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Abstract

This thesis aims at outlining the importance and the value proposition of Fi-

nancial Supply Chain Management to increase shareholder value. According

to recent studies a huge amount of working capital is tied up in the Supply

Chain. Process-oriented activities in the Supply Chain such as qualification,

invoice and claim management and finance-oriented activities such as man-

agement of working capital, valorization and capital appropriation and de-

mand release working capital bundled in the Supply Chain. This is realized

by a reduction in Days-Sales-Outstanding, which consequently shortens the

Cash-to-Cash Cycle. Thus leading to higher liquidity and increased share-

holder value. Understanding that a huge potential lies in Financial Supply

Chain Management can make the difference between competitiveness or fail-

ure, especially in times of crisis, as we experience right now with the global

financial crisis.
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Chapter 1

Introduction

1.1 Problem Statement

In a dynamic market environment, shaped by globalization and contin-

uous technical developments an innovative Supply Chain Management is

paramount. Particularly in times of crisis, as we experience right now with

the global financial crisis, enterprises are forced to sustain or even enhance

profitability. Thus negative impacts on stock prices can be avoided, credit-

worthiness preserved and liquidity (working capital) secured in the middle

and long run. Due to Basel II and the crisis, granting credits is more re-

strictive and the capital market does not provide liquid assets as easily as

in the years before. On the one hand, liquid assets are scarce in financial

crises and on the other hand, the requirements of Basel II request certain

specifications (e.g. equity capitalization) for being granted a credit. There-

fore enterprises need to optimize their liquid situation and detect possible

optimization potentials in their self-financing power. According to recent

studies huge amounts of working capital are tied up in the Supply Chain.

Financial Supply Chain Management is the key to release that working capi-

tal. However, as yet Financial Supply Chain Management is not well known

to business subjects. The main reason is, that financial aspects are assigned

to finance and not to Supply Chain Management. So far Supply Chain

Management has been seen from a physical perspective with the intention

to optimize flows of goods and information in order to create value. It is of
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critical importance that this old view is complemented by a financial point

of view by focusing on the financial flows along the Supply Chain to enhance

shareholder value. Experts argue that the optimization potential of financial

aspects is equal to that of the physical aspects in the Supply Chain. Hence

managing the Supply Chain financially, so called Financial Supply Chain

Management, can significantly improve liquidity and shareholder value.

A point of criticism against Financial Supply Chain Management is, that

parallel and elderly research regarding the use of ratios in SCM, e.g. DCF-

method and EVA-method, are published in connection with Supply Chain

Controlling (SCC). Authors, such as Kummer (2001), Weber et al. (2002),

Weber (2002) and Darkow and Richter (2004) and many more, highlight

the importance of SCC as tool to achieve high operating profit to enhance

enterprise profit. Indeed, this coincides with FSCM. However, no classifi-

cation between SCC and FSCM can be found in literature. Anyway, this

thesis solely focus on FSCM and uses literature published under the term

FSCM.

1.2 Objectives

This thesis aims at outlining the importance of FSCM as a device to increase

shareholder value. The main purpose is to reflect how financial flows in the

value chain can be optimized in order to enhance shareholder value. This

leads to the following research questions:

What is the value proposition of Financial Supply Chain Management?

How can financial flows be optimized?

In how far can Financial Supply Chain Management improve the Supply

Chain Performance?

How do multinationals like Shell use and benefit from Financial Supply

Chain Management?

10



1.3 Structure

The thesis is divided into six chapters:

Chapter 1 of this thesis gives an introduction to Financial Supply Chain

Management by starting with a problem statement and identifying the re-

search questions. The structure of the thesis and applied methods are de-

scribed.

Chapter 2 explains the term Supply Chain Management and gives insight

into the flows of the Supply Chain. The overall corporate governance objec-

tive is Value Based Management, which is elaborated on. Potential research

gaps are identified according to recent studies in the field of Financial Sup-

ply Chain Management.

Chapter 3 defines Financial Supply Chain Management, draws on its dif-

ferent perspectives, explains process-oriented and finance-oriented activities

along the Financial Supply Chain in detail and emphasizes the value propo-

sition of Financial Supply Chain Management. Moreover the problematic

of globalization, thus prolonging the Supply Chain, is discussed.

With Chapter 4 practical experience with Financial Supply Chain Manage-

ment is comprised. An interview with Walter Premauer, Corporate Con-

troller of Shell Austria ltd. was conducted and the results are presented.

Chapter 5 covers the conclusion and Chapter 6 finally deals with future

prospects and limitations of Financial Supply Chain Management.
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1.4 Research Methodology

As this thesis can be classified as a qualitative piece of work, a profound and

accurate literature research was made. As Financial Supply Chain Manage-

ment is a new approach and therefore only recently recognized in literature

and research, particularly research papers published in journals and busi-

ness magazines as well as books, especially from German researchers build

the foundation of this thesis. Regarding the finance part of this thesis, a

vast amount of literature is available and the best and most renowned au-

thors were chosen. In order to estimate the scientific quality of the journals,

such as the International Journal of Production Economics, International

Journal of Logistics Management, Journal of Supply Chain Management,

Supply Chain Management Review, etc., two academic journal rankings are

inquired. The VHB-Jourqual2, a Journal Ranking from the German Aca-

demic Association for Business Research, and the new WU Journal Rat-

ing from the Vienna University of Economics and Business reveal that the

journals chosen are all ranked A and B, although the two rankings differ.

However, the focus lies on renowned journals to guarantee a certain quality

of the papers analyzed in this thesis. To establish a relationship to business

practice a face-to-face interview with Shell Austria ltd. was conducted. The

aim was to make an informal interview with minimum requirements to gain

information beyond predetermined answers. Questions were posed openly

in order to give the interviewee a wide scope. While at the beginning of the

interview immanent questions were asked, in the end exmanent questions

complement the interview.
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Chapter 2

Supply Chain Management

This chapter gives an introduction to Supply Chain Management. At the

beginning Value Based Management is identified as primary business objec-

tive. The necessity of understanding the goals of Supply Chain Manage-

ment is the prerequisite to follow the concept of Financial Supply Chain

Management explained in detail in chapter 3 and 4 in this diploma thesis.

Potential research gaps in Supply Chain Management are identified, which

consequently lead over to Financial Supply Chain Management in chapter 3.

2.1 Value Based Management

Value Based Management (VBM) is the management of enlarging Share-

holder Value (SHV) and can be identified as primary corporate governance

objective. Rappaport (1981) with his initial paper ”Selecting Strategies that

Create Shareholder Values” is the first researcher, who developed a connec-

tion between dividend yield and accounting ratios to calculate discounted

cash flows. The level of free cash flow and its development represent a crite-

rion for sustainability of an enterprise and the pattern of finance influences

SHV (Rappaport, 1981). As these variables belong to long-term financial

planning, the importance of the SHV concept is coherent. The recommended

shareholder value approach derives the value-creating prospects for alterna-

tive strategies from available data. According to Rappaport (1999) the eco-

nomic value of an enterprise (enterprise value), consists of equity and debt
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capital. The amount of equity capital denotes SHV. For SHV calculation

see Table 3.5. Nowadays nearly all enterprises try to adjust their corporate

governance strategy towards maximizing SHV. How a multinational group

like Royal Dutch Shell plc. enhances SHV is dealt with in Chapter 4.

2.2 Definition of Supply Chain Management

The term Supply Chain Management (SCM) dates back to the 1980s, as

SCM was first mentioned in literature by Oliver and Weber (1995). Since

then a multiplicity of different definitions of Supply Chain Management ap-

peared in literature and so far no common definition of SCM exists.1

For this thesis the definition of the Council of Supply Chain Management

Professionals (CSCMP) defines Supply Chain Management as:

”Supply chain management encompasses the planning and management of

all activities involved in sourcing and procurement, conversion, and all lo-

gistics management activities. Importantly, it also includes coordination

and collaboration with channel partners, which can be suppliers, intermedi-

aries, third party service providers, and customers. In essence, supply chain

management integrates supply and demand management within and across

companies” (CSCMP, 2009).

2.3 Flows in the Supply Chain

You cannot put your foot in the same river twice!2 Everything constantly

flows due to continuity. SCM, as flow-oriented approach, deals with the

optimization of flows in the Supply Chain through functional and inter-

organizational integration in and between enterprises (Simchi-Levi et al.,

2008). Figure 2.1 shows the flows in the Supply Chain.

1For a distinction of the terms Logistics and Supply Chain Management and for def-

initions of the latter one inquire, e.g. Weber and Kummer (1998) and Simchi-Levi et al.

(2008)
2This is a quote of Heracleitus, a Greek philosopher, who lived between century 540

and century 450 BC.
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Suppliers’ 
suppliers

Suppliers

Customers’ 
customers

Customers
Service
provider

Service
provider

Enterprise

Flow of information

Flow of rights

Financial flow

Flow of goods        Procurement        Production        Distribution

Figure 2.1: Flows in the Supply Chain. Source: (Pfohl, 2000a)

In business practice, so far primarily flows of goods, information and rights

are optimized. As financial flows are regarded as supporting secondary pro-

cesses, no attention is drawn on financial aspects in most of the cases.

2.4 Research Gaps in SCM

Researchers as well as businesses to criticize that there is a missing link in

SCM. The missing link is the financial aspect of the SC. Although there is

awareness for financial flows in the SC, they still do not receive the attention

they deserve (Enarsson, 2006), (Presutti and Mawhinney, 2007) and (Pfohl

et al., 2007). The following studies circumstantiate the existence of research

gaps in SCM. The fact, that a lot of working capital is tied up in the SC

15



because of long Days-Sales-Outstanding (DSO)3 and corporations working

intricately and not cost-cutting, shows that a huge potential lies in optimiz-

ing financial flows in the SC, so called Financial Supply Chain Management

(FSCM).

