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Introduction
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Synoptic Overview: SBU most affected
by Value Chain Management Process
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DEFINITIONs (1/5)

VALUE CHAIN:VALUE CHAIN:

InterlinkedInterlinked valuevalue--addingadding activitiesactivities that convert inputs into outputs

which, in turn, add to the bottom line and help create competitivewhich, in turn, add to the bottom line and help create competitive

advantage. A value chain typically consists of (1) inbound

distribution or logistics, (2) manufacturing operations, (3) outbound

distribution or logistics, (4) marketing and selling, and (5) after-

sales service. These activities are supported by (6) purchasing or

procurement, (7) research and development, (8) human resource

development, (9) and corporate infrastructure (Porter’s perspective).
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DEFINITIONs (2/5)

Value Chain MANAGEMENTValue Chain MANAGEMENT::

The process of organizing the connected group of activities that

create value by producing goods or services from basic raw

materials for purchase by a consumer. The basic objectives ofmaterials for purchase by a consumer. The basic objectives of

employing value chain management in a business is to integrateintegrate

communicationcommunication and increaseincrease cooperationcooperation between production chain

members, in order to decrease delivery times, reduce inventories

and increase customer satisfaction.

THUS: IncreasingIncreasing EfficiencyEfficiency && EffectivenessEffectiveness based on a steady

Process/Production PATTERN.
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DEFINITIONs (3/5)

FUNCTIONAL STRATEGYFUNCTIONAL STRATEGY::

Organizational plan for human resources, marketing, research and

development and other functional areas. The functional strategy ofdevelopment and other functional areas. The functional strategy of

a company is customized to a specific industry and is used to back

up other corporate and business strategies.
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DEFINITIONs (4/5)

FUNCTIONAL STRATEGY:FUNCTIONAL STRATEGY: ExamplesExamples

ProductionProduction strategystrategy ("make or buy") - defines what the company

produces itself, and that purchases from suppliers or partners, that

is, how far worked out the production chain (Production Chain Size).is, how far worked out the production chain (Production Chain Size).

FinancialFinancial StrategyStrategy -- to select the main source of funding: the

development of their own funds (depreciation, profit, the issue of

shares) or through debt financing (bank loans, bonds,

commodity suppliers' credits).

OrganizationalOrganizational strategystrategy - decision on the organization of the staff

(choose the type of organizational structure, compensation system).
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DEFINITIONs (5/5)

COMPETITIVE ADVANTAGECOMPETITIVE ADVANTAGE::

A superiority gained by an organization when it can provide the

same value as its competitors butbut atat aa lowerlower priceprice, or can chargesame value as its competitors butbut atat aa lowerlower priceprice, or can charge

higher prices by providing greatergreater valuevalue throughthrough differentiationdifferentiation.

Competitive advantage results from matching core competencies to

the opportunities.

PORTER’sPORTER’s PerspectivePerspective: 1)Cost Supremacy

2) USP

3) Niche’s FOCUS

Session: 10) Functional Strategies : Value Chain Management



CUSTOMER’s Expectations
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VALUE CHAIN:
Academic Perspective Layout
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Functional Activities
11

Session: 10) Functional Strategies : Value Chain Management



VALUE CHAIN MANAGEMENT
as a Corporate Main Strategy
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VALUE CHAIN:
Matricial Feeding Process
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FEATUREs:FEATUREs:

•• INTEGRATIONINTEGRATION

•• INTERCONNECTONINTERCONNECTON•• INTERCONNECTONINTERCONNECTON

•• COOPERATIONCOOPERATION

•• COMMUNICATIONCOMMUNICATION

•• (Mutual) SUPPOR(Mutual) SUPPORTT
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VALUE CHAIN:
Porter’s FRAMEWORK
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Company Value Chain
COOPERATION MATRIX
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PRECISE PRECISE 
CONTRIBUTION:CONTRIBUTION:

SBU + SBU + MatricialMatricial PatternPatternSBU + SBU + MatricialMatricial PatternPattern

�� Cooperation MATRIXCooperation MATRIX

THUS:THUS:

What does any supportive What does any supportive 

UNIT/FUNCTION provide the UNIT/FUNCTION provide the 

CORE FUNCTION with?CORE FUNCTION with?

(expectations)(expectations)
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Value Chain Unit
EVOLUTION MATRIX (1/2)
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Value Chain Unit
EVOLUTION MATRIX (2/2)
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STRATEGIC PLANNING
on Value Chain Management
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VALUE CHAIN VALUE CHAIN 
MANAGEMENT:MANAGEMENT:

COOPERATION MATRIXCOOPERATION MATRIX

added toadded to

EVOLUTION MATRIXEVOLUTION MATRIX
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Three main kinds of
Services/Facilities LAYOUTs
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Value Chain
LOGISTICs PERSPECTIVE
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LogisticsLogistics
SUPPLY CHAIN:SUPPLY CHAIN:

1.1. EXTERNALSERVICEsEXTERNALSERVICEs

2.2. INTERNAL SERVICEsINTERNAL SERVICEs
3.3. Projects Oriented Projects Oriented 

OrganizationsOrganizations

4.4. Plants & Machinery Plants & Machinery 
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SUMMARY (1/2)
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SUMMARY (2/2)
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