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Concept of Value Chain analysis

Value chain analysis refers to the set of interlinked activities that are carried out by an organization in assessing the essential components that would add value to their products and services they offer to clients (Hansen & Birkinshaw, 2007). The value chain analysis is a model that was developed by Porter in a bid to enhance the general understanding of an organization's needs for improvement (Hansen & Birkinshaw, 2007). A company usually makes a comparison with other firms by determining the costs involved in improving the value of their products with a view of increasing its operations and overall performance within the market. The value chain within organizations enhances the understanding of the competitor's costs in a bid to boost their competitive advantage over other rival groups. Companies utilize the value chain analysis as a strategic tool in examining its internal activities. The primary goal of value chain analysis is to ascertain the actions that are most valuable that would enhance the institution’s competitive advantage in edging other firms within the market (Hansen & Birkinshaw, 2007).

Through a careful analysis of the internal factors and activities within an organization, the value chain analysis endeavors to reveal an organization's strengths that would be focused on ensuring that it remains viable across the global market (Gereffi, 2013). The value chain analysis involves a variety of steps. The first step consists of the identification of the sub-activities that are found within the primary activity enhanced for improvement within the organization. The second stage involves the recognition of the sub-activities that are located within the organization's support activities. In the third step, the institution’s management identifies the linkages that would enhance progress through the enhancement of internal operations. Finally, the organization usually recognizes the opportunities that boost value for the products produced by the industry (Gereffi, 2013). In the phase, all the sub-activities are reviewed to establish how change can be effected within the various departments within the organization.
Savola Group Company and the Value Chain Strategies

Companies in the Kingdom of Saudi Arab (KSA) have taken advantage of the value chain analysis framework in enhancing their production process. Savola Group is a consumer industrial company based in Saudi Arabia that produces and supplies grocery products across countries in the Middle East region (Savola Group Company, 2017). Cost advantage and the differential advantage are among the key strategies that are utilized by the Savola Group Company in ensuring that they edge over their competitors in the food industry. Cost advantages enhance an organization’s progress through maximizing output while minimizing the costs incurred in producing the products (Jaber, 2016). For instance, the company utilizes the dominance of the group through advanced technology that ensures that its processes are efficient and viable in producing quality products.

Additionally, the company through the cost advantage controls a lot of the raw materials sourced from within the region and other localities (Gereffi, 2013). Through the cheap products it solely manages, it has enjoyed the economies of scale as it experiences a reduction in the cost of production. Further, the company has taken advantage of the skilled and qualified labor force within the Saudi Arabian market. It has been noted that an adequate workforce often results into quality products for consumers. As such, the company has tapped the qualified workforce in ensuring that they endeavor to provide excellence products within the Saudi Arabian market (Savola Group Company, 2017). The strategy has enhanced the alignment of Savola Company's internal activities towards strengthening positive change within the Middle East market.
On the other hand, the differential advantage ensures that an organization redesigns its products in tailoring them to meet the specific demands of the target population (Gereffi, 2013). Thus, the value chain analysis is a vital tool in promoting an organization’s goals and overall objectives. Savola Company has inculcated the use of unique characteristics in competing with their rivals. For instance, the company has introduced new ingredients within their products that are not only healthy but also high in their nutritional content (Gereffi, 2013). The differentiation of its products has distinguished it from other competitors across the Middle East since it has enhanced a comparable feature that has improved its customer relationships. Through the identification of its primary and support activities for differentiating its products, Savola Company has realized enormous profit margins arising from the customized commodities compared to those of its competitors across the region. Moreover, Savola Company has eased the process of acquiring its products through different media that promises customer satisfaction. 

How product differentiation may enhance value

Product differentiation advantage is an essential strategy within a company as it targets a specific segment of the market in convincing consumers about the variance of the product (Marchi et al., 2013). Thus, the product differentiation is a value chain strategy that can create value for the company in various ways. First, the differentiation mechanism allows for non-price competition. Since the model only focuses on the product, the company can focus on not only improving the quality of the product but also increasing customer preference for their product over the rival products (Jaber, 2016). Within various market segments, companies that focus on the differentiation strategy through quality and design gain competitive advantage without decreasing their prices and losing any profits. Also, the differentiation strategy heightens brand loyalty among consumers as they are attached to high-quality products from a specific company. The approach, therefore, may create a perception in the customer minds about the absence of any substitutes within the market and if any, a low-quality product. The differentiation strategy thus works in favor of a company through establishing a sense of confidence and promoting brand loyalty among their customers (Marchi et al., 2013).

How Savola Company may guarantee success through product differentiation

Product differentiation in the market may create a positive impression about Savola Company’s product. Since differentiation assists products to stand out within the market, Savola’s products may form an aspect of uniqueness compared to other products increasing the profit margins. Nevertheless, before implementing the differentiation strategy, it is essential for the company to ascertain the features of the product that would bring out the distinctive image (Jaber, 2016).

By creating a change in the design of the product, the company may experience success as it would have the potential to convince its customers on how the new groceries would positively impact on their wellbeing. Savola Company may thus assure the success of the value chain through the enormous benefits that would be created by implementing the new forms of the products and through increasing their content (Mudambi & Puck, 2016). Moreover, most consumers often tend to associate with a particular brand of a commodity. Therefore, product differentiation for Savola’s products would appeal to the tastes and preferences of their customers by providing them with an opportunity to express their opinions about the product. The company would utilize their views in enhancing better tailor-made products for their satisfaction and continued loyalty.
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