2.4.1 Study from Killen & Associates

The California based consulting agency Killen & Associates (2002) con-

ducted a study regarding the Order-to-Cash (OTC) Cycle4 in the SC in the

United States of America in 2002. A significant reduction in process time

for order, delivery and invoice due to optimization in goods and information

processes (SCM) over the last 40 years has been identified. However, the

payment process has not improved as shown in Table 2.1.

1960 2000

Order 4–7 days today

Delivery 14–21 days the next day

Invoice 4–7 days the same day

Payment 45–60 days 45–60 days

Table 2.1: Comparison of Processing Time 1960 – 2000. Source: (Killen &

Associates, 2002)

The outcomes of the study are, that companies have less working capital

tied up in inventory by moving goods more quickly. But payment still takes

about 45-60 days in 2000 as it was the case in the 1960s, so accounts re-
3DSO is a financial ratio, which describes the period of time turnover is locked-up in

inventory of receivables (HJ Klepzig, 2008).
4The OTC-cycle describes the period of time an order is placed till payment for that

order is received (HJ Klepzig, 2008).
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ceivables in 2000 turn slower than inventory. Hence businesses have more

working capital tied up with customers than in their own inventory due to

long DSO (Killen & Associates, 2002).

2.4.2 Empirical Study from the E-Finance Lab

According to a study about Financial Chain Management (FCM) with the

1.000 German top revenue generating corporations conducted by Skiera et al.

(2004), two out of three Chief Financial Officers (CFO) are not satisfied with

their finance processes and about half of them has identified potential for

improvement. The authors established a generic Financial Chain (FC) and

analyzed it. The analysis shows, that huge costs are caused by the following

cost drivers. The process invoice is carried out via mail by two thirds of the

corporations. This amounts to 16 EUR on average per invoice, compared to

2 EUR via electronic data interchange (EDI)5. Averaged 8, 24% of invoices

are criticized. Claims of invoices are expensive. Handling of claims costs

on average 128 EUR. Only 25, 5% of the corporations have their finance

processes permanently documented. These weaknesses extend DSO and in

further consequence deteriorate cash flow. Skiera et al. (2004) identify an

improvement by digitizing the processes and recommend to use IT-systems

to decrease costs and reduce DSO. The details and outcomes of the study

are dealt with in Section 3.4.

5According to Hill and Scudder (2002) EDI is an important class of information tech-

nology used for electronic exchange of standard business documents, such as invoices,

between trading partners.
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Chapter 3

Financial Supply Chain

Management

Based on the identified research gaps in Supply Chain Management and

the necessity of an integrated observation of financial flows in the Supply

Chain, this chapter focuses on the concept of Financial Supply Chain Man-

agement. The financial flows are the key element of Financial Supply Chain

Management and represent the interface of procedural and financial services

and. At the beginning Financial Supply Chain Management is defined and

the different perspectives of FSCM are presented. A further distinction be-

tween finance-oriented and process-oriented approaches along the Financial

Supply Chain is made and the concepts are explained in detail as this part

describes the possible optimization and saving potentials of Financial Sup-

ply Chain Management. This chapter aims at giving a profound insight into

the concept of Financial Supply Chain Management.

3.1 Definition of FSCM

As FSCM is a rather new approach in logistics and only recently recognized

in literature, no common definition of FSCM exists. Thus it is essential

to systematize the different approaches and definitions according to focus

and perspective, with which the authors converge to FSCM. Therefore the

classification of flow of goods, information and funds from Section 2.3 is

18



adopted to further divide approaches into finance-oriented, IT-oriented and

value-oriented. It needs to be pointed out, that the line between these

approaches blurs. The following approaches and definitions given by experts

in the field of FSCM represent the state-of-the-art of science.

3.1.1 Financial Flow Oriented Approaches

Partsch (2000) examines the Management of Working Capital and describes

various instruments for improvement, such as optimization of the flow of

goods (especially the reduction of inventory, i.e. inventory management)

and cash management (focus on management of accounts receivables, ac-

counts payable, deposits received and payments in advance).

Hofmann and Elbert (2000) identify optimization potential in working cap-

ital management for a better financial performance in the SC. The authors

describe an approach called ”Collaborative Cash Flow Management” to

constitute financial flows between the SC actors, e.g. producer, supplier,

customer, procurement market, business market, financial markets, capital

markets and tax authorities.

Control and optimization of logistics-induced financial flows, such as in-

ventory management, handling of these flows and supporting processes, are

observed by Stemmler and Seuring (2003). The authors describe this ap-

proach as Supply Chain Finance (SCF).

Pfohl et al. (2003b) denominate the flow of financial funds in the SC as Fi-

nancial Supply Chain (FSC), which represents the interface between finance

and logistics. The authors distinguish between three different perspectives

of the FSC (see Section 3.3 for explanation of these perspectives).

3.1.2 Information Flow Oriented Approaches

According to Killen & Associates (2002) the ”Financial Supply Chain par-

allels the physical or materials supply chain and represents all transaction

activities related to the flow of cash from the customer’s initial order through

19



reconciliation and payment to the seller”.

The term FSCM emerged most notably in connection with software prod-

ucts from SAP plc. (Siebert and Strohmeier, 2006). Pfaff et al. (2004a)

established the basis of FSCM. They define the FSC as the monetary part

of the logistics chain, which parallels the logistics supply chain. The focus

lies primarily on the processes of business initiation and business handling

supported by IT solutions.

Skiera et al. (2004) conducted a study with 1.000 German top revenue gen-

erating corporations about Financial Chain Management (FCM).1. The

Financial Chain (FC) equals in most points the above mentioned Financial

Supply Chain. According to Skiera et al. (2004) FCM is responsible for

controlling and monitoring the financial flows in an enterprise.

According to Brandt (2004), FSCM optimizes the whole financial process

along the SC on an inter-organizational level.

Hofmann (2005) gives a working definition of Supply Chain Finance: ”Lo-

cated at the intersection of logistics, supply chain management, collabora-

tion and finance, SCF is an approach for two or more organizations in a

supply chain, including external service providers, to jointly create value

through means of planning, steering, and controlling the flow of financial

resources on an inter-organizational level”.

Another definition was given by Gomm in his dissertation thesis. According

to Gomm (2008) Supply Chain Finance (SCF) is the inter-organizational

optimization of finance as well as the integration of finance processes with

customers, suppliers and service providers to increase the value of the in-

volved corporations.

1See Section 3.4 for detailed description of FCM
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3.1.3 Value Oriented Approaches

In recent literature authors try to connect logistics (as a central part of

SCM) directly to the enterprise value to deviate the value added of logistics

(Lambert and Burduroglu, 2000) and (Shapiro, 1992). According to Lam-

bert and Burduroglu (2000) logistics manager have to measure and commu-

nicate their contribution for the customers, supply chain partners and for

their own enterprise value. In connection the following six approaches are

discussed: customer satisfaction analysis, customer value-added approach,

total cost analysis, analysis of profitability, strategic profit model as well as

value-oriented approaches.2

3.1.4 Summary

Summing up, it can be said, that various definitions and approaches of

FSCM exists in literature. Diverse perspectives with varying approaches

lead to different definitions. However, whether authors speak about Supply

Chain Finance, Financial Supply Chain, Financial Chain or Financial Chain

Management, FSCM is the umbrella term of financial matters in the SC. In

other words FSCM can be classified as financial management in the SC.

Based on VBM, Pfohl et al. (2007) established a concept (Figure 3.1) ar-

ranging the above mentioned definitions in the corporate governance frame.

This Figure classifies the elements of FSCM in the value-oriented frame and

provides an overview.

To get a more comprehensive idea of the term Financial Chain Manage-

ment see Section 3.4, which explains the whole concept in detail. Supply

Chain Finance is discussed in Section 3.5.

3.2 Objectives of FSCM

Although there are various definitions and perspectives of FSCM, the ob-

jective is clearly stated – to improve enterprise value respectively SHV, so

called VBM.
2For more information inquire Lambert and Burduroglu (2000).
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Enterprise
(value orientation)

Logistics                          Finance

Financial Supply Chain Management
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financial
logistics
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Inventory 
management

Collaborative 
planning

E-invoicing

Claim 
management

Current assets

Capital assets

Figure 3.1: Classification of FSCM in the Value-Oriented Frame. Source:

(Pfohl et al., 2007)

Pfohl et al. (2003b), (Skiera et al., 2004), (Pfaff et al., 2004a), Hofmann

(2005) and Brandt (2004) – virtually all notable authors in the field of

FSCM identify the reduction of working capital, the decrease in financial

process costs and the improvement of cash flow planning as objectives.

3.3 Perspectives of FSCM

Pfohl et al. (2003b) and Hofmann and Elbert (2000) differentiate between

three perspectives on the FSC. The functional perspective examines partic-

ularly finance, investment and accounting. Whereas the institutional per-

spective deals with the actors in the FSC. The connection between relevant

flow and stock figures is explained in the financial perspective.
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The most important elements of the three perspectives are illustrated in

Table 3.1.

Perspectives/ Functional Institutional Financial

Elements Micro/Macro Actors

- Procurement - Logistics providers - Process costs

- Production - Industrial enterprises - Contribution

Established - Distribution - Commercial enterprises margin

understanding - Marketing - Customers - Current assets

of the SC - Logistics - Suppliers - Capital assets

- Departments of the

service division

Enhanced - Accounting - Investors - Capital costs

understanding - Finance - Financial service - Cash flow

of the SC - Investment providers - Return

Table 3.1: Established and Enhanced Understanding of the SC from Differ-

ent Perspectives. Source: (Pfohl et al., 2003b)

3.3.1 Functional Perspective

Logistics with its interface and interdependencies with procurement, pro-

duction, distribution and marketing combined with finance, accounting and

investment build the functional perspective (Pfohl et al., 2003b). The latter

three are responsible for evaluation, maintenance and enhancement of the

financial performance and therefore explained in detail.

