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Preface
Prof. Dr. Hannes Utikal

JThe future interests me far more than the past, as | intend
living in it“ - it was with these words that Albert Einstein
explained his interest in future developments. A quick look
at the ,doers”in companies one could even add, ,The future
interests me far more than the past, as | intend to shape
it.“Yet, managers face considerable challenges: how can
companies make a name for themselves in global compe-
tition? How can they take advantage of the opportunities
mega trends offer? How can innovative force be main-
tained despite demographic developments, especially in
aging companies? And how can a culture of innovation and
cooperation be created that is not confined to the limits of
a company?

These questions plague companies, even in the design of
their supply chain. Especially since the design of the supply
chain not only optimizes the course of the physical flow of
goods ,from the cradle to the grave®, but also influences the
innovation network. And it is here that the greatest chal-
lenges are seen: many innovations arise at the interface
between different technologies and industries; designing
these interfaces so they are productive is a key manage-
ment task. Ideally, industry, specialized service providers
and cooperating research and educational institutions
would all work together to find a solution. Because sus-
tainable competitive advantages can only be created when
these different actors come together in collaboration. The
competitive advantage is found in the network.

Yet, what should companies focus on in preparation for the
future? How should they structure their networks? Scenarios
that illuminate possible future developments and sum-
marize them graphically help answer these questions. The
scenarios presented in this work were developed by experts
from the worlds of science and praxis. Not only do they
describe alternative future developments, they also discuss
possible courses of action. It is precisely in this interaction
between theory and practice that most ,visionary concepts
with practical application®are born - and these scenarios
are a good starting point for individual readers. They can
use the information to draft a differentiated image of the
future for their own company and to develop their own
action strategies.

I hope you enjoy the lessons this study provides and
wish you all the best developing your own, individualistic
strategy for the future!

Prof. Dr. Hannes Utikal

Vice President of Academic Development

and Corporate Cooperations

Provadis School of International Management
and Technology AG
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Preface

The Future of the Supply Chain 2020+

The study at hand contains a structured presentation of
future scenarios. It aims to support those in charge of supply
chains in their transition from the supply chains of today

to those of the future. In doing so, the focus is intentionally
placed on the company and on the company‘s own overall
focus for the future, since although the supply chain is a key
aspect in the realization of the vision and of the company‘s
focus, it is only one of many aspects. To ensure the reader
attains a direct benefit, each chapter presents the decisions
and criteria that are necessary and that many companies
face on an everyday basis.

This study did center around the process industry. This
industry is the third most important industry in the world
after engineering business, which encompasses automotive,
mechanical engineering, etc. and the utilities and raw
materials sector. Furthermore, it is an industry shaped by
special requirements and regulations, since the fields of
pharmaceuticals, chemistry, foodstuffs, etc. have a
substantial relevance for humans.

The four future scenarios from which the recommended
courses of action are derived, are based on the planning
and controlling challenges specific to the supply chain, as
well as on the management of the flow of goods and value
creation: one example is that the borders between sup-
pliers, customers, service providers and cooperation and
innovation partners will be much more fluid in the future. In
addition, the dynamics of markets and demand will increa-
se, which will increase customer expectations in regard to
reaction time and service, finally resulting in an increased
complexity in the flow of goods.

All scenarios were analyzed using the same criteria, in
order to identify their significance and meaning for the
respective scenario and illustrate the recommended
courses of action and paths. This should give the reader a
practical document that can be used to support themin
their own decision-making process.

I hope you come to many interesting realizations and
discoveries that enrich your decision-making horizon for
questions related to the future positioning of your supply
chain and your company.

Stephan E. Willigens
Vice President Supply Chain
msg systems ag



Summary / Introduction

Summary

This study is based on four central scenarios for the ,,Future of the
Supply Chain 2020+ They were developed pursuant to the dimensions of
,Degree of Integration of the Supply Chain“and ,,Regional Scope® These
scenarios thus cover:

+ Hohe Integrationstiefe und regionale Ausrichtung
+ High degree of integration and regional focus

- High degree of integration and global focus

+ Low degree of integration and regional focus

+ Low degree of integration and global focus

The analysis of the scenarios results in both scenario-specific and generally
applicable recommendations on courses of action, especially in regard to the
supply chain strategy, which is naturally of utmost importance. They concern
innovation capacity, HR management and information security: these three
aspects will require even greater attention in the future and how they are
handled will determine the extent of a company‘s success. Companies need
to make themselves aware of their importance today, since the gap between
globalization/regionalization and higher/lower degrees of integration will only
continue to widen in the years to come. Only companies with a clear focus in
these areas and who act accordingly will be able to use these developments
to their advantage and survive the competition of the future.

Introduction

There is no way around it: the competence profiles in supply chain manage-
ment are changing. The demands on managers and employees are already
increasing exponentially. In the years to come, supply chain managers will
have to deal with more and more strategic questions and master strategic
challenges. In four words: they need future competence.

