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Introduction

The supply chain industry is at a crossroads. Rapid technological innovation driven by growing
sustainability concerns, evolving regulatory landscapes, and a more educated and demanding
consumer base, is forcing companies to transform their processes or be left behind.

The State of Supply Chain report aims to provide a comprehensive overview of these dynamics,
offering insights into the trends, challenges, and opportunities shaping this space. Drawing on
survey responses and expert interviews from across industries, our analysis spans across multiple
facets, including technology'’s role in enhancing transparency and efficiency, the growing importance
of sustainable practices, the influence of regulatory changes, and the financial dynamics affecting
supply chains globally. By exploring these dimensions, we strive to equip industry professionals,
executives, and stakeholders with key insights to effectively navigate the evolving landscape of
supply chain management.
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Methodology

This section outlines the methodology employed to gather and analyze the data for our State of Supply

Chain report, providing a comprehensive overview of the processes involved in conducting the survey
and securing the interviews.

Survey Distribution and Response

The survey was distributed to an extensive contact list encompassing a wide range of professionals
throughout the supply chain industry. This list included experts, professors, on-the-field personnel,
executives, and workers, ensuring a diverse set of perspectives. In addition to our direct contacts, the
survey was also made available online, supported by advertisements aimed at engaging respondents
outside our immediate network. No incentives were offered for participation, which underscores the
voluntary nature of the survey and the genuine interest and expertise of the respondents.

Participant Distribution

The survey received 144 responses, providing insights across various segments and industries within
the supply chain sector.

The distribution of respondents by industry The breakdown by type of organization
is as follows (expressed in percentages to further details the diversity of
provide a clearer overview): our respondents:

2%

1%
6%
44%
12%
. Apparel & Footwear Multi-Category Retail . Brand Factory
. Food & Beverage Outdoor & Sports ‘ Retailer Other
Home & Furniture Other Supplier
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Interview Process

In addition to the survey, we invited respondents who expressed interest in further participation to join
in-depth interviews. This approach ensured that our selection of participants, who are involved in
various capacities within the supply chain industry, was inclusive and driven by their willingness to
contribute insights. The interviews were structured consistently across all participants, with a set of
questions designed to delve into their perspectives on the challenges, innovations, and trends shaping
the supply chain sector.

Notes and quotes from the interviews were leveraged within the report and attributed to the interviewee
with their permission. Some interviewees requested to remain anonymous, which is reflected in the
attribution of their content within the report as well.

Data Analysis

The data collected from the survey and interviews were analyzed to ensure a comprehensive
understanding of the current state and future trends of the supply chain industry. The analysis included
quantitative evaluation of the survey results and qualitative assessment of the insights provided during
the interviews. This dual approach allowed us to present a balanced view, combining statistical data with
expert opinions and real-world examples.

Report Author

Tomas Bayas Erazo
Lead Researcher, Analyst & Author

Tomas holds a B.S. in economics and a B.A. in literature from

Pennsylvania State University. As part of Inspectorio’s Product
Marketing team, Tomas leads all market and industry research
and analysis projects. Through his analytical expertise, Tomas

provides strategic insights to guide product development,
marketing outreach, and customer support for leading global
brands, retailers, and their suppliers.
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Executive Summary

As the economic and regulatory landscapes have changed, so too much have the ways companies
must adapt to succeed in these new environments. Specifically, we see companies understanding the
importance of modern technologies in solving problems of scale and engagement in the supply chain,
and yet there remain barriers to full adoption of these solutions - whether due to a lack of compelling

vendors or questions about the security of some tools like Al.

Consumer expectations and regulatory changes continue to drive action
in the supply chain, leading to the maintenance or increase in supply chain
team budgets to meet these new and growing requirements.

Some key insights and trends from the report include:

Artificial intelligence is driving improvements supply chain efficiency:
82% of survey respondents indicate that technological advancements
will have a significant impact on the supply chain over the next five years.
Specifically, innovations in artificial intelligence (Al) and machine learning
(ML) have led to notable advancements in quality assurance, predictive
analytics, and operational efficiency, supporting improved decision-
making and transparency.

Innovative technologies set to disrupt sustainability practices:

Only 25% of respondents currently view sustainability as a pivotal area
for future innovation, indicating that recent technological advancements
in this area have not yet penetrated the broader industry. This suggests
a landscape still dominated by traditional practices, with significant
potential for disruption as these technologies mature. Brands and

“Technology offers
innovative solutions
like Al that can
analyze trends in
mass tranches of
data, or supply chain
mapping abilities,
enabling exception-
based management
and risk identification
throughout the entire
value chain.”

