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Abstract: There is structured analyze of the main macro-economic trends of the world development
at the modern stage, their influence on the business efficiency management presentedat the article.
The sound conclusion that innovation is the main driver of business efficiency maintenance and improvement. There are main principles of value creation chain network efficiency management concept
as a management innovation formulated in the article. The examples of the specific models that implemented this concept on practice are given describing how these models proved their positive impact
on business efficiency by synergy effect and relationships within value creation chain optimization.
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The fact that the word «volatility» was the most popular word in the world since the
summer 2008 hardly to be questioned. The reasons for this volatility are based upon themacro economy. An objective look at the state of the world economy and the short-term outlook
of its development gives us the following main trends presented on the Figure 1.
For better understanding of the full impact of the adverse macroeconomic environment on future business performance, the reasons behind it should be carefully analyzed.
The modern model of the world economy is based on idea of growth. Everything that has
growth potential is considered good and successful. This principle of economic growth assumes that people demands are practically unlimited; we just have to find the right forms
how to meet these demands and satisfy them by providing necessity goods or services with
affordable price. All modern analytics valuation models are built on future cash flows estimation assuming future market and market share growth.
To analyze modern macroeconomic situation we should take into consideration this
basic principle of the world economy development. Here is a brief analysis of the major
trends and their impact on long-term business efficiency:
Demographics: population is growing that is may consider as a positive. At the same
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time this growth comes from poorer countries increasing the share of consumers with lower
purchasing power, an increase in the number of urban residents. Under this influence the infrastructure sectors growth will continue, along with migration from less developed to more
developed countries. Based on that the infrastructure projects growth, further migration
and consumer demands pattern with lowering of purchasing power change can be expected;
-Globalization that has been mentioned as one of the most significant growth factor
over the last 30 years slips nowadays. Partly due to objective economic reasons such
as: comparable labor price in China cities, still poor institutions in India and low productivity level in Africa, but partly and this is rather new trend due to the government
policy (first of all The new USA’s President Donald Trump policy) focuses on the local
production and employment stimulationmeasures including the free trade principles
refusal, migration restrictions and so on.
- Natural and ecological factors, which will play more and more critical role in business
stability: Depletion of the natural resources and cost of production growth (as long
as there is no viable alternative to oil and gas) attrition of agricultural land as a result
of aggressive use , climate change , etc. All this will have a significant pressure on the
cost of production in coming years, at the same time increasing the business investments in environmental projects, waste utilization, etc;
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Figure 1. Main macroeconomic trends
- A ll the drivers mentioned above make the picture rather gloomy not showing any
visible reason for the future growth with one exception - high speed of technological
progress that drives innovations in all industries existed, makes new industries come
to the stage. In these circumstances to be successful is equal to be innovative having
the higher absorbtive capacity than competitors. The absorbtive capacity of the business “represents its abilities to identify and to value, assimilate and then utilize any
new knowledge”[5, p.12]. The increasing dynamic of new technologies implementa-
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tion, new product launches is making product life-cycle shorter. As a result, on one
hand the speed of R&D and new product launch comes to the fore as a major source
of future growth and efficiency [4]. On the other hand, it needs investments and raises
the issue of payback period and ROI for innovations. The speed of consumer preferences change on the market is such that companies have to invest into new generation
of products not waited for return on previous investments;
- The digitalization of our life means the change of the way how we produce, how we
deliver and share resources, how we communicate and satisfy our personal demands.
Robots and fully automated production units leads the change in an employment rate
and structure[6].Internet and social mediachange not only the way how people communicate to each other but also seriously reframe the market and competitors pattern.
The communication revolution is the increasing prevalence of virtual, social networks
communication, which provides unprecedented ease of reaching a potential consumer with product information and advertising. Additionally an important consequence
of this is also the information «communism» - most of the information, knowledge
today is “free of charge” every moment available over the Internet. In fact new abilities
of the Internet have already destroyed the legislative rules and instruments that had
protected the intellectual property for more than three centuries.
- The threat of a «second wave» of (if not the “tenth wave”) of the financial crisis. The
situation when there is no linkage between the world GDP and the size of the total
financial market can’t be stable for a long period. As a result,over debt economies
with the lowest price of the money has ever seen in developed countries and high
sometimes barrier high interests rate in developing countries. Both situations are unhealthy fromeconomic point of view.
To sum up the macro economic analyses presented above it should be said that business all over the world is under high pressureof instability and vulnerability. To drive longterm business efficiency economy as a whole and the businesses themselves have to meet
the challenge of finding new sources of innovative growth on one hand and the ways of cost
structure optimization toprovide acceptable from investors point of view level of return on
capital employed.The definition of management innovation is given in [3]. Based on that the
management innovationsis the one of the most attractive ways to tackle these difficult task
as they usually do not need a lot of investments and bringthe results immediately.
It is not easy to find the area for efficiency management innovation inside companies as
starting from 2008 cost efficiency improvement has been on the all businesses daily agenda.