Such competence barely exists in current day business. This has less to do
with expertise and more to do with the lack of a well-formed awareness about
the future: too often, everyday work continues to focus on operations over
strategy. This worked out reasonably well in stationary and regional markets.
However, in the turbulent and international markets of modern globalization,
this type of ,dictated by urgency” constitutes a strategic downfall. This is
exactly why the study at hand spans a horizon through 2020+, i.e. an event
horizon that is relevant for strategically-minded managers. Comprehensive,
full risk management plays a key role here. To ensure the targeted application
thereof, clear compliance and risk management guidelines will be a critical
success factor - especially given the complexity of managerial tasks.

Due to its critical role in business, the supply chain strategy should be coor-
dinated directly with the overall strategy of the company. Thus, it must be
analyzed in regard to its alignment with the company strategy as well; any
gaps or contradictions between the two must be immediately addressed and
resolved.



Justification of the Method Selection

The uncertainty a decision-maker feels is determined by the degree of
complexity and dynamics (Duncan, 1972). Both have increased over the years
as aresult of globalization, international division of work and technological
advances in the field of supply chain management, and further escalation can
be expected. New, innovative planning tools are necessary, as forecasts and
projections are reaching their limits in turbulent environments.

To meet the challenges of the future and to use them to one’s own advantage,
the challenges must be recognized and competently assessed in terms of the
significance for the future. Those wishing to actively shape the future of their
supply chain will need robust tools and methods. This also means: forecas-
ting, i.e. the mere extrapolation of historic data has long ceased to suffice in
the management of rapidly increasing complexity, especially in the field of
supply chains.

Today‘s planners and strategists can draw from a rich set of future tools in
order to anticipate developments and trends and even to prepare for the
future. Allin all, there are approximately 30 tools available (Glenn & Gordan)
that, based on their possible uses and scalability, could be considered
powerful tools in scenario planning. They intentionally include uncertainty
in the planning process, by acting not on the assumption of a single future,
but on employing different ,futures® This expands the planning basis for
decision-makers. Different approaches and schools of thought exist and,
depending on the purpose and focus, allow users to develop either more
quantitative or more qualitative scenarios (see Bradfield et al., 2005). Future
competence is the keyword and future competence needs scenarios. That is
why this study focuses on scenario methodology.

Basis of the Study

Approaches and Methodology

Qualitative, meaning narrative, scenarios were created for the study at hand
using the scenario axes logic (van 't Klooster & van Asselt, 2006). This me-
thod has proven to be especially valid in the business environment, since it
develops scenarios using a systematic, transparent and practical approach.

To show that certain aspects of the content are applicable even beyond the
selected horizon, the horizon was defined as 2020+. In doing so, it enables a
consideration of very long-term developments, as well as current events and
trends that are relevant today.

The scenarios and analyses in the study at hand are the result of numerous
expert workshops and interviews. The specific process steps include:

Definition of scenario topics, from scope and scenario horizon
Identification and analysis of available future studies with a
supply chain context

Identification of relevant drivers, trends and future factors
Selection of two drivers for the creation of the scenario axes
Definition of two extreme poles per axis

Definition of the scenario story dimensions and their content,
enhanced by desk research

Formulation of a scenario title

Development of scenario paths

Development of strategic course of action options and analysis
thereof for each scenario
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Basis of the Study

When creating the scenarios, special emphasis was placed on the use of
established processes and quality criteria (see Chermack, 2011: Schnaars &
Ziamou, 2001). Consistency and plausibility were key aspects during multiple
revision loops.

Using this methodology, the study established four central scenarios for the
sFuture of the Supply Chain 2020+ They were developed pursuant to the two
future-driving dimensions of ,Degree of Integration of the Supply Chain“and
~Regional Scope” These two dimensions reflect two of the main challenges

of the future: globalization vs. regionalization and integration vs. cooperation.
Application of the scenario axis logic to the supply chain context, specifically
in regard to possible expressions of the regional scope and the degree of
integration, produced four different scenarios for the period of now until 2020
and beyond:

The work of regional networks where the
»Regional Ruler” is at the center

The work of digital networking where the
»Information Leader“ is at the center

The work of local individualists where the
»ourvival Artist” is at the center

The work of specialized innovators where the
»King of the Niche Market* is at the center

Each scenario is a retrospective from the future and all use the same seven
dimensions, which enables a direct comparison of the scenarios. In addition
to the consistency of the content, the plausibility is also a central quality
criterion in the scenarios. To that end, additional courses and possible
developments throughout the course of the respective scenario were described.
The drafted scenarios help decision makers simulate different developments,
trends and trend gaps, thereby expanding their own planning basis. They can
be directly aligned with the strategic planning, as well as the risk and innova-
tion management.

