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Structure of the Course today 
•  Understand the Value Chain ? 

– The concept  
– How to use it ?  
– The limits ? 
– The Ducati Example ? 
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How are you doing ? 
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CORE 
CAPABILITIES 

VALUE 
PROPOSITION 

core capability 1 
core capability 2 

… 

value proposition 1 
value proposition 2 

… 

OFFER INFRASTRUCTURE 

Describing what capabilities are required The	
  Ques(ons	
  ?	
  	
  

What	
  Key	
  Resources	
  do	
  our	
  Value	
  Proposi5ons	
  
require	
  ?	
  Our	
  Distribu5on	
  Channels	
  ?	
  	
  

Customer	
  Rela5onships?	
  Revenue	
  Streams?	
  

What	
  are	
  our	
  key	
  competences	
  ?	
  

Ø  The	
  Key	
  Resources	
  Building	
  Block	
  describes	
  the	
  most	
  important	
  assets	
  required	
  to	
  
make	
  a	
  business	
  model	
  work	
  !	
  	
  

Ø  These	
  resources	
  allow	
  an	
  enterprise	
  to	
  create	
  and	
  offer	
  a	
  Value	
  ProposiSon,	
  reach	
  
markets,	
  maintain	
  relaSonships	
  with	
  Customer	
  Segments,	
  and	
  earn	
  revenues.	
  

Ø  Key	
  resources	
  can	
  be	
  physical,	
  financial,	
  intellectual,	
  or	
  human.	
  Key	
  resources	
  can	
  
be	
  owned	
  or	
  leased	
  by	
  the	
  company	
  or	
  acquired	
  from	
  key	
  partners.	
  

Ø  Different	
  Key	
  Resources	
  are	
  needed	
  depending	
  on	
  the	
  type	
  of	
  business	
  model.	
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WHAT?	
   WHO?	
  HOW?	
  

$?	
   €?	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
VALUE	
  

PROPOSAL	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
COST	
  

STRUCTURE	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
CLIENT	
  

RELATI°SHIPS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
KEY	
  

RESOURCES	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  KEY	
  ACTIVITIES	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
REVENUE	
  
FLOWS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
DISTRIBUT°	
  
CHANNELS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
PARTNER	
  
NETWORK	
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VALUE 
PROPOSITION 

COST 
STRUCTURE 

CUSTOMER 
RELATIONSHIP 

TARGET 
CUSTOMER 

DISTRIBUTION 
CHANNEL 

VALUE 
CONFIGURATION 

CORE 
CAPABILITIES 

PARTNER 
NETWORK 

REVENUE 
STREAMS 

Gives an overall view of 
a company's bundle of 
products and services 

Portrays the network of 
cooperative 

agreements with other 
companies 

Describes the channels 
to communicate and 

get in touch with 
customers 

Describes the 
arrangement of 

activities and resources 

Explains the 
relationships a 

company establishes 
with its customers 

Sums up the monetary 
consequences to run a 

business model 

Describes the revenue 
streams through which 

money is earned 

Describes the 
customers a company 
wants to offer value to 

Outlines the capabilities 
required to run a 

company's business 
model 

INFRASTRUCTURE CUSTOMER 

OFFER 

FINANCE 

Describing a company’s business model 
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WHAT?	
   WHO?	
  HOW?	
  

-­‐	
  €	
  ?	
   €?	
  

WHAT?	
   WHO?	
  

€?	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
CLIENT	
  

RELAT°SHIPS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
REVENUE	
  
FLOWS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
DISTRIBUT°	
  
CHANNELS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
VALUE	
  

PROPOSAL	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
KEY	
  

RESOURCES	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
KEY	
  ACTIVITIES	
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Describing what activities are required 

VALUE 
PROPOSITION 

VALUE 
CONFIGURATION 

CORE 
CAPABILITIES 

value proposition 1 
value proposition 2 

… 

core capability 1 
core capability 2 

… 

activity 1 
activity 2 
… 

INFRASTRUCTURE OFFER 
What	
  Key	
  AcSviSes	
  do	
  our	
  

Value	
  ProposiSons	
  
require	
  ?	
  	
  

Our	
  DistribuSon	
  Channels	
  ?	
  	
  
Customer	
  RelaSonships	
  ?	
  	
  

Revenue	
  streams?	
  

