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2.3. The value chain approach for assessing competitive advantage     27 

 

 

This is possible to achieve in Romania considering the implementation of 3 
important points: 
 1. applying the total value chain concept: enabling an easy organization with 
a clear focus only on creating value and avoiding waste 
 2. improving the material flow: supplying the machines in order to perform 
constantly and achieve a continuous flow without interruptions 
 3. inventory reduction: reduce unnecessary inventory that only consumes 
space, financial means and handling time without it being absolutely necessary 
within the proper functioning of the production or flow process  
The focus needs to be on everything (individual processes as well as the global 
functioning of the factory) in order to improve the total value chain concept. 

 
Competitive advantage can be achieved in Romania, especially through 

lower cost advantage due to several facilitating conditions present within the target 
area: access to low-cost raw materials, high qualified human resources, innovative 
process technology and low-cost production. 

 
The relationship between low-cost advantage and differentiation advantage 

is shown in figure 2.4. 
 

 
Figure 2.4. Competitive advantage positioning [108] 

 Competitive advantage can be achieved either through a superior relative 
cost position or through a superior relative differentiation position. A competitive 
advantage through lower cost offers an equivalent product with comparable or 
matching customer value for a lower price than those of competitors. A competitive 
advantage through differentiation offers improved or distinct features which 
customers perceive as being of higher value than a similar product from the 
competition for a comparable or matching price [51]. 
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areas which need to be eliminated as soon as they are identified in order to 
strengthen the value adding processes and their final output. Sometimes improving 
an individual process without assessing the impact upon the rest of the interlinked 
processes may not necessarily lead to an improved overall process, thus the 
importance of always optimizing the whole is essential for an effective value chain 
approach. One important indicator of the functional effectiveness is the number of 
transfers between processes: fewer transfers enable time and cost reduction and 
have a significant impact upon keeping individual and overall costs low and 
customer value high.  
 
5) evaluate the opportunities for achieving relative cost advantage 
= reducing costs within a value chain approach does not enable superficial 
strategies like reducing costs per department by random percentages given from 
top management, as the end output and customer value achieved is more important 
than the appearance of a better functioning individual unity of the business entity. 
The goal is to provide value to the customer and that can only be done by meeting 
demands and expectations which occur at a certain moment. Isolated cost reduction 
does not enable companies to suddenly become more competitive, but an effective 
customer-focused approach does and lays the foundation for a long-term and 
sustainable development of its business. Renault enabled a strategic partnership 
with its suppliers with its 5% yearly price reduction policy, when it imposed a strict 
price reduction with its main suppliers in exchange for long-term and solid 
agreements which helped both the French carmaker and its business partners to 
have a stable perspective and common focus on customer value [45]. 
 
2.3.2. Internal Differentiation Analysis 
= The goal of the internal differentiation analysis is to analyze all internal processes 
within the company and identify the processes which are possible sources of 
differentiation and thus create customer value. This enables the manufacturing 
facility to identify opportunities for creating and sustaining superior differentiation, 
another important driver of profitability and competitive advantage. This approach is 
more sensible as it implies understanding and anticipating customer demands and 
providing a difference which gives the edge over other competitors and a superior 
perceived value of the products and services by the customer [15]. 
 
 Differentiation can be achieved by having a more customer-oriented 
approach in certain areas which are of importance to the customers and for which 
they are willing to pay a premium in exchange for the product meeting their specific 
needs and/or desires: internal processes, product features, warranty and/or price. 
 
1) internal processes 
= in automotive industry especially car manufacturing brands conduct periodical 
audits upon their main suppliers and they often have strict or specific requests upon 
certain areas (production, product quality control, packaging specifics, labeling, etc.) 
that they impose their suppliers to uphold at all times. This is a challenge most of 
the times for suppliers as they may well supply goods to several carmakers and thus 
they need to maintain focus on their tailored production lines and shipping details to 
maintain high customer service. Meeting customer demand however and good 
collaboration and communication with the carmaker however can enable a tight and 
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The advantage is that through the additional staff position, the lack of multiple 
specialization is offset, but this in turn means unity of command is lost, which 
usually brings about the issue of confusion and sometimes the conflicting orders 
from multiple sources may also lead to a higher rate of ineffectiveness in 
functioning. This also gives the impression that authority is mainly existent only at 
higher levels, causing the distancing among workers and other employees and 
potentially being a source for demotivation from more ambitious employees. 
 

 
Figure 2.6. Functional authority organizational structure 

 
3) Line and Staff Organizational Structure:  
= this type of organizational structure is similar to the Staff or Functional Authority 
Organizational Structure (as shown by figure 2.7), but eliminates its main 
inconvenient, namely the lack of command unity and is the most common type of 
organizational structure found within companies.  
 
It has the same vertical relationship between several functional levels, and as 
opposed to the previous type of organizational structure, in this case line managers 
are only provided with assistance from specialized personnel in order to support 
them in decision-making and in running an effective part of business. 
 