The study at hand gives each of these four ,scenario heroes” strategic recom-
mendations for courses of action that can be taken to actively, effectively,
strategically and most importantly, successfully structure their supply chain
in a manner that secures the future of the supply chain. Within that context,
possible decision options and criteria associated with them are also addressed
throughout the course of the study.



Basis of the Study

Data Basis

In order to ensure a direct relevance for practical business, supply chain Relevance of the
decision-makers in an international environment were asked how relevant Four Scenarios in the Future
they considered the four scenarios to be for the future. Current expectations

as to how the trend toward globalization will continue further underscore the ©Copyright msg systems ag
results. The results also show that focusing on regionally-limited activities (Online Survey of Supply Chain

also offers opportunities to establish oneself in a special niche market. Decision Markers in Social

Networks)
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Basis of the Study

Today |. World of Il. World of IIl. World of IV. World of
regional digital local specialized
networks networking individualists innovators
Volume of the German logistics market by Transport 44.0 41.0 46.0 33.0 38.0
business field 2011 in % Warehouse / turnover 26.0 31.0 24.0 31.0 29.0
(Kille & Schwemmer, 2012)
Stock 20.0 19.0 14.0 21.0 21.0
Order processing 6.0 7.0 10.0 13.0 8.0
Logistics planning 4.0 2.0 6.0 2.0 4.0
Emergence of good in Germany 2011 Road 3,195.0 3,370 3,727 3,204 3,250
in millions of tons Rail 304.0 322.0 402.0 285.0 304.0
(Kille & Schwemmer, 2012)
Inland waterway transport 102.0 107.0 282.0 136.0 102.0
Pipeline 87.0 90.0 92.0 87.0 87.0
Maritime shipping 112.0 144.0 185.0 99.0 112.0
Air freight 2.0 3.0 4.0 1.0 2.0
Outsourcing rate in Germany in 2011 Transport 71.4 +11% +13% +15% +13%
in units of billion € Stock management / turnover 24.0 +9% +9% +10% +9%
(Kille & Schwemmer, 2012) - -
Order processing / planning 14.0 +16% +25% +2% +18%
Stock 0.5 +8% +11% +5% +12%
Top logistics markets in EU-29in 2011 Total for all of Europe 950.0 1,460 1,510 1,010 1,270
in units of billion € Germany 223.0 +32% +35% +38% +37%
(Kille & Schwemmer, 2012)
France 131.0 +19% +21% +19% +19%
Great Britain 93.0 +12% +12% +16% +15%
Italy 83.7 +12% +13% +8% +10%
Spain 76.2 +13% +13% +11% +9%
The Netherlands 56.8 +11% +9% +11% +10%
EBIT margin as %, overall German logistics market (Kille & Schwemmer, 2013) 2011:8.2(2010:3.2;2009: 2.3) 2.5 3.6 1.8 8.9
Growth of the overall German logistics market 2014 +3% +3% +1.5% +3%
as % 2015 +4% +5% +0.5% +2.5%
(Kille & Schwemmer, 2013) 2013: +3 (Best case)
2016 2012 +2 +5% +6% +0.5% +2%
2017 2011:+6 +4% +5.5% +0.5% +2%
2018 22%1()%1_+g +3.5% +5.5% +/-0% +2%
2019 ’ +3.5% +4% +/-0% +2.5%
2020 +3.5% +4% +/-0% +2.5%
Components of Total Logistics Costs for German Transportation cost 29.5 31 35 20 30
Manufacturing Firms in % 2011 Packaglng 16.3 20 25 25 22
(Handfield et al., 2013) )
Warehousing cost 13.2 12 9 14 13
Inventory cost 9.2 8 6 11 10
Admin / management cost 7.6 9 11 7 g
Cost of VAS 7.6 11 9 15 14
Others 16.4 9 5 8 2
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Overview

Scenarios of the Future of the Supply Chain 2020+

The world of regional networks: In this scenario, the ,Regional Ruler®
actively manages their regional network and uses information technology
as an enabler. The focus is clearly on a strong integration of their partners
into the network. This ensures regional orientation and alignment.

The world of local individualists: The ,survival artist“ with less technolo-
gical development, high margin pressure and considerable procurement,
operational and sales competence survives thanks to their high level

of individualization as well as the quality of their products and services -
for which their customers are more than happy to accept longer
handling times.

The world of digital networking: In this scenario, the ,Information Leader*

holds considerable information power thanks to a high degree of - and

standardized - system integration along the entire supply chain, including

globally-used logistics and integration of the ,Internet of Things" This
allows them to quickly react to changes in the market, as well as the
demands of the market.

The world of specialized innovators: The ,King of the Niche Market" has
a lesser degree of integration, but a global scope thanks to their strong
brand, exclusivity and above all, their considerable innovative strength

- meaning, the ability to acquire and process data and information, even
including big data, and to turn it into innovation solutions is their main
competitive advantage.

