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MANAGEMENT INSTRUMENTS USED FOR
THE IMPROVEMENT OF THE ENTERPRISE VALUE
CHAIN IN ORDER TO INCREASE ITS COMPETITIVENESS

Abstract

The aim of the article is to present stages realized in the process of improvement of
the enterprise value chain and the characteristics of basic instruments used for search-
ing directions to improve the efficiency of the enterprise value chain in order to increase
its competitiveness in the market. The conducted analysis of the literature has allowed
to explain the concept of the value chain. Furthermore, in the elaboration the scope
of actions undertaken in the methodology to improve value chain was indicated and
the classification of concepts and methods used for the improvement of the enterprise
value chain was presented. The synthetic characteristics of selected management tools
which can be used to improve the enterprise value chain, such as QFD method, value
analysis, value stream mapping, ABC method, benchmarking, outsourcing, Lean Man-
agement, BSC, has a special position in the article.
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KOPUINREILE NHCTPYMEHATA MEHAIIMEHTA 3A
YHAINIPEBEBE JTAHIA BPEJHOCTU TIPEAY3ERA Y
IU/bY HOBERAIBA IbUXOBE KOHKYPEHTHOCTHU

AncTpakT

Luw paoa je da npedcmasu ¢haze peanuzosare y npoyecy yHanpehersa 1anya 6peOHoCmu
npedyzeha u Kapakmepucmuke OCHOSHUX UHCIPYMEHAMA KOju ce KOPUCme 3a NPempaicuarse
VIYMCmea 3a nobossluarse eqouKACHOCIU TaHYa 8pedHocmiu npedyseha y yuswy nosefiaroa Kow-
Kypenmuocmu Ha mpocuwimy. Cnposedena anamiza aumepamype omogyhuna je oojawrserse
KoHyenma nanya epeorocmu. Ocum moea, HageoeH je 00uM paokrsu Hpedy3emux ) Memooonoeuju
NOBOBUARA IAHYA BDEOHOCIU U NPEOCMA6/beHA je KIacuuKayuja Konyenama u memo-
0a 3a nobosmwarse nanya epednocmu npedyseha. CuHmemuyke Kapakmepucmuke 00aopaHux
MEHAUMEHM Anama Koju ce MO2y KOpUCmumii 3a nobossuiarse IaHya epeoHochu npeoyseha, Kao
wmo cy OF D memooa, ananusa peoHocmu, stream manuparse epeorocmu, ABC memooa, 6eny-
mapkure, aymcopcune, Lean Management, BSC, umajy noceoro mecmo y paoy.

Kuwyune peuu: nanay epeonocmu, QFD, ananusa épeoHocmu, stream manuparbe
speonocmu, ABC, benumapkune, aymcopcune, Lean Management, TOM, BSC.
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Introduction

Value based management that creates an enterprise organizational system consists in
assessing the efficiency of their operation from the customers’ perspective and executive pos-
sibilities appointed by the potential that the firm has.

Enterprises’ openness to changes and the possibility of continuous adaptation of their
activities to the environmental conditions requires perceiving and responding to customers’
needs by creating new values for them. The value chain as one of the models showing the sys-
tem of creating value in an enterprise allows to identify processes realized in the organization
and to assess the effectiveness of achieving them due to determining and developing specific
measures and methods of measuring the results of these processes.

The value chain is a tool for identifying the way how to create more value for the cus-
tomer, and thus for the enterprise. It is an essential tool for identifying and assessing each link
(process) that influences on the creating value process.

The concept of enterprise value chain

The value chain is one of the important concepts showing the process of “adding”
value to the product. In the literature, it is defined variously, but it can be seen that a key issue
in each of interpretation is the emphasis on creating value added (for the customer), which is
the consequence of the implementation of ordered processes with one another. Table 1 pres-
ents the chosen definitions of the value chain.

Table 1: Interpretation of the concept of “value chain”

Author Definition of the value chain

P. Drucker It is an ordered sequence of different types of functions (activities), generating value of
the product, which is determined by market relations between the enterprise and the buyer.

This is strictly defined stream of different types of activities that are undertaken by enterprises

ME. Porter forming in different way a common system of values.
. This is a sequence of interrelated activities carried out within the manufacturing process of
J. Rokita . .. R .
the final product or service, giving the possibility to achieve value added.
A. Stabryla It is a sequence of interrelated (serial or parallel) phases of the management process and

executive process referred to the particular sector of the enterprise’s activity.

