		11







Value Chain Analysis
Student Name
Institution Name
Course Number
Due Date
Faculty Name





Introduction
A value chain refers to all the activities as well as activities and processes in a firm which assists a firm to add value to the final product. It is a powerful tool used to disaggregate a firm into a strategically appropriate activities so as to major on the sources of competitive advantage which is the specific activities which result to higher price as well lower expenses. A firm’s value chain is basically part of the larger value system involves companies either upstream or downstream. The idea on how value is established enables the managers to consider and figure out every activity as an expense as well as a step which has to add more increment of value to the final product as well as service (Smith, 2015). In this analysis we shall major on identifying the benefits of values chain analysis and identify how value chain analysis can aid in cost reduction. 
There are several approaches to the value chain analysis cost as well differentiation advantage. With cost advantage, upon determining the primary and support activities, businesses are expect to determine the cost drivers for every activity. A cost driver is an aspect which impacts the income spent on an activity. Cost drivers include working hours, machine used to make the products as well as shipping. The firm is then expected to find the association between activities with knowledge that if the expenses are minimized in another. One can then determine a way to minimize the expenses. Firms may use this technique when one wants to compete on expenses. The firm is thus required to determine the primary as well as support activities as well as the costs relation with each. The main objective is to minimize expenses of the activities as well as the number of resources used. 
With differentiation advantage, determining the activities which develop the greatest value to clients is the priority.  These involves the use of relative marketing techniques, knowledge on products as well systems, responding phones faster and meeting the expectations of the clients. The next phase involves evaluation of these techniques to enhance the value.  Majoring on client service, maximizing choices to customize products as well as services, providing incentives as well as adding product features are some of the techniques that can be used to enhance activity value (Harrison, 2019). Firms are expected to determine differentiation which can be maintained and which adds the most value. Famous firms which practice differentiation include Apple, Google and Starbucks. 
Value Chain, and Difference Between Primary and Secondary Activities
Value Chain
Value chain was used in order to aid in streamlining operation and make them more profitable through moving less efficient and non-core competency activity as well as operation outside the enterprise. Basically, the main aim of value chain is to maximize efficiency, deliver the most possible value to consumer at the lowest possible cost. Attaining the possible value to clients at the lowest potential cost.  Attaining the optimal value chain leads to major competitive advantages. 
Value is the accumulative amount which the buyers are willing to incur for a firm’s product. Value chain majors on the activities beginning with raw material till the change into final goods or services. Its competitive advantage of a company is as a result of discrete operation as well as how they associate with each other. The main aim of carrying out value chain analysis is to improve value creation as it monitors and minimizes costs. 
Primary Activities
Value chain is the sequence of activities that a firm performs so as to design, produce, market, provide and improve its services. In regard to value chain there are two main types of business activities. Which are the primary and secondary activities.  Primary activities are activities which are associated with changing inputs for instance raw materials to outputs in the form of products as well as service as well as the in delivery as well as the support from the after sales. 
The primary activities of value chain include inbound logistics which involves the receiving, storing as well as distributing of raw material that are used in the production process. This is where purchased inputs such as raw material are considered. It is as well associated with the external firms for instance suppliers; operations, when the needed material have been collected internally, operation chain transform the input into the required item. This stage is basically where the factory conveyor are used. Therefore this stage involves changing the inputs into the final product form. Examples of operations include machining, packaging, assembly, appliance maintenance, testing, printing such as facility operations (Peter, 2016). 
Primary activities as well include outbound logistics. This involves collecting, storing as well as physical distribution of the product to the clients. Examples include finished good warehousing, handling of materials, operations that involve delivery vehicles as well as scheduling. Marketing and sale refer to the processes which can be used for persuading clients to buy from the firm rather than the competitors. The benefits that the firm provide as well as the effectiveness of communication to the client are the main sources of value. Service are the last primary activities which are related to enhancing the value of the product or service to the clients, once it has been bought. 
Secondary Activities
Secondary activities aims at helping the primary activities more efficient. When the efficiency of the support activities are enhanced aids in benefiting at least one of the primary activities. These secondary activities include: procurement, technological development, human resources management, and infrastructure. Procurement is the acquisition of inputs as well as resources for the company. It majors on how a firm acquires raw materials and therefore it involves findings as well as negotiating prices with the suppliers as well as vendors. This is highly associated with inbound logistics primary activity.
Human resource management aids in hiring and maintaining workers that may meet business techniques and also assist design, market and sell the product. Basically, managing workers is essential for the primary activities. In addition infrastructure aids in covering the firm’s support systems as well as the function which allows it to enhance operations. This involves all accounting, legal as well as administrative operations. A solid infrastructure is essential for all primary activities.
Lastly technological development can be implemented in the research as well as development and can involve designing and developing manufacturing operations as well as automating processes. This involves appliances, hardware, software, procedures as well as technical skills. Basically, a firm working to minimize technology expenses for instance shifting from a hardware storage system to the cloud involves technological growth. 
Benefits of Value Chain Analysis
Efficient value chain analysis majors on optimizing business operations as well as increasing profits. Firms have the ability to optimize value for themselves, their vendors and their end clients when they efficiently manage the production flow as well as sales from inbound logistics to operations, outbound logistics, and marketing as well as sales and services. It enhances the flow of materials and products. The duration that is required for an item to get to the clients is the main indicator of the efficiency in that the product flows. The faster the item arrives to the clients, the more effective is the product flow. There are as well other elements to be considered for instance material quality as well as items which later get to the clients, the balance between supply and demand, the expenses involved. If the value chain management is carried out efficiently, the product flow and materials is enhanced through the effective forecasting sales as well as demand and enhanced inventory management (Paul, 2015). There are minimal delays and products tend to be visible as well as traceable through the supply chain. 