11
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Scenario |

World of Regional Networks

Scenario Description
from a 2020 Perspective

Customers want ... products with a regional
connection and from a secure and high-quality
environment. They appreciate proximity and
association with the region and actively
demand corresponding proof in the products
they purchase.

The flow of materials & goods is ... strongly
integrated and organized into supply chain
networks. The transportation routes are short
and the individual sections thereof are extremely
interdependent. Management and control of the
networks lies mainly in the hands of the individual
partners. Continuous insourcing has been seen in
recent years.

Information is ... readily available in the supply
chain networks, since they are required for effec-
tive management. Compliance and data security
play a secondary role; simple, quick access to
information is the most important aspect. Tech-
nological development in the networks is mar-
ginal. Questions can be quickly resolved on-site
between partners.

Competences in the SC are ... intentionally
region-driven by the partners. Internal corporate

academies form the basis for competence
development among employees. Top themes of
the qualifications include integration, leadership
and management.

Supply chain risks are ... manageable, since the
flow of goods is tailored to the region. However,
this does mean the reliability of the delivery
network is heavily dependent on a small num-
ber of locally available partners, with whom risk
prevention is actively performed.

Sustainability plays ... a paramount role in

the network. International division of labor or
production in other countries has assumed a
negative connotation and is rejected by most of
the population. The leading supply chain partners
are intensively involved in the region, set and in-
terpret the benchmarks for the company's sense
of social responsibility in the region.

The formal frameworks are ... based on trust and
candor, and have a long-term focus. Partnerships
that are mutually beneficial have developed over
the course of many years under the leadership of
individual partners.

Course of the Scenario in the
»World of Regional Networks“

A logistics journal bearing the title
of ,Trend: Customers Show Tendency
toward Products and Services from
the Region®

As part of the growing trend toward
regionalization, companies have
been increasing their investment
in inner-company training for their
employees. This also resulted in a
disproportionate number of supply
chain academies.

A new research study confirms: two
@ thirds of customers are willing to

expend up to 25% more for regional
products.

35% of the portfolios of the top 10
retail companies in Europe now

consist of local products.




Companies wanting to position them-
selves within the framework of regional
networks in the future, must invest

in their regional and local networking
early on and establish a corresponding
network, or at least join such a network.
In doing so, integration initially plays a
secondary role, although its importance
will successively increase in coming ye-
ars and thus contribute to the differen-
tiation between the regional ruler and
the survival artist. Employee loyalty also
assumes a material role: regional rulers
are in a ,war of talents“with globally-
active companies. They must use gene-
ral conditions and local strengths to set
themselves apart from those companies
in order to win employees. Information
and data management must be developed
and enhanced on a continuous basis.
The individual needs of the customer
must be identified and continuously
reviewed and those needs must be
developed into services and products
that reflect them. The opportunities this
scenario can offer are especially perti-
nent in the foodstuffs industry.

Scenarios of the Future of the Supply Chain
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Scenario ll

World of Digital Networking

Scenario Description
from a 2020 Perspective

Customers want ... globally available products
that provide the same qualifications and speci-
fications everywhere. The brand plays a key role
in product selection in this case.

The flow of material and goods is ... actively
steered by individual partners and globally
optimized based on efficiency aspects. Value
creation is mainly realized in sales markets
under the control and management of the
leading partners.

Information is ... fully available on the cloud and
seamlessly linked to goods in the ,Internet of
Things® Technological development is very high,
while a standardized global exchange occurs
within the networks.

Competences in the SC are ... identified and
used in a global structure. High mobility among
employees is necessary and their training and
education must have an international focus.
Employees must be able to understand,
analyze and manage complex systems. This
means, system and technological competence
is essential.

Supply chain risks are ... low for the leading sup-
ply chain actors, but their partners are exposed
to significant dependencies. They exercise their
market power and strength to optimize their
joint capital and incurred charges on a global
scale. Market volatility is cushioned by central
risk management within the global network.

Sustainability plays ... a secondary role due to
their market and information power. Corporate
Social Responsibility (CSR) is based on local
values and the respective culture.

The formal frameworks are ... defined by the
leading supply chain actors, who also determine
the content. There is a traditional customer/
supplier relationship, price pressure and com-
petitive pressure along the value chain are high
among the remaining partners.

Course of the Scenario in the
»World of Digital Networking“

® & & 6

A global manufacturer is boycotted
in Asia as the result of an environ-
mental scandal and, following
months of decreased sales, finally
goes bankrupt.

Current research shows that 68% of
consumers are willing to share private
data in exchange for personalized
products and services.

More than 50% of logistics invest-
ments now go to supply chain techno-
logies and the data security in the (IT)
infrastructure associated with it.

Data wars are still being waged. The
fight for customer data and consump-
tion patterns has already led to
numerous new business models and a
holistic brand understanding. Especi-
ally since a holistic understanding of a
brand is necessary in order to strength-
en one's own position and to ensure
customers identify with the company.