23



Investment

Investments are measures, which qualitatively and quantitatively change or

hedge capacities in procurement, production, distribution and reversal. In

other words, investment is understood to be the acquisition of an asset for

long-term usage (Thommen and Achleitner, 2006). This definition is based

on a broad investment understanding, which current assets, capital assets,

and know-how are assigned to (Pfohl et al., 2003b). Investments can be

further differentiated according to their object-relation in material, immate-

rial and financial investments, and according to their intention respectively

impact in net investments and pure investments (Schäfer, 2002). Material

investments concern the procurement of production facilities, semi-finished

and finished goods and are related to capital assets and current assets. In-

vestments in research and development, as well as investments in marketing

and education are immaterial investments. Through financial investments

titles for receivables and participation are acquired (Pfohl et al., 2003a). Net

investments are subdivided into investments for foundation and enlargement.

Pure investments are organized in initial, rationalization, rearrangement, di-

versification and assurance investment (Schäfer, 2002).

Finance

With every investment another inevitable question arises: how to finance

that investment. Finance is divided into equity and debt capital (Schäfer,

2002) and (Madura and Fox, 2007). Equity capital results from turnover,

retained earnings, amortization, provisions and deposits from the business

owners or shareholders’ equity. Debt capital means credit from lenders

or government subsidies (Thommen and Achleitner, 2006). Another dif-

ferentiation can be made into short-term, medium-term, and long-term fi-

nance. If financial resources required and existing financial resources are con-

trasted over-funding, under-funding and demand-oriented funding emerge.

Over-funding has an impact on the probability of the corporation, whether

under-funding limits growth of corporations. If both are balanced, finance

is demand-oriented (Pfohl et al., 2003a).
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Accounting

Accounting collects, organizes and systematizes inventory on a quantity and

value basis and financial flows and output flows according to type, volume

and value (Thommen and Achleitner, 2006). The quantitative measurements

in accounting are divided into quantity variables (e.g. quantity of produc-

tion) and value variables (e.g. value of production). Furthermore accounting

is subdivided into internal and external accounting (Madura and Fox, 2007).

Internal accounting comprises cost accounting, performance measurement,

finance accounting, liquidity analysis and investment accounting. External

accounting encompasses accounting related to tax and commerce law and

consolidated financial statement. External accounting reports to corporate

management (Pfohl et al., 2003b).

3.3.2 Institutional Perspective

The institutional perspective deals with the actors in the FSC.

Macro–Institutional Actors

Traditionally suppliers are important actors in the SC. The suppliers’ goods

and services are integrated in the production process of another corporation,

the industrial enterprise or commercial enterprise. Industrial enterprise pro-

duce material goods, which they further sell to commercial enterprises. The

commercial enterprise buys goods on own name and at own account and

sell them unmodified to the customers (Pfohl et al., 2003b). The trans-

port between these actors can be conducted by a logistics provider. As

traditional tasks of logistics providers, transport of goods and inventory

management are named. However, value-added services such as research

and development, production, marketing and general administrative mat-

ters (procurement, order management, payment, customer relation manage-

ment and after-sales-services) are becoming more important. Commonly

networking increases. Third-Party-Logistics-Providers and Fourth-Party-

Logistics-Providers provide holistic SC solutions (Pfohl et al., 2003b).

In the FSC the circle of actors is expanded by financial service providers,

banks and investors. Financial service providers are especially leasing corpo-
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rations and insurances, which offer e.g. financial services, forward contracts

for commercial papers and underwriting. Moreover M&A-service agencies

and rating agencies, although providing solely information and advice ser-

vices, are part of financial service providers in the FSC (Pfohl et al., 2003b).

Banks are major banks, virtual banks, state banks, investment banks and

savings banks. Venture capital enterprises, public-law lenders, institutional

investors, private investors and funds are among the investors. A special

form of capital appropriation, indeed the exclusive allocation of equity cap-

ital is the corporate objective of Venture capital enterprises (Pfohl et al.,

2003b).

Micro–Institutional Actors

Departments of the service division in the SC, like the logistics depart-

ment, are complemented by finance and accounting departments in the FSC

(Pfohl et al., 2003b). Problems with allocation of rights and duties, i.e.

interface problems are center of consideration. Responsibilities and intra-

organizational task sharing needs to be clarified. Possibly new vacancies are

established in the FSC (Pfohl et al., 2003a).

3.3.3 Financial Perspective

The financial perspective addresses flow and stock figures.

Flow Figures

The financial perspective reflects the flow of financial funds. By way of ex-

ample, on the one hand expenses for input factors arise, on the other hand

revenue is generated by selling the products or services. Moreover finan-

cial flows between enterprises and money and capital markets respectively

owners and creditors are existent. The flow of financial funds can be fur-

ther divided into flows tieing up, releasing, supplying and depriving capital

(Pfohl et al., 2003b).
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Stock Figures

The equivalent of business capital is assets. Assets are divided into capital

assets and current assets, required and neutral assets, material and monetary

assets as well as free and fixed reserves (Pfohl et al., 2003b). Capital assets

in the SC are e.g. warehouses. The sum of all goods and commodities of the

actors in the SC belong to current assets (Madura and Fox, 2007). Stock

figures are displayed in the financial statement, more precisely the source of

capital on the liabilities side and the capital appropriation on the asset side.

Connection between Flow and Stock Figures

According to Schäfer (2002) flow and stock figures have a transforming

connection. The author argues that flow figures change stock figures. In-

deed, positive flow figures such as payment, earnings or revenues increase

stocks and negative flow figures in form of expenditure and expenses de-

crease stocks. Process costs, contribution margins and current and capital

assets represent flow and stock figures in the traditional understanding of the

SC, complemented by capital costs, cash flows and returns in the enhanced

understanding (Pfohl et al., 2003b).

3.4 Process–Oriented Approaches in FSCM

Primary processes used improvements in Information and Communication

Technology (ICT) for automation, internal and external integration as well

for reclassification of the value chain. (Franke et al., 2005) The authors

argue, that on the contrary, financial flows are not straightened on process

optimization in most of the cases. Financial flows are seen as supporting

secondary processes. Considering that on average one-fourth of the whole

IT-budget is expended for financial flows according to Skiera et al. (2004),

taking a look on possible optimization potentials can make the difference

between losing or succeeding, especially in times of crisis.

The FC parallels the physical SC and describes the financial flows on inter-

corporation levels with the objective to optimize these flows in order to
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shorten the Cash-To-Cash (CTC) cycle3.

As mentioned in Section 2.4.2 Skiera et al. (2004) established a generic

concept of the FC.
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Figure 3.2: Generic Financial Chain. Source: (Skiera et al., 2004)

Figure 3.2 shows that the Financial Supply Chain is organized into two

subprocesses: Financial Trade Enablement and Financial Trade Settlement,

the former preceding and the latter succeeding fulfillment. The process

can either be seen from the buyer’s point of view called Order-To-Cash

(OTC) cycle on the procurement side or from the vendor’s point of view as

Purchase-To-Pay (PTP) cycle4 on the distribution side (Skiera et al., 2004)

and (Hofmann and Elbert, 2000).
3The CTC-cycle is a ratio showing the duration of capital commitment. In other words,

the CTC cycle describes the period of time till outpayment is compensated for incoming

payment.
4The PTP-cycle is a ratio showing the period of time goods are purchased till payment

for that purchase is made (HJ Klepzig, 2008).
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3.4.1 Financial Trade Enablement

The first part of the subprocesses deals with business initiation.

Qualification

The qualification process is the beginning of the FSC with a check of identity

and creditworthiness of the customer, which takes on average 27 days. 56%

of the corporations use information about delayed payment to distinguish

their customers in comparison to 22% not using any information about cus-

tomer payment history in the qualification process. Only 17% include claim

information about customers in their decisions (Skiera et al., 2004). Brandt

(2004) argues that in the PTP-cycle IT-solutions for Supplier Relationship

Management (SRM) facilitate vendor validation. In the OTC-cycle, which

deals with customer solvency checks, an integration of databases from credit

rating agencies in corporations’ own systems ease the evaluation.

What is of importance is that results of the qualification process affect the

other process steps. For instance, for a customer with a poor creditworthi-

ness higher prices in the pricing process need to be charged or an insurance

against shortfall in payment needs to be negotiated to compensate risks

(Skiera et al., 2005).

Finance

After qualification, finance and therefore primarily the different financing

forms are evaluated. A first step in the PTP-cycle is the decision whether

to finance the goods with own funds, called in-house financing or outside

financing with a supplier credit or by borrowing from financial institutions

(Skiera et al., 2004). Finance decisions can only be made if the procur-

ing corporation has an overview of the current and prospective liquidity

situation. Brandt (2004) points out that integrated cash and treasury man-

agement systems allow a high-grade liquidity planning. Via treasury-portals

the daily updated liquidity planning can be accessed. If an in-house financ-

ing is not feasible a supplier credit, the most frequent used credit form in

business to business (B2B) is negotiated (Vlachos, 2004). In the OTC-cycle

the supplier as creditor has to check the creditworthiness of the customer. In
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return the supplier can revert to the customer evaluation from the qualifica-

tion process. In addition Brandt (2004) believes that a current and complete

overview of customer relationship including history of partnership, status of

open account and open orders needs to be obtained. Those informations are

provided by Customer Relationship Management (CRM) Systems, which

can be accessed via portals. Alternatively a loan from a financial institution

can be taken out. The finance of a credit can be accelerated via internet, but

it depends on the type of credit, such as direct online assignment of capital

loans. Skiera et al. (2005) indicate that the involvement of financial insti-

tutions without IT-support, in this case telephone calls and correspondence

has the potential to considerably prolong the business process.

