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1. Introduction

Over the past few years, the global ==

electronics manufacturing and electronic
components supply chain has faced more
than short-term disruption. It is now 8§

operating in an environment of persistent

volatility shaped by geopolitics, trade rules,
the supply of critical materials, logistics
performance, and the cost of capital.

For manufacturers and EMS providers, the key supply chain question has also changed.
The focus is no longer simply on whether materials can be secured on time. It is now
about how to maintain delivery, inventory, and cash flow in balance under uncertain
conditions.

In this environment, efficiency, cost, and speed still matter. However, they are no longer
enough on their own to define supply chain capability. Too little inventory preparation
can increase the risk of shortages and delivery delays. Too much inventory brought
forward too early can tie up capital and reduce flexibility for future procurement and
operational adjustment. What companies face today is not a single supply issue, but a
growing tension among procurement, inventory, and cash flow.

In response to this shift, this paper introduces the idea of cash flow resilience. In this
paper, cash flow resilience refers to a customer’s ability to support critical procurement,
necessary inventory, and project delivery with a manageable capital structure under
continued external volatility. It also refers to the ability to retain room for adjustment
when demand, lead times, or prices change. Cash flow resilience is not the same as
financing capacity, payment terms, or the size of a company’s cash reserves. Instead, it
describes a company’s ability to use cash flow effectively to support procurement,
inventory planning, and delivery continuity.

This shift also changes the role of electronic component distributors. Customer
expectations now extend beyond basic supply execution. They increasingly include
support for critical material assurance, procurement timing, inventory risk buffering, and
delivery planning. In this context, distributors create value by helping customers
strengthen these capabilities through earlier risk identification, better coordination, and
more effective resource planning.
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Drawing on public industry research, materials on global supply chain risk and working
capital, and market observations from the electronic components distribution sector, this
paper focuses on three questions. Why has cash flow returned to the center of supply
chain management? What typical tensions do electronics manufacturers face across
supply continuity, inventory, and cash flow? And how can distributors help customers
achieve reliable supply without excess inventory through more operationally oriented
support pathways?
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2. Why Cash Flow Has Returned to the Core of
Supply Chain Management

In a highly volatile environment, supply chain management is shifting from a narrow
focus on delivery assurance to a broader challenge: managing procurement, inventory,
and capital use at the same time. In the past, companies were more likely to treat risk as
a temporary disruption. Today, however, recurring lead time changes, uncertainty in the
supply of critical materials, price fluctuations, regional logistics disruptions, and shifts in
demand patterns are increasingly becoming persistent conditions.

In this context, more and more supply chain decisions depend on a company’s ability to
absorb the related capital demands. As a result, cash flow has moved back to the center
of supply chain management. Early preparation of critical materials, project-based
stocking, phased procurement, rolling delivery, and inventory optimization may appear
to be separate purchasing or operational decisions. In practice, however, all of them
require ongoing resource commitment and enough flexibility to respond to uncertainty.

As a result, the issue companies face today is no longer simply whether they can buy the
materials they need. The real question is whether they can continue to support
procurement decisions, inventory planning, and delivery execution with a manageable
capital structure. Cash flow is no longer just a financial indicator that reflects business
performance. It is increasingly becoming a basic condition for stable supply chain
operations and for maintaining room to adjust when conditions change.

2.1 Risk as the New Operating Normal

The changing nature of supply chain risk is not just about more risk. It is about a change
in how risk appears. In the past, companies were more likely to view supply chain
disruption as a low-frequency but high-impact event, such as a pandemic, a localized
policy shift, shipping disruption, or a regional shutdown. These events could interrupt
procurement and delivery in the short term, but they were still treated as exceptions.
Today, a more important

NOW / FUTURE
challenge is the long-term
. . /\ Geopolitics
coexistence of multiple ot V/\/_

uncertainties that emerge in ,
Lead Times

turns, overlap with one Sudden Shock Ay
another, and gradually PAST
become part of the normal Figure 1 From Sudden Shocks to Persistent Volatility

ope ratin g environment. Source: WIN SOURCE analysis based on public industry research.
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Marsh has described today’'s geopolitical uncertainty as a ‘new normal’ [1], while the
OECD has continued to warn that geopolitical tension, natural disasters, regulatory
uncertainty, and economic volatility are jointly reshaping the global trade and
investment environment [2].

This means that the focus of risk management is shifting from isolated disruptions to
persistent volatility. Deloitte has noted that global industrial supply chains have
continued to face disruption in recent years, while also dealing with tighter supplier
options and intensifying competition [3]. The World Economic Forum has likewise
emphasized that geopolitical tension and economic fragmentation are reshaping global
trade patterns [4]. For companies, the challenge is no longer how to respond to a single
unexpected event. It is how to maintain stable operations in a prolonged period of
uncertainty.

This shift is especially important in electronics manufacturing and electronic
components supply chains. Risk often does not appear as a one-time supply
interruption. More often, it takes the form of continued pressure on the availability of
critical parts, rising uncertainty around long-lead-time components, changes in
manufacturer lead times, regional logistics disruption, and localized price fluctuations.
Because BOM structures are complex and substitution options for key components are
limited, changes affecting only a small number of core materials can disrupt project
stocking plans, production scheduling, and final delivery timing.

When risk shifts from exception to normal condition, the impact extends beyond delivery
outcomes. It begins to affect the entire operating rhythm of the business. Procurement
plans are repeatedly disrupted by changes in price, lead times, policy, and regional
fulfillment conditions. Inventory strategies must also be adjusted again and again to
balance safety margins, turnover efficiency, and capital use. What companies need to
build is not only the ability to respond to disruption, but also the ability to keep adjusting
over time in a volatile environment.

This is why cash flow becomes critical again. Once volatility becomes normal,
companies must repeatedly decide how much to prepare in advance, how much
exposure they can absorb, and how much flexibility they need to retain. Without enough
cash flow to support those decisions, supply chain resilience is difficult to turn from
judgment into action.

2.2 Procurement Reshaped by Compounding Volatility
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The procurement environment is changing in more ways than simply facing greater
external risk. At the same time, many of the assumptions that once made planning
relatively stable are becoming less reliable. In the past, companies could usually build
procurement plans around fairly predictable trade rules, relatively smooth cross-border
flows, broadly understandable price ranges, and relatively stable delivery cycles. Today,
those assumptions are being reshaped by geopolitical shifts, trade restrictions, logistics
disruption, higher financing costs, and demand uncertainty.