PB. Schary, | It consists of one integral system, in which processes leading to the formation of the product are
T. Skjott- | realized, and each process is assessed from the point of view ofits contribution to the total value added
Larsen generated by the chain.

Source: own elaboration based on: (Drucker, 1976, p. 120; Rokita, 2005, p. 196; Porter,
2006, p. 58; Stabryta, 2007, p. 165; Schary, Skjott-Larsen, 2002, p. 14).

The value chain is a concept constructed on the basis of system approach to manage-
ment. [t consists of two parts: structural and methodical one. The first one contains a model of
the enterprise as a system of activities, describes its components and the relationship between
them. The second one provides indications for analysis — costs of activities and sources of dif-
ferentiation (Czakon, 2003, p. 33). The aim of the entire value chain is to create in an effective
and flexible manner the highest value added, which will be accepted by the final customer.
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The value chain might be considered in broader context, which takes into account its
three levels: the level of the economic path of the sector, the level of the enterprise value chain
in cross-section of processes, and the level of activities (Nita, 2008, p. 78).

In the enterprise value chain a number of important changes caused by both external
factors, and internal ones have occurred. To the factors that have a significant impact on
the structure of the value chain are included: decomposition, specialization, delocalisation,
configuration, integration, externalization, globalization, cooperation, virtualization, recom-
bination, coordination (Aurik, Jonk, Willen, 2003, p. 12). Widely used IT systems, new ways
of communicating and managing borderless activities of the corporation have a particular
importance for the transformation of chains of enterprise value added.

Stages of improvement of the enterprise value chain

Nowadays, the improvement of the process of creating enterprise value chain in vari-
able operating conditions is becoming an important challenge to the entire organization. It is
based on a constant searching possibilities to improve daily operations of realized processes
as well as the relationship between the processes. This need is caused by constant cost com-
petition, and also pressure to increase widely understood quality. Improvement of processes
is emphasized in various management concepts and methods including, inter alia, the Kaizen
philosophy, quality management, logistics or knowledge management.

The method of improving the enterprise value chain in diagnostic terms includes the
following phases of conduct:

1. Determination of aim to improve system of the enterprise value chain.

2. Identification of criteria used to assess the value chain model.

3. Determination of type of enterprise value chain model and its assessment.

4. Development of options to improve the existing enterprise value chain according

to the adopted model of the value chain.

5. Selection of the final variant of the value chain (using the evaluation criteria) and

the development of detailed project of the improved value chain model.

6. Implementation and assessment of effectiveness of improved model of value chain.

An important task in the process of improving the enterprise value chain is to deter-
mine the structure of the value chain for the entire sector, that is recognition of activity of
creating an economic path connected with producing a particular product (Gierszewska, Ro-
manowska, 2003, p. 184). The basis for achieving a competitive advantage is to understand
the entire sector, in which the enterprise competes, not just that part of the value system in
which it participates. The possibility to deliver greater value added to the value chain depends
on skills of understanding its determinants by each link and considering them in global value
chain strategy (Kasiewicz, 2005, p. 24).

Apart from the subjective structure of the entire value chain, a substantial research is-
sue is an analysis of processes of integrating all links, i.e. determination of objective structure,
whereby the transfer takes place: material, financial, information, and knowledge one.

The designed value chain must respond to market demand in a manner compatible
with the strategy of the enterprise. The enterprise strategy which is adopted by it must go out
from customers’ needs, which provide services or will provide services to them. Depending
on customers’ needs, the value chain in the enterprise must provide an appropriate compro-
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mise between speed of reaction and efficiency. The enterprise, which value chain enables to
meet customers’ needs effectively, gains higher market share compared to the competitors,
and its activity becomes more profitable.

Classification of concepts and methods used to improve
the enterprise value chain

Depending on adopted aim to improve the enterprise value chain, there can be distin-
guished two approaches: a) Approach in which used methods lead to radical (revolution-
ary) changes in the value chain: e.g. Process Innovation, Business Process Reengineering,
Business Process Redesign, Simultaneous Engineering, Time Compression Management,
Fast Cycle Response, Big Picture Improvement, etc.; b) Approach in which used methods
allow gradual changes in improvement of the value chain: e.g. Process Value Analysis,
Overhead Value Analysis, Activity Value Analysis, Business Process Improvement, Total
Quality Management, Activity-based-costing, Lean Management, Outsourcing, Bench-
marking, Just-in-time, Balance Scorecard, etc.