Avedis Seferian,
President & CEO at WRAP

retailers, as early adopters, are leveraging technology to enhance consumer engagement and improve
product traceability. This is not only a reflection of their consumer-centric approach but also highlights
their role in setting trends that could redefine industry standards. Conversely, factories and suppliers
are concentrating on integrating Al and automation to enhance operational efficiencies. This divergence
in focus underscores the different strategic priorities each segment adopts in their innovation efforts,
with technology acting as a catalyst for a forthcoming shift towards more widespread

sustainable practices.

Risks are managed through supplier diversification supported by technology: Risk management,
compliance pressures, and budget constraints are the primary challenges facing the industry. The
diversification of supplier bases not only addresses compliance pressures and budget constraints
but also acts as a pivotal strategy for risk mitigation within the supply chain. Leveraging technological
solutions to enhance transparency can lead to more robust risk management practices. This strategic
use of technology and diversification are essential in navigating the complexities of modern supply
chains, allowing businesses to better respond to unpredictable challenges while maintaining high

standards of quality and operational scalability.
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Consumer expectations not matched by their behaviors: Consumer

“While consumers demand for transparency and ethical standards influences supply chain
increasingly value strategies, but only to an extent. Only 14% of respondents see
sustainability economic consumer behavior as a significant trend, partly due to most

consumers being unwilling, or unable, to pay premium rates for
responsibly sourced goods. However, regulatory initiatives like the
European Digital Passport will play a crucial role in bridging the gap
between consumer expectations and corporate action. By aligning with
such regulations, companies not only adhere to legal standards but
also actively enhance consumer trust and satisfaction, thereby using

pressures and a lack of
clear, independent
information often lead
them to prioritize
immediate value. This

discrepancy highlights the regulatory compliance as a strategic tool to meet and exceed

need for initiatives like the consumer expectations which, over time, will become more significant
European Digital Passport as spending power increases.

to provide clarity and align

consumer expectations Compliance budgets driven by increasing regulatory requirements:

93% of respondents indicate that compliance budgets have remained
the same or increased over the past two years. Specifically, 60%
reported an increase in their compliance budgets, while 33% stated
that their budgets have remained the same. This trend underscores the
growing importance of compliance functions, driven primarily by
escalating regulatory requirements. Interviews reveal that the
increasing number of regulatory mandates necessitates larger teams
and greater financial resources to manage compliance effectively.
Strategic financial planning is crucial, along with balancing investments
in compliance and technology, to manage these pressures and support
organizational growth.

with corporate practices,
enhancing trust and
gradually influencing more
sustainable choices.”

Senior ESG Executive

Companies adapt supply chain and compliance strategies to

regulatory changes: 65% of respondents rate recent regulatory “As regulatory demands
changes as significant, affecting both operational and compliance grow, so must our budget
strategies. Integrating compliance functions into supply chain allocations. We're seeing a
management will be a crucial response to these changes, enabling necessary increase in

the operationalization of compliance without expanding teams or cost. resources dedicated to

In summary, the State of Supply Chain report encapsulates the compliance and data
industry’s transformation, highlighting technological innovations, management, which is
sustainable practices, and strategic adjustments shaping supply critical for adapting to

chain management. The report’s insights aim to guide professionals, these evolving challenges.”
executives, and stakeholders in navigating the evolving landscape e G, B e Ves Pt
effectively, balancing operational needs with compliance pressures Supply Chain at Carter's

and industry trends.
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Results & Analysis

Section 1
Technology’s Role in the Supply Chain

Regardless of the operation, technology is a vital component to successful supply chain management.
In this section, we analyze how technological advancements are transforming supply chain operations,
including their impact on efficiency, transparency, and quality control, and identify opportunities for
future innovation.

Key Questions:

1. Onascale of 1to 5, where 1indicates no impact and 5 indicates a very high impact,
what impact do you think technology will have on the supply chain in the next five years?

