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Abstract

In this study, the authors demonstrate how Supply Chain Management (SCM)
theory has evolved over time and how it applies in the banking industry which
represents as one of the service industries. Various milestones of SCM evolu-
tion in the various industries have been identified by the authors to make it
simpler to grasp. To begin with, the inception of logistics was first introduced
in the 1950s. It was in the 1970s when logistics was first formed. The concept
of supply chain management and the idea of coordinating the activities of en-
terprises within the chain were created in the 1980s. Logistics and supply chain
management were finally separated in the 1990s, and supply chain management
underwent a change. Throughout the early 2000s of global financial crisis, cap-
ital markets were extremely volatile, placing Supply Chain Finance in the spot-
light, and eventually, the banking industry demanded more rigorous study from
the standpoint of SCM. Though there is very little scholarly research in the bank-
ing industry, the authors intend to accomplish supply chain management mod-
el in the banking industry. The outcomes of this study will provide new ave-
nues for research in the supply chain finance and banking industries. Therefore,
this research unlocks the further frontiers for the prospective researchers in this
area.
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1. Introduction

When it comes to Supply Chain Management (SCM), academics have tended to
focus on how to generate more profit during the previous decade. Adding value,

lowering costs, or shortening reaction time is some of the research aims for var-
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ious stakeholders engaged in the industrial supply chain. However, only a small
number of research was conducted in non-profit organizations. In academia, there
is an incredibly small number of research articles that are devoted to SCM in the
banking industry.

To obtain competitive advantages in today’s intensely competitive global econo-
my, Supply Chain Management (SCM) has emerged as a critical component of
business strategy (Simchi-Levi et al., 2008). Since the researchers and managers
began to evolve into the studies and practices of SCM, there has been a signifi-
cant amount of literature published on this subject of study. The majority of ex-
tant definitions of SCM are concerned with the movement of products and in-
formation from suppliers to consumers. As a result, SCM has historically been clas-
sified as a part of Operations Management. SCM is mostly used in industrial sec-
tors, with only a small number of applications in service industries. Over the last
few decades, the service industry has grown in importance as the driving force in
the global economy. Moreover, in tandem with the rapid expansion of the ser-
vice economy, the labor force changed, with a majority of workers transitioning
from the manufacturing sector to the service sector, which is consistent with Clark’s
assumption, which was stated sixty years ago (Lin et al., 2010).

Furthermore, industrial corporations, such as General Motors and IBM, are ge-
nerating more and more incomes from their service divisions. When it comes to
typical manufacturing companies, the majority of their added value is created by
their service constituents (Lin et al., 2010).

Supply chains are widely recognized as the integration of material, information,
and financial exchanges between and across businesses. In order to better under-
stand supply chain management in relation to material flow and process flows, dec-
ades of research have been conducted. The research agenda is constantly expand-
ing. The management of financial flows from a supply chain perspective and in
combination with other flows is called Supply Chain Finance (SCF), but this topic
has gotten little attention (Caniato et al., 2019).

The literature on financial and banking supply chains has been sparse until
recently, despite the vast quantity of academic work committed to Supply Chain
Management (SCM), which mostly focuses on manufacturing supply networks. This
provides us the motivation to close the gap. The following goals are revealed in
this paper:

* To analyze comprehensive secondary data-based literature evaluations on SCM;

¢ To define the SCM and the evolution of SCM in a different area;

* To examine the latest SCM developments and how they affect in the banking
industry.

2. Literature Review

In certain studies, the supply chain management idea is defined as a philosophy
that examines a means of integrating activities inside and between companies in

order to satisfy consumer demands in terms of the supply chain in order to meet
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client needs. In response to corporate organizations’ realization that both con-
sumers and suppliers may have a significant impact on supply processes, a part-
nership view on the supply chain was created, in which associations collaborate
to achieve a higher shared goal. With an integrated mindset, the flow of a distri-
bution channel may be managed between suppliers and end users. During the in-
tegration process, inventory management, organizational structures, sourcing, con-
nected links, supply chain coordination, intra-enterprise communication, cost ma-
nagement, and production direction were all considered (Mukhamedjanova, 2020).
Upstream and downstream connections connect the different companies in a supply
chain, which are then involved in numerous processes and activities that gener-
ate value in the form of goods and services for the ultimate consumer (Habib, 2011).
Figure 1 is a simplified illustration of a simple supply chain.