Ø  The	
  Key	
  AcSviSes	
  Building	
  Block	
  describes	
  the	
  most	
  important	
  things	
  a	
  
company	
  must	
  do	
  to	
  make	
  its	
  business	
  model	
  work	
  

Ø  Every	
  business	
  model	
  calls	
  for	
  a	
  number	
  of	
  Key	
  AcSviSes	
  :	
  the	
  most	
  important	
  
acSons	
  a	
  company	
  must	
  take	
  to	
  operate	
  successfully	
  à	
  create	
  and	
  offer	
  a	
  
Value	
  ProposiSon,	
  reach	
  markets,	
  maintain	
  Customer	
  RelaSonships,	
  and	
  earn	
  
revenues.	
  

Ø  Differ	
  depending	
  on	
  the	
  business	
  model	
  type.	
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WHAT?	
   WHO?	
  HOW?	
  

-­‐	
  €	
  ?	
   €?	
  

WHAT?	
   WHO?	
  

€?	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
CLIENT	
  

RELAT°SHIPS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
REVENUE	
  
FLOWS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
DISTRIBUT°	
  
CHANNELS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
VALUE	
  

PROPOSAL	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
KEY	
  

RESOURCES	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
KEY	
  ACTIVITIES	
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Describing what activities are required 

VALUE 
PROPOSITION 

VALUE 
CONFIGURATION 

CORE 
CAPABILITIES 

value proposition 1 
value proposition 2 

… 

core capability 1 
core capability 2 

… 

activity 1 
activity 2 
… 

INFRASTRUCTURE OFFER Key	
  AcSviSes	
  	
  
can	
  be	
  categorized	
  	
  

as	
  follows	
  …	
  :	
  

ProducSon	
  :	
  designing,	
  making	
  &	
  delivering	
  a	
  product	
  in	
  substanSal	
  quanSSes	
  and/or	
  of	
  
superior	
  quality.	
  ProducSon	
  acSvity	
  dominates	
  the	
  business	
  models	
  of	
  manufacturing	
  firms.	
  

Problem	
  solving	
  :	
  coming	
  up	
  with	
  new	
  soluSons	
  to	
  individual	
  customer	
  problems.	
  Dominated	
  by	
  
problem	
  solving	
  acSviSes.	
  Call	
  for	
  acSviSes	
  such	
  as	
  knowledge	
  management	
  and	
  conSnuous	
  
training	
  (McKinsey).	
  

Plaeorm/network	
  :	
  dominated	
  by	
  plaeorm	
  or	
  network-­‐related	
  Key	
  AcSviSes.	
  Networks,	
  
matchmaking	
  plaeorms,	
  sofware,	
  and	
  even	
  brands	
  can	
  funcSon	
  as	
  a	
  plaeorm.	
  eBay’s	
  or	
  Visa’s	
  
business	
  model	
  Key	
  AcSviSes	
  in	
  this	
  category	
  relate	
  to	
  plaeorm	
  management,	
  service	
  
provisioning,	
  and	
  plaeorm	
  promoSon.	
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Key Activities … the concept of “Value Chain” 

•  « If organizations are to achieve competitive advantage by 
delivering value to customers, managers need to understand which 
activities they undertake are especially important in creating 
that value and which are not … 

•  … Value chain and value network concepts can be helpful in 
understanding this. » 

•  The value chain describes the categories of activities within an 
organization which, together, create a product or service. 

•  The value chain invites the strategist to think of an organization in 
terms of sets of activities – sources of competitive advantage can be 
analyzed in any or all of these activities. 
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Company “Value Chain” 
•  Useful to separate the business system into a series of value-

generating activities referred to as the value chain.  

•  In his 1985 book Competitive Advantage, Michael Porter 
introduced a generic value chain model that comprises a 
sequence of activities found to be common to a wide range of 
firms. 

•  The goal of these activities is to offer the customer a level of 
value that exceeds the cost of the activities, thereby resulting 
in a profit margin. 
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Company “Value Network” ? 
•  The value network 

comprises the set of 
inter-organizational 
links and relationships 
that are necessary to 
create a product or 
service. 

•  Competitive advantage 
can be derived from 
linkages within the 
value network. 
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The Value Chain of a company 

Source:	
  Adapted	
  with	
  
the	
  permission	
  of	
  The	
  
Free	
  Press,	
  a	
  Division	
  
of	
  Simon	
  &	
  Schuster,	
  
Inc.,	
  from	
  Compe55ve	
  
Advantage:	
  Crea5ng	
  
and	
  Sustaining	
  
Superior	
  Performance	
  
by	
  Michael	
  E.	
  Porter.	
  