2. What is a significant technological advancement in quality assurance you have
observed recently?

3. Is Alintegrated into your supply chain processes? If yes, what objective does it primarily
address? If not, why not?

4. What area do you see as the next big opportunity for innovation in the supply chain?

What We've Learned

Technology is predicted to have a growing impact on supply chains: 82% of respondents predict that
technological advancements will have a high impact on the supply chain over the next five years, with an
average response of 4.15 out of 5. Beyond the digitization of data and processes, these innovations
include technologies like predictive engines, which can help companies optimize resource acquisition
strategies by mitigating risks associated with geopolitical and economic factors.

Al adoption linked to higher technology impact ratings: Companies utilizing Al tools in their supply
chains consistently rate the impact of technology more highly. This correlation not only underscores the
substantial influence of Al on their current operations but also highlights these companies as leaders in
technological innovation within the industry. The trend serves as a strong indicator that firms embracing
Al are not just adapting to but are actively shaping the future of supply chain management, setting the
pace for technological evolution across the sector.
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Al and ML are key drivers of quality performance improvement:

Significant technological advancements in quality assurance have been observed, particularly in Al and
ML. These technologies contribute to predictive analytics, defect detection, and process optimization,
enabling businesses to improve operational efficiency and reduce quality control issues.

Digitization enhances data collection and knowledge sharing in supply

chains: A manufacturing executive highlighted how digitization in “By incorporating
production processes has streamlined objective data gathering, providing predictive data, we
better knowledge of all parties involved in the supply chain. This aligns with can better understand
survey findings, where senior management and executives give higher potential geopolitical
ratings, reflecting technology’s strategic priority in shaping supply chain risks, such as in
operations. Mid-level managers and operational staff, although giving Bangladesh where
lower ratings on average, still see technology as a tool for process 40% of our production
improvement and efficiency. occurs. Al can offer

insight into high-risk

Low Al adoption an opportunity for technology vendors: . /
indexes, allowing us to

76% of respondents indicate that Al is not integrated into their supply

chains, with 47% citing a lack of Al-powered tools as the primary barrier, con_sider alternative
highlighting a significant gap in the market for industry-specific options and
Al solutions. mitigate delays-

Restrictive IT policies and preparedness impacting Al adoption: Quality Director

Of the 76% of respondents who have not integrated Al into their supply

chain management programs, 22% list restrictive IT policies as the main

blocker to Al adoption. In this context, an executive noted the integration of more advanced

Al solutions might be slower than anticipated. He emphasized that while the potential for substantial
improvements in operational efficiency and transparency is significant, the industry must undertake
more comprehensive preparation before these advanced technologies can be fully leveraged.

This suggests a more measured approach to adopting Al, underscoring the need for strategic
planning in technology adoption.

Al integration focuses on process optimization and risk management: For 24% of respondents with Al
integrated into their supply chains, the primary objectives are process enhancements, optimization, and
risk and data analysis. This demonstrates Al’s role in streamlining operations, automating routine tasks,
and providing data-driven insights for decision-making.

What It Means

Technological advancements, particularly Al, blockchain, and internet of things (IoT),
serve as catalysts for integrating sustainable practices into supply chain strategies. These

technologies enhance transparency, traceability, and operational efficiency, allowing for
predictive analytics to anticipate disruptions and strategic planning to navigate challenges
effectively. This balance between innovation and compliance supports resilient supply chain
strategies, managing legislative pressures and regulatory adherence.
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QUESTION

On a scale of 1to 5, where 1indicates no
impact and 5 indicates a very high impact,
what impact do you think technology will
have on the supply chain in the next

five years?

QUESTION
What is a significant technological advancement in quality assurance you have observed recently?

Digital and IT Solutions

Automation and Robotics

Data Analysis and Reporting

[}
2
S
jo2d
i
8 Traceability and Tracking
Sustainability and Compliance
Integration and Connectivity
(0] 5 10 15 20 25 30 35 40
Percentage of Responses (%)
QUESTION @ No
Is Al (Artificial Intelligence) integrated Yes

into your supply chain processes?
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QUESTION
If Al is integrated into your supply chain processes, what is its key objective?

Efficiency and Automation

Data Analysis and Decision Making

Customer Focus

2 Quality and Control
5
g
g Technology and Innovation
Traceability and Monitoring
Process Improvement
Sustainability
QUESTION

If Alis not integrated
into your supply chain
processes, why not?

QUESTION

What area do you see as
the next big opportunity for
innovation in the supply chain?