Different concepts and methods are used in the improvement of the value chain that
can be classified using the selected groups of methods presented in Table 2.

Table 2: Classification of selected methods used to improve the value chain

Economic and financial methods

Ratio analysis, cost analysis, budgeting, analysis of results, data analysis, comparison method, value
stream maps, ABC method, reporting system, controlling, analysis of financial statements

Management methods

Lean management, management by objectives, management by results, BSC, outsourcing, risk
management, TQM, controlling, time management, JIT, team management, TBM

Behavioral methods
Observations, analysis of documentation, interviews, face-to-face conversations, training, communication
methods, opinion poll, surveys, questionnaires, tests
Methods of strategic analysis

Analysis of key success factors, resource analysis, stakeholder analysis, benchmarking, Porter five forces
analysis, BSC, SWOT analysis, strategic balance
IT methods

Database, monitoring, MRP, ERP, CRM, simulation methods, modelling methods

Heuristic methods
Delphi method, brainstorming, method of analogy, morphological method, expert method

Operational research methods
Decision tree, programming (linear, dynamic), fault tree analysis, decision matrix, forecasts
Qualitative methods
QFD, FMEA, TQM, statistical quality control, Ishikawa diagram
Organizational methods

Value analysis, schedules, network techniques, diagrams, procedures, plans, charts, description methods of
the organizational structure, methods of analysis and improvement of processes, checklists

Marketing methods
Market research, customer needs analysis, competitive analysis

Statistical methods
Trend extrapolation, multivariate analysis, analysis of preferences, scaling

Source: Walas-Trebacz, 2015, p. 448
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Further development of methods used to improve the value chain will require use of
IT systems, which largely accelerate the analysis of previously collected data, comparing
them over a period of time, allows to create different models and simulations, which save the
resources and time for their traditional constructing.

The characteristics of selected concepts and methods used
to improve the enterprise value chain

In synthetic manner, there are presented possibilities of using the selected concepts and
methods to improve the value chain, such as: QFD, value analysis, value stream mapping,
activity based costing, benchmarking, outsourcing, Lean Management, TQM, BSC.

A very useful method in the analysis and improvement of value chain serving custom-
ers’ needs and preferences, and designing a new product is Quality Function Deployment.
The method came into existence in Japan in the 1960s of the Twentieth Century. Yoji Akao
is generally believed as its creator, who introduced it in Mitsubishi Kobe shipyard in 1972
(Akao, 1972, p. 7-14). Then, the method was used in the 80s by American companies like Ford
and Xerox, and later by companies, such as: Digital Equipment, Hawlett-Packard, AT&T, ITT
(Hauser, Clausing, 1988, p. 67-68). This method is used to transform customer’s requirements
into conditions, which the enterprise must meet during the consecutive stages of manufacturing
and delivering products, starting with design, through procurement, production and distribu-
tion, through to sales and service (Hamrol, Mantura 2004, p. 229). The purpose is to reposition
customer’s needs (internal and external) to the characteristics of the product, processes and
resources in the value chain. It is used in the process of transferring values into strategic and
operational decisions of implemented operations in the value chain (Lowe, Ridgway, 2000, p.
13). The QFD method is applicable both for products and services (Obora 2000, p. 112).

By using the QFD method the enterprise can achieve the benefits of various kinds,
inter alia:

*  Organization (inter alia: shortening the stage of product design; reducing the
number of changes in product and process design; reducing changes in a project;
identifying weaknesses of process and product, etc.);

*  Economic (inter alia: reduces the cost of design changes; reduces the cost of
inspections and product quality control; reduces the cost of presence of manufac-
turing defects, etc.);

*  Sociopsychological: for the enterprise (inter alia: improves communication with-
in the enterprise, enables integration of employees, breaks the divisions between
various organizational units, identifies areas of competitive advantage), and for
the customer (inter alia: focuses product on customer’s needs, simplifies the iden-
tification of customer’s needs, improves communication between customer and
the enterprise, increases customer satisfaction of obtaining product).

The QFD method becomes a popular tool in various industries because it has a high
use and cognitive value, but requires high knowledge, experience and ingenuity in creating
process as well as links to casual analysis.