Suppliers, manufacturers, distributors, retailers, and end users make up the su-
pply chain. A supply chain’s primary goal is to meet customer demands while
simultaneously earning a profit, thus customers are at the center of the chain’s
focus (Habib, 2011). In the beginning, Supply Chain Management (SCM) was
linked to inventory management in a network of suppliers and customers. Over
time, this idea evolved to encompass the management of all operations along the
supply chain (Habib, 2011). By coordinating flows between and among supply
chain stages, SCM aims to reduce total costs. According to this definition, Su-
pply Chain Management (SCM) refers to the process of controlling product,
financial flows, and information both upstream and downstream in the supply

chain.

2.1. Definitions of SCM

Managing the movement of products and services along the supply chain is re-
ferred to as supply chain management. This covers things like storage, shelf life,
analysis of the items procured and the goods sold, and transportation, among
others. To build a net value for an organization, supply chain management aids
in the planning and executing various supply chain activities of that organiza-
tion. It also helps determine market trends related to demand and supply for any
goods or services and synchronizes those trends in order to assess an organiza-
tion’s performance (Jaggi & Kadam, 2016). Customer and other stakeholder values
are added through Supply Chain Management (SCM), which is the integration
of essential business activities from end-users via original suppliers (Desai &
Rai, 2016). In order to meet consumer expectations and enhance the supply

chain’s competitiveness, SCM integrates organizational units along the supply

— > Flow of Goods

< — — - Flow of Information and Money

. >
Supplier Manufacturer Distributor
- — — >\ - — — - — — >

Figure 1. The basic supply chain (Habib, 2011).
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chain and coordinates commodities, information, and financial flows (Dias & Ie-
rapetritou, 2017).

Managing the supply chain adds value for customers and other stakeholders
by distributing products, services, and information from end-users to original
suppliers (Wibowo et al., 2017). There are many different types of companies
and individuals engaged in transporting a product or service from one supplier
to another. This is what is meant by the term “supply chain.” Natural resources,
raw materials, and component parts are transformed into a finished product and
supplied to the ultimate consumer through the supply chain. An organization’s
network that is involved in the many processes and activities that generate value
in the form of products and services that are supplied to the final customer through
upstream and downstream links (Kain & Verma, 2018).

The following summarizes the core supply chain philosophy (Mukhamedjanova,
2020):

1) To see the supply chain as complete and manage the whole flow of commod-
ities from the supplier to the final client using a systems approach;

2) Internal operational and strategic convergence, with a focus on joint efforts
to bring them all into harmony;

3) A focus on the customer to develop distinct and customized sources of cus-

tomer value, which leads to customer happiness.

2.2. Evolution of SCM

A timeline could be used to illustrate the specialization of the idea of supply chain
management from a historical viewpoint. The author has broken the chronology
into five major stages (Figure 2) in the development of SCM in order to make it
easier to comprehend.

A study of the supply chain literature was carried out in order to learn about
previous studies. Prior to the 1950s, logistics was mostly considered to be a mili-
tary function. Specifically, it had something to do with the acquisition, upkeep,
and transportation of military buildings, as well as military goods and people.

Physical distribution and logistics began to be studied and practiced in the 1960s

1970’s 1985°s 2010
Logistics Concept Application of SCM in the SCM in
Development Stage Manufacturing Industry Finance and Banking

1970-1980’s
(Logistics within SCM)

1980-1990’s 1990-2000’s 2000-2010’s

1950’s 1980’s 1995’s P
Inception of the Concept of SCM Application of SCM in the
Concept of Logistics Initial Stage Service Industry [TESCM Model
Figure 2. Evolutionary timeline of SCM.
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and 1970s, with the advent of the internet. Prior to 1950, the logistics industry
has been referred to as the “dormant years” since logistics was not considered a
strategic role.