Copyright	
  ©	
  1985,	
  
1998	
  by	
  Michael	
  E.	
  
Porter.	
  All	
  rights	
  
reserved	
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Use of the Value Chain ? 
•  A generic description of activities – understanding the discrete 

activities and how they both contribute to consumer benefit 
(value) and how they add to cost. 

•  Identifying activities where the organization has particular 
strengths or weaknesses 

•  Analyzing the competitive position of the organization using 
the VRIN criteria – thus identifying sources of sustainable 
advantage. 

•  Looking for ways to enhance value or decrease cost in value 
activities (e.g. outsourcing) 
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Use of the Value Network ? 
•  Understanding cost/price structures across the value 

network – analyzing the best area of focus and the 
best business model. 

•  Identifying “profit pools” within the value network and 
seek to exploit these. 

•  The “make or buy” decision : deciding which activities 
to do ‘”in-house” and which to outsource. 

•  Partnering and relationships – deciding who to work 
with and the nature of these relationships. 
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Use of the “Mapping System” 
•  Identify “higher order strategic themes” that is, how the 

organization meets the critical success factors in the 
market. 

•  Identify the clusters of activities that underpin these 
themes and how they fit together. 

•  Map this in terms of how activity systems are 
interrelated. 
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Mapping “Activity System” 
AcSvity	
  systems	
  at	
  
Geelmuyden.Kiese	
  
Scandinavia’s	
  largest	
  

partner-­‐owned	
  
company	
  within	
  

strategic	
  
communicaSons	
  
consultancy.	
  

hip://
www.geelmuyden-­‐
kiese.com/about-­‐us/	
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Using activity system maps 
•  A means of identifying strategic capabilities in terms of 

linkages of activities 

•  Internal and external links are identified (e.g. in terms of 
the needs of customers). 

•  Therefore helps identify bases of competitive advantage. 

•  And sustainable advantage for example, in terms of 
bases of inimitability.  
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WHAT?	
   WHO?	
  HOW?	
  

-­‐	
  €	
  ?	
   €?	
  

WHAT?	
   WHO?	
  

€?	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
CLIENT	
  

RELAT°SHIPS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
REVENUE	
  
FLOWS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
DISTRIBUT°	
  
CHANNELS	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
VALUE	
  

PROPOSAL	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
KEY	
  

RESOURCES	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
KEY	
  ACTIVITIES	
  

	
  

CLIENT	
  
SEGMENTS	
  
CLIENT	
  

SEGMENTS	
  
PARTNER	
  
NETWORK	
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Describing the partners that leverage the business model 

VALUE 
PROPOSITION 

PARTNER 
NETWORK 

CORE 
CAPABILITIES 

value proposition 1 
value proposition 2 

… 

core capability 1 
core capability 2 

… 

partner 1 
partner 2 
… 

INFRASTRUCTURE OFFER 

The	
  Ques(ons	
  ?	
  	
  

Who	
  are	
  our	
  Key	
  Partners	
  ?	
  Who	
  are	
  our	
  key	
  Suppliers	
  ?	
  	
  

Which	
  Key	
  Resources	
  are	
  we	
  acquiring	
  from	
  partners	
  ?	
  	
  

Which	
  Key	
  Ac5vi5es	
  do	
  partners	
  perform	
  ?	
  

What	
  kind	
  of	
  partner	
  could	
  enrich	
  our	
  BM	
  ?	
  

Key	
  Partnerships	
  Building	
  Block	
  describes	
  
the	
  network	
  of	
  suppliers	
  and	
  partners	
  
that	
  make	
  the	
  business	
  model	
  work.	
  
Partnerships	
  for	
  many	
  reasons	
  are	
  
becoming	
  a	
  cornerstone	
  of	
  many	
  

business	
  models.	
  	
  
Companies	
  create	
  alliances	
  to	
  opSmize	
  
their	
  business	
  models,	
  reduce	
  risk,	
  or	
  

acquire	
  resources.	
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Describing the partners that leverage the business model 

VALUE 
PROPOSITION 

PARTNER 
NETWORK 

CORE 
CAPABILITIES 

value proposition 1 
value proposition 2 

… 

core capability 1 
core capability 2 

… 

partner 1 
partner 2 
… 

INFRASTRUCTURE OFFER 

Key	
  Partnerships	
  Building	
  Block	
  
describes	
  the	
  network	
  of	
  suppliers	
  and	
  
partners	
  that	
  make	
  the	
  business	
  model	
  

work.	
  