An important method used in the research and assessment of creating value of the
product is Value Analysis. L. D. Miles is considered to be the founder of value analysis who
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developed and implemented it in 1947 (Miles, 1972). The task of value analysis defined by
L. D. Miles is to establish such a multifunctional relationship between product and customer
which will meet satisfactorily all the functions required by the customer at the relatively
lowest cost (Martyniak, 1997, p. 105). This method can be used to test produced or designed
product, manufacturing processes, administrative and office works. The basis of value analy-
sis is to identify the function of the product (referred as the ability to achieve the target result),
and then examine possible options for obtaining these functions, and select such a way of
manufacturing and delivering a product which causes the highest value of the effect/cost
index. The purposes of analysis and shaping values are achieved through: improving cus-
tomer satisfaction resulting from the product quality; raising the level of customer service and
benefits derived from the product; influencing by various methods on reduction of products
costs in the value chain; increasing efficiency of activities; improving efficiency of material
flow; using resources efficiently; increasing the profitability of particular products and groups
of products, customers, markets and distribution channels (Sliwczyﬁski, 2011, p. 196). The
value analysis in the value chain might be applied to product value analysis and process value
analysis. The analysis allows to assess the extent to which product or process meets customer
needs.

Nowadays, the VA method is still used. In recent years, can be seen more frequent
reaching for it in the metal, chemical, computer, IT, transport and other industries (Morgan,
2003, p. 41). The usefulness of VA method largely depend on the results of casual analysis,
staff experience, appropriateness of chosen, analyzed factors affecting the value chain and
operations in it. Value analysis despite its high usefulness is a labour-intensive and costly
method requiring many objective measurements and analysis as well as creative thinking in
shaping solutions (Wawak, 2012).

Another method helpful in improving the value chain is Value Stream Mapping. The
creators of value stream mapping are Taiichi Ohno and Shigeo Shingo who worked for Toy-
ota plants in 1980. At the beginning, a method used to eliminate losses in the production
process in order to achieve competitive advantage was called Material and Information Flow
Mapping. To popularization of value stream mapping method contributed M. Rother and
J. Shook (1999). The VSM method helps to see and understand the property, financial and
information flows properly in the value chain (Czerska, 2009, p. 18). This is an instrument
used to analyze all stages of property flow. It is useful in correlating process and assessing the
impact of processes on the value of the final product during its manufacturing and delivery.
Value stream mapping helps to identify critical processes whose realization has a significant
impact on the results of activities of the entire enterprise. Value stream mapping also allows to
identify actions not adding any value (inter alia waste and overproduction, correcting errors,
irrational transport, surplus of stocks, queue and waiting period) and directs managers to take
action “slimming” and correcting processes (Rother, Shook, 1999, p. 23-25).

The VSM method stacks up both in manufacturing enterprises where product’s path is
followed (from raw material to finished product), and in service enterprises (from the begin-
ning to the end of execution of the contract), what means that it can be used in all organiza-
tions. It is a method that neither requires to increase the costs of computer software used to
analysis, special equipment nor specific staff qualifications. At the same time, this method is
effective (Rother, Shook, 1999, p. 28). However, capturing all necessary information in more
complex cases is difficult by using the VSM method. Therefore, elaboration of value stream
mapping is labour-intensive, requires a lot of experience but it is a functional and effective
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tool to assist management in making decisions concerning changes in the value chain. It is
believed that the mapping will develop based on the use of IT systems that will support their
creation and analysis.

The basic tool from the groups of methods used to analyze costs in the value chain
is Activity-Based-Costing. This method is used to identify and settle costs in the enterprise
during the implementation of the processes in the value chain. The concept of activity based
costing was established in response to criticism of traditional methods of cost accounting
which in changing conditions of functioning of the organization are no longer sufficient for
making management decisions. It was developed in the late 1980s of the Twentieth Century
in the United States, and its creators were R. Cooper and R. Kaplan (Cooper, 1988; Kaplan,
Cooper, 2002). The basic assumptions of the concept say that the organization’s resources are
consumed by activities (processes) rather than products or organizational units, and the fun-
damental part of overheads and indirect costs does not depend on the volume of products, but
varies according to the intensity of their activities (processes). Activity based costing requires
perspective looking at organization, requires the identification of processes at the various
levels of specificity, it is possible for practical use if business processes are known. The most
important steps in cost management activities include: identification of specific actions con-
stituting a specific process; construction of measures referred to the distinguished actions; de-
termination of thcosts of each undertaken action and “valuation” of the entire sequence on the
basis of costs of single actions constituting its composition (Btonski, Kondracki, 2004, p. 15).

