traction section conversions along with other performance 
enhancing products. Featuring products from Contact Bars 
and Compensating Rolls to New Glue Machines and Double 
Facers.

GF PUHL
www.gfpuhl.com
GF PUHL designs, manufactures and installs air conveyed 
scrap & dust collection systems for the packaging and cor-
rugated industries. With 36 years of experience, USA and 
International. Re-manufactured balers, filters, blowers and 
shredders available.
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impacted by the constant changing circumstances sur-
rounding the Coronavirus. We are already seeing a signifi-
cant drop in spot rates from Los Angeles and Long Beach 
due to these low freight flows from China. This will be a 
domino effect and other freight sectors will experience the 
same reductions.

The freight rate picture could change on an almost dai-
ly basis however we are certain the trend in freight rates 
will continue downward across the board. So, this may be 
an excellent time to restructure pricing with both interna-
tional and domestic freight carriers. The laws of supply 

and demand continually play a major role in freight rate 
structures. When you add in a global business disruption 
like the Coronavirus outbreak, it only exacerbates the sit-
uation.  

Taking advantage of any opportunity to reduce cor-
porate shipping expenses has a profound impact on cor-
porate bottom lines. As an example, a company with a 10 
percent margin of profit that reduces shipping expenses 
by $5 million will add $50,000,000 to the company’s bot-
tom line without selling a single additional product. And, 
the ability to reduce shipping expenses will go a long way 
in offsetting the additional costs companies will be experi-
encing by shifting suppliers, should that become an option 
for businesses.

So while the Coronavirus outbreak will create major 
challenges to businesses all over the world, it could also 
present an opportunity for companies to improve their 
shipping expenses. While that may not be enough to ab-
sorb the additional costs companies will endure by chang-
ing suppliers, it could go a long way towards leveling out 
the playing field.  

Tony Nuzio is Founder & CEO of ICC Logistics Services, 
Inc. Since the company’s founding in 1975, he and his team 
have been helping companies reduce shipping costs and 
optimize the spectrum of logistics spending. Tony is also 
the Publisher & Editor-in-Chief of Logistics Strategies, a 
popular monthly opt-in newsletter that reaches thousands 
around the world. Contact Tony at tnuzio@icclogistics.
com, call (516) 822-1183 or visit www.icclogistics.com.
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