
AN ANALYSIS OF PORTERS VALUE CHAIN

Learn how to use the Michael Porter 's Value Chain Analysis to understand the collection of activities of a company that
create value for its customers. Including.

In response, governments have cut Corporate income tax CIT rates or introduced new incentives for research
and development to compete in this changing geopolitical landscape. Based on this overview managers are
better able to assess where true value is created and where improvements can be made. Consequently, a
company also needs to optimize these linkages in order to achieve competitive advantage. To enhance
efficiency and to optimize profits, multinational enterprises locate "research, development, design, assembly,
production of parts, marketing and branding" activities in different countries around the globe. For example,
the suppliers that you use to purchase raw materials, or the storage systems that you use in-house once
materials have been received, would fit nicely into this category. Key Points A value chain is a set of activities
that a firm operating in a specific industry performs in order to deliver a valuable product or service for the
market. This includes finding vendors and negotiating best prices. For example, there's a link between
developing the sales force an HR investment and sales volumes. Depending on how lean the company is, the
product can be shipped right away or has to be stored for a while. The sum total of link-level value-added
yields total value. A systematic way of examining all of these internal activities and how they interact is
necessary when analyzing the sources of competitive advantage. In addition, many products pass through the
value chain of channels channel value on their way to the buyer. Sure, those are the direct ways that you can
add value to your products, but there are a number of support activities that are extremely important as well.
University of Cambridge. Accounting, legal, administrative, and general management are examples of
necessary infrastructure that businesses can use to their advantage. Capturing the value generated along the
chain is the new approach taken by many management strategists. Then, he further breaks those down into
four activities that help support primary activities. Your rating is more than welcome or share this article via
Social media! Marketing and Sales This part of doing business can never be overlooked. Organizations use
primary and support activities as building blocks to create valuable products, services and distinctiveness.
Technology development These activities relate to the development of the products and services of the
organization, both internally and externally. Porter proposed a general-purpose value chain that companies can
use to examine all of their activities, and see how they're connected. Procurement, also known as purchasing,
is all about getting what you need, when you need it, for the right price. By following these basic steps the
organization can be analyzed using the Value Chain. The simpler concept of value stream mapping , a
cross-functional process which was developed over the next decade, [14] had some success in the early s. In
the figure dotted lines represent linkages between a support activity and a primary activity. The SCOR
framework has been adopted by hundreds of companies as well as national entities as a standard for business
excellence, and the U. Value chain analysis has also been successfully used in large petrochemical plant
maintenance organizations to show how work selection, work planning, work scheduling and finally work
execution can when considered as elements of chains help drive lean approaches to maintenance. The way in
which value chain activities are performed determines costs and affects profits, so this tool can help you
understand the sources of value for your organization. The Maintenance Value Chain approach is particularly
successful when used as a tool for helping change management as it is seen as more user-friendly than other
business process tools. When a product or service is seen as a good value for the price that is being asked in
return, a sale will be made. A solid infrastructure is necessary for all primary functions. Things like
accounting, administrative, legal, and more are all necessary to keep the business moving in the right direction
day after day. Understanding the value of people is something that successful businesses never take for
granted. Step 3: identify links This is a crucial and time-consuming step because this is about finding the links
between the added value you have identified. After all, strategic management is often the starting point from
which all smaller decisions in the firm are being based on. Operations: Converts raw materials and labor into
goods and services. Examples: material handling, warehousing, inventory control, vehicle scheduling and
returns to suppliers.