In the majority of value chains every action has a distinct cost structure that is deter-
mined by various cost drivers. Cost analysis therefore requires breaking down the enterprise
value chain in order to identify: the relative importance of each action in relation to the total
cost of the product, cost drivers for each activity, and the relative efficiency with which the
enterprise carries out each process, the impact of the cost of one process to the costs of the
another (the links between processes), and activities which should be carried out on enter-
prise own and those which should be outsourced to get opportunities to reduce costs (Grant,
2011, p. 303-304). The primary task of ABC method is to identify diversified levels of cost
absorption resulting from portfolio of a number of products with different supply operations,
production and distribution adapted to different requirements of customers (Kaplan, Atkinson
1998, p. 20). Operating costs are assigned to products on the basis of level of activity absorp-
tion by the product. The total cost of the product is obtained by summing direct and indirect
costs. Thus, the ABC method allows to change the ratio between direct and indirect costs,
capture and eventually resign or improve those activities that are inefficient. In cost account-
ing process approach, in which activities charge the product in direct proportion to their size
and resource consumption for the benefit of products, is used.

Although, the ABC method is an effective and valuable method for the enterprise (al-
lows to determine real costs of product, particular processes, analyze the profitability of activi-
ties, eliminate activities not constituting a value, optimize and rebuild processes, determine a
reasonable level of resource utilization, identify cost drivers of processes and their influence on
activities), it is not widely used because of its high labor-intensity, cost-absorption, difficulty in
making accurate measurements and conducting detailed record of costs incurred in the enter-
prise without taking into account the process approach. Tools used to support the ABC method
include: using IT solutions, budgeting, controlling, ratio analysis, process analysis.

Another helpful method, which is used in many stages of the value chain improve-
ment, inter alia: in the assessment of resources capability and enterprises competencies, in the
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assessment and improvement of processes and products, in the assessment of costs incurred
for the realization of specific processes or products is benchmarking. Benchmarking inspires
to seek new solutions and learn from the best.

The undisputed contribution to the development of benchmarking has Rank Xerox
Corporation, which in 1979 took action considered to be the first comparative analysis in
the United States. The one option of benchmarking, which is applied in practice, is prod-
uct benchmarking or process benchmarking. The application of this method with respect
to products and processes might significantly affect enhancement of the efficiency of the
organization, but it requires many visits in other enterprises, it is time-consuming, it is
associated with incurring high costs, and requires obtaining difficult to access informa-
tion from many sources (Karlof, Ostblom, 1995, p. 60-61). In comparison to benchmarks
which consist only of outcome parameters, process benchmarking allows to know the ef-
fects of activities of various factors on the organization whose processes are considered to
be standard (Zabawa, Krawczyk, 2006, p. 30-34; Bogan, English, 2006, p. 128). This is
due to the fact that processes are a universal category and when they are the subject of
benchmarking the individual conditions may affect to a lesser extent the results of the
comparative analysis and the effectiveness of conducted benchmarking (Tolosi, Lajtha,
2000, p. 347). Improving organization’s processes can also be achieved by a constant,
continuous implementation of ideas from other organizations. If there is a constant ex-
change of ideas between the benchmarking partners, it is possible to obtain continu-
ous improvement for all participants in the process of benchmarking (Mustafa Pulat,
1994, p. 40). Benchmarking is very usefull for effective process management in the
process-oriented enterprises, which is created by “transformation of functional organi-
zation structure into the process model of organizational structure” (Krsti¢, Jovanovic,
Kahrovi¢, 2012, p. 370).

The use of benchmarking in practice is not an easy task because for example, the
selection of processes as the object of benchmarking analysis requires knowledge of their
progress and assessment of their impact on the performance of the organization. Bench-
marking is a tool used regardless of the industry or a type of business, but it is necessary to
select various operational measures used to comparisons between different business pro-
cesses. However, R. Mc Adam believes that benchmarking substantially contributed to
the development of the organization being a factor causing change of the approach: from
a simplified process approach (referred as “function-process” to “process’) to more com-
prehensive network process approach (referred as “network-process”) (Mc Adam, 2001, p.
332). This approach also has changed with the beginning of perception of the value chain
as a continuous indivisible process, which converts faults into required products by using
resources (Hewitt, Robinson, Bennett, 1996, p. 8-14).

