Creative Economy
2025,VOL. 9, NO. 2, 146-149
DOI: 10.47297/wspceWSP2516-251925.20250902

The role of supply chain management in cost control and profit promotion
Chen Lv

Jinan Advanced Investment Group Co., Ltd., Jinan, Shandong 250000

ABSTRACT

Under the background of intensifying global competition and rising market uncertainty, enterprises are facing double pressures
of cost control and profit growth. Supply chain management, as the core link between production and consumption, its
operational efficiency directly affects the cost structure and profit space of enterprises. The deep penetration of digital
technology has promoted the evolution of the supply chain to the direction of intelligence and networking, but there are still
adaptation faults in the integration of traditional management models and emerging technology tools, problems such as
information islands, demand fluctuations, and logistics efficiency bottlenecks continue to restrict the effect of cost optimization.
This paper systematically discusses the synergy mechanism of supply chain management in cost control and value creation, in
order to provide a theoretical reference for enterprises to build a modern supply chain system with agility and anti-risk ability.
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The reconstruction of the global industrial chain pattern is reshaping the essential logic of enterprise competition.
Under the multi-dimensional challenges of the rise of consumer sovereignty, the shortening of product life cycle, and the
strengthening of environmental regulation, the acquisition of cost advantage has changed from a single production
efficiency race, to a single production efficiency race, to the competition of value integration ability in the whole supply
chain.

The trend of manufacturing servitization promotes the extension of the smile curve to both ends, and the cost
proportion of R & D design, logistics distribution, after-sales support and other links continues to rise. The traditional cost
control paradigm faces the dilemma of diminishing marginal returns. In the wave of change, the strategic value of supply
chain management has been unprecedentedly highlighted. The construction of supplier coordination network in the
procurement link directly affects the cost of raw materials and supply stability; The flexible transformation of the
production end is related to the inventory turnover efficiency and excess capacity;The topology optimization of logistics
network determines the equilibrium level of transportation cost and delivery time. At present, the practice of supply chain
optimization shows significant technology-dependent characteristics, but the expansion of instrumental rationality often
covers up systemic risks.

Although the demand forecasting model driven by artificial intelligence can improve the accuracy of stock, it is difficult
to deal with sudden supply chain interruptions. While blockchain traceability technology enhances quality control, it may
lead to a surge in negotiation costs due to too many nodes. This paper studies the role of supply chain management in
cost control and profit improvement of enterprises, in order to provide some theoretical support and practical guidance
for related fields.

1 Influence Mechanism of supply chain management on cost and profit
1.1 Procurement synergies

Supply chain management achieves the bargaining advantage and cost-intensive effect of large-scale procurement by
integrating decentralized procurement needs and building strategic supplier alliances. The centralized purchasing model
breaks the information island between departments, aggregates the scattered orders into a bulk purchasing agreement,
and significantly reduces the comprehensive cost of unit materials. The supplier's early involvement mechanism promotes
the technology collaborative innovation, and the manufacturer guides the supplier to optimize the raw material
specification by sharing the product design parameters, so as to reduce the hidden cost caused by the later engineering
change. The deep integration of the electronic data exchange system realizes the full link digitization of the procurement
process, and the order processing cycle is compressed from the traditional linear process to the real-time dynamic
response, which improves the supply stability and reduces the time cost loss. The application of the strategic vendor-
managed inventory model transfers the inventory holding cost to the upstream of the supply chain reasonably, the
manufacturer accurately allocates materials based on the actual production demand, and the capital occupancy
efficiency is significantly optimized.
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1.2 Lean production optimization

The penetration of Lean production concept in supply chain focuses on the systematic elimination of non-value-added
links in the production process. The collaborative application of just-in-time production and kanban management system
has improved the efficiency of raw material inventory turnover to the industry-leading level, and the storage space
occupation and capital sunk cost have been fundamentally improved. Through process balance and process
reengineering, the one-piece flow production mode can greatly reduce the backlog of WIP, release cash flow and reduce
the risk of inventory stagnation. The introduction of flexible manufacturing system makes the production line switching
efficiency leap forward, and the marginal cost of small batch customization production approaches the economic
threshold of large-scale manufacturing. The dynamic adjustment mechanism of production rhythm matches the
fluctuation of market demand in real time to avoid the energy waste caused by idling of equipment or the increase of
maintenance cost caused by overload operation. This refined control reduces the direct production cost, enhances the
market response ability by shortening the production cycle, and provides time competitive advantage support for
product premium.