Around the 1950s, a series of events happened that may be categorized as the
first “transformation”. When physical distribution management in industrial com-
panies was recognized as a distinct organizational function, the importance of
logistics rose significantly (Mukhamedjanova, 2020).

It became necessary in the 1980s to develop a new model of business man-
agement based on the notion of coordinating the flow of raw materials and
completed products not only inside a single company but also across a network
of companies linked by a technological chain. As of this point in its evolution,
the content of the idea of “SCM” changed only little from the enlarged interpre-
tation of integrated logistics, and the concept was virtually entirely influenced by
it.

During the first part of the 1990s, the theory of supply chain management was
separated from logistics, and independent studies of supply chain management
as a science, as well as the sectors where its idea was used in actual operations,
began to arise. There is a change and a split between logistics and supply chain
management in terms of conceptual and semantic categories and individual words.
It is necessary to organize the ideas and words used in logistics and supply chain
management that are currently in use.

The distinction between integrated logistics and Supply Chain Management
(SCM) is defined in the second half of the 1990s and the beginning of the 2000s,
and the functions of control, coordination, and integration in the management
of goods flow are assigned to the concept of “supply chain management” in the
management of goods flow (Mukhamedjanova, 2020). The primary study topics
are focused on the processes of integration and the establishment of strategic al-
liances, as well as guaranteeing the interconnection and management of product
flows, as well as information coordination in order to ensure communications be-
tween the links in the distribution chain. Training courses in a new subject are form-
ed by the general accumulation of theoretical and practical knowledge over a pe-
riod of time.

There is even more in-depth research of the theory and practice of supply chain
management, as well as their application to diverse markets, taking place in the
second half of the twenty-first century. When it comes to developing partner-
ships between the focal firm and the rest of the supply chain, current supply chain
management methods place a strong emphasis on in-house planning and resource
efficiency.

Ferney used the SCM idea to the US National Health Service in 2006. This was
the first SCM study in the service industry. Cigolini looked into the structure of
supply chains for a variety of services, such as vehicle service, food service, com-
puter service, typography, and so on. M. Habib published the first large-scale em-
pirical research in 2009, which thoroughly examined the university’s contribu-

tions and outcomes in the field of SCM in education. Educational supply chain,
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research supply chain and education management are the major components of
the integrated supply chain management model in higher education ITESCM)
used in this study (Habib, 2010).

Digital supply chain management is a critical component of the “Digital Rev-
olution”, and it is becoming increasingly significant (Mukhamedjanova, 2020).
When it comes to the transition to digital manufacturing and Internet commerce,
we must consider logistics as a tool for managing value chains. We must deter-
mine where the changes that should take place in Supply Chain Management
(SCM) should be focused in light of the transition to cyber production. Consider
the changes already brought about by Information and Communication Tech-
nologies (ICTs), such as structural changes of companies, the boundaries of busi-
nesses of the economy, a set of key competencies, business models, and business
strategies, and the importance of Digital SCM in these realities for integrating
business processes into an interstitial of the digital economy of our country be-
comes clear. The efficiency and profitability with which businesses develop and
deliver their products to clients are what distinguishes industry leaders from
those that are falling behind. Companies that want to establish the actual worth
of their business and the outcomes they achieve in a modern competitive global
market must enhance the management of various elements of their operations,
including inventories, costs, assets, and the launch of new goods. Also important
to note is that none of this will be possible without a best-in-class digital supply
chain that will completely revolutionize the world of modern logistics via the use
of blockchain technology. In order to implement end-to-end data integration in
their supply chains, which are organized as a network, even the largest business-
es need the necessary capabilities, resources, and knowledge.

A supply chain network comprises several components, known as supply chain
nodes, which are linked together through flow routes. According to the manu-
facturer, the inventory and goods and information that are sent through these
flow pathways to various nodes of the supply chain have the ultimate objective of
ensuring that customers’ demands are met as efficiently as possible. According
to the research findings on the evolution of logistics and supply chain manage-
ment, these fields are constantly developing and reinventing their methodolo-

gies.

