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Chapter 17 - PORTERS VALUE CHAIN ANALYSIS
Concepts
PRIMARY ACTIVITIES
1.

Inbound Logistics: These are activities concerned with receiving, storing, and distributing the inputs (raw
materials) to the production process. The relationship with suppliers is a key component in this process.

2.

Operations: These activities involve transforming inputs into the final product. Activities such as
machining, packaging, testing and equipment maintenance form part of Operations.

3.

Outbound Logistics: These activities involve collecting, storing and distributing the products from the
factory line to end consumers. This may include finished goods warehousing, delivery vehicle operation,
order processing and scheduling..

4.

Marketing & Sales: Marketing and Sales provide the means by which the customers are made aware of the
product. The activities include advertising, promotion, distribution channel selection, sales force
management and pricing policy.

5.

Service: This includes activities related to after-sales services like Installation, repair and parts
replacement.

SECONDARY ACTIVITIES
1.

Procurement: Purchasing of Machines, Funds Procurement, Raw Material required as input for the
Primary Activities.

2.

Technological Development: Technical knowledge, equipment, hardware, software and any other
knowledge which is used in the transformation of inputs to outputs.

3.

Human Resource Management: Selection, recruitment, placement, training, appraisal, rewards and
promotion; management development; and labour/ employee relations.

4.

Firm Infrastructure: Planning, finance, accounting, legal, government affairs and quality management
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1.

It is a retail company like D-Mart. Technical;y, value chain analysis does not apply to them
as it was made for a manufacturing company. Still, it is asked to apply value chain to this
retail sector, hence we do it.

2.

Activities under each head.

PRIMARY ACTIVITIES
a.

b.

c.

d.

e.

Inbound Logistics:
1.

The company has its own transport fleet to ensure timely delivery of products to the retail stores.

2.

The company also has a JIT system in place which ensures minimum inventory level

Operations:
1.

It comprises those activities which are concerned with the running of stores, planning of inventory
levels of various products, deciding the layout of various stores etc.

2.

The company operates 100 stores which are owned by itself. The company does not have a
franchisee or agent model for the operation of its stores.

3.

The ownership of the stores ensures that the quality standards are maintained across various
stores and that customers get the best value. Since the stores are owned, the company does not
face any risk of closing the stores due to the expiry of lease arrangements.

Outbound Logistics:
1.

These include planning and dispatch, distribution management, transportation, warehousing, and
order fulfilment.

2.

The company does not have any warehousing requirements as the product are directly delivered
to the retail stores.

3.

The customers directly pick up the products from the stores and there is no transport requirement
in this case.

4.

The company must however ensure that the customer waiting time is low at the time of invoicing
and checkout from the store.

Marketing & Sales:
1.

Marketing and sales are the means whereby consumers and customers are made aware of the
product which is ultimately sold to them.

2.

The activities include selling products to the end customers covering activities like product
management, price management, promotion and marketing management.

3.

S-Mart builds customer loyalty by offering high-quality products at affordable pricing.

4.

The company does not spend a huge amount on marketing.

Service:
1.

In the case of retail stores, service would encompass a superior experience at the stores and
managing return of products by the customer's

SECONDARY ACTIVITIES
a.

Procurement:
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b.

c.

d.
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1.

Procurement refers to the processes of acquiring various products and includes activities like
identifying sources of these products, vendor selection, placing an order, purchase of products etc.

2.

The company deals with over 500 vendors across India on advance payment terms to procure
high-quality products at preferential pricing.

3.

This helps the company get better discounts which it can pass it to the customers. This ensures
that the company does not carry the burden of discounts being offered to the customers.

Technological Development:
1.

The company has implemented SAP R/3 - an ERP package that helps in the management of various
functions of procurement, logistics and sales.

2.

A robust system is always necessary to ensure that the JIT systems work effectively. Such systems
assist in real-time monitoring of inventory levels and triggering purchase orders when inventory
levels are low.

Human Resource Management:
1.

SMart has a very low employee turnover and a very high level of employee motivation.

2.

The company rewards all its employees generously and conducts periodic training and
development programmes for its employees. This ensures that the employees are highly
motivated which translates into consistently high performance.

Firm Infrastructure:
1.

This includes not only the physical infrastructure but also all departments of management,
finance, and legal which are required to keep the company’s store operational.
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