Public research also shows that procurement is no longer dealing with price volatility
alone. WTO trade monitoring continues to show that the scope of new trade restrictions
is expanding [5]. The OECD has also noted in its economic outlook that rising trade

barriers and greater policy uncertainty

to inflationary pressure [6]. As a result,
! procurement decisions increasingly need to

address multiple variables at the same time,
including price, lead times, commercial
terms, regional availability, and the cost of

capital.

For electronics manufacturers, this shift is especially direct. Procurement decisions are
no longer just about comparing current quotations. They now require a broader
assessment of manufacturer lead time changes, MOQ and NCNR terms, channel
availability, the feasibility of substitutes, project delivery windows, and the certainty of
customer orders. For critical parts, long-lead-time items, and components that are
difficult to replace, procurement is no longer simply a cost decision. It is a broader
trade-off involving supply assurance, project timing, and capital use.

Lead times have also shifted from an execution metric to an operating variable. When
delivery times become longer or more volatile, companies face delayed arrivals, weaker
planning accuracy, higher safety stock requirements, ongoing disruption to procurement
timing, and greater difficulty coordinating production schedules. In projects with complex
BOM structures, changes affecting only a small number of key components can be
enough to disrupt delivery plans for the final product.

When price, lead times, commercial terms, and availability all fluctuate at the same time,
procurement can no longer be driven by cost and efficiency alone. Companies need to
place flexibility, balance, and risk-bearing capacity at the center of decision-making. In
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the end, all of these depend on one basic condition: whether the company has enough
cash flow to support earlier decisions, more flexible planning, and commitments over a
longer time horizon.

2.3 The Shift Toward Capital-Constrained Inventory Decisions

Inventory is no longer just an operational buffer. It is becoming a key variable in capital
allocation. In the past, inventory management focused mainly on matching supply with
demand, improving turnover, and supporting delivery. The main question was how much
inventory was appropriate. But in an environment of rising interest rates, higher financing
costs, and greater demand volatility, the question is increasingly becoming whether a
company can afford that level of stocking. Deloitte has noted in its working capital
research that persistent inflation, supply chain disruption, and higher interest rates are
making working capital management more difficult and increasing the importance of
forward-looking cash flow planning [7].

This means that while inventory can improve supply security, it also continues to absorb
liquidity that could otherwise be used for procurement, capacity expansion, or other
operating needs. PwWC has also pointed out in its working capital research that higher
interest rates are affecting both financing costs and access to capital. At the same time,
net working capital pressure has not fallen significantly after the pandemic, suggesting
that a substantial share of cash is still tied up in inventory [8].

For electronics manufacturers and component procurement teams, this constraint is
even more visible. Not all materials should be stocked in the same way. For long-lead-
time items and critical components that are difficult to replace, some level of early
stocking is often necessary to support project progress and delivery continuity. But for
standard parts, materials with more substitution options, or items with more volatile
demand, excessive stocking can increase inventory pressure and reduce flexibility in
future procurement and capital allocation. What needs to be managed is not just
inventory volume, but whether the inventory structure matches project timing, real
demand, and the company’s financial capacity.

As a result, inventory decisions are shifting from efficiency optimization to balance
management. Holding more inventory can improve safety margins, but it also means
more capital tied up, slower cash recovery, and less operating flexibility. In some
companies, the “just in case” stocking mindset that took hold after the pandemic has
continued, making inventory allocation more likely to drift away from actual demand
and financial capacity [8]. Once inventory planning becomes misaligned with project
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procurement timing, and the company’s ability to absorb the capital commitment, the
impact goes beyond turnover metrics. It also affects the company’s room to make future
operating choices.

In this sense, inventory is no longer simply a static operational outcome. It is an
intermediate variable that links procurement planning, delivery stability, and capital
capacity. Companies that can distinguish more carefully between inventory that must
be brought forward and inventory that should remain flexible are more likely to build a
more sustainable balance between supply assurance and inventory control.

Summary

Today’s supply chains are operating in an environment of persistent and overlapping
volatility. As risk becomes a normal part of doing business, companies are changing
how they assess supply chain capability. The procurement environment is being
reshaped by multiple variables, and inventory decisions are becoming increasingly
constrained by capital conditions.

In this context, what companies truly need to manage is how to support the interaction
among procurement, inventory, and cash flow with a manageable capital structure. This
is why cash flow has returned to the core of supply chain management. It is no longer
just a financial indicator of business performance. It is increasingly becoming a basic
condition for turning risk response into practical action.
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3. Core Customer Challenges: Imbalances Across
Supply Continuity, Inventory, and Cash Flow

As persistent external risk increasingly affects internal operations, the core challenge for
customers is how to manage the imbalance among supply continuity, inventory, and
cash flow at the same time. The following four issues are typical signs of that imbalance
at the operational level.

3.1 The Dual Pressure of Supply Disruption Risk and Capital Tie-Up

In a highly volatile environment, the first major pressure customers face is the
simultaneous presence of supply disruption risk and capital tie-up. In projects with
complex BOM structures, production schedules and delivery timing are often determined
by only a small number of critical components. If the supply of those components
tightens, lead times lengthen, or channel availability declines, the entire production plan
can be disrupted. But if a company

. . Assured Supply
responds by expanding early stocking Mo Shertause).

across a wider range of materials,
A2 High
Capital Costs

.. G\étg:c?ﬂmes
non-critical parts may also enter %

inventory too soon, quickly tying up
liquidity that could otherwise support
later procurement and operational
needs. For electronics manufacturers
and EMS providers, the issue is not

Inventory Control Cash Flow
(No Excess Stock) _ (Financial Health)

inventory levels alone. It is whether

the scope of critical material _ , .
Figure 2. The Customer’s Core Trade-Off: Balancing

protection, the inventory structure, Supply Assurance, Inventory Control, and Cash Flow

and Cop|t0| plonning are O“gned with Source: WIN SOURCE CInGly3iS based on

. public industry research.
the actual risk.