The next management concept used to reduce costs and increase the flexibility of
the enterprise value chain is outsourcing. While the history of outsourcing as a phenomenon
is long, increasing use of it in current economies and enterprises has been observed since the
last three decades. For the first time, outsourcing became popular in the early 1980s of the
Twentieth Century when started to pay attention to the growing importance of outsourc-
ing of manufacturing processes, and enterprises decided to fragment these processes and
outsource intermediaries, subgroups and components to sub-suppliers more and more
often. The result of that was a growing fragmentation of the value chain and closer links
between cooperating manufacturing enterprises located in different parts of the world.
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The real revolution in outsourcing was in the 1990s of the Twentieth Century (Ciesiel-
ska, Radlo (red.), 2011, p. 13-14). Over time, outsourcing has begun to include not only
production processes, but also logistics, storage, IT services, accounting services, customer
service, R&D and the others. Searching for economic efficiency means transformation for
the enterprise, whereupon it performs only this what is able to perform better than others
and coordinates the activities carried out by external entities with own value chain (Czakon,
2005, p. 57). Thus, considering outsourcing of components of the enterprise value chain in
the context of the value system, it is a strategic decision, the choice of the scope of enterprise
activity against a background of the manufacturing process of a complex product, or creating
the product value chain (Trocki, 2001, p. 7-9). This decision allows to build core competen-
cies, strategic assets, and constitutes an important element in shaping the enterprise oppor-
tunities or creating its competitive advantage in the market. Outsourcing as a management
concept has a situational character because it takes into account most of the determinants of
a particular enterprise and the value system in which it operates. At the beginning, the main
motive of outsourcing were costs. Over time, there has been the evolution of this approach,
and enterprises, which were applying it, have tried to gain a competitive advantage by com-
bining elements of low costs, differentiation, concentration, and low price as well as using the
opportunities arising from access to new resources and skills occurring in other enterprises,
increasing flexibility and rapidity of activities, improving enterprise activities or reducing
risk (Ciesielska, Radto (red.), 2011, p. 24). Outsourcing in comparison to fee-for-task agree-
ment, allows to create a special kind of relationship between enterprises, or such a partnership
which affects the functioning of the whole enterprise, in pursuance of long-term cooperation
under which the third party takes over the task to rationalize the level of costs incurred by
the enterprises commissioning the service, and at the same time aims to secure the proper
level of service quality (Nogalski, 2010, p. 283). Outsourcing is also a strategy that allows to
increase effects of synergy associated with the implementation of mergers and acquisitions of
enterprises. In its extreme form, outsourcing can lead to create virtual enterprises, where most
of value chain processes are commissioned to.

It also should be mentioned that the use of outsourcing in the enterprise is not always
easy, because wrong: planning, implementation and enforcement of outsourcing projects
and the terms of the agreement with external partners can lead to negative consequences
for the enterprise which decrease the flexibility and efficiency, and increase its operating
costs. The most frequently mentioned risks arising from the improper use of the concept of
outsourcing in enterprises are: strategic risks (e.g. getting rid of competencies, increasing
dependence on suppliers, possibilities of losing sources of competitive advantage, accept-
ing cultural differences); financial risks (e.g. increasing variable costs, not reaching the
intended savings); personal and legal risks (e.g. possibilities of transferring skills of work-
ers from other forms and lack of having own staff, difficulties in transferring licenses, pos-
sibilities of losing know-how, weakening of its own employees motivation); organizational
and operational risks (e.g. reducing the flexibility of outsourced management functions and
control over an outsourced activity, possibilities of losing confidential information, reduc-
ing speed of completing services and changing the characteristics of external services)
(Niemczyk, 2000, p. 142).