Line managers are assisted by specialized staff in advising (Industrial Engineering, 
Planning, Management information system, Operations Research, Quantitative 
Techniques, etc.), service (Purchase, Maintenance, Marketing, Finance, etc.) and 
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Staff may also feel less motivated as their role lacks authority and the line 
managers may prove reluctant to accept their counseling or advice, causing 
coordination issues and making communication more difficult. 
 
 
4) Committee Organizational Structure: 
= this type of organizational structure is mainly appropriate for handling specific 
situations and is usually used only for a short-term period or even once occurring 
situation rather than for longer timespans as outlined by figure 2.8.  
 
The advantages of committee decisions are the fact that they are usually better 
than individual decisions as a group discussion often leads to creative thinking, 
motivating members to actively participate in the process of decision-making within 
the committee group and generates the basis for better interaction and coordination 
of activities amongst members. 
  

 
 

Figure 2.8. The committee organizational chart 

There are however a few setbacks associated with this type or organizational 
structure as responsibilities for certain actions may be shifted amongst members, 
certain more delicate issues may lead to compromise or even indecision which can 
delay decision-making whilst consuming more time and financial resources as well. 
 
 
5) Divisional Organizational Structure:  
= this type of organizational structure is very flexible and open depending upon the 
functionality it is focused on, which may be based on function, product, geographical 
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area, specific project or a combination of the above (as presented in figure 2.9 
below). 
  

 
 

Figure 2.9. Organizational structures formed upon departmentation 
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6) Project Organizational Structure:  
= this type of organizational structure is focused on specific projects, where usually 
activities range throughout several departments and with the previous 
organizational structures relationships would flow horizontally, diagonally upwards 
and downwards making it complicated to implement of them, therefore the project 
organizational structure has emerged (an example of such a structure is shown in 
figure 2.10). This structure features several specialists working within a designated 
team for a determined timespan (usually ranging from several months to a couple of 
years) in order to carry out complex and challenging projects with the help of 
required skills and competencies, before resuming their everyday jobs within the 
company. Typical projects may be within research and development (new product), 
industrial engineering (new company layout design and implementation), building a 
new factory (preparation and implementation), product development, etc. 

 

 
Figure 2.10. A project organizational structure 

 
The project organizational structure basically features a temporary team working 
together to achieve a desired results with the following advantages: a new (and 
usually unique) project, which implies the challenge of success or failure after 
working and achieving complex independent and interlinked activities with the use 
of cross-department specialized skills necessary in order to successfully accomplish 
the goal of the assigned project within a specific deadline. For each project there is 
a provided budget, an expected level of quality of achieved work implied and an 
expected time of delivery or deadline, which gives the coordinates and the 
constraints of the task and its implications.  
 
For each project there is an assigned project manager who needs to gather the 
needed resources and coordinate all steps of the process and ensure that all project 
specifications and objectives are met at the end. Some disadvantages may occur 
such as the priority of given tasks from project managers or the usual departmental 
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manager of a project member which may arise tensions if the informal relationship 
between project manager and the departmental manager (functional manager) in 
question is not a good one. Also in order for the project to be effective, good 
communication and clear work breakdown structure between team members are of 
utter importance. 
 
 
7) Matrix Organizational Structure:  
= unlike the temporary project organizational structure, this type of organizational 
structure is permanent, but its goal is the same, namely that of achieving specific 
results with the help of specialist skills from empowered employees from different 
departments of the company. The divisions are horizontal and reporting is done 
according to the hierarchical functional structure as is shown by the example in 
figure 2.11. 
 
The main advantages of this organization within a company are the focus on project 
or product coordination, decentralized decision-making, a flexible use of resources 
and support systems with the possibility to quickly adapt and respond to changes. 
These assets create the conditions to achieve company goals and usually have a 
high level of effectiveness. 
 
The downsides are the prospect of overemphasizing decision-making on a group 
level and an excessive focus on internal relations, which can generate situations of 
confusion over responsibility or authority (potential lack of unity in command) and 
bring about conflicts in addition to the high administration cost. 
 

 
Figure 2.11. The matrix organization 

 
This type of organization is mainly used to adapt to a rapidly changing external 
environment with both functional and product managers. Functional managers are 
responsible for specialized resources (production, scheduling, quality control, 
marketing, etc.) whereas product managers handle one or more specific products. 

BUPT





42  PERFORMANCE ASSETS IN AUTOMOTIVE INDUSTRY - 2  
 

 

organizations find it hard to quickly adapt to some unexpected situations as the 
response to exceptional situations is usually rather slow due to the complex 
decision-making path before reaching top management level. 
 
 
9) The Informal Organization:  
= although this type of organizational structure is not a formal or official one, it is 
still of great importance for the overall work climate within the company and has a 
great impact upon the motivation and productivity of the employees. 
 
The informal organization is mainly set up by human interaction and the evolving 
relationships between employees which evolve, as does the organization itself. 
 
The development of this informal organization (as shown in figure 2.13) is driven by 
the needs of personnel (friendship, affiliation, etc.) and is continuously changing due 
to the changes within the company (new employees, new appointments in other 
departments, changing managers, etc.), being very dynamic as people tend to grow 
and develop at a different pace.  
 