Once the company fails to distinguish clearly among critical material assurance,
inventory structure, and capital planning, operating pressure can increase further. Too
much inventory reduces room to respond to later market changes. Too little inventory
makes procurement timing more vulnerable to external disruption. For customers, the
result of this imbalance is continued pressure on delivery stability and on their ability to
take on business effectively.

3.2 Misalignment Risks Between Stock Securing and Procurement Timing
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In an environment of continued uncertainty, securing stock early is often the first risk
response customers think of and one of the easiest to act on. When supply may tighten,
lead times may lengthen, and prices may rise, placing orders early or securing allocation
in advance can improve short-term supply certainty. For critical projects or critical
components, this is often a necessary step.

The issue is that stock securing addresses uncertainty at the current point in time, but it
does not always match the actual pace of business that follows. Once procurement
decisions are moved forward significantly, companies are more likely to commit
resources before demand is fully clear and while production schedules may still change.
For example, a customer may secure a group of critical materials based on a relatively
clear project outlook in order to protect future delivery. But if shipment timing later slows,
demand forecasts are revised downward, or end-market demand is released more
slowly than expected, the stock that was secured for safety may become misaligned
with actual consumption. McKinsey has noted that one of procurement’s core challenges
is controlling cost while maintaining supply reliability in a volatile economy [9]. For
procurement teams, the key is finding the right balance between certainty and timing.

For electronics manufacturing and component procurement, this misalignment risk is
especially clear. The materials that are truly suitable for early securing are usually critical
components with long lead times, limited substitution options, and the potential to
disrupt BOM completeness and project delivery if even one part is missing. By contrast,
for materials with more substitution options, more volatile demand, or relatively stable
lead times, pushing procurement forward too early is more likely to increase excess
inventory and capital tie-up. In other words, stock securing is not the problem by itself.
The problem is whether materials with different risk levels and business characteristics
are being managed under the same procurement timing.

What is more important is that this kind of misalignment often does not appear
immediately. It tends to build gradually over the course of operations. If demand does
not materialize as expected, resources secured in advance can slowly turn into excess
inventory. If prices later decline, early purchasing can raise overall cost. If project timing
changes, arrangements originally made to ensure safety can instead reduce the
company’s room to adjust. In a volatile environment, the habit of “secure first and assess
later” can easily turn a short-term risk response into medium-term operating pressure.

What customers really need, therefore, is a more layered decision approach: critical
materials should come first, while non-critical materials should retain flexibility.
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Procurement actions that improve supply certainty are not automatically better
procurement decisions. Stock securing becomes a resilience tool only when its scope
and timing are aligned with actual demand, inventory capacity, and cash flow
conditions.

3.3 When Safety Stock Becomes a Burden

As supply uncertainty increases, safety stock has traditionally been a common way for
companies to protect themselves against volatility. It provides a necessary buffer for
production and delivery when lead times extend, supply tightens, or demand rises
unexpectedly in the short term. But in an environment of high volatility and rising capital
costs, safety stock is more likely to shift from a temporary buffer to a long-term financial
burden. Inbound Logistics noted in a 2025 ’
analysis that too much inventory increases
holding costs and ties up capital, while too little
inventory can lead to stockouts and reduced
service levels [10]. The real issue is whether this
inventory still serves genuine risk management
needs, rather than simply reflecting a defensive

response to concerns about supply disruption.

This shift is first reflected in the cost side of the equation. EY noted in its 2024 research on
high-interest-rate environments that companies need to reassess activities that
consume large amounts of cash, improve working capital, and plan ahead for different
scenarios [11]. In the past, companies were more likely to view safety stock as a form of
operational insurance. Today, the cost of maintaining safety stock is increasingly
constrained by financing costs, cash availability, and working capital pressure. In other
words, holding extra inventory “just to be safe” has become more expensive. If demand is
released more slowly than expected or project timing changes, inventory that was
originally intended as protection against risk can continue to absorb cash and reduce
room for later procurement, operations, and business adjustment.

For electronics manufacturers and EMS providers, this pressure often does not appear all
at once. It tends to build gradually over the course of project execution. The safety
margin that was initially put in place to manage volatility can turn into slow-moving
inventory, lower turnover efficiency, and tighter cash conditions if it is not reviewed and
adjusted in time. This is especially true when projects move from one stage to another,
delivery schedules change, or consumption of certain materials slows significantly. In

I A  \VIN SOURCE 2026 12



WINSOURCE

ELECTRONICS

these cases, the problem created by safety stock is a gradual decline in inventory
turnover and a steady tightening of available cash, until future procurement and
resource planning begin to suffer.

A deeper issue is that once safety stock becomes routine, it can drift away from its
original management logic. It is meant to serve as a buffer in specific risk scenarios. But
during periods of sustained volatility, companies often keep raising the inventory floor,
turning a temporary defensive measure into a permanent burden. When inventory
structures remain above actual business needs for too long, the result is not necessarily
greater security. It may instead mean lower capital efficiency and weaker ability to
adjust. What customers need to manage, therefore, is no longer just how much safety
stock to hold, but also when it should be built, when it should be reduced, and whether it
is still justified at all.

3.4 Cash Flow Pressure Spilling Over into Delivery and Order Intake

As cash flow pressure continues to rise, the impact is not limited to financial results. It
also affects the continuity of business operations. Stable delivery depends on a series of
ongoing upfront commitments, including the procurement of critical materials, the
maintenance of necessary inventory, logistics arrangements, and buffers against
unexpected disruption. Once liquidity becomes tight, the first areas companies often cut
back on are precisely these resource commitments that are necessary to maintain
delivery. In other words, once cash flow loses flexibility, delivery stability becomes difficult
to sustain through operational measures alone.

This pressure can also spread further to the order side of the business. A company’s
ability to take on new orders depends not only on market demand and production
capacity, but also on whether it has enough liquidity to support upfront procurement,
production preparation, and early-stage fulfillment costs. FedSmallBusiness survey data
on employer firms shows that while revenues have remained under pressure, financing
application and approval conditions have not improved significantly, suggesting that
many businesses still face constraints in allocating capital [12]. For such companies,
when the capacity to fund upfront commitments is limited, both the willingness and the
ability to accept new orders tend to decline. Even when new demand exists in the market,
companies may not be able to turn it into executable business quickly.