2.3. Financial Supply Chain

Material, information, and financial flows along supply networks have long been
recognized as part of supply chain management as the structure, coordination,
and integration of such flows (SCM). There has been a lot of attention paid to
material and information flows in theory and practice, but little has been done to
analyze and improve money flows (Caniato et al., 2019; Wuttke et al., 2016). Com-
panies did not have to deal with liquidity issues or actively manage their supply
chain’s working capital before the global financial crisis of 2008-2009 since capi-
tal markets were liquid. As a result of the credit crunch during the financial cri-

sis, many suppliers went bankrupt, putting the stability of the global supply chain
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in jeopardy (Hofmann & Belin, 2011).

The importance of partnering with supply chain partners and financial insti-
tutions to manage money flows was beginning to be appreciated by companies
everywhere. They set out on a mission to discover innovative methods for stream-
lining their financial distribution networks (Boer et al., 2015). Financial Supply
Chain Management (FSCM) and supply chain finance, two newly founded aca-
demic fields, were being used to design such solutions (SCF). Because of this,
SCEF is frequently used in place of the more technically accurate word (Gelsomino
et al,, 2016). Through the use of financial institution or technology company-de-
veloped solutions, SCF hopes to improve inter-organizational money flows. Better
cash-flow management is the ultimate goal of better matching financial flows across
the supply chain with product and information movements (Gelsomino et al.,
2016; Lamoureux & Evans, 2011).

SCF provides a set of financial, technological, and managerial tools to help
companies improve working capital management and free up cash trapped in
supply chain processes and transactions (Caniato et al., 2016). Furthermore, SCF
techniques may be used to resolve financial conflicts between suppliers and buy-
ers, therefore strengthening their ties. Unlike buyers, who want to extend pay-
ment terms, suppliers prefer to get money for delivered products or services
sooner. Stronger companies, such as big buyers, typically impose lengthier pay-
ment terms on weaker firms, such as smaller suppliers. Weaker businesses, on
the other hand, are less likely to be able to amass financial resources to sustain
larger levels of working capital, and they also face higher borrowing costs. In the
long term, this leads to supply chain inefficiencies and dangers. By utilizing the
buyer’s high credit rating, SCF may create win-win scenarios for both buyers and
suppliers, such as by offering financing options that allow buyers to defer pay-
ment.

On the other hand, suppliers get paid faster and at a lower rate. Other strate-
gies try to improve the financial health of the supply chain by reducing both
buyer and supplier working capital (Hofmann et al., 2018). Several SCF options
have been discussed in the literature (Caniato et al., 2016). Initial SCF systems
emphasized one-to-one relationships between large buyers and their suppliers,
but more recently, multitier solutions have been developed, which incorporate
companies from different levels of the supply chain and are driven by a focal

firm.

2.4. Supply Chain in Banking Industry

Banks see the tightening of global credit as both a short-term problem and a long-
term opportunity. In spite of the fact that cross-border opened account commerce
between corporations’ accounts for the great majority of cross-border opened ac-
count transactions, research implies that a significant portion will move to a bank-
assisted technique in the coming years. Companies and governments alike have

expressed a desire for banks to facilitate more innovation in supply chains through
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their services (Casterman, 2010; Popa, 2013).

As a general rule, supply chain finance is considered to be the responsibility of
a commercial bank’s lending section. In the case of Buyers, working capital man-
agement is a service offered by relationship banks to their large company clients
in the form of loans. At the same time, they provide their suppliers a variety of pay-
ment alternatives that are prompt (Popa, 2013).

SCEF research has begun to shed light on various tools, and management strate-
gies for efficiently managing and regulating money flows across supply chain par-
ticipants. The relevance of SCF has not lessened since the crisis. Because of the
development of conservative loan models and increasing regulatory capital re-
quirements for banks, resulting in a scarcity of financing for many small and me-
dium-sized businesses (Caniato et al., 2019; Lekkakos & Serrano, 2016).