No doubt that the sharing best practices, new technologies and TPM, LEAN and other management innovative tools have not lost their relevance and should be part of the plans for
the future. However, the expectations that the results of this important and necessary efforts will be able to fully offset the impact of negative external factors and challenges is not
reasonable. New solutions to make significant strides towards improving efficiency have to
be found.
Practical experience of performance management in a large FMCG companies («Baltika Breweries», “Russian Aqvacultura”) and scientific researches of the author in innovation area shows the new management innovation stream that should help to maintain and
improve long-term business efficiency called value chain network efficiency management.
The main idea of this efficiency concept is to optimize the whole value chain as the system
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finding the synergy that not reachable by the separate elements (companies) of the value
chain. After that on the second stage to find way how to share this synergy’s effect among
the companies. To describe value chain network efficiency management as a management
innovation the FMCG based value chain scheme is presented below on Figure 3.
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Figure 2. The entire value chain, FMCG business
It clearly highlights the individual chain links and their relationships in the process of
business value creation. In the most cases, each link of the chain is independent legal entity,
having its ownership and management structure, strategy, goals and motivation cascade
tree. The market economy rules declare freedom of individual economic subjects to choose
the performing strategy and tactics on the market, harmonizing their interaction on the
basis of supply and demand price balance. On the one hand, this capitalism basic principle
allows customer to reach from a supplier an optimal price for incoming resources. This
is true in a short-term scale. But, on the other hand, due to the volatility and short-term
nature of relationships between the individual elements of the value chain, doesn’t provide
full synergy effect from the system optimization as a whole, beyond the capabilities of local optima. This is synergy effect is one of the significant sources of business efficiency in
the future. To exploit the potential of this management innovation, it is necessary to create
attractiveness of economic interaction, in which each of the parties would be interested in
improving not only their individual results, but also in enhancing the total efficiency of the
whole chain (part of it) through participation in the overall success and then introduce the
organizational model of this interaction. Below the concrete models based on this value
chain network efficiency management concept are described. All these models have been
already successfully implemented on practice.
Factoring with suppliersor Suppliers Financing. From legal prospective factoring is a
special form of financing that helps the Supplier to be paid by the Bank-Factor for the goods
or services shipped earlier than Customer pays this money according to the contract terms.
Paying for the assignment in the transition of the claim, thereby Bank-Factor finances Supplier’s working capital, but the financing price (interests to pay)is based on the Customer
credit risk calculation as this the consumer who will repay the debt to the Bank-Factor after the transfer when a deferred payment on the original contract with the supplier has
expired. As efficiency management tool factoring is applicable in the situation when Customer’s credit rating and financial strength significantly higher than Supplier’s one, that is
rather popular on practice when a lot of small suppliers work with the much bigger producer.
Mentioned factoring scheme creates an additional synergy effect that is not available to each
of the participants separately. So the Supplier receives financing with better price than it is
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available for him as to a separate borrower due to the fact that higher Customer’s credit rating drives lower interests rate. The Customer has now the possibility to increase the terms of
payment under the contract, improving his own working capital, the Bank-Factor is able to
increase funding of Supplier with less credit risk. It could be called “triple wins scheme”. The
economic-mathematical model of this method is detailed described in [2].
Customer warehousing consignment scheme. The main idea of this scheme is the following: the transfer of ownership of the goods delivered by the supplier to the customer
warehouse, not at the time of delivery and transfer of the right of control and responsibility
for the goods as it usually happens, but at the time of the usage of the goods or in the production process (if the Customer is a Producer) or in the process of its further delivery within
the supply chain to the final Consumer (if the Customer is a Distributor). This scheme allows
the Supplier to reduce safety stocks on their own warehouses. The safety stock is to offset unexpected changes in demand from Customer. Based on that all warehousing costs go down.
Furthermore, Supplier is able to optimize their working capital through later VAT, excise
and income tax payments, to reduce the uncertainty level by automatically receiving information about the movement of goods in the warehouse. The Customer frees up additional
working capital, as in this case, all stocks on consignment warehouse are reflected out of its
balance sheet. In addition, similar to factoring scheme additional positive financial income
is available if there is a visible leverage between Supplier and Customer financial strengths.
It should also be noted that in this model an additional effect can be provided through better planning and services to Consumer, lower level of Out-of-Stocks. The description how to
calculate and share the synergy effect of this model is given in [1].
Summing up the above mentioned examples of the value creation chain network efficiency management enhancing the total and individual efficiencies it should be emphasized
that to implement these management innovations on practice an initiator is needed, a leader
who will take a risk and come over the burden of new way of working launch. This is the
most crucial factor of success based on author’s experience of models implementation.
It should be added that significant opportunities to improve long term business efficiency can be realized through other types of value creation chain network efficiency management models such as clusters, consortia and investment partnerships, which should be
paid attention in practice. However, their detailed analysis lays beyond the scope of this
article.
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