For electronics manufacturers and EMS providers, this spillover is especially direct.
Whether a project can move forward smoothly often depends on the ability to prepare
critical materials in advance, support the start of production scheduling, and cover the
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initial capital required for fulfillment. For example, when a company needs to maintain
ongoing delivery for existing projects while also facing a new project launch or additional
order opportunities, capital planning becomes a practical boundary for prioritization. If
cash flow is insufficient, the company often has no choice but to protect current
operations first, while lacking the ability to complete the necessary upfront preparation
for new projects at the same time.

As a result, the consequences of cash flow pressure go beyond slower turnover or
financial strain. It can further weaken delivery capability and limit a company’s ability to
take on new orders. For customers, the real challenge is how to preserve the ability to
keep delivering, keep taking orders, and keep adjusting under capital constraints. This
also shows that once cash flow pressure enters the supply chain, it quickly becomes an
operational capability issue.

Summary

In a highly volatile environment, customers are increasingly dealing with a deepening
trade-off among supply continuity, inventory, and cash flow. If critical materials are not
secured, production schedules and delivery can be disrupted. But if inventory is built too
broadly or too early, it can quickly tie up capital and reduce room for future procurement
and adjustment.

As a result, the central challenge for customers is no longer simply whether materials
can be obtained. It is how to maintain supply stability through a more structured
inventory approach, better procurement timing, and more manageable capital
commitments. When stock securing, safety stock, and cash flow conditions fall out of
alignment, supply chain pressure can quickly spill over into delivery capability and the
ability to take on new business.
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4. From Supply Chain Finance to Cash Flow
Resilience

Today, companies are facing a broader operating challenge in which procurement,
inventory, delivery, and capital planning are closely interconnected. Traditional supply
chain finance does not fully explain this shift. That is why a cash flow resilience
perspective is needed.

4.1 The Traditional Boundaries of Supply Chain Finance

For many years, companies have understood supply chain finance mainly in terms of
post-transaction cash flow management. According to definitions from the IFC and the
Global Supply Chain Finance Forum, supply chain finance in its traditional sense is
essentially a set of funding tools and payment-term arrangements designed to improve
cash conversion efficiency, rather than to shape earlier operational decisions directly
[13].

This understanding remained valid for a long time because it did address a clear set of
issues. Once a transaction had taken place and receivables or payables had been
created, companies could use tools such as factoring, reverse factoring, deferred
payment arrangements, and early payment discounts to improve the timing of
collections and payments, while also lowering financing barriers to some extent. In other
words, traditional supply chain finance mainly deals with capital arrangements after the
transaction has occurred. Its value lies primarily in payment-term optimization and

turnover improvement.

But in the current environment, business pressure is
moving much earlier in the process. Many key
issues do not begin after the transaction is
completed. They start to build during procurement
decisions, inventory planning, and resource
reservation. Companies now need to decide
whether critical materials should be secured in

advance, whether safety stock should be increased,
whether procurement capacity should be committed before demand is fully clear, and
how much capital buffer should be reserved before a project begins. These questions do
not fall entirely within the scope of payment terms or financing tools. They are questions
of operating judgment and resource allocation.
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As a result, traditional supply chain finance is increasingly limited in its ability to address
the broader challenge. It can help solve specific liquidity issues, but it is no longer
enough on its own to support overall operating needs. When external volatility becomes
a normal condition, a single financing arrangement is not enough. What companies
need is a way of making decisions that brings procurement, inventory, delivery, and cash
into one coordinated framework.

4.2 Why a Cash Flow Resilience Perspective Is Needed

The reason for moving beyond supply chain finance toward a cash flow resilience
perspective is straightforward: companies today are no longer dealing with isolated
cash flow issues alone. They are dealing with broader and more complex questions of
operating balance over time. UNCTAD has noted that trade connects not only suppliers,
but also credit lines, payment systems, foreign exchange markets, and capital flows [14].
This means that once supply chains enter a period of sustained volatility, the impact
extends beyond the movement of goods. It also affects the timing and structure of
capital allocation.

This also shows why it is no longer enough to understand the issue only through
financing tools or payment-term arrangements. KPMG noted in its 2025 futures research
that annual strategy cycles and static long-term planning are becoming less suited to
the current environment, and that companies need to turn geopolitical, technological,
and economic shifts into ongoing scenario-based judgment [15].

Cash flow resilience, therefore, is not a replacement for traditional supply chain finance.
Instead, it places capital questions back into a broader operating framework that links
procurement, inventory, and delivery. Only within this framework can companies more
accurately understand why imbalances continue to emerge among supply assurance,
inventory, and procurement timing.

Traditional Supply Chain b
Finance L

‘\__‘:Jf Procurement Lead

Cash Flow Resiliency

£% Post-Transaction

¢ Payment Terms 1®  Inventory
té ﬁgﬂ Configuration

- 3 Figure 3. From Traditional Supply Chain
?e Localized X ) ] hFl ili .
Funds Turmoves g@‘_i Dynamic Balance Finance to a Cash Flow Resilience Perspective
Globally Source: WIN SOURCE analysis based on
public industry research.
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4.3 Building Dynamic Balancing Capabilities

What companies truly need is a decision mechanism that can keep adjusting as
business conditions change. In electronics manufacturing and component procurement,
this usually requires weighing several factors at the same time: lead time risk,
substitution difficulty, project criticality, demand certainty, and capital capacity. ASCM
notes in its materials on inventory and supply optimization that replenishment
mechanisms should be adjusted dynamically based on changes in forecasts,
seasonality, and supply and production capacity, while also balancing customer service
levels and profitability [16]. This shows that inventory and procurement decisions cannot
follow a single fixed rule. They need to match different risk levels, project timing, and
resource constraints.

Critical components with long lead times, limited substitution options, and the potential
to disrupt BOM completeness or project progress if even one part is missing are usually
better suited to early protection. By contrast, materials with more volatile demand,
greater substitution flexibility, or less certain consumption timing are better managed
with more flexibility.

At the same time, companies cannot rely on inventory alone to absorb every form of
uncertainty. A more effective balance comes from distributing pressure across inventory,
procurement timing, delivery planning, and supply collaboration based on the source of
the risk. The core principle is to preserve room for adjustment at all times.

