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Rising complexity of value chains and fast global 
competition 
 

Rapid expansion of global manufacturing could completely rearrange competitive 

landscape. Global companies not only face increasing number of new competitors in their 

established markets, but also they are entering new market segments for which they need 

to expand current offerings with new products and services. Innovations from one market 

segment spread quickly into other markets effectively leveling the playing field and 

providing opportunity to competitors. This ñsee-sawò competitive outsmarting on a 

global scale plays out in a range of manufacturing industry verticals (automotive with 

Toyota and GM, commercial aerospace with Boeing and Airbus for example). New 

competition drives complexity through new products and offerings, while complexity 

opens the door for new competition, making global markets very unpredictable.  

 

To play a high risk and reward game such as global manufacturing, companies pursue a 

variety of strategies (mergers and acquisitions, outsourcing, reuse) with mixed results. 

Companies that focus on global reuse of brands and product platforms (Coca Cola, 

Microsoft, Volkswagen and Intel for example) have been able to outperform competitors 

in the global arena. Companies that pursue ñarithmeticò acquisition and merger strategy 

usually do not fare as well. What has been crucial for success is emphasizing scalable 

business processes to synchronize dispersed marketing, development, sales and 

manufacturing operations. In other words, to compete globally, companies need to think 

and act as a single, although global corporation, and not as many local corporations with 

a shared ownership structure. 

 

 

Business architecture for global operations 
 

Transforming business process on a global scale is not trivial endeavor. To understand 

the complexity involved, one has to examine the scope of global manufacturing 

operations. Value Reference Model (VRM, formerly known as VCOR) is well suited for 

this task
1
, because it normalizes definitions of all basic value chain processes and their 

relationships.  

 

                                                 
1
 See www.value-chain.org 
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Figure 1. An example of business reference model - VRM (former VCOR) reference 
model for global enterprise business operations 
 

Obviously, governance and planning processes have to be fully integrated in order to 

reuse assets such as brands, knowledge, intellectual property, and production resources. 

There are region specific regulatory and fiscal reporting rules, however they can be 

organized and consistently mapped to each of the governance and planning processes in 

VRM, without altering basic flow of information.  

 

Difficulties usually arise with execution of processes. Organizational inconsistencies 

arise at the task level of process decomposition, primarily due to various terminologies 

and local preferences of divisional managers. Organizational charts in many companies 

add layers of complexity due to duplication of positions and multiple reporting. 

Streamlining communications becomes very challenging in these organizations. 

 

First step in a global transformation should be to achieve full and consistent 

reconciliation of three top-down operational management structures: process breakdown, 

organizational chart and business metrics. With clarity of global business architecture in 

regards to who does what, why, how and when, mapping of process flows across all 

global value chain constituents is possible. Once the process models are defined using 

consistent language and structure, full comparisons of different process flows should 

point to reasons for reuse of global processes, tools, practices and methods. 

 