1.3 Logistics network reconfiguration

The topology optimization of multi-level logistics network is realized by intelligent algorithms to minimize the global
cost. The regional distribution center network based on the facility location model can significantly shorten the average
transportation radius, and reduce fuel consumption and carbon emissions simultaneously. The intelligent matching
engine of multimodal transportation scheme dynamically integrates highway, railway and air transportation resources,
and systematically reduces unit logistics cost under the premise of ensuring delivery timeliness. The large-scale
application of the cross-docking operation mode compresses the cargo detention time of the traditional storage node to
a very short period, and the inventory holding cost and the storage management expenditure are reduced
simultaneously. The logistics visualization platform integrates the Internet of things and spatial computing technology,
monitors the status of goods in transit in real time and predicts the transportation risk, and achieves a qualitative
breakthrough in the efficiency of abnormal event processing and the ability of cargo damage control. This network
reconfiguration not only produces obvious logistics cost savings, but also enhances customer stickiness by improving
delivery reliability, indirectly promoting the dual expansion of market share and profit margin.

1.4 Precision of demand forecasting

The machine learning-driven demand forecasting system deeply integrates multi-dimensional data sources, breaking
through the information processing limitations of traditional statistical methods. The dynamic safety stock algorithm
adjusts the inventory level based on the characteristics of demand fluctuation, which can effectively avoid the shortage
loss while restraining the excess inventory. The Collaborative Planning Prediction and replenishment mechanism opens
up the end-to-end data link of the supply chain, and the retail terminal data feeds back to the production planning
system in real time, and the order satisfaction rate and customer satisfaction are significantly improved. Demand
awareness technology identifies the direction of consumption trend change in advance through social media sentiment
analysis and search behavior mining, so as to improve the hit rate of new product development by leaps and bounds. The
evolution of this predictive ability reduces the waste of resources caused by the mismatch of supply and demand, and
obtains the pricing initiative by seizing the market opportunity to inject sustained momentum into profit growth.

2 Practical difficulties and challenges
2.1 Internal management bottlenecks

The deep obstacles of supply chain collaboration in enterprises come from the rigidity of organizational structure and
the blocking effect of data flow. The information island phenomenon caused by departmental selfishness makes it
difficult to unify the data standards and sharing mechanisms of procurement, production, logistics and other links, and
demand forecasting and inventory allocation have been separated for a long time. The production planning department
makes scheduling based on historical sales data, while the front-end insight of the market department can not be
synchronized to the manufacturing system in real time. This lag causes the safety stock setting to deviate seriously from
the actual demand fluctuation range. The structural contradiction between low inventory turnover rate and excess
capacity not only occupies a large amount of working capital, but also increases the cost of warehouse management. The
myopic tendency of supplier relationship management aggravates the supply risk. The purchasing department
excessively pursues the short-term price game and ignores the technical synergy value of strategic suppliers, the stability
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of key material supply is subject to contract cycle and market fluctuation. The fragmented implementation of digital
transformation further magnifies the management efficiency gap, the lack of deep integration between ERP systems and
MES systems deployed by some enterprises, and the fault between production site data and supply chain decision-
making layer, the optimization suggestions of intelligent algorithms are difficult to translate into executable solutions.

2.2 External environmental pressures

The uncertainty of the global supply chain network has increased sharply, and geopolitical conflicts and the
reconstruction of trade barriers have forced enterprises to bear double cost pressures. The sudden interruption of the
import channel of key raw materials not only pushes up the purchase price, but also forces enterprises to reconstruct the
alternative supply chain, and the compliance cost and quality verification cycle of new suppliers significantly increase the
operational burden of enterprises. The rapid iteration of the consumer demand structure poses a persistent challenge.
The surge in personalized demand and small-batch orders has broken the traditional cost-sharing logic under economies
of scale, the loss of efficiency and the increase of energy consumption caused by frequent switching of production lines
erode profit margins. The logistics network is constrained by energy price fluctuations and infrastructure bottlenecks,
competition for high-premium shipping space during periods of maritime capacity constraints, and land transport delays
caused by regional extreme weather, forcing companies to increase safety stock buffers, storage costs and capital usage
are rising at the same time. The policy pressure of strengthening environmental regulation has formed a new cost item.
The implementation of the carbon tariff mechanism has forced enterprises to carry out green supply chain
transformation. Although measures such as clean energy substitution and degradable packaging materials have
improved social benefits, however, in the short term, the cost of equipment renewal and process adjustment significantly
compresses the profit space. The accelerated iteration of technological change has triggered competitive investment
pressure. Competitors' blockchain traceability systems or smart contract applications have forced enterprises to continue
to increase digital investment in order to maintain market position, the cost of technological catch-up and the risk of trial
and error form a heavy financial burden.