4.4 Supply Chain Collaboration Evolving Toward Operational Support

In a relatively stable environment, relationships between companies and their supply
chain partners were largely limited to transaction support. Companies placed orders
based on demand, suppliers delivered as agreed, and coordination focused on price,
lead times, and payment terms. This model emphasized execution efficiency and
depended on a basic assumption: external conditions were broadly predictable, and
procurement timing, inventory planning, and delivery schedules could remain
reasonably aligned. Today, that assumption is being weakened by persistent volatility.

The reason is that the problems customers face are becoming harder to solve through
individual transactions alone. The tensions among supply assurance, inventory,
procurement timing, and cash flow cannot be resolved by a single quotation, a single
purchase order, or a single payment-term arrangement. What customers increasingly
need is ongoing support around business timing, resource reservation, risk buffering, and
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information transparency. In other words, they need collaborative capabilities that help
them make better decisions across multiple operating constraints. McKinsey noted in
2024 research that procurement management is moving beyond traditional supplier
relationship management toward broader supplier ecosystem management [17].
Gartner's research also shows that leading procurement organizations are making
stronger collaboration with the supply base a priority, as closer supplier coordination can
improve not only cost and quality, but also supply assurance when resources are tight
[18].

This shift is especially clear in electronics manufacturing and electronic components
supply chains. Customers are placing greater value on whether supply chain partners
can understand project timing, critical material risks, and procurement constraints at an
earlier stage, and whether they can provide more targeted support across resource
preparation, delivery planning, and inventory pressure. In other words, the focus of
collaboration is moving from executing transactions to supporting operations.

The move from transaction support to operational support reflects a broader change in
supply chain logic. When external volatility persists, customers need to make
arrangements before demand changes, before resources become tight, and before
pressure intensifies. This also means that the value of supply chain partners will
increasingly depend on whether they can help customers reduce misalignment,
preserve flexibility, and improve operating certainty.

Summary

Companies today are operating under broad business pressure shaped by the
interaction among procurement, inventory, delivery, and cash flow. Traditional supply
chain finance has clear value in relatively stable environments, where the focus is mainly
on payment-term optimization and targeted liquidity support. But when external volatility
becomes persistent, companies need a broader decision framework that can keep
adjusting across supply assurance, inventory, and procurement timing.

For this reason, cash flow resilience offers a more practical lens than traditional
financing tools alone. It focuses on whether a company can maintain procurement
continuity, keep inventory under control, and support stable delivery under uncertain
conditions. In this sense, supply chain collaboration is also moving from transaction
support toward operational support.
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5. The Evolving Value of Distributors

In a highly volatile environment, the basis of distributor value is changing. In the past,
customers evaluated distributors mainly on their ability to secure supply, provide
quotations efficiently, and support delivery. Their role was relatively clear: when existing
procurement channels could not meet demand, distributors stepped in to supplement
supply, coordinate lead times, and complete delivery. This role had clear value when
supply and demand were relatively stable and project timing was easier to predict.

In the current environment, however, customers increasingly need earlier access to
information, better risk judgment, and closer coordination on timing. As a result, the
standard for judging distributor competitiveness is shifting from performance in
individual transactions to the quality of ongoing collaboration.

5.1 From a Replenishment Node to a Collaboration Node

Under the traditional model, distributors often acted as a replenishment node after a
supply gap appeared. Customers presented a clear procurement requirement, and
distributors responded by matching supply, providing quotations, arranging delivery, and

supporting follow-up service. This model §\
emphasized speed of response and resource

external environment was relatively stable §
and customers had a clear view of demand
timing and procurement windows, this role f
could operate efficiently.

In an environment of persistent volatility, however, customers can no longer wait for a
supply gap to appear before taking action. Longer lead times for critical materials,
tighter channel availability, narrower project windows, and frequent demand revisions
are forcing many procurement decisions to move earlier. If distributors continue to
respond only after an order is placed, their value becomes limited. By contrast, if they
can participate earlier in identifying critical materials, assessing supply and demand
conditions, and coordinating timing, they can move beyond a simple replenishment role
and become a collaboration node that helps customers improve the quality of their
preparation.

This shift is especially important in electronics manufacturing and electronic
components supply chains. What customers often need is not just a specific part, but a
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more complete arrangement around BOM readiness, critical material assurance, project
stocking, and delivery coordination. The earlier a distributor becomes involved, the
greater the opportunity to provide targeted support in resource reservation, risk alerts,
substitution assessment, and delivery timing. That can reduce the operating
misalignment that often results from either insufficient preparation or overly aggressive
early stocking.

Distributors are therefore moving from a replenishment node to a collaboration node
because the customer’s problem itself has changed. Those that can provide more useful
information before key decision points and help customers make better resource
arrangements before risk escalates are more likely to take on a more central
collaborative role in the relationship.

5.2 From a Transactional Role to a Resilience Partner

In a volatile environment, customers are placing greater value on the flexible support
capabilities of their supply chain partners. McKinsey noted in its research on the future of
supply chains that, in addition to cost, quality, and service, companies also need to
strengthen resilience and agility, with agility centered on responding more quickly to
demand shifts and external volatility [19]. In this context, a resilience partner is not simply
one that can complete transactions. It is one that can keep adjusting its support
approach as projects evolve, helping customers spread uncertainty across multiple
manageable points.

This capability matters because the pressures customers face today are continuous
rather than one-time. Many projects do not begin with fully certain demand, and many
critical materials cannot be secured at the last possible moment. Customers therefore
need both supply continuity and the ability to avoid locking in too much inventory and
capital too early. If a distributor can only complete one-off transactions, it will be difficult
to help customers manage this ongoing balancing challenge. A distributor comes closer
to the role of a resilience partner only when it can keep adjusting its support model as
project conditions change.

