Preparing for economic uncertainty:
Are your operations teams ready?
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It’s a universally acknowledged truth: The world will eventually experience another economic downturn. Equally as
obvious: Companies that are well prepared for economic turbulence will fare the best when storm clouds gather on
the horizon.
But knowing these truisms and doing something about them are two different matters. That’s why Russell Reynolds
Associates surveyed 534 senior executives—including 79 executives currently or previously responsible for
operations and supply chain functions—at companies around the globe and across industries. The survey uncovered
what’s at stake in a future economic downturn and what CEOs and boards can do to prepare.

A unique POV on timing—and risk
While there’s little consensus among senior operations and supply chain executives about the timing of the next
recession, only 3 percent believe an economic downturn is highly improbable in the next 18 months, while 97 percent
believe it is probable or even highly likely (see Exhibit 1). That certainty matches the sentiment of all of the executives
we surveyed, 96 percent of whom said a recession was probably or likely on the horizon.
Senior supply chain and operations leaders are more likely to think a downturn is on the horizon when compared to
all executives surveyed, and they are also more likely to believe this downturn will have a large negative impact on
their company’s performance. The increased complexities and interconnectedness in global supply chains bring more
potential failure points and higher levels of risk; even if a downturn does not impact the organization directly, it may
well impact the organization indirectly
through a link in the supply chain, which
is often not visible to those outside the
supply chain function.
Senior supply chain leaders may be
struggling to get this point across to the
rest of the C-suite, as only 47 percent of
supply chain and operations executives
said their CEO or board required them
to have a plan in place in case of a
downturn.
Yet the 2008 downturn showed that the
operations and supply chain and finance
functions were among the first to be
impacted when the economy soured.
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Exhibit 1. Senior operations and supply chain executives expect an economic downturn in the next 18 months.
In your opinion, how likely is an economic downturn in the next 18 months?
COO/CSCO 3%

44%
Highly improbable

33%
Somewhat probable

20%

Probable

Certain

How large of a negative impact would an economic downturn have
on your company’s performance?
COO/CSCO 4%

38%
No impact

38%
Somewhat
negative impact

20%

Moderate
negative impact

Significant
negative impact

Does your CEO require that you and your team develop detailed plans on how you will
respond to macroeconomic fluctuations, including an economic downturn?
COO/CSCO

47%

2%

Yes

I don’t know

51%

No

Source: RRA survey; n = 79

Given that, it’s also not surprising that senior operations and supply chain executives feel that they, together
with their CEO and divisional heads, represent the three most important functions when it comes to successfully
navigating through an economic downturn—even if that view is not necessarily shared by CEOs and boards (see
Exhibit 2).
The involvement of those senior supply chain and operations executives, working together with the CEO and
divisional heads, will be critical to developing a plan and managing risk in the organization’s supply chain to prepare
for a downturn.
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Exhibit 2. Operations and supply chain heads rated themselves, CEOs, and divisional and business heads as the
most important functions to successfully navigate an economic downturn.

Looking across the entire organization, rank the three most important functions
needed to successfully navigate through an economic downturn
Chief
Executive Officer

Chief Operations and
Supply Chain Officer

Chief Financial
Officer

Solid team foundations, but preparedness varies
When senior supply chain executives are making an argument for greater involvement, they’ll likely be asked how
prepared they are to take on a bigger role in the response.
Many have some work to do. Our survey revealed that only 8 percent of senior operations and supply chain
executives feel they are personally well prepared to navigate through a downturn, and only 5 percent feel their team is
well prepared (see Exhibit 3).
Yet when asked if they have the right team in place, 62 percent feel somewhat confident or very confident with their
team, which may indicate that they have the right people in place but haven’t yet taken any steps to prepare.
The importance of preparing has taken on growing importance in supply chain strategy.
“Risk management and having the right talent in place are the next most important topics in supply chain
development,” the chief supply chain officer of a leading retail company told Russell Reynolds Associates.
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Exhibit 3. Senior operations and supply chain executives don’t feel prepared for a downturn yet, but they are
confident they have the right team in place.

How prepared are you personally to respond to an economic downturn?
COO/CSCO 1%

21%

70%

Unprepared

Poorly prepared

8%

Somewhat prepared

Well prepared

How prepared is your team to respond to an economic downturn?
COO/CSCO 3%

38%

54%

Unprepared

Poorly prepared

Somewhat prepared

5%
Well prepared

How confident are you that you have the right team, i.e., direct reports, in place to help
you successfully navigate through an economic downturn?
COO/CSCO 6%

32%
Not confident

48%
Slightly confident

Somewhat confident

14%
Very confident

Source: RRA survey; n = 79

Senior support
Previous recessions show the importance of early preparation. Research in the Harvard Business Review showed that
companies that have successfully weathered previous economic storms took three key steps:
ɳɳ They acted early. Leaders may understandably be reluctant to take major actions until they see clear evidence
that they are affected by economic headwinds. However, companies that proactively recognized the threat by
discussing the possibility of a downturn were more likely to emerge as winners.
ɳɳ They took a long-term perspective. Of course, leaders must attend to short-term issues during a downturn to
make sure their business remains solvent. But substantial competitive opportunities await the leaders who can
also keep one eye on the bigger picture.
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ɳɳ They focused on growth, not just cost-cutting. Companies need a balanced approach to performance, not only
by pursuing efficiencies and improving profit margins, but also by driving revenue growth.
According to BCG, these quick-acting, forward-looking, growth-minded companies were rewarded financially for their
foresight—even during a recession. BCG showed that, over the last four US recessions, 14 percent of companies
managed to improve their sales growth and EBIT margin, while 44 percent of companies saw their EBIT margin
decline and their sales growth fall. These top performers experienced revenue growth that was 14 percentage points
higher than their less successful counterparts.
The need for advanced planning is clear, but how should CEOs and boards get started? We recommend four critical
actions:
ɳɳ Develop a plan with the COO. Operations executives must understand where potential weaknesses are in their
supply chain and develop plans for their teams to follow during a crisis.
ɳɳ Benefit from the unique position of the COO. COOs need to demonstrate the benefits of their unique point of
view to the larger organization so that these operational plans get the C-suite support they need.
ɳɳ Identify gaps in the team. A downturn will require talent that is comfortable with uncertainty and empowered to
act nimbly and quickly.
ɳɳ Address gaps with effective talent strategies, culture and leadership. Stress-test team capabilities to respond
and execute plans, develop talent where needed and work toward the right culture for the team.
Weathering an economic downturn won’t be easy, but companies that take steps to prepare now will find themselves
on drier ground when the storm hits. Supply chain and operations functions will be some of the hardest hit, so CEOs
and boards should start engaging them now to develop a response plan, tap their unique expertise and cultivate the
right team and culture.
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Russell Reynolds Associates is a global leadership advisory and search firm. Our 425+ consultants in 46 offices work
with public, private and nonprofit organizations across all industries and regions. We help our clients build teams
of transformational leaders who can meet today’s challenges and anticipate the digital, economic and political
trends that are reshaping the global business environment. From helping boards with their structure, culture and
effectiveness to identifying, assessing and defining the best leadership for organizations, our teams bring their
decades of expertise to help clients address their most complex leadership issues. www.russellreynolds.com
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