As any other organizational structure however, it has its advantages and 
disadvantages. The benefits are mainly those of assistance and support for faster 
accomplishing of tasks, as a form of providing confidence (through communication, 
empathy, emotional support, etc.) and encourage better management.  
 
Setbacks of this organization are the fact that this reduces predictability and control 
in view of the classic formal types of organization, if no positive relationship is 
present between certain employees, this may cause time increases in order to 
complete certain tasks and it may even get out of hand and work against the 
purpose of the formal organization. 
 

 
 

Figure 2.13. Informal organizational structure 

Additional types of organizational structure may arise according to the specific 
needs and requirements of companies and may combine of select certain features of 
the previously presented forms of organization.  
 
Depending upon the functioning there are classic responsibility charts or job 
descriptions, which may have only slight changes to better fit the specificity of the 
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2.5. Layout effectiveness and value chain improvement 
strategy 
2.5.1. Layout effectiveness: improving productivity and work 
efficiency  
 
 A proper value chain analysis usually implies the contribution and 
cooperation among several managers in charge of the targeted processes, as well as 
industrial engineers, layout designers and production managers, which can provide 
essential data to properly assess and implement a functional value-creating process. 
After all calculations and redesigning of layout and process functionality are 
performed, the next step is to implement the changes and oversee the functioning 
and process flow tithing the new configuration. 
  
 When a plant wants to improve the cost, it must look at the following key 
areas which are subject to an effective improvement strategy: To improve the cost 
in production, the view must be global from the moment that the row material 
arrives to the plant until the finish products leave the plant and arrive to the 
customer (as shown in figure 2.16 below). 

 

 
Figure 2.16. Simplified value chain 

 The process time finally indicates the process complexity. If the flow is 
perfect, the lead time is low and the value chain is working properly. But, if the 
process is not correct, then bottlenecks appear and those points represent 
complexity. The constant flow means avoiding complexity because the product is in 
a continuous process which means that there are no constrains and it`s easy to 
control all the blocking points. 
 
 The production is the result of avoiding the blocking points in the process. 
And the most important thing is to understand and see when a blocking point 
appears. If the production is not flowing, the blocking points are not visible because 
they are difficult to identify.  
 
 The organizations with no easy, clear and simplified process flow are those 
organizations that are trying to improve and show a lot of isolated results but in the 
end those results are not visible in the profit and loss statement (P&L) because 
optimizing a part of the process is introducing bottlenecks in the total process. And 
finally the theoretical savings are not really achieved, because most of the times the 
improvements are against the capacity to keep the flow of the value chain.  
 
 In order to improve the cost, the first step is to keep a clear production flow, 
simple and easy to understand. And then, focus can be shifted towards a holistic 
approach.  
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 The total understanding of the value chain flow is necessary in order to keep 
on improving because decisions are always affecting the continuity of the production 
flow. The results of the savings are usually against the results of the output and 
finally producing the necessary quantity on time is the most important point to 
achieve targeted and desired results. 
 
 The main idea which needs to be emphasized is the fact that, in order to 
optimize the cost, first we need to optimize the flow. This means building a simple 
and easy production flow and designing an easy production layout. Without this 
concept of simplification, it`s difficult to have an effective holistic approach. In order 
to understand the total value chain it must be easy, simple and clear. When this 
step is finished it`s easy to improve because we can easily identify when an 
improvement decision can further enhance the output. 
 
 After improving the layout concept, the flow has been simplified and by 
using visual management the entire blocking points of flow have also been 
identified. The job of production is clear as it needs to produce and deliver only what 
the customer demanded and in the required time. The Just in Time (JIT) concept 
means a clear production flow avoiding any delay in the plan. 
 
 When we are looking at the plant delay causes, the first is the lack of a 
proper planning, and again we return to the flow concept which means to plan 
different steps in the production process. To achieve overall synchronization is 
actually very difficult because every individual process needs to be controlled and 
monitored and also well synchronized with the next process. Sometimes the 
equipment is shared for different products (more than one product being produced 
with the help of one equipment) and when a problem appears for one of those 
products it will affect the complete planning. This means it is necessary to control 
and reschedule the plan every time a problem appears and affects production. 
 
 The concept is wrong because the flow must be natural, which means 
having dedicated equipment to produce dedicated products or extra capacity to 
avoid planning changes. This is wise because any planning change generates a lot of 
extra problems, inventory misjudgment and even additional user changes, therefore 
reducing the cost is a good decision. And then, it is possible to optimize the 
headcount and extra capacity requirements, as well as the bottlenecks and 
everything that may affect value chain results. 
 
 Sometimes traditional management rules need to be adapted as there is no 
standard management technique that can solve all problems [20]. An excessive 
emphasis on manufacturing costs or on the sole idea of cost for that manner is 
wrong, as the goal is to sell certain products which need to be perceived as 
desirable by the customers and have to trigger their buying decision as shown in 
figure 2.17. 
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