Clients constantly are in need of a response in real time and also easy access to information related to products as well as other elements of the supply chain. The information flow is the environment shouldn’t be interfered with.  When the information is intermittent or insufficient, the association between clients and suppliers tend to get strained. When value chain management is efficiently implemented, the bottlenecks to the information flow are eliminated. The reliability of data is assessed and resolutions are put in place to solve the issues.
Value chain analysis aids in enhancing the flow of finances. Supply chain management does not only enhance the flow of products it as well enhances the flow of cash. The basic supply chain may include high number of payments as well as invoices each year. With cash inflows and outflows being variable and unpredictable, the event tends to be more complicated. Value chain management assist firms to address the issues related to financial flow by allowing them to evaluate their situations and identify solution to the issues. 
Value chain analysis is associates with limited cost advantage. Value chain analysis allows firms to determine this profitable value based operations and those that are not. Through evaluating value creating operation, it as well enables the firm to determine the cost drivers of each process. This then enhance the cost improvement techniques to be implemented while at the same time not lowering the clients’ value.  The firm gains the ability to determine areas with reduced expenses of access to raw materials, distributions channels or creative process technology. Advancing the value chain elements cane lead in substantial end of end cost saving from streamlined procedures, minimized ineffectiveness as well as waste, effective inventory control and enhanced product quality. 
Value chain analysis aids in enhancing profitability, comprehensive as well as strong VCM programs contributes in enhancing revenues as well as better profit margins leading to better basic success. The main advantage of value chain analysis is that it improves the profit margins of the firm. This is due to efficient logistics as well distribution, goods get to the final user when they require them.  In addition, marketing as well as after sale services attract more customers and convince them to purchase at a higher process such as apple clients. Inclusion of the crucial operations in the value chain add more value to the product or service and provide the form the best possible revenue. 
          Minimized delivery times provide a way to inventory optimization since the retailers can work with the suppliers to make smaller and more frequent orders. Ordering too much inventory is always stressful and costly to deal with since it may lead to wastage, due to this the retailers tend to have effective trust which the manufacturers may provide orders when required eliminating the possibility of shortages. Inventory optimization can assist the manufacturers to get over the warehouse management and stocking problems. Inventory optimization is as well perceived as the next level of inventory management for warehouse as well as supply chain managers (LaMarco, 2018). This is the reason why manufacturers can acquire holistic inventory optimization by putting into perspective the supply as well as the demand fluctuations. 
Value chain analysis gives the firm the ability to compare its operation with those of the competitors. Through the comparisons of the operations with those of the competitor, one gains tie ability to major on the client’s expected value of the items as well as services, assess the differential techniques. For instance, product characteristics marketing channels, pricing, service support for improving client value. This then aids in identifying ways to perform value based activities, leading in enhanced basic performance as well as competitive advantage. 
Similarly, through value chain analysis, a firm will have the ability to identify those value based operations and their cost drivers. Through minimizing the cost of individual value chain operations or through reconstructing the value chain, the firm gains the ability to develop a cost advantage. The major advantage is that the value chain is an effective tool for perceiving the firm, the competitors as well as the respective places in the firms value system. It assists one to understand the firm’s challenges involved with the idea of making clients’ value as well commitments. 
  How Value Chain Analysis can help in Cost Reduction
Value chain analysis acts like a strategic technique that a company determines the activities which add value to its final product as well as service then evaluate activities to minimize costs or maximization differentiation. The main objective of VCA are to enhance your competitive advantage and add more value for the clients. 
The application of value chain tends to be cost saving since aids in ensuring that the cost reduction techniques are consistent the firm.  Considering some of the roles of the value chain in a firm there are effective in ensuring that there are less expenses for the firm. For example, good inventories aid in making it easy to establish cost saving techniques which are effective in the value function though detract from the firm’s techniques’ consistency. Any cost savings technique is need of trade-offs at various levels of the value chain. Value chain lens can assist managers to make the tradeoffs in the areas which minimize expenses (Lee, 2007). 
When a firm’s costs are effectively understood and evaluated, they represent the piece of competitive advantage equation which can be managed by the organization to a given level. The steps which firms tend to apply value chain in order to enhance cost analysis are:  identifying the main activities which make up the value chain; allocate the needed expenses to every function in the value chain; determine cost drivers in every value function; determine linkages, this is how change in one functional area impacts the other; and develop techniques for cost reduction. An example of how value chain aids in cost reduction is apple. Though Apple gets its raw material from all over the world, most of its product is from Asia. The firm takes advantage of low labor and raw material costs in Japan as well as China, basic manufacturing costs are as well cut. During production, the product is sold at $299. There is a gap of $ 154 between the retail prices and the cost productions which is $145. 
					Conclusion
Due to the increase of high quality items, reduced costs and reliable clients’ service, firms may be required to evaluate the value that they create. Value chain analysis has the ability to break down every process of a firm and develop opportunities for creativity. Value chain analysis can assist firms in a number of ways. It can aid in the creation of change in the firm, the item it provides and its association with other firms and their clients. It aids in the creation of values which the expenses used in the providing the product and generate a profit margin. It acts as an effective methods that can be used to evaluate the internal firm activities. It assist the firm to understand the way it adds value to something and how it sells. The analysis is expected to include support activities and also primary production roles. The firm’s value relies on carrying out the activities in the most effective ways possible while they deliver too much value to clients. 
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