Companies wishing to establish them-
selves as information leaders in the
future should invest in secure data and
information systems early on and expand
them on a global scale. In doing so, itis
essential to establish them in the supply
chain network beyond the mere limits of
the company. The next phase thenis to
establish the principles (compliance / CSR
rules) in the network in order to enable
the realization of a global management
that includes local requirements. Finally,
lasting optimization and continuous
review of the structures, processes and
services - of the network and divisions of
the company - as well as the adaptation
thereof to changing conditions are all
decisive success factors. This scenario

is especially suitable for globally active
pharmaceutical companies and enables
a healthy balance between adequate
risk management in a highly-regulated
environment and the exhaustion of the
potential global markets and product
rights hold.

Scenarios of the Future of the Supply Chain
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Scenario

World of Local Individualists

Scenario Description
from a 2020 Perspective

Customers want ... products and services that
are highly customized and high-quality and
are willing to accept longer delivery times in
exchange. Customers are mainly from the region
and award their orders based on positive recom-
mendations and personal experiences.

The flow of materials and goods is ... depen-
dent upon the individual order situation and
mainly involve smaller quantities. The own value
creation is marginal - components and modules
are supplied locally, ad hoc and by many different
suppliers.

Information is ... extensively available, but
isolated within a delimited system landscape,
on a private cloud for example. Technological
development in the supply chain is low and data
and information is only exchanged as they
pertain to a specific order.

Competences in the SC are ... mainly conside-
red to be tasks of the procurement and logistics
areas. Business has a strong operational and
sales focus. As a result, holistic, strategic con-
siderations play a secondary role. Qualification
programs are mainly limited to eLearning and
self-studies.

Supply chain risks are ... high due to margin
pressures, a high division of labor and depen-
dencies. Opportunities for risk compensation
are limited since poor planning and miscalcula-
tions can quickly pose a threat to the company's
existence.

Sustainability plays ... a considerable role in
regard to the social and economic dimension,
while the ecological dimension is secondary to
both of them. Decisions are mostly short-term or
mid-term and are driven by the customer.

The formal frameworks are ... flexible and
need-based. Long-term master agreements are
rare and vendor relationships change often.

Course of the Scenario in the
»World of Local Individualists®

Big business forecasts the death

of mid-sized, locally active compa-
nies as a result of innovation cycles
that take too long and a lack of the
liquidity needed to realize those
innovations.

The trend toward customizing stan-
dard products and services (mass
customization) continues uninterrup-
ted and creates favorable conditions
for small, locally active, specialized
companies.

The label ,locally made®is quickly
becoming the word of the year - it
emphasizes the wish for individuali-
zation and local development of the
population in the region.

Small, specialized companies have
emerged the victors of the recent
crisis among small and mid-sized
companies. The predictions were true:
mid-sized companies are the losers
of the crisis.



The fixation on local products and
services will continue to grow among
some parts of the population and will go
hand-in-hand with a higher demand for
individualization. Companies wishing

to participate in this trend will have to
make an assertive effort to ensure local
sustainability and networking.

In doing so, the company strategy and
communication must be clearly aligned
with the objective of ensuring the compa-
ny is clearly ,recognized”as an important
local player. This also includes a sustain-
able HR policy that includes economic,
ecological and social aspects. Compa-
nies must make the right decisions in the
next few years in order to ensure their
long-term ,recognition®as a local player
in a difficult market environment. This
scenario is particularly relevant for orga-
nic products in an upmarket target group.

Scenarios of the Future of the Supply Chain
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Scenario IV

World of Specialized Innovators

Scenario Description
from a 2020 Perspective

Customers want ... innovative solutions to
current problems. They specifically decide based
on brand and the reputation of the brand. This
exclusivity has its price, but customers are willing
to pay it.

The flow of materials and goods is ... globally
organized and the flow of goods is managed

by the individual supply chain partners. Global
networking is closed by brand service providers,
from whom services related to aspects such as
data, transport, finances, etc. are purchased.
Time-to-market is the success factor. There is

a shortage of supply, one that is even produced
artificially at times.

Information is ... extremely sensitive, especially
from a competition perspective when it comes
to new trends and the translation thereof.
Adequate interpretation of big data and the
effective, successful translation of the analyses
into innovative solutions and business models
are considered, from a value proposition vantage
point, a competitive advantage. Modular supply
chain solutions play a key role in that process.

Competences in SC are ... continuously
developed along a global value chain of knowledge

that includes research, application and qualifica-
tion. Innovation management, creativity, strategy
and an ability to execute are among the strategic
development fields for employees.

Supply chain risks are ... moderate over the short
term and possible impacts to the detriment of
partners and customers are taken in stride. Over
the long term, however, protecting intellectual
property (IP), innovative capability and shorter
time-to-markets play a critical and material role.