10

Percentage of Responses (%)

. IT policy (security/privacy risks)

Do not have Al-powered tools

Lack of compelling Al tools in the market

@ Do not see the value of Al

Categories

Al and Automation & Technological Integration

Sustainability and Eco-Innovation

Supply Chain Logistics

Global Operations

E-commerce and Market Development

Material Management

Transparency and Traceability

Consumer and Market Trends

28

61

5 10 15 20 25 30

Percentage of Responses (%)
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Section 2:

Sustainability and Innovation

Sustainability is a top priority for regulators and companies alike, as reflected in the strategic plans of
the largest companies across multiple industries. In this section we examine the growing focus on
sustainability and its implications for the supply chain industry, including opportunities for innovation

and the integration of sustainable practices into supply chain strategies.

Key Questions:

1. What area do you see as the next big opportunity for innovation in the supply chain?

2. How have budgets for compliance changed over the last two years?

3. What are the biggest challenges you currently face in supply chain management?

What We've Learned

The rising focus on sustainability is driving innovation:

Survey findings indicate that 25% of respondents view sustainability

as a key area for future innovation, emphasizing the need to incorporate
sustainable practices into supply chain operations. This includes eco-
friendly packaging, reducing carbon footprints, and adopting circular
economy principles. A sourcing executive noted that incorporating
sustainability into decision-making has become essential, shifting

from an afterthought to a primary function.

QUESTION

How have budgets for
compliance changed over
the last two years?

1

@ Number that increased
Number that decreased

Number that remained the same

“We are developing new
fabric styles to cater to
customer demands,
which in turn supports
sustainable practices
and introduces new
opportunities for
innovation in supply
chain operations.”

Alex, Jiangyin Rongfei
Apparel Co. Ltd

State of Supply Chain Report 2024
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Companies want standardized sustainability metrics: A portion of survey respondents highlighted the
absence of robust, universally accepted KPIs to effectively measure sustainability. This concern echoes
the need for comprehensive metrics that encompass sustainable development, eco-friendly practices,
and adherence to environmental standards. Interviewees emphasized the opportunity for innovation in
creating specific social and environmental KPIs, underscoring the survey’s findings on the urgency for
standardized measures.

Companies investing in strong sustainability performance: Survey data indicates a significant
correlation between the emphasis on sustainability and the allocation of compliance budgets within
organizations. This trend suggests that as companies increasingly prioritize environmental and social
standards, there is a parallel increase in the resources allocated to ensure compliance, highlighting a
strategic focus on sustainable innovation alongside regulatory adherence.

“The push towards
sustainable practices is not
just about eco-friendliness
but also about complying
with stringent global
standards. This requires
significant investment in
technology and expertise,
particularly in areas like
material management, to
ensure products meet both
consumer expectations and
regulatory requirements.”

Sheng Lu,
Professor at University of Delaware

State of Supply Chain Report 2024
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Section 3:
Challenges and Risk Mitigation

in Supply Chain Management

As supply chains have become more global, so too has the volume of risks increased. In this section, we
identify key challenges facing the supply chain industry and explore strategies for mitigating risks and

ensuring operational resilience.

Key Questions:

1. What are the biggest challenges you currently face in supply chain management?

2. What is your primary strategy for mitigating supply chain risks?

3. How effectively does your company identify and mitigate supply chain risks?

4. What major global trend do you believe is most significantly impacting

the supply chain industry today?

What We've Learned

Executives see risk management and supply chain resilience as key
challenges: Considering recent global events, executives emphasized the
critical importance of robust business continuity planning. The challenges
posed by the COVID-19 pandemic, geopolitical unrest, and climate changes
have starkly demonstrated the need for a flexible and diversified supply
chain strategy. This perspective aligns with survey findings that identify
regulatory and compliance pressures, risk management, and budget
constraints as the foremost challenges. Notably, 40% of respondents
consider risk management and supply chain resilience as their primary
concern, followed by 37% focusing on regulatory and compliance
pressures, and 32% citing budget constraints. A sourcing executive also
noted that supply chain security is increasingly at risk due to geopolitical
and economic factors, underscoring the importance of strategies that
address these varied risks.

¢ Manufacturing: Risk management and supply chain resilience are
key challenges for the manufacturing sector, emphasizing the need
for robust operational structures.

¢ Retail: Budget constraints are noted as a significant challenge in the
retail industry, reflecting market pressures and financial limitations.

“Business continuity
planning has never been
more critical. The recent
global events have
shown that having a
versatile and non-
overdependent supply
chain isn’t just
beneficial; it's essential
for survival.”