Helpful management concept used in improving the value chain and at the same time
raising the competitiveness of the enterprise is lean management. This term is translated as
“slimming” management and replaced by a broader formulation - Lean Thinking or nar-
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rower term — Lean Production (Zimniewicz, 1999, p. 61). The lineage of this concept dates
back to 1978, or the history of the formation of the management system in the Japanese
car company Toyota. E. Toyota and T. Ohno are considered for its precursors (Nogalski,
2010, p. 300). In contrast, a breakthrough in the development of this concept falls on the
year 1991, when the results of the analysis and assessment of the situation in the global au-
tomotive industry (Japan, the United States and Western Europe) were published (Bartusik,
2000, p. 95). Lean Management consists in reducing significantly the cost of value added
production for the customer by reducing employment, production space, finances involved
in the production, capital expenditures, time, etc. The LM method comes down to reducing
the scope of internal functions of the enterprise to strictly necessary activities (Btonski,
Kondracki (ed.), 2004, p. 63). This concept emphasizes the need to eliminate waste in all
aspects of functioning of the enterprise and uses such form of organization to continually
increase the effectiveness and efficiency of the enterprise. Lean Management allows for
the implementation of interconnected goals of the enterprise which are significant from
the point of view of the effectiveness of value chain management, namely: focusing on
customers’ needs and values supplied to them, short production cycle, high integration of
production process, timeliness of delivery, partnership with suppliers, continual improve-
ment of quality, permanent improvement of processes and organizations, identification of
employees with the objectives of the enterprise, maintaining minimum stocks, maximum
utilization of production capacity, accelerating development of new products and introduc-
ing them in the market (Stadelmann, Lux, 1995, p. 33). The enterprise should engage in
activities that bring value to it (Blonski, Kondracki (ed.), 2004, p. 63). The LM method de-
fines value stream as a sequence of all necessary activities to design, lead to the order and
delivery of a specific product to the customer. The value stream corresponds to the value
chain and its analysis aims at extracting activities: creating value, supporting the creation
of value, and not creating value (Czakon, 2005, p. 54). Lean Management provides transi-
tion criteria from the enterprise in a given form to the enterprise identical to the value chain
(Womack, Jones, 1994, p. 93; Levy, 1997, p. 94-102). The implementation of this concept
in the enterprise leads to a higher level of economic efficiency, quality and flexibility by
finding and applying innovative solutions. However, to achieve the above results the enter-
prise is required to create a modern, participatory, pro-quality and pro-effective organiza-
tional culture (Nogalski, 2010, p. 304) and fulfil certain conditions, inter alia: the need to
understand the essence of the concept of lean management by all employees, develop and
implement strategies, tactics, and many management tools, upgrade skills of workers and
managers, ensure employee participation in management, ensure proper working condi-
tions, access to information, ability to avoid conflicts and remove their sources, and pro-
vide creativity and readiness for creative work on every worksite (Lichtarski (red.), 1997,
p- 229). An important feature of the LM method is primarily a long-term and consistent
implementation of selected management tools and techniques.

An important management concept used in the value chain is 7otal Quality Man-
agement. It means complete and continuous serving needs of the recipient who receives
the highest value of the purchased good for a specified price. This is achieved at the low-
est cost due to the best liberation of the potential possibilities of the enterprise (Btonski,
Kondracki (red.), 2004, p. 78). TQM is a system of activities aimed at achieving cus-
tomer satisfaction, commitment among employees, revenue growth and cost reductions
(Strumilto, 2010, p. 148). W.E. Deming is considered to be the classic of TQM concept.
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Comprehensive quality requires delegating responsibility to the lowest level of the or-
ganization, or involving all employees of the enterprise. The enterprise, which imple-
ments TQM, shows that the canon of TQM is to follow some set of rules that relate
to, inter alia: enterprise orientation on results, customer orientation, leadership, process
management, development and commitment of human resources, continuous learning,
innovation and improvement to maximize the performance of an organization, develop-
ment of partnership, system approach to management, decision-making based on facts,
mutually beneficial relationships with suppliers, bearing social responsibility, etc. (Cza-
kon, 2005, p. 50-51).

TQM as a constantly evolving management system consists of three components:
values, tools and techniques, which aims to increase satisfaction of internal and external
customers, connected with decreasing resource consumption (Hellsten, Klefsjo, 2000,
p. 241). The application of TQM, as a matter of fact, is a special way to involve all em-
ployees in the functioning of the organization, getting active cooperation to implement
enterprise strategy, and creating such an organization, where everyone works together
harmoniously and does not compete with each other. TQM is defined as a universal
method for improving the efficiency of teams, changing the way of thinking. TQM is
gradually becoming a standard. The new edition of ISO 9000 contains many elements
of TQM. The implementation of TQM takes several years and leaders of enterprise are
required to adopt an attitude of teachers in relation to their employees. TQM is broaden-
ing knowledge constantly about what we do, how we do it and how can we improve it
(Strumitlo, 2010, p. 150-151).