From a broader supply chain management perspective, this also reflects the direction in
which collaboration is evolving. Customers increasingly care about whether supply chain
partners can share the burden of decision-making under volatility and whether they can
build sustained coordination across information, timing, and execution. The shift from a
transactional role to a resilience partner is a direct expression of this broader change in
the electronic components distribution sector.
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5.3 From Delivery Outcomes to Operational Support

As customer pressure shifts from outcomes to the operating process itself, the way
distributor value is assessed is also changing. In the past, customers evaluated
distributors mainly based on delivery results: whether materials arrived on time, whether
quantities were sufficient, and whether pricing was competitive. These indicators still
matter, but they mainly reflect how well a transaction was completed. Today, however,
many operating pressures emerge before delivery takes place. As a result, distributor
value also needs to be demonstrated earlier.

Gartner has noted that supplier relationship management is not just a scoring
mechanism, but also a management approach built around value, collaboration, and
continuous improvement. Its research also shows that, under pressure from supply
shortages, logistics challenges, and inflation, more procurement organizations are
deepening collaboration with their supply base [18]. In other words, customers are not
only buying materials. They are also buying a more predictable execution process.

This is especially clear in electronics manufacturing and electronic components supply
chains. Customers often operate in an environment shaped by multiple parallel projects,
complex BOM structures, critical material constraints, and overlapping delivery
milestones. If distributors can only show their value at the final delivery stage, they are

R
Ny A y

often unable to meaningfully reduce customer
pressure. But if they can provide continued
| support in critical material assurance, BOM
readiness assessment, project timing coordination,
and rolling delivery arrangements, their value is
reflected more directly in the stability of the
customer’s operating process.

For this reason, the growing value of distributors is increasingly reflected in whether they
can become involved earlier and help improve the customer’s operating arrangements.

5.4 Creating the Value of “Reliable Supply Without Excess Inventory

For customers, the changing value of distributors ultimately needs to be reflected in
visible operating results. “‘Reliable supply without excess inventory” is becoming a more
meaningful way to express that value because it addresses two practical needs at the
same time. Critical materials must remain available so that project progress is not
disrupted by a single point of shortage. At the same time, inventory and capital tie-up
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must remain under control so that the act of protecting supply does not create new
operating pressure.

This result-oriented framing is also more persuasive because it translates distributor
value from an abstract capability into an operating improvement that customers can
measure. What customers really need is a better balance between how much to prepare
and how quickly to release inventory under different levels of material risk, demand
certainty, and project timing. That is why “reliable supply without excess inventory” works
better as an expression of upgraded distributor value. It does not refer to a single action.
It refers to helping customers balance supply security and operating efficiency through
earlier judgment, more precise planning, and more sustained collaboration.

Operational Support

" + Core Value: Steady

Supply, Optimal Cash Flow

0 0  [Fpy——
o
'4.,'\\5\ Process Enablement
* Information Sharing
« Flexiele Scheduling
” « Misalignment Mitigation ) . X X
Transaction Support Figure 4. The Evolution of Distributor Value:
- TR R From Transaction Support to Operational Support

« Lead Time Negotiation

Source: WIN SOURCE analysis based on
public industry research.

« Simple Replenishment

Compared with simply emphasizing supply access, pricing, or lead times, this framing
better reflects how distributor value is expanding beyond supply capability alone. It now
extends to supporting customer operating outcomes and cash flow resilience.

Summary

In a highly volatile environment, distributor value is expanding from transaction
execution to operational collaboration. The importance of “reliable supply without excess
inventory” lies in the fact that it turns this shift in value into an operating result that
customers can clearly recognize.
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6. Reliable Supply Without Excess Inventory:
Distributor Support Pathways

Achieving reliable supply without excess inventory depends on choosing the right
support pathway based on material risk, demand certainty, and capital capacity. The
four pathways discussed in this section are designed for different operating scenarios.
Staged stocking is more effective when demand is still taking shape but some critical
materials must be prepared early. Batch delivery is more suitable when supply has
already been secured but the customer does not need to receive all inventory at once.
Project-based stock securing is more targeted when project milestones are clear and
risk is concentrated in a small number of critical materials. Rolling procurement
collaboration offers greater flexibility when demand forecasts continue to change and
demand is released gradually over time.

Support Path Best-Fit Scenario | Typical Context | Coordination Focus | Strategic Value

Staged Early cover for NPI, ramp-up, Prioritize high-risk Better continuity,
Stocking critical parts phased demand parts; phase the rest lower upfront stock

Multi-batch, Lower inventory

ga::.c h ﬁ:fp;};;ecuerree% multi-site, long- ?ril:r);alrg‘;ehf]eeser:;ntlﬁln peaks, better timing
clivery g g8 cycle programs Y J match
Project-Based igh- i
J Key parts drive ngh Vz.ll.ue or Lock milestone-critical Prot.ects delivery,
Stock . . time-critical avoids full-BOM
. milestone delivery ) parts only .
Securing projects lock-in
Rollin i
g Demand remains EMS, rolling Buy confirmed . More flexibility,
Procurement . orders, forecast demand first; adjust
. fluid . less excess stock
Collaboration change continuously

Table 1. Decision Framework for Support Paths Under Volatile Supply Conditions
Source: WIN SOURCE analysis

6.1 Staged Stocking

The core of staged stocking is to phase inventory commitments based on risk level and
demand clarity. For customers, inventory pressure often arises when stocking moves
faster than the business itself. Critical components may need to be secured early, but if
a large number of non-critical materials are brought forward at the same time, inventory
and capital can become tied up before real demand has fully materialized. For that
reason, staged stocking begins by answering a basic question: which materials must be
prepared first, and which can be decided later.

Y A \VIN SOURCE 2026 23



WINSOURCE

ELECTRONICS

In practice, this approach requires companies to stop treating the BOM as a single unit
that must be handled in the same way. Instead, materials need to be prioritized more
carefully based on lead times, substitution difficulty, their impact on BOM completeness,
and demand certainty. McKinsey has noted in its working capital research that the key to
inventory optimization lies in using higher-quality demand and supply information to
improve inventory allocation [20]. In practical terms, the materials that usually need to
be secured first are a relatively small group of critical components with long lead times,
limited substitution options, and a significant impact on project readiness. These may
include main controllers, power devices, interface chips, specific memory components,
or specialized materials with long validation cycles. By contrast, some general-purpose
analog devices, connectors, passive components, or standard parts with stronger
substitution options may still be part of the project BOM, but they do not necessarily
need to enter inventory at the same early stage.