Partnerships	
  for	
  many	
  reasons	
  are	
  
becoming	
  a	
  cornerstone	
  of	
  many	
  

business	
  models.	
  	
  
Companies	
  create	
  alliances	
  to	
  opSmize	
  
their	
  business	
  models,	
  reduce	
  risk,	
  or	
  

acquire	
  resources.	
  	
  

Ø We	
  can	
  disSnguish	
  between	
  four	
  different	
  types	
  of	
  partnerships	
  :	
  

1.  Strategic	
  alliances	
  between	
  non-­‐compeStors	
  	
  

2.  Co-­‐opeSSon	
  :	
  strategic	
  partnerships	
  between	
  compeStors	
  	
  

3.  Joint	
  ventures	
  to	
  develop	
  new	
  businesses	
  	
  

4.  Buyer-­‐supplier	
  relaSonships	
  to	
  assure	
  reliable	
  supplies	
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Describing the partners that leverage the business model 

VALUE 
PROPOSITION 

PARTNER 
NETWORK 

CORE 
CAPABILITIES 

value proposition 1 
value proposition 2 

… 

core capability 1 
core capability 2 

… 

partner 1 
partner 2 
… 

INFRASTRUCTURE OFFER 

Key	
  Partnerships	
  Building	
  Block	
  describes	
  
the	
  network	
  of	
  suppliers	
  and	
  partners	
  
that	
  make	
  the	
  business	
  model	
  work.	
  
Partnerships	
  for	
  many	
  reasons	
  are	
  
becoming	
  a	
  cornerstone	
  of	
  many	
  

business	
  models.	
  	
  
Companies	
  create	
  alliances	
  to	
  opSmize	
  
their	
  business	
  models,	
  reduce	
  risk,	
  or	
  

acquire	
  resources.	
  	
  

Fixed	
  costs	
  :	
  Costs	
  that	
  remain	
  the	
  same	
  despite	
  the	
  volume	
  of	
  goods	
  or	
  services	
  produced.	
  Examples	
  include	
  
salaries,	
  rents,	
  and	
  physical	
  manufacturing	
  faciliSes.	
  Some	
  businesses,	
  such	
  as	
  manufacturing	
  companies,	
  are	
  
characterized	
  by	
  a	
  high	
  proporSon	
  of	
  fixed	
  costs.	
  

Variable	
  costs	
  :	
  Costs	
  that	
  vary	
  proporSonally	
  with	
  the	
  volume	
  of	
  goods	
  or	
  services	
  produced.	
  Some	
  businesses,	
  such	
  
as	
  music	
  fesSvals,	
  are	
  characterized	
  by	
  a	
  high	
  proporSon	
  of	
  variable	
  costs.	
  

Economies	
  of	
  scale	
  :	
  Cost	
  advantages	
  that	
  a	
  business	
  enjoys	
  as	
  its	
  output	
  expands.	
  Larger	
  companies,	
  for	
  instance,	
  
benefit	
  from	
  lower	
  bulk	
  purchase	
  rates.	
  This	
  and	
  other	
  factors	
  cause	
  average	
  cost	
  per	
  unit	
  to	
  fall	
  as	
  output	
  rises.	
  

Economies	
  of	
  scope	
  :	
  Cost	
  advantages	
  that	
  a	
  business	
  enjoys	
  due	
  to	
  a	
  larger	
  scope	
  of	
  operaSons.	
  In	
  a	
  large	
  
enterprise,	
  for	
  example,	
  the	
  same	
  markeSng	
  acSviSes	
  or	
  DistribuSon	
  Channels	
  may	
  support	
  mulSple	
  products.	
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Assignment : Value Chain – Resources & 
Competences - Partnership 

1.  Read the Ducati – Harley Davidson Business Case (Insead) 
2.  Describe & Explain the situation in the 90ies of Ducati using a 

SWOT Analysis 
3.  Describe in details and motivate the changes decided and 

implemented by Ducati’s owners  
4.  Explain the system used by Ducati to select in/out house 

activities 
5.  Describe Ducati Value Network 
6.  What are the pro’s & con’s of this strategy 
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Relevant book sections 
•  Pages 97 to 102  
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