Karen Smith, Executive Vice President,
Supply Chain at Carter’s
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“One of the biggest
challenges is
maintaining visibility
over our production
processes while working
with outdated systems,
necessitating strategies
that enhance
transparency

and traceability”

Quality Director

Diversification and technological integration are core risk mitigation strategies:
Survey insights indicate that diversifying supplier bases, fostering close
partnerships, and enhancing transparency through technological solutions such
as Al, blockchain, and loT are effective strategies for managing supplier
relationships and reducing vulnerabilities. These methods ensure operational
resilience, receiving an average effectiveness rating of 3.6 out of 5. This suggests
there is room for improvement, particularly in operational strategies and
technological integration. Supporting this, executives from a sourcing
organization emphasized the importance of these risk mitigation strategies,
particularly the role of technological integration in enhancing supply chain
transparency and resilience.

Companies seek balance between quality and scalability of production:

In scaling production while maintaining quality, respondents emphasize the
need for solutions that enhance scalability without compromising adaptability.
Collaboration with suppliers, data-driven decision-making, and robust supply
chain transparency provide opportunities to enhance production scaling and
quality management.

Environmental and technological trends are reshaping supply chains: 44% of
respondents see environmental concerns and sustainability initiatives as the most
significant trend impacting supply chains, followed by 32% of respondents that
highlighted technology advancements (Al, blockchain, automation, digitization).
This indicates a focus on balancing sustainable practices with technological
advancements, shaping both operational and strategic decisions.

“Diversification in the
supply chain is not just a
strategy but a necessity
in today’s volatile market.
The risks associated with
over-reliance on single
markets like China are too
great. Hence, exploring
emerging markets and
diversifying sources
becomes crucial for
resilience

and sustainability.”

Sheng Lu,
Professor at University of Delaware
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New compliance requirements are adding complexity to supply
chain strategies: Executives emphasized the impact of new
legislation, such as the Uyghur Forced Labor Prevention Act (UFLPA),
which affects supply chain management by mandating adherence to
new regulations. This adds complexity to sourcing strategies,
particularly regarding specific materials and countries, necessitating
compliance initiatives and strategic adjustments.

QUESTION

What are the biggest challenges
you currently face in supply
chain management?

“The UFLPA has a significant
impact by focusing intense
attention on the prohibition
of importing goods produced
with forced labor, while
CSDDD'’s expansiveness
introduces a comprehensive
framework for due diligence.
This necessitates strategies
for managing compliance
pressures effectively.”

Avedis Seferian,
President & CEO at WRAP

Risk Management and
Supply Chain Resilience 58

60
54
50
47
40
39
35

30
20
10
0

Scaling and Flexibility Technology

Regulatory and Compliance Pressures . Process Inefficiencies

Budget Constraints . Risk Management and Supply Chain Resilience

Other
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QUESTION
What is your primary strategy for mitigating supply chain risks?

Diversification and Supplier Management

Quality and Monitoring

_6 Operational Efficiency and Planning
>
g

8 Compliance and Standards

Technology and Innovation

Environmental and Social Responsibility

0% 5% 10% 15% 20% 25% 30%
Percentage of Responses (%)
QUESTION

How effectively does your company identify and mitigate supply chain risks?

70

60

50

3.92 -

Average Rating %

20
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Section 4:

Market Dynamics and Consumer Trends

What's happening in global markets, and how consumers want to engage with most markets, help
shape the way company’s manage their supply chains. In this section we analyze how market trends and
consumer behaviors influence supply chain strategies, including the need for transparency, ethical

standards, and reliable information sources.

Key Questions:

1. What major global trend do you believe is most significantly impacting the supply chain

industry today?

2. How effectively does your company identify and mitigate supply chain risks?

What We've Learned

Consumer behavior has measured impact on supply chain trends:
Survey findings indicate that only 14% of respondents see consumer
behavior and demand patterns as a significant trend, but this
includes a nuanced view of consumer influence. Consumers are
often reactive rather than proactive, showing strong responses to
negative practices but less consistent support for positive changes.
A regulatory executive echoes this sentiment, noting that surveys
indicate consumers are willing to pay more for ethically sourced
products, but actual consumer spending does not always align with
these stated preferences.

