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Abstract

Cash flow is an indispensable element in the endurance of any
business, being its lifeline. In an uncertain business environment,
companies need to focus on cash flow risk in order to improve their risk
tolerance. Adopting effective cash flow risk management and value chain
management measures,enterprises can significantly increase their
economic efficiency and reach the aim of maximizing value. The
enterprise’s effect on external suppliers, customers, and banks is not only
taken into account by value chain management, but also its internal
business activities. All links of the enterprise’s value chain are traversed
by cash flow activities. A quantitative basis for enterprise value chain
management is provided by cash flow risk management, which is a chain
of value that an enterprise’s value chain provides.Maximizing value can
be achieved by enterprises through a combination of value chain
management and cash flow analysis.

Since the emergence of the frozen food processing industry after
more than 40 years of rapid development, with the slowdown of Chinese
external market economy, the price of raw materials required for food
processing changes dramatically, the competitive environment between
enterprises has become more complex, coupled with the enterprise itself
may be in production and operation, investment decisions, financing and

other aspects of unreasonable places, individual frozen food processing
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enterprises face challenges, sales are cold, net profit decline, performance
losses. Therefore, it is inevitable that quick-frozen food processing
enterprises will face some business crises. In recent years, Huifa Food’s
revenue growth has gradually slowed down, net profit has been declining
year by year, and a huge loss will be incurred in 2021.

Beginning with the theoretical foundations of value chain theory and
risk management theory, this paper examines how to handle cash flow
risk from a value chain viewpoint, utilizing Huifa Foods as an example.
At the outset, Huifa Foods’s cash flow risk is determined through the
internal and external connections of its enterprise value chain, followed
by an appraisal of the risk. The objectives of safety and value creation are
divided into four capabilities: debt servicing, liquidity, growth and
profitability; and several indicators are then assessed and analyzed.
Results of the assessment demonstrate that Huifa Foods carries a risk of
cash flow insolvency, with both short-term and long-term solvency being
weak. The risk of expansion is accompanied by unsteady cash flow from
operations and a lack of reinvestment capacity. Risk of profitability, with
a meager contribution of profit to cash. Recommendations to Huifa Foods,
stemming from the aforementioned issues, are to adjust the product sales
strategy and bolster the internal value chain’s oversight of accounts
receivable. Recommendations to enhance the thorough assessment of

suppliers and form strategic alliances from an external value chain
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viewpoint are being proposed concurrently.

Keywords: Value chain; Cash flow;Cash flow risk management; Huifa

Foods
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# 3-2 HRAEN 2017-2021 SERIAFE B T

2017 2018 2019 2020 2021
PRIk 55,546 80,444 84,083 104,446 130,652
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IR AR, LRI AR 2 R AR, R, Ak 2K 2 RO SRR R A%
I h i LSRR s - BRItz b, B BUE SIRIE 40 5 E AN I EE 2 2%
MR, XU RI A R B dh I 5 R AR L — 3R Bl S

F 3-3 2017-2021 4R AT TAT BTEE K T Bfi: Jit
2017 2018 2019 2020 2021
JEA K 6,877.11 8,524.55 9,829.26 11,731.49 7,508.56
PEAT e dh 3,136.04 5,137.02 4,552.52 6,521.84 7,320.48
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JEEAT T i A7 DR B 27.58% 34.35% 28.73% 32.35% 43.64%
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% 34 BEREN 2017-2021 SFEA PR A BN T
2017 2018 2019 2020 2021
AR PR AR 63,534.70 73,109.27  84,641.85 87,609.76  96,767.20
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X 3-11 BERE N 2017-2021 4F UK 2 3 A4

2017 2018 20219 2020 2021
I UAC TR 2R B R4 28.22 45.61 4925 42.29 36.01
I YA K SR i e R 12.76 7.89 7.31 8.51 10.00
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