Sustainability plays ... a central role, especially in
public image and is thus associated directly with
brand.This is a global requirement among inno-
vation leaders and is ensured locally. Sustainabi-
lity is an essential decision-making factor when
selecting a supply chain partner.

The formal frameworks are ... focused on
protecting intellectual property (IP) and are
based on long-term global partnerships, such as
those affiliated with licenses, strategic alliances,
joint ventures, etc. Each supply chain partner

is responsible for ensuring compliance with
strict security requirements within their own
supply chain.

Course of the Scenario in the
»sWorld of Specialized Innovators*

Summary: An environment of sustain-
able innovation has been established
in the world of German logistics.

Companies make significant invest-
ment in research and development.

News crawler: ,Global cyber attacks
crash logistics chains® The “Internet

of Things” reveals security gaps.

~Supply chain security“ has been the
top issue in public logistics debates
for three years now. They allow data
risk to be reduced considerably
through new, technical solutions and
qualifications for data processing.

Studies show: the best-in-class iden-
tified process and data security as a
success criterion and turned it into

a supply chain brand. Furthermore,
they are continuously developing new
standard and security protocols.



The key success factors of specialized
innovators are their ability to quickly iden-
tify trends, the global network required to
translate those trends and a strong - pos-
sible even regionally differentiated - brand
that allows customers to identify with the
products and services. Shared values and
focus (vision) are essential in managing

a global network if the company does not
have the option of integrating networks
into their own structure (see Scenario ll).
As a result, the critical success factors for
companies today are defining, living and
establishing a value and compliance (CSR)
committee in an innovation-driving work
environment. In doing so, companies and
cooperation partners should establish a
common basis for employee development
in the Western world and on employee
loyalty in Asia. This scenario is suitable for
innovation-intense companies that orga-
nize and build their own network, while
maintaining their flexibility and indepen-
dence. This scenario is especially relevant
for highly innovative companies.

Scenarios of the Future of the Supply Chain
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Possible Courses of Action

Strategic Course of Action Options

Managers should invest one third of their time in the development of future
scenarios, while two thirds of that time should be dedicated to transferring
and applying the results. The scenario transfer in particular tends to be a
challenge for many companies. The study at hand makes an initial contri-
bution to the transfer process, which it does through the development of
strategic course of action options and the evaluation of them pursuant to the
four scenarios. Nine generic options are evaluated in the respective scenarios
using the scoring model shown in the following diagram.

The evaluation is performed by means of a panel survey. The evaluation
reveals that strategic course of action options ,employee development /
recruiting“and ,cost reduction®achieve the highest scores across the board,
i.e.independent of the scenario. Thus, they are considered future-proof
strategies, ones that are likely to be beneficial in all scenarios and thus
should be employed or intensified in the short term if not immediately -

in order to ensure the company‘s success in the future.

In addition to the future-proofness of the individual options in all scenarios,
decision-makers can also identify the most effective options for an individual
scenario and apply a well-focused strategy to one or two scenarios. For ex-
ample, ,employee development / recruiting” and ,expansion of the distribution
channels” might be a promising selection for the ,World of Regional Networks®,
while ,development of new markets®and ,investment in R&D"“ may be more
beneficial for the ,World of Specialized Innovators® This does assume that
companies already have a clearly-defined focus and positioning for the future
in place (global vs. regional / integration vs. cooperation), meaning one of the
two axes should be defined as material to the company's strategic focus.

The options presented here are generalized and will need to be revised in
accordance with a company's specific information; these options are merely
the first step in developing scenario-based supply chain strategies. Decisi-
on-makers can perform SWOT analyses for each scenario as well, in order
to analyze the strengths, weaknesses, opportunities and risks of specific
products, solutions, segments, etc. Exactly how the future will unfold cannot
be predicted, which makes it even more important to have clear, strategic
action alternatives for managing the supply chain or the company.



Strategic Course of

Action Options

|. World of
Regional Networks

Il. World of
Digital Networking

Course of Action Options for the Scenarios

I1l. World of
Local Individualists

IV. World of
Specialized Innovators

Development of
new markets

Employee development /
recruiting

Investment in research
& development

Cost reduction

Reaction to the
competition

Sales measure

Investment in PR/
advertising

Expansion of
distribution channels

Development of new
business fields

Relevance: o High

E.g. start-up,
strategic alliance

E.g. train-the-trainer, corporate
academy, talent management /
acquisition

E.g. collaborations with
higher-education institutes,
product innovation, sustainability