This approach is especially suitable for customers with long project cycles, phased
demand release, and project timing that may still change, particularly when the risk gap
between critical and non-critical materials is clear. Its value lies not only in reducing the
total amount of early stocking, but also in improving the timing and structure of capital
commitment. It allows inventory that truly needs to be brought forward to remain
focused, while preserving flexibility for materials that can be delayed. In this way,
customers can build a necessary safety margin around critical materials without taking
on the inventory peak and capital burden that would come from bringing in the full BOM
too early.

lllustrative Scenario

An industrial equipment customer was preparing for volume production on a new
project. Customer orders had already entered the release window, but actual demand
was still being confirmed in batches. On one hand, the project team was concerned that
delays in securing core components could affect the first production run. On the other
hand, it was also concerned that preparing the full material set at once would cause
inventory to build up too early, before actual consumption had begun, putting pressure
on the procurement budget and cash planning.

As the project moved forward, the customer changed its approach. Instead of preparing
the full material set at the same time, it prioritized the resources needed for the first
production launch and aligned the remaining materials with later production milestones.
After the adjustment, continuity for the initial production run was maintained, while
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material commitments for later batches became better aligned with the actual pace of
order release. The project was not delayed by shortages in critical resources, and the
early inventory peak and capital burden were also kept under better control.

6.2 Batch Delivery

Batch delivery addresses a practical question: once resources have been prepared, at
what pace should they enter the customer’s inventory? In many projects, customers
experience unnecessary inventory pressure because once materials are ready, they are
delivered in full by default. While this can improve supply certainty, it also causes
warehouse pressure, inventory value, and capital tie-up to build up at the same point in
time. The value of batch delivery lies in realigning the timing of inventory release with the
actual pace of consumption, while keeping supply assurance in place.

From an operating perspective, batch delivery is a second layer of optimization after
supply security has already been established. In practice, a company can first secure
critical resources and delivery commitments, then release inventory gradually based on
production cadence, factory scheduling windows, project milestones, or multi-site
fulfillment plans. In this way, supply assurance is not weakened, but inventory does not
need to accumulate at the customer side all at once. For customers, this means they
can gain earlier certainty over supply while spreading receipt, storage, and capital use
across several stages that are closer to actual consumption.

In electronics manufacturing and electronic components procurement, this approach is
especially suitable in several situations. First, it works well when the overall project
timeline is clear, but delivery will take place in multiple batches. Second, it is useful when
production schedules are relatively clear, but demand is released at different times
across factories, regions, or project stages. Third, it is |
effective when some materials be secured early for
supply protection, but the customer does not want to
receive all of them at the same time. For these reasons,
batch delivery becomes an important way to reduce

inventory peaks and ease capital pressure.

lllustrative Scenario

An EMS customer was executing an overseas project with a cycle of about six months.
The full order had already been confirmed, but actual production would be carried out in
three batches across two manufacturing locations. To avoid shortages, the customer
had already secured key resources at an early stage. But as the project moved into
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execution, a new problem became clear: if all materials arrived at once, both sites would
quickly accumulate inventory well above near-term consumption needs. This would
increase warehousing and internal transfer pressure, while also significantly raising
capital tie-up in the early phase of the project.

To address this issue, the customer changed its original plan of receiving all project
materials together. Instead, it arranged for resources to be received in stages based on
the production timing of each batch and the usage plan for each site. Materials needed
for the first production run entered the current manufacturing stage first, while the rest
were brought in later in line with subsequent production windows. After the adjustment,
overall resource assurance for the project remained intact, but the timing of inventory
build-up at the customer side was brought much closer to the actual production rhythm.
Delivery pressure at both manufacturing sites was reduced, and inventory peaks and
capital tie-up during project execution became easier to control.

6.3 Project-Based Stock Securing

Project-based stock securing is suited to situations where the project timeline is clear,
key delivery milestones are well defined, the cost of a production stoppage or delay is
high, and the main risk to fulfillment is concentrated in a small number of critical
materials. In these cases, companies do not need to bring forward the entire BOM in a
uniform way. What they need is a defined supply buffer built in advance around critical
components, critical milestones, and critical orders. The core of project-based stock
securing is therefore to direct limited resources first to the areas where failure is least
acceptable.

The key to this approach is identifying what truly must be secured. BCG has noted in its
research on supply chain resilience that companies need to set new inventory targets
and buffer strategies around points of high volatility in order to improve their ability to
absorb disruption [21]. In electronics manufacturing and electronic components
procurement, this approach is especially suitable in several situations. First, it fits high-
value projects or projects with firm customer commitments, where delays carry a high
cost. Second, it works when production windows are clear, but critical components face
supply volatility, long lead times, or limited substitution options. Third, it is appropriate
when a small number of parts can determine product launch, validation, or shipment
timing, while the project as a whole is not suitable for full-BOM early stocking. The value
of this approach lies in making protection more focused. It prioritizes continuity for
critical materials, places early commitments only where fulfillment risk is highest, and
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leaves non-critical materials to be aligned later with the actual project rhythm. In this
way, stock securing becomes an operating arrangement built around project risk.

lllustrative Scenario

An industrial equipment customer was executing an overseas project with a clearly
defined delivery window, and the timing of the first shipment had already been largely
fixed. However, a small number of core components in the project remained in tight
supply in the market. Any delay in securing them would directly affect the transition from
prototype to volume production and the launch of later batches.

The customer’s initial challenge was clear. If it brought forward the entire material set to
ensure the project stayed on schedule, the early stage of the project would carry a
heavy inventory and capital burden. But if it continued with a standard procurement
rhythm, it could not be sure that the most constrained components would arrive in time
for the key milestones. To address this issue, the customer shifted from a uniform
project-wide preparation model to a project-level reservation plan built around the
small number of components that determined project timing. The remaining materials
continued to move forward in line with later production schedules and order release.

After this adjustment, resource certainty before the project's key milestones improved
significantly, and preparation for the first delivery became more stable. At the same time,
the scope of early commitment was not expanded unnecessarily, and the project’s early
inventory peak and cash pressure remained within a more manageable range.