3 Optimization strategy and practice path
3.1 Technology enablement upgrades

The distributed ledger characteristics of Blockchain technology provide a technical foundation for the reconstruction
of Supply Chain Trust mechanism. Through the construction of cross-enterprise alliance chain, the key data such as
supplier qualification certification, logistics signing status and quality inspection report are stored in the chain in real time
to form an tamper-proof whole process traceability system, significantly reduce the transaction dispute processing costs.
The collaborative deployment of Internet of things sensors and Edge computing nodes realizes the millimeter-level
monitoring of inventory dynamics, and the simultaneous optimization of storage space utilization efficiency and cargo
turnover speed. The predictive maintenance system driven by artificial intelligence reduces the cost of production delay
caused by unplanned downtime by analyzing the equipment operation data to predict the failure risk. Through the deep
application of digital twin technology, a virtual supply chain mirror system is constructed to simulate the resource
scheduling scheme in extreme situations, enhance the resilience of the supply chain and reduce the cost of trial and error.
The integrated application of these technical tools not only improves the automation level of operations, but also opens
up a new dimension of cost control through the accumulation and mining of data assets.

3.2 Process Reengineering and collaborative innovation

The implementation of vendor-managed inventory (VMI) model reshapes the procurement process, transfers
inventory responsibility to the upstream strategic partners of the supply chain, and the manufacturer triggers the
replenishment order based on the actual consumption data, the inventory holding cost is reduced and the shortage risk is
reduced simultaneously. Green Supply Chain Process Reengineering focuses on closed-loop design, implanting
environmental protection genes in the whole process from raw material selection, production and processing to reverse
logistics, and promoting the coordinated development of packaging material degradation and transportation path
carbon footprint optimization, reduce environmental compliance costs and increase brand premium space. A cross-
border ecological collaboration platform is constructed to integrate heterogeneous data resources of manufacturers,
logistics providers and retailers, and the joint training of demand forecasting models is realized through federated
learning technology, it not only guarantees data privacy but also improves prediction accuracy. The modular
transformation of production scheduling supports flexible manufacturing, and the production line process is quickly
reorganized through standardized interfaces, so that the unit production cost of small batch orders is close to the
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economic threshold of scale.

3.3 Strategic cost management

The total cost of ownership (TCO) model is implemented to reconstruct the procurement decision-making logic, and
the focus is shifted from the procurement price of materials to the evaluation of suppliers' technical capabilities, delivery
reliability, after-sales service cost and other life-cycle cost factors. The dynamic pricing strategy is deeply bound to the
resilience of the supply chain. By monitoring the price fluctuation of raw materials and the change of market demand in
real time, a price-cost-inventory linkage response mechanism is established, capture excess profits in the supply and
demand imbalance window period. Service-oriented transformation extends the boundary of profit creation, shifting
from equipment sales to providing value-added services such as preventive maintenance and capacity sharing, and
transforming fixed costs into continuous income streams. Risk and cost hedging mechanism innovation, the use of
financial derivatives to lock in key raw material purchase price, through the futures market and the spot market
combination operation smooth cost fluctuation curve. This strategic perspective of cost management transforms the
supply chain from a cost center to a value engine, and excavates the hidden profit growth point while controlling the
explicit cost.

4 Conclusion

The strategic value of supply chain management has been fully demonstrated under the dual goals of cost control and
profit improvement. Its essence is to realize the optimal allocation of resources and value fission through systematic
collaboration. Purchasing Synergy breaks the traditional bargaining boundary, lean production optimization eliminates
non-value-added losses, logistics network reconstruction releases spatial efficiency dividends, and demand forecasting
precision breaks the bullwhip effect, these mechanisms together constitute the core driving force for enterprises to
reduce costs and increase efficiency. However, the real challenges posed by organizational inertia leading to data silos,
supply disruptions caused by geopolitical factors, and cost restructuring imposed by environmental regulations require
enterprises to transcend the logic of short-term cost reduction and evolve towards a resilient supply chain system. In the
future, it is necessary to focus on frontier fields such as compliance adaptation of smart contracts, technology integration
of carbon footprint tracking, and resilient balance of global-regional supply chains, so as to cultivate new competitive
advantages in the dynamic balance of efficiency and security.
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