The impact of TQM on the functioning of the value chain is evinced in its various
dimensions, and the most important four components include: architecture and integra-
tion (e.g. designing value chain, developing relationships in the environment, process
management), maneuvering (e.g. using decision support systems, service provider man-
agement, constantly improving processes and outcomes), information and communica-
tion (e.g. using integrated IT management systems, using common databases, using au-
tomatic identification in the form of a barcode), resource sharing (e.g. transport, storage,
information and knowledge, IT systems, etc.) (Szymonik (red.), 2013, p. 145-146).

Enterprises (and especially management) that want to implement this concept
need to “mature” to the philosophy of TQM. Too early and unprepared introduction of
the concept may encounter many barriers sticked in the system as well as among people,
inter alia sticked in: the budgetary conditions set by the quality, political conditions, ar-
rogance, lack of knowledge, research, education, belief in its powers and competencies,
autocratic behaviors) (Dew, 2003, p. 59-65).

A common method of measuring in the value chain management is Balanced
Scorecard. It was constructed by R.S. Kaplan and D.P. Norton in 1992 (Kaplan, Norton,
1992, p.71-79). In their approach, the authors have taken into account four perspectives:
financial, customer, internal processes, and innovation and growth opportunities. This
method is often used to evaluate the activities of the entire enterprise at a strategic level,
but due to its universal formula, it is used very easily in the management of the enterprise
value chain. There can be offered many individual measures and indicators for each pro-
cess in each area, not only within the enterprise, but also connected with external processes
of the enterprise. It is a tool that should be seen as an integrated assessing system of value
chain management from the strategic perspective and with the elements of operational
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management. It allows to answer to four basic questions: how customers see the enterprise,
how efficient are internal processes in the value chain, whether the developed solutions are
innovative and enable further growth and create value in the future, as well as how owners
perceive the enterprise (Tarasiewicz, 2014, p. 97-98). It is important to link the designated
measures and indicators with specific goals and tasks in different areas and at different
levels of the enterprise, what allows to organize cause-effect relations between strategic
objectives. Application of this method gives the possibility to look at the value chain from
a broad perspective taking into account financial and non-financial aspects as well as from
strategic and operational level. However, the use of BSC in the value chain management
requires moving beyond traditional frames of cards (with four prospects) and taking into
account the perspective of partnership which reflects the effects of interorganizational co-
operation in the chain where the company participates. Measurement of effectiveness of
the processes realized in the value chain through this method gives information about the
level of implementation of the strategy of the whole chain and enables the identification
of so-called “bottlenecks”, or areas where might occur decrease of efficiency of processes
which are carried out in the chain (Brzdska and others, 2012, p. 147-148).

There also should be indicated the limitations of this method compared to the
value chain management, namely: during its implementation may occur problems as-
sociated with selecting adequate measures and indicators, and adapting them to the
changes taking place in the enterprise; used and selected measures and indicators do not
always allow to measure effectively integrated value chains including all of its partners,
its application does not allow to measure and compare with competitors (the lack of this
perspective) (Hazell, Morrow, 1992, p. 44-45), does not allow to assess the level of risk
management in the value chain.

Conclusion

Nowadays, there is seen trend of shaping the organization where an analysis of key pro-
cesses is conducted, the effects of the implementation of the basic processes are assessed, what
undoubtedly fosters the implementation of the different methods and management concepts pre-
ferring a process approach, such as: TQM, lean management, outsourcing, JiT, kaizen, bench-
marking, ABC, ABM or BSC. It should be expected more and more interest in implementing
these instruments due to the numerous researches confirming achieving the great advantages by
these enterprises that have wished to use them. These activities are undertaken mostly by large
enterprises but they can be founded also in the SME sector. Cooperation or competition with
corporations will enforce these enterprises to use an approach aimed at continuously improving
its value chain. Searching for new sources of competitive advantage in the value chain is not
only important for the enterprises that use competitive strategy but also for these ones which
want to use them as a bargaining card in creating alliances or making mergers and acquisitions.

The purpose of the proper selection of structures and methods of process manage-
ment and resource management in the value chain is their focus on value. Development and
improvement of the value chain management model allow to better link the adopted assump-
tions of enterprise strategy with various processes occurring in the enterprise and give the
possibility of more effective management, reducing costs and improving the efficiency of
particular participants of the value chain and also of the entire value chain.
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