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This report is based on data collected from 800 organizations in the week of 
March16th-20th, 2020. It provides a geographic and industry view of the scale of 
disruption to trading relationships resulting from the coronavirus pandemic and 
also insight to how business is reacting.  
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Introduction & Summary 

This report provides three core areas of insight: 

- Impact by geographic region
- Impact by industry
- Resulting actions

_____________________________________________________________________________________ 

Since IACCM’s last report, issued on March 9th, the situation for most industries has 
considerably worsened. Overall, 60% now tell us that contract performance is 
moderately or severely impacted, compared with just 37% two weeks ago. Across 
industries, the scale of disruption is uneven. For some – such as Hotels, 
Entertainment & Leisure, it has been both rapid and cataclysmic. For a few, most 
notably Technology, it appears to have stabilized. It is also notable that the nature of 
disruption varies. For example, airlines and hotels are dealing with massive cut-backs 
as business vanishes, while the Food, Drink and Health Care sectors are coping with 
surging demand. 

This variable effect is also notable across geographies, as some have awoken only in 
the last few days to the scale of the pandemic. Most notable are South and Central 
America and the Middle East, now the two regions reporting the greatest level of 
disruption, with the percentage experiencing severe disruption having more than 
trebled over a two-week period. In contrast, the data confirms media reports that 
Asia is perhaps stabilizing, with severe disruption falling from 12% to 9%. 
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The Geographic Impact 

In terms of world regions, South and Central America has jumped from 5th place just 
two weeks ago to 1st place now. Thirty-five percent of those responding say that the 
impact on supplier and customer contract performance is severe, up from eleven 
percent. A further fifty-two percent are experiencing moderate disruption. 

The Middle East is not far behind, with statistics of twenty-seven percent and 50% 
respectively, and Oceania has had a massive increase in the numbers affected. 

At the time of the survey (16th – 20th March), North America was showing the lowest 
level of effect, with only five percent declaring severe impact, though forty-three 
percent are experiencing moderate disruption, up eighteen points over the last two 
weeks. During this same period, the percentage of businesses reporting moderate 
and severe impact has remained static, but there has been a shift between these two 
categories, with nineteen percent now stating that disruption is severe. 

REGION Moderate 
MARCH 6th 

Moderate 
MARCH 20th 

Severe 
MARCH 6th 

Severe 
MARCH 20th 

OVERALL 
CHANGE 

Africa 38% 27% 8% 19% None 
Asia 34% 40% 12% 9% +3%
Europe 32% 41% 8% 18% +19%
Middle East 54% 50% 8% 27% +15%
N. America 26% 43% 4% 5% +18%
Oceania 19% 49% 3% 6% +33%
S&C America 33% 52% 11% 35% +43%

As the table above shows, Asia is the only region to show a reduction in those 
reporting severe impact. To the extent that other regions depend upon supply from 
Asia, this may represent good news and there are indications this week that business 
activity in China is rebounding fast. However, while this may alleviate some shortages 
(especially in technology and telecoms), the affect may be limited due to shut-downs 
elsewhere in the supply chain. 
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The Impact by Industry 

While the picture remains varied, every industry except technology (both hardware 
and software) is reporting increased disruption versus the position two weeks ago. 
As mentioned in the introduction, the nature of that disruption differs. For some 
industries, the overwhelming issue is in handling issues such as Force Majeure or in 
renegotiating existing contracts. Others are facing a different challenge, with either 
soaring demand or shortages from existing suppliers forcing the need for new 
negotiations and contracts. 

An immediate example of this is the fact that the Food & Drink industry, which was 
in joint 22nd place in our list of impacted industries, has jumped into 1st place. Clearly, 
this is due to surges in demand – which is not the case for our third placed industry 
(up from a shared joint 22nd two weeks ago) – the hotel, leisure and entertainment 
sector.  

Our first report excluded some industries from the overall rankings due to a lower 
level of response. This time, stronger participation has allowed a more 
comprehensive list. 

1. Food & Drink
2. Engineering & Construction
3. Hotels, Leisure & Entertainment
4. Transport & Logistics
5. Aerospace & Defense
6. Manufacturing
7. Oil & Gas
8. Health Care
9. Automotive
10. Business Services & Consulting

At this point, those reporting least disruption are primarily from the services sector – 
for example, Software, Banking & Financial Services, Media and Non-profit. However, 
change can come rapidly, as shown by Schools & Education and Mining, both of 
which show an increase of over 30% on our ‘disruption index’. Also, it is notable that 
Business Services & Consulting has moved into the top ten, at least in part due to the 
extensive cut-backs and shut-downs in their off-shore centers, but also because of 
the closing of client sites and cancellation or delay of projects. 

As mentioned earlier in the report, the one industry showing a significant decline in 
the level of disruption is technology hardware. This may reflect some recovery of 
supplies from Asia, or it could simply be a reporting anomaly, but in the space of two 
weeks it has fallen from second place to seventeenth place on the list. One factor that 
appears to have contributed to this is the relative resilience and sophistication of 
technology industry supply chains. 

Ultimately, the survey illustrates the point that timing of impact may be very 
different, but no-one is immune.  
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Actions and Reactions 

With an overall average of 60% now stating that the coronavirus impact on their 
industry is moderate to severe, it is no surprise that many are planning or taking 
action to mitigate or control risk. In some cases, this is through short-term measures 
such as specific renegotiations (for instance, incidents of Force Majeure are an 
obvious example). However, a significant proportion appear to be instituting reviews 
where the impact on supply chains and international trade could be much 
longer-term.  