Consumers expect transparency: Survey findings reveal a strong
consumer demand for transparency within the supply chain. This has
led to proposals for systems like a European Digital Passport, which
could provide reliable, independently validated information about
product origins and ethical standards. Such technologies are
positioned to bridge the gap between consumer intentions and
actual actions, offering clear and accessible data. However,

despite this demand, there are concerns about the actual value of
implementing such systems, as consumer spending often does not
align with their stated preferences for transparency and ethical
practices. Executives acknowledge that empowering consumers in
this way is crucial for aligning product strategies with increased
transparency demands, but the real-world impact on purchasing
behavior remains uncertain.

“Consumers are better at
punishing behavior that is
bad than they are at
rewarding one that is good.
Furthermore, they usually
have short memories and
over time forget boycotts and
return to normal behavior.
These tendencies highlight
the need for business
incentives and independent
information to drive
meaningful change.”

Avedis Seferian,
President & CEO at WRAP

State of Supply Chain Report 2024
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Consumers lack true knowledge on sustainability and ethical best
“While consumers practices: The survey highlights a gap in consumer knowledge
vocally support about differentiating good, better, and best practices in sustainability
sustainabi"ty, their and ethics. The introduction of standardized information sources
purchasing behavior and independent audits is increasingly seen as essential to provide
often tells a different clear insights. This aligns with new systems like the European Digital

Passport, which can play a pivotal role in informing consumers and
shaping their purchasing decisions. However, multiple executives
have noted that consumers are unwilling to compromise on
. performance and quality for the sake of sustainability. This
actual actions, . : :

q . h q underscores the importance of these tools not only in enhancing
underscoring the nee consumer understanding and trust but also in ensuring that

for systems that sustainable practices do not detract from product quality
enhance transparency and performance_

and trust.”

story. Thereis a
significant gap between
stated intentions and

Karen Smith, Executive Vice President,
Supply Chain at Carter’s

What It Means

While there is strong consumer demand for transparency and ethical practices, the actual
impact on supply chain strategies is tempered by limited consumer spending on ethically
sourced goods. This dynamic necessitates a critical balance for companies: they need to
address consumer expectations to maintain a positive market perception, yet they must also
prioritize operational efficiency and cost-effectiveness.

Technologies like the European Digital Passport are vital in narrowing this gap by providing
validated information that aligns consumer intentions with their purchasing behaviors. Despite
the limited direct economic influence of consumer demands, stringent regulatory pressures
ensure high compliance standards, compelling companies to adapt their supply chain
strategies to meet these standards while maintaining competitive advantage. Further
enhancing this strategic balance, advancements in Al technology allow companies to meet all
these requirements and expectations without having to increase their prices.

This technological leverage not only keeps the costs of scaling up ethical, sustainable, and
responsible production low but also offers companies a significant competitive advantage at
the price point where consumers are still willing to spend. Strategically balancing consumer
expectations with practical corporate actions, facilitated by technological innovations and
regulatory frameworks, effectively manages the complexities of modern supply chains.
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QUESTION

What major global trend do you believe is
most significantly impacting the supply
chain industry today?

Consumer Behavior 20

(14%)

and Demand Patterns

. Technology Advancements
(Al, Blockchain, Automation, Digitization)

Globalization .

Environmental Concerns
and Sustainability Initiatives

Consumer Behavior
and Demand Patterns

Other
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Section 5:

Budgets and Financial Trends

How companies spend their money in their supply chains is telling of their strategic priorities. This
section explores financial trends and how budget allocation affects supply chain management,

including compliance functions, technological investments, and strategic planning.

Key Questions:

1. How have budgets for compliance changed over the last two years?

2. Over the last five years, has your organization spent more, less, or the same amount of time

and resources on mitigating supply chain risks, and how significantly has technology

influenced this effort?

3. What are the biggest challenges you currently face in supply chain management?

What We've Learned

Compliance spending remains consistent: 93% of respondents indicate
that budgets for compliance have remained the same or increased over the
last two years. Specifically, 60% reported an increase in their compliance
budgets, while 33% stated that their budgets have remained the same. This
trend signals a strategic focus on meeting regulatory and environmental
standards, even during economic downturns. An executive from a sourcing
organization observed that this reflects the growing importance of
compliance functions. Additionally, an industry executive anticipates further
increases in compliance budgets to address the escalating challenges of
regulations. This perspective is further supported by the necessity for
enhanced resources dedicated to data analysis and reporting, highlighting
the strategic investment in both human and technological resources crucial
for maintaining compliance and adapting to regulatory changes.