Pricing

Prices as well as discounts, sales terms and delivery conditions are deter-

mined in the pricing process. The supplier consults financial accounting

and Enterprise-Resource-Planning (ERP) Systems, like CRM to get infor-

mation about ordered quantity of goods, paid prices, number and reasons

for claims, payment history and exhaustion of credit lines in the OTC-cycle

(Skiera et al., 2004).5 Based on that information the vendor is able to al-

locate customized prices. For instance, a customer who settled an account

rather quickly can be granted better conditions and prices than a customer

who took advantage of or even exceeded the payment target. Skiera et al.

(2004) discovered that the pricing process is very time-consuming and on

average 26 days are needed till completion. Only 14% negotiate payment

terms frequently, 30% seldom and 31% particularly rare. The rest is indiffer-

ent. In the PTP-cycle dynamic pricing methods such as auctions and online

market places take on greater significance because they can decrease han-

dling times (Skiera et al., 2005). Electronic procurment via market places

offers a standardized range of products from different vendors. Consequently

customers can choose the cost-saving alternative online (Brandt, 2004).

5ERP-systems are integrated software packages supporting nearly all processes in an

enterprise, such as procurement, production, distribution, accounting, human resources,

etc. (Brandt, 2004).
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Hedging

Every business involves risks, for example logistics risks as product, quality

or damaging risks and financial risks as currency, credit or payment risks

(Pfohl et al., 2007). It is obvious that hedging against risks is inevitable.

Therefore the contracting parties are trying to limit risks in the hedging

process with the goal to quantify risks and compare them with the costs

of risk hedging (Skiera et al., 2005). So the necessity of risk hedging can

be recognized and a partner for hedging can be found. Payment guarantee,

trust services and credit insurance are well-established hedging instruments.

According to Brandt (2004), (Skiera et al., 2004) and Pfohl et al. (2007) a

central computer-based risk management makes a real time illustration of

risk potentials possible and assists with finding suitable hedging instruments.

3.4.2 Financial Trade Settlement

The second part of the subprocess deals with handling the business.

Invoicing

After the physical fulfillment is completed, that is the buyer received the

order, the vendor generates an invoice and forwards it to the buyer. The

quality of invoicing is of great importance for the following process steps,

as it facilitates the auditing and claim management. Moreover DSO are

influenced by the formal and material accuracy of the invoice (Brandt, 2004).

According to Skiera et al. (2004) this process is carried out paper-based

via mail in 67, 3% of the cases, leading to high handling costs and time

delays. The costs of consignment via mail are 8 times higher than via EDI

systems, expressed in numbers 16 to 2. Killen & Associates (2002) and

Skiera et al. (2004) recommend an electronic invoicing (e-Invoicing) system,

like Electronic Bill Presentment and Payment (EBPP) to reduce costs and

accelerate the process. Invoices and payment can be made electronically due

to new standards in data transmission. EBPP allows an 1:n relationship

between business partners and a flexible integration of the enterprise-own

ERP systems. Moreover it exculpates personnel, who can instead focus on

accounts receivable management (Brandt, 2004).
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Auditing

Auditing follows invoice. This process step was introduced ex post by Pfaff

et al. (2004a) and does not appear in the study from Skiera et al. (2004).

The buyer checks the invoice for accuracy in the PTP-cycle. This step can

be optimized by a direct connection of the business partners. As mentioned

above, e-Invoicing enables the handling of auditing directly via workflow

processes, instead of manually processing or even scanning of invoices for

further computer-based handling (Brandt, 2004). In the OTC-cycle the

vendor squares the received payments with the issued invoices. EBPP ac-

celerates this process due to automatical allocation (Skiera et al., 2005).

Claim

If invoicing errors are detected in the auditing process, claim management

is responsible for handling. (Skiera et al., 2004) identified that on average

8, 24% of invoices are criticized. Reasons for claims from the buyer’s point of

view (PTP) can be wrong delivery or delivery does not meet the negotiated

requirements, the invoice does not account for the negotiated price, the full

price was charged although installments are outstanding or the invoice has

formal errors (Brandt, 2004). Normally customers will only settle accounts

if the claim is resolved. The vendor (OTC) has to handle the following dis-

advantages due to claims.

First, the handling of claims is extraordinarily time–consuming and causes

high process costs. According to the study from Skiera et al. (2004) on aver-

age 2,86 departments are involved in claim management and this generates

costs to the amount of 128 EUR per claim.

Second, claims potentially affect the relationship between suppliers and cus-

tomers, most notably if the reason for the claim is a wrong price. This

often results from negotiated individual prices not communicated to staff in

charge of invoicing. For instance, 83% of claims in the European chemical

industry are attributed to errors in prices. It is not a surprise that 75% of

customer’s claims are recognized as justified by the corporations (Brandt,

2004).

Third, claims have a negative impact on DSO and continuatively on the
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whole cash cycle. The impact is greater if invoices are handled paper-based

because wrong invoices are usually recognized at a later date prolonging

DSO (Skiera et al., 2005).

Claims can be avoided by both suppliers and customers by introducing

e-Invoicing Systems such as EBPP. Errors in invoicing are eliminated or

if there are any, they can be detected more rapidly and corrected online

(Siebert and Strohmeier, 2006). To standardize the claim process, dispute

management solutions are appropriate. Required data and information for

the handling of claims can be centrally gathered and processed. With dis-

pute management the German SAP plc. subsidiary reduced the average

claim handling time from 31 days to 14 days within one year (Brandt, 2004)

and (Siebert and Strohmeier, 2006).

Payment

Payment is the last subprocess in the Financial Chain. In the PTP cycle

payment follows auditing. Payment is made predominantly via check or

bank transfer (Skiera et al., 2004).

Brandt (2004) argues that these forms of payment cause huge transaction

costs, above all in groups with a decentralized corporation structure. There-

fore corporations should establish an internally virtual inhouse bank to han-

dle intra-group and external payments. An inhouse bank facilitates the

PTP and OTC-cycle by providing the following services: netting, cash pool-

ing and payment factory.

The main purpose of netting is to reduce bank fees due to a reduced num-

ber of external payments and an internal cost decrease by automation and

acceleration of workflows. On the one hand intra-group accounts receivables

and accounts payables are balanced to reduce transfers between the group.

On the other hand transfers to external suppliers are bundled. Cash pooling

clears assets and liabilities (inpayment and outpayment), reduces the num-

ber of external finance dealings and lowers costs. Cash pooling is suitable

for large-scale businesses with a multiplicity of accounts per bank. In the

payment factory the whole intra-group and external payment transactions

are centrally and automatically handled. Huge amounts of data are pro-
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cessed, high level of security standards are ensured and assistance in finding

the best banking connection is provided (Brandt, 2004).

Optimization Potential in the Financial Chain

Skiera et al. (2004) identified qualification, invoice and claim as value drivers

in the FC.

Qualification Finance Pricing Hedge Invoice Claim Payment
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Figure 3.3: Optimization potential in the subprocesses of the FC. Source:

(Skiera et al., 2004)

Figure 3.3 shows that the subprocess financial trade settlement with invoice

(26%), claim (19%) and payment (14%) has on average a higher optimization

potential than financial trade enablement with qualification (19%), finance
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(13%), pricing (16%) and hedging (10%). Due to multiple answers the per-

centages in sum do not comply with 100.

For the three process steps with the highest identified potential an analysis

in Figure 3.4 shows the value proposition of FCM. The quality in the qual-

ification process can be improved by connecting internal and external data

and by automating the process. This lowers failures, improves accounts re-

ceivables and cash flow, facilitates assessment for down payments, provides

relevant data at any time and reduces warehousing for the supplier, which

implies that goods are more rapidly available for the customer. (Pfaff et al.,

2004a). Invoice has a great savings potential due to e-Invoicing solutions,

which accelerate the whole process, reduce DSO, increase liquid assets and

save costs. Cash flow improves consequently (Pfaff et al., 2004a) and (Skiera

et al., 2004). The objective of FCM is to reduce claims by an improvement

in information flows between the departments and businesses involved in

the transaction process and to standardize the claim process (Skiera et al.,

2004). Once again, this reduces DSO, shortens the CTC-cycle, increases

liquid assets and saves a lot of money (Pfaff et al., 2004a).

Thus weaknesses are identified in the subprocess and in the relevant

influencing factors, such as reduction of process time, automation level, op-

timization of IT, optimization of processes, standardized processing, out-

sourcing and interfaces between subprocesses (Skiera et al., 2004). Pfaff

et al. (2004a) identify the following savings potential in Table 3.2 broken

down into three dimensions: quality, time and costs.

Value Proposition of Financial Chain Management

Based on the above identified optimization potentials and solutions, the

following conclusion concerning the value proposition of FCM can be drawn:

Automation, standardization and integration in the FC are the key elements

for improving the FC performance. This reduces DSO, releases working

capital tied up in the chain, improves cash flow and shortens the CTC-

cycle. The consequence is improved SHV, which meets the requirements of

VBM as primary business objective.
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Figure 3.4: Impact of Qualification, Invoice and Claim on Shareholder Value.

Source: (Pfohl et al., 2003a)

Quality Time Costs

- Integration of internal - Reduction of time - Reduction of finance,

and external data in the FC processing, process,

- Realtime queries - Reduction of the transaction, personell

- Automation of the FC cash cycle and capital costs

- Transparent financial - Efficient - Reduction of

processes cash management failure, liquidity

and other risks

Table 3.2: Optimization Potential in the Financial Chain. Source: (Pfaff

et al., 2004a)
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Section Summary

As mentioned in Section 2.1, VBM is the main corporate governance ob-

jective. FSCM has the potential to achieve higher SHV by generating cash

bundled in the SC. This section analyzes FSCM from a process-oriented

point of view. Due to a study conducted by Skiera et al. (2004) a generic

Financial Chain was established to detect financial optimization potential.