Large banks were the first to provide SCF services. In response to the increas-
ing demand for SCF, new and novel financing methods emerged, and platform
such as financial institutions and “fintech” later entered the market (Caniato et
al., 2016). As a result, the SCF market is highly fragmented right now. It is not
uncommon for companies to find themselves pushed to join and operate on many
distinct SCF platforms run by banks and financial industry providers (Nienhuis
et al., 2013). Prior to expanding into other areas, SCF’s primary focus was on
improving working capital and liquidity management. Currently, SCF solutions
emphasize the importance of communication and effectiveness (Caniato et al.,
2019).

3. Research Methodology

For the discussion of this research, we use secondary materials such as publica-
tions like books or journals or conference papers or digital libraries. EMERALD,
PROQUEST, the IEEE, ACM, EBSCO, Science Direct, and JSTOR are some of the
famous international journals where academic and practitioner SCM research pa-
pers have been published. An evolutionary timeline and forecasts for the future
were derived from a survey of the literature. The author categorizes SCM in a va-

riety of ways in both the industrial and service sectors.

4. Discussion

It is fairly evident that relatively few researchers performed SCM in the service
sectors and finance & banking respectively. Most of them practiced SCM in the
industrial industry. It seems to be that SCM in the financial & banking organiza-
tions requires more to be investigated in the future.

Bank-assisted transactions are expected to become more common in the fu-
ture years, according to research. Corporations and governments in numerous
nations want banks to innovate more through supply chain solutions. Relation-
ship banks provide working capital management loans to its major corporate cli-
ents. Supply chain financing is often handled by a commercial bank’s lending de-

partment.
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The supply chain management system’s performance depends on the flawless
coordination of all supply chain stakeholders to achieve the desired results. It is a
startling truth that supply chain models are developed by researchers primarily
for the purpose of enhancing company operations. In this illustration, the ma-
jority of financial-based supply chains were depicted as a supportive driver of the
manufacturing-based supply chain process. Furthermore, supply chain banking-
based research is practically non-existent in the academic community.

However, despite the fact that this article is based solely on secondary data,
which is a drawback of the paper, the findings of this study will open up new pos-
sibilities for substantial researchers in order to continue growth in the field of su-

pply chain management and supply chain finance and banking industry.

5. Conclusion

This decade’s research has focused on Supply Chain Management (SCM) across
a wide range of industries. The definition of SCM remains a point of debate de-
spite the growing popularity of SCM research and application. Scholars and prac-
titioners have attempted to accurately describe SCM in numerous ways, with
varying degrees of success. Because of this, SCM has gained traction as a tried-
and-true management method for long-term profitability and growth in a varie-
ty of industries. By focusing on all aspects of the supply chain management process,
this may be done to deliver the correct amount, quality, and scheduling of goods
and services to the right place at the right time.

Specifically, supply chain management, which has become one of the most pro-
minent ideas in the previous 30 years, is examined in this study. The progression
of the development of this notion was taken into consideration, with five major
stages identified. The inception stage refers to the notion of logistics that was first
introduced in the 1950s. In the 1980s, the notion of supply chain management was
developed, as well as the idea of coordinating firms’ operations within the chain.
In the 1990s, the concept of focusing on end-customer needs and other forms of
competition between chains as well as between individual firms was introduced,
along with the separation of logistics from supply chain management and the re-
organization of supply chain management as a whole, all of which were pioneered.

Several service industry domains are examined from a chronological viewpoint
in this article. The researcher used secondary data such as digital libraries, In-
ternet databases, journals, conference papers, and so on, to study SCM research
articles from various angles. SCM has evolved across a variety of industries, in-
cluding manufacturing and service, as well as its potential future applications. How-
ever, the study is restricted since it is exploratory; more research is needed to quan-
tify the impact. Given the nature of this exploratory research project and the
enormous amount of qualitative data that needed to be collected, this was deemed
suitable. However, there is an obvious need for further empirical research and
quantitative analysis in this sector, which the authors are also interested in ex-

ploring.

DOI: 10.4236/ajibm.2022.121002

18 American Journal of Industrial and Business Management


https://doi.org/10.4236/ajibm.2022.121002

M. I. Majumder, M. M. Habib

The authors also dive deep into the development of the financial supply chain.
This paper also discovers that there is a little research obtainable regarding the
banking supply chain and desire to continue to investigate financial supply chain

in the banking sector.
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