Investment in resources and technology enhances risk management

capabilities: Many respondents indicate an increased investment in time and
resources toward mitigating supply chain risks. This includes enhancements

“Budgets for
compliance functions
have been growing
steadily and are
expected to continue

to increase, reflecting
the growing importance
of compliance
operations in the
supply chain industry.”

Quiality Director

in continuous improvement efforts and the adoption of innovative technologies, which help manage
risks and ensure operational resilience. However, this may also indicate a lack of adoption of new
technologies like Al, which promote efficient scalability through automation and optimization of
processes. A regulatory executive emphasizes how companies are rationalizing their compliance
functions, reducing proprietary programs to outsource to independent programs, which contributes to

mitigating risks more effectively.

State of Supply Chain Report 2024
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“Compliance budgets have
been steadily increasing,
and even in a recession,
they aren’t being cut as
much as they used to be.
This reflects the centrality
of compliance functions in
the industry, necessitating
rationalization, such as
outsourcing proprietary
programs to

independent ones.”

Avedis Seferian,
President & CEO at WRAP

QUESTION

Budget allocation remains a key challenge in supply chain
management: 46 respondents mention budget constraints as a key
challenge in supply chain management, highlighting the impact on
financial stability, investment in technology, and scaling operations.
This indicates the need for careful budgeting to balance operational
needs and growth opportunities.

Investment strategies shaped by budget trends in compliance:
Compliance budgets remaining stable or increasing suggest a
strategic focus on adhering to regulatory standards. This reflects
how companies strategically allocate internal resources to enhance
their compliance programs, ensuring they can effectively meet
evolving regulations and mitigate potential risks.

What are the biggest challenges you currently

face in supply chain management?

Scaling and Flexibility

Regulatory and Compliance Pressures

Budget Constraints

Technology

. Process Inefficiencies

60 Budget
Constraints
54

50

a7
40
39

35
30

20

. Risk Management and Supply Chain Resilience

Other

What It Means

10

Strategic financial planning balances innovation and compliance in supply chain
management. Compliance budgets reflect adherence to regulatory standards, supporting risk

management and regulatory adherence. Financial planning also allocates resources to
sustainable practices, including eco-friendly materials and circular economy models,
managing budget constraints and compliance pressures. This fosters financial stability,
growth, and balanced supply chain strategies.
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Section 6:

Regulatory Impact and Compliance

Regulators and law makers continue to respond to shifting global economic, social and environmental
conditions through new or evolving requirements on businesses. This section examines the influence of
regulatory changes on supply chain strategies and operations, highlighting the integration of
compliance functions into supply chain management and strategies for managing legislative pressures.

Key Questions:

1. How significantly have regulatory changes affected your supply chain?

2. How have compliance budgets changed in the last two years?

3. What major global trend do you believe is most significantly impacting the supply chain

industry today?

4. What are the biggest challenges you currently face in supply chain management?

What We've Learned

Regulatory harmonization is essential for sustainable supply chain
management: 65% of respondents rate recent regulatory changes as
significant, affecting both operational and compliance strategies in supply
chains. An executive highlighted the inconsistency of regulations across
different states and countries, particularly regarding sustainability and
circularity standards, and advocated for

a more standardized approach like corporate sourcing audits. This aligns
with the broader industry challenges and emphasizes the appetite for a
cohesive regulatory framework that supports sustainable and compliant
supply chain operations. The complexities of compliance are exacerbated
by specific regulations such as the UFLPA, which mandates adherence to
new standards and impacts sourcing strategies. Additionally, regional
legislation, including social and environmental regulations, increases
compliance pressures, underscoring the need for effective strategies to
adapt and integrate compliance functions into supply chain management.

Due diligence and independent audits define modern compliance

strategies: Executives highlighted the evolution of legislation over the past

decade, transitioning from reporting-focused laws to those emphasizing
due diligence, reflecting a broader shift towards incorporating compliance

functions into supply chain strategies. This necessitates independent audits

and robust processes for managing regulatory pressures. Additionally, as

“The lack of consistency
in regulations across
different states
complicates compliance
and efficiency. There

is a strong need for
standardized approaches,
like corporate sourcing
audits, to streamline our
efforts and ensure we
meet evolving standards.”