6.4 Rolling Procurement Collaboration

Rolling procurement collaboration is designed for a different kind of operating scenario,
one that is more continuous in nature. Demand is not released all at once. Instead, it
keeps changing with orders, production schedules, and market conditions. As a result,
procurement planning cannot rely on a single point-in-time decision. For customers, the
risk is that once a one-time bulk purchase moves
out of line with actual downstream demand, the
investment originally made to protect supply can
turn into excess inventory and cash flow pressure
that is difficult to absorb later. Rolling procurement
' collaboration addresses this problem by turning
procurement from a static decision into a dynamic

updating process.
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In practice, this approach depends on more frequent information alignment and timing
adjustments. Companies can first cover demand that is already confirmed, while
keeping room to adjust the portion that has not yet fully materialized. Procurement
priorities can then be updated continuously as demand forecasts, production schedules,
and actual consumption change. In this way, procurement commitments are no longer
locked in based on a single forecast. They unfold gradually in line with the actual pace of
business. For customers, the core value of this approach is that it replaces one-time
commitment with ongoing adjustment, keeping inventory and cash flow pressure within
a more manageable range.

In electronics manufacturing and electronic components procurement, rolling
procurement collaboration is especially suitable for customers whose demand forecasts
are updated frequently, whose demand is released over time, and whose project timing
may shift in stages. Compared with one-time centralized purchasing, this approach is
better suited to protecting critical demand while keeping later uncertainty within a range
that can still be adjusted.

6.5 From Support Pathways to Collaborative Capabilities: WIN SOURCE's
Practical Framework

The four support pathways discussed above apply to different scenarios, but all of them
depend on consistent judgment, coordination, and execution. For electronics
manufacturers and EMS providers, the real challenge is how to keep the scope of
protection and the pace of release more closely aligned with actual demand, project
progress, and capital capacity.

From this perspective, the more important issue is the collaborative capability behind
these actions. Whether the approach is staged stocking, batch delivery, project-based
stock securing, or rolling procurement collaboration, effective execution depends on
three core capabilities. The first is the ability to assess material risk, project criticality, and
demand certainty on an ongoing basis, so that companies can distinguish between
resources that need priority protection and those that should remain flexible. The second
is the ability to coordinate how inventory is carried, how delivery is paced, and when
procurement is brought forward, so that supply protection does not automatically turn
into inventory peaks and capital tie-up. The third is the ability to provide more focused
support around clear project milestones and critical component risks, so that limited
resources are directed first to the areas that matter most for fulfillment stability. Only
when these capabilities are in place can ‘reliable supply without excess inventory” move
from a general principle to an executable arrangement.
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Within WIN SOURCE's operating framework, these three capabilities do not exist in
isolation. In the context of the scenarios discussed in this paper, they are reflected in
three areas: risk identification centered on critical material recognition, tracking changes
in supply and demand, and making earlier judgments; coordination capability focused
on delivery alignment, inventory release, and matching support to project timing; and
targeted assurance capability built around critical projects, key milestones, and
customized customer needs. Within WIN SOURCE's framework, these capabilities are
further organized through INSIGHT™, FLOWSYNC™, and FLEXCARE™. The first is more
focused on identifying what should be protected early and what should remain flexible.
The second is more focused on ensuring that protection measures do not directly turn
into inventory peaks and capital pressure. The third is better suited to project situations
where delivery milestones are clear and risk is concentrated in a small number of critical
components.

In this context, the value of brand capability lies in turning the operating challenges
discussed throughout this paper — balancing critical material protection, inventory
release, procurement timing, and capital capacity — into sustainable mechanisms for
judgment, coordination, and execution. At that level, “reliable supply without excess
inventory” is no longer just a result statement. It becomes a collaborative capability that
can be supported in a continuous and repeatable way.
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7. Conclusion

As high volatility becomes a normal part of business operations, the way supply chain
performance is judged is also changing. For electronics manufacturers and EMS
providers, the real challenge today is how to maintain supply continuity, keep inventory
under control, and protect cash flow boundaries at the same time under persistent
uncertainty.

For this reason, supply chain issues can no longer be treated as separate procurement,
inventory, or finance topics. Any isolated optimization, if removed from the company’s
broader operating constraints, can create new pressure somewhere else. What
companies need is an integrated capability that allows them to keep adjusting in a
volatile environment.

In this context, the role of distributors is also changing. Customers no longer need
distributors only as supply providers that respond to orders. They increasingly need

operational support partners that can participate = < ' ;

earlier in decision-making, engage more deeply in
coordination, and help protect supply while
controlling inventory and capital pressure. Future |
competition will therefore no longer be defined
only by access to supply or pricing. It will
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increasingly be shaped by coordination capability,
judgment, and the ability to provide effective
support.

‘Reliable supply without excess inventory” is one of the clearest expressions of that shift.
It highlights the need for more disciplined arrangements around stocking, stock securing,
delivery, and procurement timing based on actual demand and changing risk conditions.
The goal is to build a more sustainable balance among supply assurance, inventory
structure, and cash flow flexibility.

Looking ahead, as volatility, regional supply configurations, and capital constraints
continue to shape supply chain management, cash flow resilience will become an
increasingly important part of supply chain capability. It will also become a more
important measure of distributor value. Those that can help customers maintain a more
stable operating rhythm under uncertainty will be better positioned to build long-term
advantage in the next stage of competition.

About WIN SOURCE
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Founded in 1999, WIN SOURCE is a global distributor of electronic components, partnering
with over 3,000 manufacturers and providing access to more than 1.2 million parts —
from widely used to hard-to-find and obsolete. Our services are supported by global
sourcing capabilities, fast delivery, and rigorous quality assurance.

What differentiates WIN SOURCE is the integration of supply chain intelligence into the
design stage, transforming procurement from a reactive process into a proactive
advantage. By combining worldwide coverage, responsive fulfillment, and trusted quality
with the smart capabilities of the Nexus™ Solution, WIN SOURCE helps engineering and
procurement teams move more efficiently from design to production.

Contact Us

Website: www.win-source.net [ Www.win-source.group
Email: service@win-source.net

Note

This white paper is intended for general informational purposes only. The views and analysis
presented reflect market conditions and available information as of the date of publication. It is
not intended to constitute financial, legal, or professional advice, and readers should consider

their own business circumstances when applying the insights discussed.
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