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Background and purpose: Banks recognize the critical importance of
performance management in achieving success within the service supply chain.
Consequently, the objective of this research is to design a performance
management model in the service supply chain of private banks in the country
with a systems dynamics approach.

Research method: In this study, the qualitative component employed the
foundational data method to develop the model, followed by conducting
interviews with 12 subject matter experts until theoretical saturation was achieved.
Subsequently, Vensim software was utilized to construct the dynamic model of the
system.

Findings: The results of the systems dynamics analysis indicate the existence of
four distinct scenarios concerning causal factors, intervening variables, platforms,
and strategies relevant to performance management analysis within the service
supply chain of private banking institutions in the country.

Conclusion: The application of systems dynamics modeling facilitates a more
comprehensive and transparent analysis of the interactions among the components
of the service supply chain. By systematically evaluating and optimizing each
scenario, performance management within the service supply chain can be
substantially enhanced.

Keywords: performance management, service supply chain, private banks, system
dynamics
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Introduction

The performance management cycle constitutes a strategic and dynamic methodology aimed at
enhancing employee performance, consequently leading to a significant increase in
organizational efficiency (Ali et al., 2024). In recent decades, the domain of performance
management within supply chains has experienced substantial growth in academic research,
serving as an integrative element that aligns diverse facets of business improvement.
Specifically, performance management in supply chains is pivotal for strategy formulation and
plays a critical role in the subsequent implementation and monitoring of these strategies (Kazemi
et al., 2021). Thus, the timely and accurate evaluation of the entire supply chain is essential for
successful performance outcomes (Mondel, 2021). The objective of supply chain performance
management is to optimize business processes through the monitoring and analysis of key
performance indicators (Asamoah et al., 2021). In the contemporary banking sector, there have
been significant transformations in the delivery of services to customers, which have resulted in
considerable shifts in customer expectations regarding products and services. The advancements
within the country's banking sector—including the establishment of private banks, the
privatization of major banking institutions, and the relative facilitation of certain services—have
elevated customer expectations. Concurrently, some of these expectations remain unmet,
presenting a notable challenge within the industry.

Research Method

In this study, a mixed-methods approach was employed, beginning with a qualitative phase in
which the foundation data method was utilized to develop a performance management model
tailored for the service supply chain of private banks in the country. This phase involved
conducting interviews with twelve subject matter experts until theoretical saturation was
achieved. Following the qualitative assessment, a system dynamics approach was adopted to
identify complexities within the system through mathematical modeling grounded in systems
thinking principles. The initial phase involved defining the problem in a dynamic context,
reflecting the behavior of relevant variables. Model conceptualization serves as an abstraction of
empirical phenomena into a structured framework of variables and interactions, transitioning
from a general overview to a detailed representation. The formulation of feedback loops resulting
from information exchange within the system is critical; for instance, if variable A influences
variable B, the feedback mechanism through which B subsequently impacts A must be
elucidated.

Feedback structural propositions within the model are established based on dynamic hypotheses,
which guide the characterization of the desired phenomenon's behavior or provide supportive
insights. Though these dynamic hypotheses are articulated during the model conceptualization
stage, the attainment of consistency within the feedback structures necessitates multiple
iterations through conceptualization, formulation, simulation, and evaluation phases. The
identification of adopted plans and policies within the framework of policy analysis constitutes
distinct components of the sixth step, leading to the final stage of model exploitation, where
decision-making patterns pertinent to the reality encapsulated by the model are formulated.
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Findings

The principal phase of the foundation's data analysis is selective coding, during which the
researcher formulates a theory derived from the results of open and axial coding. Subsequently,
the system dynamics methodology is employed to identify feedback loops for the evaluation of
system performance. Figure 1 illustrates the simulation of supply chain performance based on the
amassed data, indicating that the performance value of the supply chain is increasing over a
duration of 100 months, thereby demonstrating the model's rational behavior.
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Figure 1. Simulation of prolonged time horizon supply chain performance metrics

Proposed Scenarios: To achieve the primary objective of modeling dynamic systems, it is
essential to explore various potential policies aimed at enhancing model performance.
Consequently, subsequent to validating the model and attaining expert consensus, results
derived from scenario analysis can be employed to assess different policies for system
improvement. This study examined four scenarios:

Scenario One: Evaluation of supply chain performance metrics through the optimization of
interventionist conditions. As illustrated in Figure 2, the supply chain performance value
exhibited minimal variability between 2013 and 2018; however, a significant upward trend
emerged from 2018 through the conclusion of the simulation period, characterized by
exponential growth. Thus, by implementing more effective control measures over intervention
factors such as banking services, organizational strategies, and appropriate corrective actions,
along with the adoption of sound management policies, it is possible to mitigate valuation
fluctuations associated with supply chain management performance and potentially achieve
enhanced performance outcomes.
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Figure 2. Simulation of the Initial Scenario

The second scenario involves evaluating the value level of supply chain performance through
the enhancement of causal conditions. As depicted in Figure 3, the model simulation has been
analyzed with an emphasis on the amplification of these causal factors. The proximity of the
equal state to the maximum state remains minimal from the commencement of the simulation
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until the year 1406; however, post-1406, a notable and significant upward trend in performance
can be observed. Consequently, by further reinforcing the elements of the causal conditions, we
can realize an enhancement in the performance value of the supply chain throughout the
duration of the simulation.
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Figure 3. Simulation of the Second Scenario

The Third Scenario: Evaluation of Supply Chain Performance Enhancement through
Strengthening Background Conditions - In this scenario, as illustrated in Figure 4, the model
simulation is assessed based on the impact of background conditions. The performance
valuation of the supply chain is elevated compared to the baseline state in the optimal condition
and is superior to the current state in the baseline condition, attributed to the enhancement of
foundational conditions.
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Figure 4. Simulation of the third scenario

The fourth scenario evaluates the value level of supply chain performance through the
enhancement of strategic implementation. As illustrated in Figure 5, the model simulation
demonstrates the interrelationships among strategies. It is observed that the value level of
supply chain performance, under optimal relationships, surpasses that of equal relationships,
which in turn outperforms the current state. It is important to note that these developments were
not significantly evident during the simulation period from 2010 to 2019; however, from 2019
until the conclusion of the simulation period, a discernible increasing trend emerges.
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Figure 5. Simulation results for the fourth scenario
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Conclusion

This research demonstrates that the performance management model for the service supply
chain in private banks comprises causal factors such as increased competition, supply chain
inefficiencies, and challenges within the banking system. A supply chain is defined as the
comprehensive flow of materials, information, customer funds, and services from suppliers of
raw materials through manufacturing and distribution channels to end consumers. It
encompasses the organizational entities and processes that generate goods, information, and
services for delivery to intended recipients. According to Khan et al. (2016), the service supply
chain is a dynamic entity characterized by concurrent activities, ongoing evaluations by
stakeholders, the technology employed, and the organizational framework. Its primary objective
is to enhance customer choice and access to information while creating consumer value. The
findings also indicate that effective performance management in the service supply chain of
private banks necessitates consideration of intervening factors such as the implementation of
appropriate corrective measures, organizational strategies, and challenges associated with
banking services, alongside foundational factors including service quality management,
enabling elements, and management interventions. Additionally, strategic approaches—namely
development strategy, partnership strategy, discovery strategy, and concentration strategy—
along with the resultant implications of service supply chain performance management,
including the refinement of performance evaluation systems, enhancements in financial and
administrative functions, overall performance improvement, innovation, and supply chain
development, are also critical.

A banking supply chain encompasses both supply and demand elements that pertain to the
overall banking framework. Consequently, it includes the interconnected processes of fund
sourcing, fund management, and the payment and collection of funds to and from customers.
These activities may be executed directly by the bank or via intermediaries or agents. The
outcomes of this study align with the findings of Mohgar and Abbasi (2021) and Shahabi et al.
(2021). Mohgar & Abbasi (2021) identified causal, intervening, foundational factors, strategic
approaches, and resultant implications in the context of a banking service supply chain
sustainability model. Similarly, Shahabi et al. (2021) analyzed factors impacting the
development of banking service supply chains and noted that with the advent of the Fourth
Industrial Revolution, new entities such as fintech will integrate into the banking service supply
chain. This transition will enhance factors such as systematic information flow across the supply
chain, inter-organizational collaboration, stability and transparency, flexibility, and service
personalization, thereby transforming the flow of finance, information, and services within the
banking service supply chain. Based on these findings, it is recommended that managers
consistently monitor and assess the supply chain environment to identify disruptions and
analyze the organization’s strengths and weaknesses in order to respond effectively to the
dynamic landscape.
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