Karen Smith, Executive Vice President,
Supply Chain at Carter’s
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regulatory requirements become more stringent and consumer demands for sustainable products
grow, an executive emphasized the necessity for shifts in procurement models to accommodate these
pressures. Specifically, the influence of EU legislation is reshaping the focus on comprehensive
traceability and the sustainability of supply chains, prompting companies to consider long-term supplier
relationships and robust data-driven strategies to achieve these goals. This shift underscores the
evolving nature of sustainability strategies in response to external pressures.

What It Means

The evolving regulatory landscape necessitates a more effective integration of compliance
functions within supply chain strategies, highlighting an ongoing shift toward rigorous due
diligence. This integration is crucial for managing legislative pressures and complex sourcing
strategies while aligning compliance efforts with sustainable practices. Yet, achieving a
cohesive regulatory framework across the industry remains a work in progress due to the
variability of laws across regions and the complexities of global supply chains. To address

these challenges, there is a concerted effort to enhance cross-industry collaboration and
strengthen relationships with regulators. Such collaborations are aimed at advancing
compliance functions and ensuring adherence to evolving standards, which are vital for
guiding sustainability initiatives and supporting companies in navigating legislative pressures.
These efforts are geared towards creating standardized compliance approaches that balance
operational needs with regulatory adherence, fostering sustainable supply chain strategies
that are both effective and efficient.

QUESTION
How significantly have regulatory
changes affected your supply chain?
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QUESTION

What major global trend do you believe is most
significantly impacting the supply chain industry today?

. Technology Advancements
(Al, Blockchain, Automation, Digitization)

Globalization

Environmental Concerns
and Sustainability Initiatives

. Consumer Behavior
and Demand Patterns

Other

QUESTION

Environmental
Concerns and
Sustainability

Initiatives

What are the biggest challenges you currently

face in supply chain management?

Scaling and Flexibility
Regulatory and Compliance Pressures
Budget Constraints
Technology
@ rrocess Inefficiencies

@ Risk Management and Supply Chain Resilience
Other
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Conclusion

The State of Supply Chain report captures the dynamic and evolving landscape of the supply chain
industry, addressing the significant influences of technological advancements, sustainability practices,
regulatory changes, and consumer behaviors on how companies are managing their supply chains
today. This comprehensive review provides industry professionals, executives, and stakeholders with
critical insights to navigate these complexities effectively.

Technological advances propel efficiency and transparency in supply chains:

Our research indicates a strong impact of technology on supply chain efficiency and transparency, with
82% of respondents predicting significant advancements in the next five years. Technologies like Al
and ML are not only enhancing operational efficiency but are also critical in improving quality assurance
and risk management. However, the adoption of these technologies faces hurdles due to restrictive IT
policies and a lack of industry-specific solutions, suggesting a substantial market opportunity for
technology vendors.

Sustainability practices emerge as core drivers of future innovations:

Emphasizing sustainability, the report shows that 25% of respondents see this area as ripe for
innovation, especially in eco-friendly packaging and circular economy models. Despite this, the industry
lacks universally accepted sustainability KPIs, underscoring a critical need for standardized metrics that
could drive comprehensive environmental accountability and performance comparison.

Regulatory adaptation and compliance integration define supply chain strategies:

Regulatory complexities continue to challenge supply chain management, with 65% of respondents
noting significant impacts from recent legislative changes. The report highlights the growing integration
of compliance functions within supply chain processes as essential for adapting to these regulations
without escalating costs. This integration, coupled with an emphasis on due diligence and independent
audits, is critical for maintaining compliance and operational efficiency.

Consumer expectations and market dynamics:

Although there is a strong demand for transparency and sustainability, consumer purchasing behaviors
often do not align with these values due to cost considerations. The report discusses the potential of
initiatives to reconcile consumer expectations with actual purchasing behaviors, enhancing consumer
trust and encouraging more sustainable choices over time.

Strategic financial planning balances compliance, technology, and sustainability investments:
Financial trends highlighted in the report show that despite economic pressures, compliance budgets
have either remained stable or increased, reflecting the unrelenting importance of regulatory
adherence. Strategic financial planning is essential, as it helps companies balance the allocation of
resources towards compliance, technology, and sustainability, ensuring not only growth but also
resilience against potential risks.

In summary, companies continue to face growing pressures and risk in the supply chain yet have
opportunities to manage these effectively through the implementation of innovative technologies and
the strategic integration of processes across compliance and operations.
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