Skiera et al. (2004) identify the highest optimization potential in the process

steps qualification, invoicing and claim and offer solutions along with Pfaff

et al. (2004a). Automation, standardization and integration in the FC are

the key elements to improve shareholder value.
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3.5 Finance–Oriented Approaches in FSCM

This section describes the field of responsibility of SCF from a finance-

oriented point of view. Working capital management, management of val-

orization and management of capital appropriation and demand represent

those field of responsibility, which label SCF due to their concurrence, ex-

pressed by the interface of the three elements in Figure 3.5.

  

Management of capital 
appropriation and demand

Management of 
valorization

Management of 
working capital

Supply Chain 
Finance

Figure 3.5: Field of Responsibility of SCF. Source: (Pfohl et al., 2003b)

3.5.1 Working Capital Management

Working capital, also known as net current assets, has an influence on cash

flow in the SC (Pfohl et al., 2003b). Working capital is calculated in Ta-

ble 3.3.

Working capital, which is financed through interest-bearing assets, belongs

to current assets. Accordingly inventory, accounts receivables, liquid assets

and accounts payables are analyzed.
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Inventory

+ Accounts receivables

+ Liquid assets

+ Down payments made

− Accounts payables

− Down payments received

= Working capital

Table 3.3: Working Capital Calculation. Source: (Hohenstein, 1990)

Inventory means stock in inventory, as well as inventory in the whole distri-

bution system (Pfohl et al., 2003b). Thus inventory ties up capital which is

not available for operational businesses and investments.

Accounts receivables exist on two interfaces of the SC. On the distribution

side, accounts receivables are balanced through payment in cash, electronic

cash or transfer. On the procurement side, accounts receivables occur due to

ex post trade terms clearing. Level and due date for payment are differing

among suppliers. Payment receipt is not linked to invoice or development

of accounts receivables. This field offers optimization potential (see Sec-

tion 3.4.2).

Pfohl et al. (2003b) argues that liquid assets emerge on the interface of

the distribution side of the SC. The customers, who settle payments in cash

bring liquid assets into the corporation. In many cases subsidiaries receive

the cash and transfer it afterwards to the headquarter. The different places,

where capital is bundled, need to be analyzed.

Accounts payables exist adverse suppliers on the procurement side of the

SC. They can be settled via direct transfer onto the supplier’s account or

via financial service providers. Analysts promise great cash flow improve-

ments due to high level of accounts payables.

For the management of working capital the CTC-cycle plays an important
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role. The shorter the cycle time, the more liquid is the enterprise. Impact

factors for the CTC cycle are shown in Table 3.4

Maturity of inventory

+ Maturity of accounts receivables

− Maturity of accounts payables

= Cash-to-Cash Cycle

Table 3.4: Cash-to-Cash Cycle Calculation. Source: (Hohenstein, 1990)

For optimizing cash flow, negative working capital and short CTC-cycles

are paramount. Concerning Working Capital Management (WCM) the fol-

lowing approaches are discussed:

Inventory Management

Inventory Management (IM), as the word implies, is occupied with stocks in

the enterprise. The objective of IM is to reduce working capital by reducing

inventory (Partsch, 2000). Pfohl et al. (2003b) argues that an integration of

supply chain and value chain by analyzing inventory appearing at interfaces

can substantially lower inventory. Moreover arrangements with suppliers

about delivery service improves IM. The author brings forward the argu-

ment that a differentiation of delivery service into strategic and non-strategic

customers can support downsizing safety stock. Inventory of non-strategic

products need to be minimized.

On an inter-corporation level inventory should not be limited to diverse

value-added steps. Instead, Lohmann (1999) means that the relationship

between supplier and buyer should be fostered to enhance delivery depend-

ability.

Pfohl et al. (2003b) argues that financing costs for inventory can be reduced

by integrating the actors of the FSC. Enterprises have to face administrative

expenses for redundant processes and individualized, usually high finance in-

terest rates. Due to coordination between the actors these expenses can be
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marked down.

Cash Management

Cash management aims at achieving short CTC-cycles, low capital commit-

ment, as well as high cash flow and liquidity by managing accounts payable,

accounts receivable, down payments and installments (Partsch, 2000). The

author argues that accounts receivables should be demanded as early as pos-

sible and accounts payables should be payed at the latest possible date.

Regarding payment of accounts payable, creditworthiness must not deterio-

rate. Pfohl et al. (2003b) identify the management of accounts payable and

accounts receivable amongst others as drivers for working capital reduction.

In the context of management of accounts payable, negotiating prolonged

respectively extended payment targets with suppliers or realizing cash dis-

counts due to early payment affects working capital positively. The higher

the market power or market position, the better is the negotiating power.

Attention needs to be drawn to the trade off between minimizing working

capital and sustaining supplier relationship. A reduction in working capital

can possibly worsen the service level and service quality of suppliers.

Accounts receivable management is responsible for specification of financing

credit guidelines, as well as acceleration of invoicing (Pfohl et al., 2003b).

The author argues that the objective of accounts receivable management

is to avoid high status of claim due to extended payment targets and high

credit default risks. Thus transparent pricing and tariff structures of invoic-

ing and IT-based processing represent the foundation of efficient accounts

receivable management.6

Process Management

The line between process management, inventory management and cash

management blurs. An improvement in working capital based on these ap-

proaches often comes with changes in processes, which requires a parallel

examination of inventory and cash management on the one hand and process

management on the other hand (Pfohl et al., 2003b). The origin for improve-
6Skiera et al. (2004) discuss these factors in Section 3.4.2.
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ment of working capital can be a process on its own. Therefore an analysis

of enterprise processes is of importance. According to Partsch (2000) espe-

cially lead time and delivery time are enhanceable. Process management in

SCF aims at minimizing the procure-to-pay-cycle on the procurement side

and the order-to-cash-cycle on the distribution side, as shown in Figure 3.6.

  

• IT-connection of suppliers to 
  ERP systems 

• Handling of supplier invoices
• Delivery
• Audit
• Clearing
• Payment
• Archiving

• Handling of claims

• IT-connection of customers to 
  ERP systems 

• Offer of payment methods

• Reduction of shortfall in 
  payment by risk management

• Handling of claims

Managment of
working capital

Enterprise Distribution sideProcurement side

Procure-to-pay cycle Order-to-cash cycle

Figure 3.6: Working Capital Management in Process Management. Source:

(Pfohl et al., 2003b)

As the emphases in Pfohl’s argumentation of process management coincide

with and are explained in more detail in the study from Skiera et al. (2004),

no further explanation is given at this point.7

7See Section 3.4 for Skiera’s concept of a generic FSC in detail. This study is a

comprehensive approach, which divides the FSC into process steps to detect possible

optimization potentials and value drivers in the FSC. Pfohl’s procure-to-pay-cycle parallels

42



Pfohl et al. (2003b) points out the importance of the payment process in

SCF, shown in Figure 3.7.8 The author argues that the trade off between

buyers longing for flexibility in the payment process and vendors longing for

immediate payment for their goods sold need to be weighted up. After all

the field of responsibility of SCM does not end with supplying the customer,

but with the customers settling the account. Only then, the enterprise gen-

erates value-added.
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Delivery is 
refused
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Figure 3.7: Handling of Payments in SCF. Source: (Pfohl et al., 2003b)

the purchase-to-pay-cycle in Skiera’s model.
8On the contrary, Figure 3.3 shows that in the study from Skiera et al. (2004) payment

has not been identified among the value drivers with the highest optimization potential.
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3.5.2 Management of Valorization

The common objective of all actors in the SC is an increase in enterprise

value, expressed as shareholder value.9 According to Rappaport (1999) and

Pape (2004) methods for determining enterprise value can be divided into

traditional methods (substance-oriented evaluation methods and capitalized

earning power methods) and capital-market-oriented methods (Discounted

Cash Flow Method, Shareholder Value Approach, Economic Value Added

Method and Cash Flow Return on Investment Method). This thesis engages

solely with capital-market-oriented methods. Exemplarily for SCF, SHV is

calculated according to the Discounted Cash Flow Method and the Economic

Value Added Method.

Discounted Cash Flow Method

With the Discounted Cash Flow (DCF) Method, Rappaport (1999) estab-

lished a valid and effective method that is used from its appearance in 1986

till today. On the basis of this method, SHV is calculated from the differ-

ence between enterprise value and market value of debt capital, shown in

Table 3.5.

Enterprise value

− Market value of debt capital

= Shareholder Value

Table 3.5: Shareholder Value Calculation. Source: (Rappaport, 1999)

Table 3.6 shows the three components of enterprise value.

Present value of free cash flows during forecasting period

+ Present value of declining balance

+ Market value of convertible securities

= Enterprise value

Table 3.6: Enterprise Value Calculation. Source: (Rappaport, 1999)
9See Section 2.1 for detailed information about VBM.
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Especially the present value of Free Cash Flow (FCF) deserves attention

due to its impact on the FSC. Therefore it is explained in detail.

In literature of financial analysis and balance sheet analysis, different Cash

Flow calculation methods exist (Drukarczyk and Schüler, 2007), (Mandl and

Rabel, 1998) and (Pape, 2004).10 Likewise this applies to business practice

Pape (2004). However, Cash Flow can be calculated directly (Table 3.7) or

indirectly (Table 3.8).

Indirect calculation, primarily used in externally conducted analysis, adds

non-cash expenditure to and subducts non-cash revenues from operation re-

sult (Siegwart, 1994):

Annual profit or loss

− Profit carryover

+ Loss carryover

+− Increase or dissolution of reserves

+− Increase or dissolution of provisions

+ Amortization

+− Below-the-line expenditure and revenues

= Cash Flow

Table 3.7: Indirect Cash Flow Calculation. Source: (Siegwart, 1994)

According to (Siegwart, 1994), direct cash flow calculation subtracts cost

affecting expenditure from cost affecting revenues. Obtaining information

needed for this calculation method is rather complicated. Hence its not of-

ten applied in business practice.