The table below shows how different geographic regions are reacting to events, with 
some apparently surprising results which require further investigation. For example, 
the extent to which Asian or South American respondents indicate ‘reducing 
exposure in low-cost or emerging markets’ may indicate that there is currently 
extensive outsourcing from those regions. Equally, in the case of China in particular, it 
could indicate an intent to delay or pull back from overseas projects and investments, 
such as the ‘belt and road’ initiative.  

Bringing 
activities 
back in-
house 

Near-shoring or 
increasing 
domestic 
sources of 
supply 

Reducing 
exposure 
specifically in 
low-cost or 
emerging 
markets 

Other 

Africa 28.57% 64.29% 28.57% 14.29% 

Asia 36.36% 47.73% 43.18% 13.64% 

Europe 31.96% 50.52% 32.99% 23.71% 

Middle East 42.86% 57.14% 34.29% 14.29% 

North 
America 

27.16% 38.27% 38.27% 27.16% 

Oceania 20.45% 56.82% 27.27% 25.00% 

South and 
Central 
America 

68.42% 21.05% 52.63% 5.26% 
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Looking at this same data from an industry perspective, there is again substantial 
variation. One major distinction is the extent to which industries can be proactive and 
have some level of control. For example, sectors such as Hotels & Entertainment, Events & 
Meetings, Schools & Education are being hit by blanket bans and shut-downs. For them, 
much of the immediate activity is incoming as a result of client cancellations or 
renegotiations. This is not the case with industries such as Food & Drink, Pharmaceuticals 
or Health Care, where urgent action may be to increase or identify new sources of supply, 
or even to agree new distribution contracts. The table below shows the percentage by 
industry undertaking specific re-evaluations: 

Of terms and 
conditions in 
existing or 
future 
contracts 

Of exposure or 
concentration 
in particular 
markets; 

Of overall 
sourcing 
strategies and 
market 
exposures; 

Other 

Aerospace / Defense 68.42% 23.68% 47.37% 13.16% 

Banking / 
Insurance / 
Financial Services 

62.50% 33.33% 25.00% 25.00% 

Business Services 
& Consulting 

67.21% 27.87% 36.07% 18.03% 

Engineering 
& 
Construction 

61.22% 30.61% 46.94% 16.33% 

Manufacturing 
& Industrial 
Goods 

45.16% 35.48% 58.06% 9.68% 

Oil & Gas 55.56% 35.19% 46.30% 12.96% 

Power Generation 
& Utilities 

38.89% 44.44% 61.11% 13.89% 

Technology 
– Hardware 

72.73% 9.09% 36.36% 0.00% 

Technology - Software 64.41% 28.81% 40.68% 13.56% 

Telecommunications 65.28% 26.39% 43.06% 13.89% 
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On average, survey responses show that 59% are re-evaluating their terms and 
conditions; 31% their exposure to particular markets; and 48% their overall 
sourcing strategy. Specifically, these reviews mean that: 

- 16% are actively considering bringing production back in-house, with
Engineering & Construction, Manufacturing and Oil & Gas heading the list of those
reviewing this possibility.

- 26% are considering a shift to near-shore or domestic sources of supply, with
Engineering & Construction, Technology Hardware, Banking, Financial
Services & Insurance, and Power & Utilities leading that list.

- 19% are considering a reduced exposure to low-cost markets or suppliers,
with this list led by Public Services, Telecommunications and Aerospace & Defense.
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The Impact on CCM 

For those in Contract & Commercial Management roles, there is clearly a substantial 
workload impact, much of which is reflected by the findings in this report. However, 
it is not just the amount of work, but also the nature of that work, and where and 
how it gets done, that represents a major challenge. 

Many are wrestling with – and quickly updating understanding of - little used terms 
such as Force Majeure or concepts like ‘impossibility’. They are often having to do 
this in the context of cross-jurisdictional agreements, where any efforts at 
enforcement may in any case be frustrated. Perhaps the biggest challenge is that 
negotiations are frequently being undertaken against a backdrop of complete 
uncertainty – neither party can predict what is going to happen, so it is almost 
impossible to make or renegotiate firm commitments on anything other than a 
short-term basis.  

Added to these factors, sixty-six percent of survey respondents tell us they are now 
working from home entirely, therefore dependent on home-based technology for all 
or most communication. A slightly larger percentage are undertaking no face-to-
face meetings and over ninety percent are operating with travel bans. While working 
from home is not alien to some, for many it is a testing environment, where they may 
be limited by available technology, unfamiliar with virtual negotiation and struggling 
to cope with domestic conditions, such as children now excluded from school. 

Overall, these new realities demand rapid and extensive adjustment. We simply do 
not know when, or if, conditions will change. It appears likely that they will not, that 
at least to some degree our ways of working will alter to include greater use of virtual 
meetings and negotiations, as well as perhaps a reduction in the extent of truly 
global trade.  

IACCM support 

IACCM continues to develop a rapid and practical response. 

- Webinars: topics have included Force Majeure and virtual negotiations, with 
many more on the way (monitor www.iaccm.com/events for the latest 
updates, or access the Resources library for recordings).

- Virtual member meetings and roundtables: sessions that support video 
networking within geographies, industries or subject groups. Again, these will 
frequently be listed on www.iaccm.com/events, although some are ‘by 
invitation’ executive events or running within specific IACCM network groups.

- Resources: IACCM has developed a specific coronavirus resource section at 
https://www.iaccm.com/resources/?id=11021

- Learning: we are working with a group of experts and rapidly developing a 
series of training programs that are specific to the challenges faced by our 
community. These are in addition to the existing on-line classes that form our 
certification and Master programs. These can all be found at https://
www.iaccm.com/training/

http://www.iaccm.com/events
http://www.iaccm.com/events
https://www.iaccm.com/resources/?id=11021
https://www.iaccm.com/training/
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