E.g.vendor integration,
re-negotiation / RfPs

E.g.Me2, wait-and-see &
maintaining flexibility,
control of local supply

E.g. expansion of presence,
increase customer service

E.g. radio, corporate TV,
employer branding,
personal networks

E.g.direct sales,
convenience shops, eCommerce

E.g.variant management,
horizontal integration

0 Middle e Neutral

E.g.joint venture, M&A

E.g. corporate academy,
global recruiting,
active know-how transfer

E.g. technologies, system
integration, big data innovation

E.g. process and service
optimization, renegotiation / RfPs,
economies of scale

E.g. hostile takeover, lobbying,
employee poaching, legal dispute

E.g. sales promotions,
increase sales team

E.g.campaigns, trade fairs,
social networks, sponsorships

E.g. cross-selling,
eCommerce

E.g. diversification of the product
portfolio, vertical integration

Q Negligible

E.g. cooperation

E.g. basic technical training,
mentoring program, government
subsidies

E.g.internal process

E.g. purchasing optimization &
cooperation, inventory manage-
ment, HR cost management

E.g. Me2, divestiture, opting out,
price reduction

E.g. personal contact,
success stories, increase
customer service, commissions

E.g. regional events,
social & personal networks
Online marketplaces

E.g.independent sales partners,
eCommerce, reference base

E.g. continuous penetration of
new business fields,
complementary services

o None

E.g. start up, franchise /
licensing business, M&A

E.g. high-potential program,
internal academies,
head-hunting, acquisition,
high-variable remuneration

E.g. product & service innovation,
open innovation

E.g. promotion of open book,
vendor integration, reduction of
innovation cycles

E.g. IP management, legal dispute,
employee poaching, fusion

E.g. shortage & exclusivity,
product placement and
sponsorships

E.g.trade fairs, showrooms,
corporate TV, lead user

E.g. social media,
m-commerce, f-commerce

E.g. diversification of the product
portfolio,complementary services
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Possible Courses of Action

Course of Action Options in Connection with the Scenarios

Specific Recommendations by ,Ruler Type*
The best way for the regional ruler to reinforce their regional power is by:

+ Focusing on purposeful and systematical employee development within
their region, thereby strengthening the emotional connection to the company.
This creates a sense of employee loyalty through increased competence,
for example through train-the-trainer programs or corporate university
approaches in cooperation with partners from the supply chain or other
companies. The goal of such actions is not merely to keep know-how in the
company, but to expand it as well.

+ Systematically expanding their distribution channels, e.g. expanding them
to include direct sales, convenience shops (kiosks, gas stations), eCom-
merce and by ensuring a high degree of customization (order quantity: 1).

+ Ensuring an adequate product portfolio and by selecting their partners
based on whether the partner can optimally support the strategic and
regional positioning, as well reinforce the local connection and acceptance.

Key decision factors for the regional ruler are the maintenance and expansion
of their local network and their positioning, as well as selecting the appropria-
te sales channels.

The information leader expands their market power by:

» Focusing on process, resource and service optimization, thereby attaining
cost advantages.

» Continuously collecting new RfP and performing new negotiations,
thereby using their scaling advantages and degree of integration against
the competition.

« Reviewing partnerships based on benefit factors and using their (market)
power to enforce global (or even political) changes.

» Key decision factors for the information leader are the integration and
leadership capabilities of the various divisions of the company.

Survival artists ensure their survival by:

» Focusing on the local involvement and services of their company, e.g. in the
form of a local purchasing association for regional products and solutions
and by optimizing their inventory and HR cost management.

» By strengthening their chances of survival through smart sales measures,
such as target group-specific enhancement of customer service or product
customization (order size: 1), as well as through systematically collected
references, success stories or through the development of complementary
services such as the penetration of new business fields.



Key decision factors for this ruler are a close linkage to regional conditions
and developments, as well as the ability to quickly anticipate service solutions
and products.

The king of niche markets protects their domain by:

+ Using their strong brand name to develop new markets, such as start-ups
or franchising, and controlling them with an innovation-driving risk ma-
nagement approach.

+ By establishing employee loyalty among critical employees through
development programs, e.g. through high-potential programs and ensuring
an innovative working environment in a global structure.

+ By purposefully instilling a sense of loyalty to themselves and their company
in innovators and high performers.

« Byinvesting in research and development and specifically focusing on open
innovation, a concept that allows every partner in the supply chain, inclu-
ding the customer, to participate in innovations via an Internet platform.

+ Key decision factors are innovation and technology leaps that are immedi-
ately integrated into products and services.

Course of Action Options for the Scenarios

Common Recommendations for All Four ,,Rulers*

In addition to the specific course of action options for the individual scenario
participants, there are also recommendations that apply equally to all four
Lrulers® They concern innovative ability, personnel development and manage-
ment, as well as data security in all communication channels:

- That the innovative capability of companies and networks must be ensured
and advanced is almost universally applicable. The frameworks required
for such must also be in place, despite increasingly strict regulations in the
process industry.

- Employee selection, personnel development and management development

are the key success factors for supply chain management in the future.
Given the shortage of expertise and executives in the Western world, the

lack of a sense of loyalty to companies among experts and managers in Asia

and the continuously growing demand for management and employees,
the following will be even truer in the future than it is today: it's a people's
business!