The analysis of cash flows facilitates a substantiated examination of fi-

nancial processes and a foresighted control of prospective cash drains and

cash inflows (Pfaff et al., 2004a). The author points out that this enables

an effective cash management.
10For detailed information about different calculation methods see Pape (2004)
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Gross return

− Reduction in return

= Net return

− Personell expenses

− Material expenses

− Interest expenses

− Operations and maintenance expenses

− Administrative expense

= Cash Flow

Table 3.8: Direct Cash Flow Calculation. Source: (Siegwart, 1994)

FCF is the discounted surplus currency that exceed additional investments

and is calculated on the basis of Cash Flow Pfohl et al. (2003b). This surplus

can be described as FCF. Pape (2004) argues that enterprises with high FCF

have a significantly higher growth rate than enterprises with low FCF. This

implies that FCF is appropriate to measure corporate performance. That

means that FCF describes the increase in liquid assets at the end of the

regarded period (Siegwart, 1994). Thereby interdependencies between in-

ternal financing and investments and the impact of investments on liquidity

of the corporation can be demonstrated. Additionally the annual increment

of liquid assets becomes apparent. FCF is calculated on the basis of Cash

Flow (Table 3.9).

Cash Flow

− Tax expenses

− Capital investment

− Dividends

− Increase in working capital

= Free Cash Flow

Table 3.9: Free Cash Flow Calculation. Source: (Siegwart, 1994)
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Rappaport (1999) argues that the enterprise value depends on the prospec-

tive cash flows and the discount rate. According to the DCF method, FCF

is discounted to its present value. The discount rate depends on the yield

required by the capital providers (shareholders), which reflects opportunity

costs of alternative investments under same risk. The Weighted Average

Cost of Capital (WACC) Method11 determines the discount rate:

WACC =
DC

(DC − EC)
∗ (1 − t) ∗ rDC +

DC

(DC − EC)
∗ rEC , (3.1)

where WACC denotes the Weighted Average Cost of Capital, DC the mar-

ket value of debt capital, EC the market value of equity capital, t the tax

rate, rDC cost of debt capital and rEC cost of equity capital.

As shown in Equation 3.1, the discount rate results from weighted average

of costs of current and capital assets and determines the minimum yield.

That yield needs to be exceeded in order to generate surplus for the capital

providers.

Putting these details together, the following Equation 3.2 for calculating

SHV unfolds:

SHV =
T∑

t=1

FCF t

(1 + WACC)t
+

FCF t

WACC ∗ (1 + WACC)t
+ CSmv −DCmv,

(3.2)
11The WACC-method is the commonly used method for determining the enterprise

value in business practice. According to literature, four different approaches exist in the

DCF-method (Drukarczyk and Schüler, 2007)and (Mandl and Rabel, 1998). Those are

the WACC-method, the adjusted present value method and the total cash flow approach,

which belong to the entity approach and the flow-to-equity method, which belongs to the

equity approach. Both approaches calculate the present value of equity capital. While the

entity approach subtracts the present value of debt capital from enterprise total capital to

determine the present value of equity capital, the equity approach determines the present

value of equity capital directly.
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where SHV is Shareholder Value,

T∑
t=1

FCF t

(1 + WACC)t

is the present value of Free Cash Flows during forecasting period T,

FCF t

WACC ∗ (1 + WACC)t

is the present value of declining balance, CSmv is the market value of con-

vertible security and DCmv is the market value of debt capital.

Economic Value Added Method

Due to value orientation in enterprises and criticism targeting the traditional

methods, the Economic Value Added (EVA) Method from Stewart (2001)

gains in importance. EVA-method says that an enterprise is only value-

creating if its yield exceeds its capital costs. EVA is a performance indicator

for a period, which differs from SHV in the DFC-method. It is calculated

the following way (Stewart, 2001):

EV A = (RoCE − Capital Costs) ∗NOA. (3.3)

RoCE is the abbreviation of Return on Capital Employed. EVA is the

difference between RoCE and CapitalCosts multiplied by Net Operating

Assets (NOA). RoCE is further the quotient of Net Operating Profit After

Taxes (NOPAT ) and NOA (Stewart, 2001).

RoCE = NOPAT/NOA (3.4)

Using Equation 3.4, EVA can be written as

EV A = NOPAT − (NOA ∗ Capital Costs). (3.5)

NOA can be described as economic book value, which is the adjusted capital
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in the balance sheet. NOA is measured in Table 3.10 as

Equity capital

+ Interest-bearing debt capital

+ Amortization of undisclosed reserves from the lifo evaluation

+ Capitalization of R&D expenditure

+ Passivation of rental and leasing expenses

+ Accumulated goodwill amortization

− Asset under construction

= Net Operating Asset (NOA)

Table 3.10: Net Operating Asset Calculation. Source: (Stewart, 2001)

and NOPAT is computed in Table 3.11 as

Operation result

+ Increase in difference between lifo and fifo evaluation

+ Increase in present value of capitalized R&D expenditure

+ Goodwill amortization

− Taxes

= Net Operating Profit After Taxes (NOPAT).

Table 3.11: Net Operating Profit After Taxes Calculation. Source: (Stewart,

2001)

For determining capital costs, WACC-method is used as in the DCF ap-

proach.12

Value Proposition of Supply Chain Finance

To analyze the impact of SCF on the SHV the above described methods are

drawn on.

Regarding the DCF-method, the SHV-network can give a first answer about

parameters on SHV (Rappaport, 1999). Figure 3.8 shows this network with
12See Equation 3.1.
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the most important connections between enterprises’ objectives, enhance-

ment of SHV, components of evaluation and value drivers.

  

Shareholder value
Enterprise‘
objectives Enterprise value Market value 

of debt capital
=

Present value of 
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Present value of 
free cash flows
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Discount rate (WACC)Free cash flow Debt capital

Capital costs
• Investment in 
  current assets
• Investment in 
  capital assets

• Turnover growth 
   rate
• Profit margin
• Profit tax rate

Length of 
value enhancement

Components
for evaluation

Value drivers

SCF decisions

Management of
working capital

Management of capital
appropriation and demand

+

-

+

Figure 3.8: Shareholder Value Network following Rappaport (1999). Source:

(Pfohl et al., 2003b)

The SHV-network identifies value drivers, which can be controlled by SCF

decisions (Rappaport, 1999). This implies that, management of working

capital and management of capital appropriation and demand influence the

value drivers of SHV. Anyhow, the SHV-network is not suitable for iden-

tifying parameters for operational logistics decisions. Therefore Rappaport

(1999) suggests a division into micro and macro value drivers. While the

macro value drivers describe profit, operation profit and current assets, the

micro value drivers are located one level down describing the operational

field, which has the highest possible impact on macro value drivers. The

dependent variable FCF can be gradually subdivided into disaggregated pa-

rameters (Pfohl et al., 2003b). This is shown in Figure 3.9 for a retail
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industry by calculating FCF indirectly. In the retail industry the follow-

ing particularities need to be taken into account: Due to handling of high

quantity of goods the annual turnover is well above the balance sheet total.

Moreover a high number of warehouses exist, which range from centralized

distribution centers to decentralized subsidiaries. In that warehouses capital

is tied up, which has a direct influence on current assets. This amounts up

to 90% of the balance sheet total in the retail industry (Pfohl et al., 2003b).

  

Free cash flow

Cash flow
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Capital investment
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Dividends

Accounts payables

Down payments
made / received
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+ / -

+
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-

-
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receivables
Maturity of 
accounts receivables

Amount of
accounts receivalbes
Structure of
accounts receivables
Freuency and cost
of claim
Cash assets
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Change assets per sales

Payment target

Time for payment

Amount of payment

Cash discount

Clearing with accounts
receivables
Handling of payment

Figure 3.9: Example of a Value Driver Hierarchy in the Retail Industry by

Indirect Calculation of Free Cash Flow. Source: (Pfohl et al., 2003b)

Due to indirect calculation of FCF, the value drivers on the lowest level,

like transport and warehousing, are the ratios for decision making on the

operational level. There is no doubt that an optimization of these ratios

has a direct influence on the value drivers, which affect the enterprise value

through FCF. That is the evidence for the value proposition of SCF.

51



With the EVA-method decisions about strategy, projects and alternative

plans can be made. Value drivers are detected with the calculation schemes

and analyzed according to their influence on SHV (Pfohl et al., 2003b).

Figure 3.10 shows an operationalization of value drivers and their influence

capability as a matter of principle on the distribution side of an enterprise.

As it was the case in the DCF-method, management of working capital and

management of capital appropriation and demand can tie in with influence

capability.
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Figure 3.10: Economic Value Added on the Enterprise’s Distribution Side.

Source: (Pfohl et al., 2003b)

For instance, the possibility of running a consignment warehouse on behalf

of the customer exists on the distribution side. From the operator’s point

of view consignment warehouses intensify customer relationship via log-in

effects and create higher flexibility as well as higher delivery service (Pfohl

et al., 2003b). Thus leads to an increase in quantitatitive sales volume and
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value-based sales revenue. On the one hand production expenses and distri-

bution and administrative expenses rise for the operator due to an additional

warehouse compared to a central warehouse. On the other hand transport

costs fall due to proximity to customers. What is not clear in this case, is the

development of NOPAT (Pfohl et al., 2003b). The operator faces additional

investment costs for movables and immovables and consequently higher cur-

rent and capital assets, which leads to higher NOA. Under constant WACC,

a high NOA yields higher period-oriented capital costs. EVA is positive in

case NOPAT exceeds period-oriented capital costs.

Subsection Summary

For corporate management the DCF-method is more qualified than the EVA-

method due to indirect and direct calculation of Cash flows (Pfohl et al.,

2003b). The connection between flow and stock figures in the EVA-method is

problematic. However, EVA’s huge advantage is that data is extracted from

the annual balance sheet. As the balance sheet is public, external analysts

can easily access data. Rappaport (1999) argues that the EVA-method

is especially used for value-oriented performance measuring of executives

for solely one period. In the same breath the author criticizes short-term

measurement because it brings executives to act on a short-term basis. Yet

EVA-method has spread rapidly in recent years due to relative simplicity.

3.5.3 Management of Capital Appropriation and Demand

As discussed in the previous Section 3.5.2, capital costs and the amount of

equity and debt capital play an important role. Therefore capital appro-

priation (investment) and capital demand (finance) are analyzed in light of

optimizing the FSC.

Management of Capital Appropriation

Investment describes the use of financial resources, which are bundled in the

SC and allocated to the logistic sub-systems of order processing, warehouse,

warehousing, packaging and transport (Pfohl et al., 2003b). Order process-

ing’s objective is to assure the flow of information between the actors of
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the SC (Pfohl, 2000b). Pfohl (2000b) argues that this inter-organizational

flow of information can be improved by investing in ICT systems. If the

supply and production process are coordinated (production is not disturbed

by fluctuations in supply management), inventory in the procurement ware-

houses can be reduced. IT-systems, which communicate changes in the

production process, like Supply Chain Management Software, are helpful in

saving costs. Furthermore minimization of procurement warehouses via in-

vestments in common warehouses or consignment warehouses is mentioned

by Pfohl et al. (2003b). Another possibility is to outsource inventory to

logistics providers. Standardized packaging offers potential for efficiency

enhancement and packaging might as well be outsourced. Regarding pro-

duction, order-tracking-systems can improve order processing in the SC.

This is especially useful if the enterprise operates globally with production

sites all over the world. Through an integrated demand planning, shifting

customer demands can be handled flexibly in the SC (Pfohl et al., 2003b).

Transport utilization can be enhanced by a common fleet. Investments in

standardized packaging allows quick customization. On the distribution side

ICT systems reduce inventory because goods are produced when they are

required. Establishing common distribution centers, possibly in cooperation

with logistics providers, saves costs. Figure 3.11 shows the management of

capital appropriation.

Management of Capital Demand

Capital demand results from corporations’ accounts payables to suppliers

and service providers. Usually enterprises have to pay for their orders be-

fore they can sell them. Consequently capital demand depends on the actors

in the SC. The demand for capital is satisfied by in-house financing and out-

side financing. Pfohl et al. (2003b) enlarges upon credit finance for outside

financing and finance aspects of the CTC-cycle for in-house financing.

Credit finance can be divided into short-term and long-term finance (Schäfer,

2002). A significant characteristic for credit finance is the creditworthiness

of the enterprise (Madura and Fox, 2007). Moreover, Pfohl et al. (2003b)

argues that the ability of hedging credit risks and the willingness of the
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Figure 3.11: Investment in the Supply Chain. Source: (Pfohl et al., 2003b)

capital providing institution are decisive. Treasury bills, open-market cred-

its, long-term bank loans and shareholder notes belong to long-term finance.

Regarding short-term finance, overdraft, bill of exchange discount credit and

trade credits are in the center of attention. Mainly supplier credits are of

importance in the SC because they provide short-term financial resources.

In addition credit substitutes, such as factoring and leasing, exist (Madura

and Fox, 2007).

In-house financing (finance via revenues from value-added tax (VAT), re-

tained earnings, amortization and accruals) refers to only one enterprise.

However, the CTC-cycle ranges over the whole SC, i.e. more than one en-

terprise. Optimization potential in the CTC-cycle exists in inventory, pro-

cess and cash management (see 3.5.1). In order to use a reduction of the

CTC-cycle for in-house financing, the costs in the whole SC need to be cut,

liquidity increased and financial resources released. This can be achieved by

an improvement of bundled capital in the SC (common use of production
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Figure 3.12: Finance in the Supply Chain. Source: (Pfohl et al., 2003b)

facilities), common cash management (cooperative use of credit lines) and

an acceleration of financial flows in the whole SC (Pfohl et al., 2003b). The

management of capital demand is shown in Figure 3.12.

3.5.4 Section Summary

This section analyzes FSCM from a finance-oriented point of view. Work-

ing capital management addresses the influence of working capital on SHV.

Inventory, cash and process management are the three approaches discussed

in this context. Inventory management is responsible for lowering working

capital by reducing stocks, realized by integrating the actors in the FSC.

Cash management focuses on accounts payables and accounts receivables

management in order to achieve a high cash flow. Process management en-

gages in minimizing the procure-to-pay-cycle on the procurement side and

the order-to-cash-cycle on the distribution side by optimizing processes.

Under management of valorization the DCF-method and EVA-method are

56



discussed. Those two methods, well established in business practice, calcu-

late SHV. Although the DCF-method is qualitatively better rated than the

EVA-method, the latter one has spread rapidly in recent years due to its

relative simplicity.

The management of capital appropriation emphasizes the importance of in-

vestment. In this connection the flow of information between the actors is

discussed, which can be improved by implementing ICT-systems. The man-

agement of capital demand addresses the financing aspect, such as in-house

financing or external financing.
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Chapter 4

Case Study: Interview with

Shell Austria

This chapter aims at establishing a relationship to business practice by in-

terviewing Shell Austria ltd. about FSCM. As this thesis examines partic-

ularly theoretical foundations, framework and concepts of FSCM, it is of

importance to get practical aspects involved as well. Royal Dutch Shell plc.

(commonly known as Shell) is a multinational enterprise in the energy and

petrochemicals business with subsidiaries in more than 140 countries and

about 104,000 employees. Shell has the capacity to process some 4 million

barrels of oil per day. The distribution network consists of more than 300

distribution facilities, nearly 2,500 storage tanks, 9,000 kilometers of pipeline

and a global fleet of nearly 7,000 Shell-owned or contracted trucks, as well

as the worlds largest single-branded fuel retail network with some 45,000

petrol stations across more than 90 countries. Shell supports 30,000 Busi-

ness to Business retail and lubricants customers worldwide through some

1,500 Customer Service professionals in 35 countries (Shell, 2009). All these

facts made Shell an ideal interview partner for a case study.

4.1 Interview outcomes

Walter Premauer, Corporate Controller of Shell Austria ltd. was kindly avail-

able for an interview, carried out face-to-face at the Shell Austria premises
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in Vienna. The outcomes of this interview are the following:

Regarding the first question about what Shell associates with FSCM, the

clear answer that working capital is tied up in the SC and generally resources

are bundled in business processes was given. Although the term FSCM is

not commonly used in Shell, the enterprise is fully aware of the fact that a

lot of working capital is bundled in the Supply Chain and that this capital

needs to be released in order to enhance SHV. Essential is the hierarchy,

thus strategic decisions are made centrally by the executive board of Royal

Dutch plc. and the subsidiaries, such as Shell Austria ltd. are responsible

for implementation.

Premauer points out that the reduction of working capital is a fundamental

business principle controlled and executed primarily by the finance depart-

ment. It is very interesting that Shell is able to keep working capital con-

stantly negative. This represents a best-case scenario in business, although

Premauer admitts that WCM is highly complicated and depends signifi-

cantly on commodity and crude oil price development. Hedging is done by

a central department at the headquarter in London.

Process-oriented activities in FSCM such as qualification, invoice and claim

are handled the following way:

Regarding qualification, Shell Austria has a Credit Management Depart-

ment, which checks the creditworthiness of customers and the customer

payment history. Customers are divided into gold, platinum and bronze

categories. Customers with the gold status are granted better conditions,

such as extended payment targets, lower prices or discounts. Customers

in the other categories do not have this status and might be outsourced to

another association as they are not important enough for the business. Any-

way Shell has a very high negotiation power. This results in better payment

targets and conditions for liabilities with their suppliers than Shell grants

its own customers. Nevertheless Shell meets its obligations always on time.

Invoicing is primarily handled via EBPP systems in order to reduce com-
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plexity, save time and to shorten DSO. Especially with the important and

long-time customers, communication is done via platforms and invoices are

sent electronically. However, there are still customers preferring paper-based

invoices sent via mail. But these customers are the exception and only a

vanishing small amount of invoices are sent via mail. Accounts receivable

management is thus handled rather strictly as customers with a poor credit-

worthiness are not granted special conditions and might not be done business

with in future if they violate the contract serveral times. This demonstrates

Shell’s economical power in the business.

Claim management is an important process step as Shell’s core business

is downstream activities such as passing fuels and lubricants through to

refineries and on to consumers. A scrutiny of customer solvency in the

qualification process tries to avoid shortfalls in payment. If there are any

invoicing errors, such as the wrong price, they are detected and handled

more rapidly due to EBPP systems. Moreover a central department, called

Customer Service Center is responsible for any customer queries.

Shell has a very strict finance governance policy, which states that no debts

must be made. Financial flows are centrally governed by cash management

from the Shell Shared Service Center. Integrated cash and treasury manage-

ment systems allow a good liquidity planning. Cash pooling and netting are

important factors. Projects, investments, finance, etc. are solely financed

via in-house financing. That means, that Shell generates huge Cash Flows,

which are further pooled at an account and with which suppliers, several in-

vestments, such as R&D in the upstream business (ways to find and extract

conventional fuel out of the ground) are financed.