- Data security and the careful use of data is not merely a success factor for
the future, it is increasingly becoming a risk factor. Data protection gaps
that can be traced back to companies or networks in regulated areas can
pose a threat to a company‘s entire existence in the future.

This means, the balance between processes and standards on the one hand,
and the development and structural framework for individuals on the other,
will shift toward a direct responsibility by the individual in years to come. This
requires new managerial tools in organizations and companies.
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Summary

Scenarios Are the Golden Ticket to the Future

Scenarios are the golden ticket to the future or, to use another metaphor: the
philosopher‘s stone of the future. And similar to the proverbial philosopher’s
stone, only very few managers to date are familiar with this stone that bears
wisdom for the future. Scenarios are not yet as widely used as they should

be given the urgent challenges the future is already presenting. That is why
the study at hand employed the scenario methodology. The extent to which

a person firmly rooted in business practices can or will apply the strategic
recommendations in this study in their own company or managerial scope
will also depend on the culture prevalent within their company as well as that
company‘s willingness to take risks.

A culture of wait-and-see always gives companies a certain security and
stability in the short term. Yet, it is certainly not the culture that gives the
best chances for the future and for survival. Even the wording of this study is
suggestive of this idea: after all, said ,courses of action“imply action and not
just waiting. Of course: active action requires courage and a certain willing-
ness to take risks, also referred to in layman’s terms as ,entrepreneurship®.
Meaning: the future in 2020 and beyond belongs to those who are brave and
take entrepreneurial action.

We can expect the gap between globalization and regionalization, as well

as full integration and intense collaborations to widen even more, thereby
forcing companies to choose a direction. The decision can be made actively

or reactively, depending on the company culture. However, the decision itself
will be determined by the risks on the one side and the opportunities on the
other.Yet even within the increasingly volatile environment, there are a few
constants companies can use for orientation. These include the two, almost
universally-applicable course of action alternatives: employee development /
recruiting and cost reduction.

Furthermore, it is recommended that networks be created independent of
the degree of integration in the future. This raises the first of two decisive
questions - the question of positioning a company as a global or regional

player. This question should, if not yet answered, be answered quickly, since
the two poles and thus the target groups will only continue to diverge. The
decision on degree of integration can be stretched out over the next few years,
even from a risk perspective.

Another criterion is employee development and loyalty. Depending on the
nature and regional significance of the company, different focal points may
exist in regard to the competences and skills of the employees of the supply
chain. Current developments already show signs of a coming crisis and the
development of a ,war of talents®in the Western world. This means, fast
action is essential. In addition, the economic developments in Asia and in
China in particular show the importance of capable and reliable employees.
At the same time, Asia should no longer be treated as a ,low-wage® country -
or as an extended workbench. Instead, it should be understood and treated as
a business and production market. This applies to both employee remunera-
tion, as well as the social frameworks and development options that they can
be offered. The transition toward growing prosperity will be seen in Asia as
well, although the local culture, specifically in regard to the general willing-
ness to change employers, cannot be changed and instead must be integrated
into the company‘s focus to render it advantageous.

Innovative capability is another key component for success in the future,
regardless of a company's focus. It is important to develop integrated models to
that end and to actively integrate customers and employees in those models.

The high degree of complexity involved in the challenge of ,the future® cannot
be mastered single-handedly. Cross-industry and cross-divisional expertise
for developing new concepts for employee qualification and loyalty, as well as
in regard to innovation and managing networks, is essential. Sound, strategic
decisions cannot be made until comprehensive knowledge of all options is
available.



Research Partners

.Msg

msg is an independent, international group of companies with more than
4,500 employees around the world. The group of companies offers a holistic
service spectrum of creative, strategic consulting and intelligent, sustainable
and value-added IT solutions for the following industries: automotive, financi-
al services, food, insurance, life science & healthcare, public sector, telecom-
munications & media, travel & logistics as well as utilities and has acquired
an excellent reputation as an industry specialist during its more than 30 years
in business.

Within the group, independent companies cover the wide variety of industry
and issue-based competence: msg systems ag forms the core of the company
group and works in close cooperation with the subsidiaries, both on a busi-
ness and organizational level. This allows the competence, experience and
know-how of all the members to be bundled into a holistic solution portfolio
with measurable added value for its customers.

msg holds seventh place in the ranking of IT consulting and system integration
companies in Germany.

EBS = Universitat

flr wirtschaft und Recht

EBS Universitat fur Wirtschaft und Recht is a leading private business
university in Germany with locations in Wiesbaden and Oestrich-Winkel.
EBS Universitat currently has over 1,500 students.

In their research, the university uses an applied approach to business.
Furthermore, EBS Universitat also supports experts and managers from

the industry by offering continuing education programs. The EBS Business
School, a pioneer among Germany business schools, has been training future
managerial figures with an international perspective since 1971 and has one
of the most highly recognized business management faculties in Germany.
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