Finance-oriented activities in FSCM, like the DCF-method and EVA-method

are well known tools in investment planning. Every project, and Shell re-

alizes more than 100 projects globally a year, is ex ante examined with the

DCF-method. Strict rules apply. Only profit-making projects are realized.
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4.2 Chapter Conclusion

The information received during the interview leads to the following conclu-

sion:

As Shell is a multinational enterprise generating huge profits with multi-

ple business partners and global Supply Chains, it is aware that working

capital in the SC needs to be unlocked and has already implemented strate-

gies and tools to enlarge SHV. Keeping working capital negative is a primary

business principle, which is kept negatively more often than not. The con-

sequence is liquidity, high cash flow and enlarged SHV. (HJ Klepzig, 2008)

points out, that enterprises generating negative working capital demonstrate

a certain market power.

Process-oriented approaches in FSCM are handled efficiently and on a cost

saving basis as a Credit Management Department checks customers and e-

Invoicing systems (EBPP) are introduced to ease communication, payment

and claims. Moreover Shell executes a certain negotiation power.

The DCF-method and EVA-method are common instruments for invest-

ment planning. This secures a high level of examination before Cash Flow

is invested in new projects or in the upstream business.

Shell has an excellent Cash Flow and apart from settling accounts it rein-

vests profits in projects and investments. In accordance with governance

principles, no debt capital can be found in the balance sheet. This secures

high solvency not only in the short and medium-run.

Summing up, it can be said that Shell successfully manages financial mat-

ters in the Supply Chain. Realized processes in keeping Cash Flow high,

such as short DSO, customer ratings and DCF-method and EVA-method

application enables the enterprise to enhance shareholder value.
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Chapter 5

Conclusion

In light of the research questions this thesis aims at outlining the value

proposition of FSCM to increase shareholder value. The following conclu-

sion is built on the research questions, answering every question separately.

This secures profound and appropriate answers straight to the point.

What is the value proposition of Financial Supply Chain Management?

In this thesis FSCM was further divided into Financial Chain Management

and Supply Chain Finance according to Pfohl et al. (2007), where FCM

refers to process-oriented and SCF to finance-oriented approaches. However,

no clear line between FCM and SCF can be drawn, as process management

in SCF is also dealt with in FCM. The value proposition of FCM is, that

due to automation, standardization and integration in the Financial Chain,

DSO are reduced, working capital tied up in the chain is released, cash flow

is improved and the CTC-cycle is shortened. The consequence is improved

SHV.

SCF, as the name implies, concentrates mainly on financial tools to enhance

SHV. Especially the management of valorization with the introduced DCF-

method and EVA-method need to be emphasized. SHV is calculated on

the basis of cash flow. The analysis of cash flows facilitates a substantiated

examination of financial processes and a foresighted control of prospective

cash drains and cash inflows. As a higher cash flow means higher SHV, the
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value proposition of these methods is clear. Enterprises with high cash flow

have a significantly higher growth rate than enterprises with low cash flow.

Working capital management and management of capital appropriation and

demand deliver the same results as approaches in FCM, with lower DSO,

higher cash flow and released working capital leading to enhanced share-

holder value.

Given value based management, enlarging SHV is the primary business ob-

jective. As a result of the above mentioned outcomes there is no doubt that

FSCM enlarges shareholder value.

How can financial flows be optimized?

In order to answer this question a differentiation into process-oriented and

finance-oriented approaches is essential.

In the process-oriented frame, a empirical study revealed that the process

steps qualification, invoice and claim are potential value drivers in the FC,

which cause high costs and bundle liquid resources in the SC. Qualification,

which takes on average 27 days can be shortened by using payment informa-

tion about their customers or implementing SRM. Moreover credit rating

agencies evaluations are helpful. Invoicing can significantly shorten DSO by

introducing e-Invoicing systems, as this process is carried out paper-based

via mail in 67, 3% of the cases, leading to high handling costs and time de-

lays. EBPP enables electronic payment and data transmission. On average

8, 24% of invoices are criticized, which is extraordinarily time-consuming and

causes high process costs up to 128 EUR per claim as 2,86 departments are

involved in claim management. With dispute management, claim manage-

ment can be standardized and required data and information for handling

claims can be centrally gathered and processed. With dispute management

the German SAP plc. subsidiary reduced the average claim handling time

from 31 days to 14 days within one year. The introduction of e-Invoicing

eliminates errors, or if there are any, they can be detected more rapidly and

corrected online.

In the finance-oriented frame working capital management, management of

valorization and management of capital appropriation and demand are iden-
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tified as tools to increase SHV. Inventory, cash and process management are

the three approaches discussed within working capital management. Inven-

tory management is responsible for lowering working capital by reducing

stocks, realized by integrating the actors in the FSC. Cash management fo-

cuses on accounts payables and accounts receivables management in order

to achieve a high cash flow. Process management engages in minimizing the

procure-to-pay-cycle on the procurement side and the order-to-cash-cycle

on the distribution side by optimizing processes. Under management of

valorization the DCF-method and EVA-method are discussed. Those two

methods calculate SHV. The management of capital appropriation empha-

sizes the importance of investment. In this connection the flow of informa-

tion between the actors is discussed, which can be improved by implementing

ICT-systems. The management of capital demand addresses the financing

aspect, such as in-house financing or external financing.

In how far can Financial Supply Chain Management improve the Supply

Chain Performance?

So far, primarily flows of goods and information have been optimized. How-

ever, regarding finance in the SC a lack of sufficient financial management

is evident. Gibbons (2004) points out that ”unlocking assets tied up as

working capital in the shape of overdue accounts receivables, over-generous

inventory levels or overly prompt bill payments, all results in immediate

operating cash flow improvement”. As a lot of working capital is bundled

in the SC, focusing on financial flows in the SC can significantly improve

the overall Supply Chain Performance by releasing that capital. Even if in-

formation flows and commodities flows have been improved, Supply Chain

Performance halts if capital is bundled along the SC and not available for

other business. Experts in the field, such as Skiera et al. (2004) assume

that the optimization potential of financial flows is as high as that of flows

of information and goods. In accordance with enlarging SHV and experts

assumptions, the overall Supply Chain Performance can be improved signif-

icantly.
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How do multinationals like Shell use and benefit from Financial Supply

Chain Management?

Shell established various strategies and tools to enhance shareholder value.

Keeping working capital negative, thus securing liquidity, is the primary

business objective. Shell use the DCF-method and EVA-method for in-

vestment planning. Solely in-house financing is permitted and very strict

rules apply. Processes such as qualification, invoicing and claim are handled

efficiently. The qualification process, which starts with a check of the cus-

tomer’s creditworthiness, is handled by Shell’s Credit Management Depart-

ment. Moreover the customer payment history is included in this process

and customers are rated according to their order size and payment behavior.

Invoicing is facilitated by EBPP systems, which also allows quicker claim

management. Moreover a Customer Service Center is responsible for the

clients’ needs. Due to continuative process-oriented and finance-oriented

improvements, Shell has shortened its CTC-cycle, thus releasing working

capital and securing high liquidity. Accounts receivables are only settled

with equity capital (cash flow bundled at an account), making external fi-

nancing superfluous.
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Chapter 6

Future Prospects and

Limitations

As FSCM delivers an important value proposition for enterprises and the

term FSCM is a rather new approach, further research in the field will be

conducted. Interesting aspects could be, e.g. the examination of the role of

banks and logistics providers in FSCM, FSCM software, new ratios suitable

for shareholder value enlargement in SCM, mathematical models supporting

FSCM and many more. As improving shareholder value is the main corpo-

rate governance objective, enterprises are interested in gaining knowledge to

obtain that goal not only in hard times where it is inevitable to be liquid.

Due to a current implementation gap of FSCM in business practice, it is

expected that enterprises will focus on financial flows in the Supply Chain

in future. The finance department and the supply chain department have

to work together more closely in order to exchange know-how necessary for

enlarging shareholder value by optimizing financial matters in the Supply

Chain.

As this thesis represents a qualitative work, quantitative methods are unat-

tended. Although business cases are included and an interview with Shell

Austria ltd. was conducted, quantitative models could have potentially sub-

stantiated the value proposition of FSCM. Moreover only DCF-method and

EVA-method are explained, although other financial instruments are appli-
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cable as well.

I have to point out, especially in times of the global financial crisis, that

the dominant primary corporate governance objective of enlarging share-

holder value at the beginning of the 21st century, is in my opinion not be

the best strategy for a sustainable future business. Enhancing shareholder

value obviously seems to secure the successful continuance of an enterprise.

However, as current developments show, the business elite with the goal

to maximize profit in order to enhance shareholder value failed in doing

so. I believe, that ethics should be in the center of attention and that the

economic theories should be supplemented by human wants instead of max-

imizing profits regardless of the consequences.
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Chain Management, pp. 113–131. Schäffer Poeschl Verlag, Stuttgart, Ger-

many. ISBN 3-7910-2265-2.

Bruno-Britz M (2007). “As the World Turns – Globalization is Driving

Banks to Examine New Ways to Cater to Corporate Clients, including

Financial Supply Chain Management.” Bank Systems & Technology, 44,

28–32.

Christopher M, Ryals L (1999). “Supply Chain Strategy: Its Impact on

Shareholder Value.” International Journal of Logistics Management, 10,

1–10.

CSCMP (2009). “Homepage Council of Supply Chain Management Pro-

fessionals.” [Online; accessed 10-April-2009], URL http://cscmp.org/

default.asp.

Darkow IL, Richter M (2004). Supply Chain Steuerung und Services.

Logistik-Dienstleister Managen globale Netzwerke - Best Practices, edited

by H Baumgarten, I Zarkow and H Zadek, chapter Supply Chain Con-

trolling, pp. 113–122. Springer Verlag, Heidelberg, Germany. ISBN 978-

3-540-44308-7.

Diekmann A (2007). Empirische Sozialforschung. Rohwolt Taschenbuch

Verlag, Hamburg, Germany, 18th edition. ISBN 978-3-499-55678-4.

68

http://cscmp.org/default.asp
http://cscmp.org/default.asp
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Schäfer H (2002). Unternehmensfinanzen – Grundzüge in Theorie und Man-
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