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Value Chain Management

———A New Survival and Competitive Model in the Knowledge Economy Era

Speech on the Opening Ceremony of the 03’BICVEM
(diu Wanhua, President of the Value Engineering Society of Beijing

Dear mayor Lin, dear director Zhang, dear Mr. Hannan, and dear chairman Zhang,
Ladies and gentlemen, good morning,

Today is a festival . because we have so many guests and experts of Value Engineering / Value
Management field coming to Beijing and gathering in Beihang University, they all bring their valu-
ahle experience and researches 1o us. Now, as a representative of VESB, I truly congratulate the
halding of this great conference and welcome all the attendees warmly and thank a lot for your atten-
tion and support for the development of Value Engineering.

Mo other science field has received so many attentions by the worldwide governments and lead-
ers. In the United States, with the proposal of VE cases in the 103™ and 104" congress meeting,
former President Clinton signed a decree to ensure the using of VE method by American govemnment
department and regulated that any project with the investment over 200 million dollars by the Ameri-
can government must be charged by a VE expert with a CVS centificate. In 1992, there are over 8
thousand persons from 34 countries attend the World Value Engineering Association Conference.
Nowadays, many countries and districts, such as the USA, United Kingdom, France, Japan, Tai-
wan and Hong Kong, have their own relevant palicies and CVS standards . Commissioner Shen Rixin
made the 1378" proposal on the meeting of CPPCC in 1984 suggested that our government should
generalize the scientific management method of Value Engineering promptly all over China, Our
former state chairman Jiang Zemin made an epigraph in 1988, which says that Value Engineering
should be used more often and get more innovation. And in the same year, our government issued
the national standard regulation basic terms and normal application procedure of Value Engineering .

Half a century ago, Mr. Miles, the founder of Value Engineering Methodology, said that the
long-term success for 5 corporation in a complete competition situation lies in selling the customers
best value continuously. History has proven this. With the coming of the 21" century and the rapid
pace of global integration, corporations will confront more challenges ; the relationship between cor-
porations is now enlering in an era of strategic completion and alliance . Su, ways of reaching the
win-win resull and realizing group's best value becomes more and more important. We are sure lhaT
Walue Chain Management and VE/VM method will be the hest managerial model |

Michael Porter proposes the concept of Value Chain Management in 1985, Porter believes that
Value Chain System is made up of Basic Value Chain, Supplier Value Chain, Enterprise Value
Chain, Channel Value Chain and the Buyer Value Chain. The Basic Value Chain consists of basic

i
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and auxiliary Value Chain, they both includes the value of different activities, such as interior and
exterior logistics, market, service and human resource, research and storage, ete.

The Value Chain Management is aimed at getting the enterprise’s competition advantage by an-
alyzing the value added in every business process of the Value Chain. It can be divided into three
categories : Vertical Value Chain Management, horizontal Value Chain Mansgement and Virtual Val-
ue Chain Management, these three are complemented each other and thus form the Network Value
Management, It has helped to create hillions of economy profits in many fields such as pluralistic
management, enterprise re-engineering and technical innovation, etc. so we can say that it is in the
ascendant in our country .

Early in the 1996, London subway saved 16.2% of its investment for using Value Chain Man-
agement method in the design; Wal-mant have more than 3000 multiple stores all over the world ,
and it becomes the top one by using Value Chain Management in their operating, for example, if
one store orders some goods, the time from the order of goods to the delivery finished needs only 3
days, but in the 1980s, the time needed is one month, Undoubtedly, the application of Value
Chain Management method has made remarkable contribution for the sustainable growth of the econo-
my of various countries. More and more administrators will favor it as the new mode of struggle for
existence of the enterprise in the era of knowledge-driven ECONomy .

In the knowledge economy era, modem projects require higher technique, and this requires
good management accordingly. But at present, the value management level of our country lags be-
hind relatively, so, what we should do is to, on the one hand, strengthen the researches about Val-
ue Chain Management, Value Models and risk evaluation techniques and applications of all kinds of
Value; on the other hand, we need to continuously practise and innovate on how to strengthen man-
agement and make better use of techniques in the knowledge economy era in which new scientific

techniques and information industry get good development. In all, as a VE practitioner, we have a
long way to go.

CERTIFICATE BASED ON STANDARD

EDUCATION SUPPORTING STANDARD
STANDARD BASED ON RESEARCH

BODY OF KNOWLEDGE BASIC SYSTEM

FOUNDATION

Fig. A
It is a key of the development of VE 1o train the high quality 1alent,
policy. In order to meet the social demand, the USA hold the first VE

and to issue the suitable
L certification test in 1972, In

b |



Value Chain Management

order to get the international Value methodology Profession one need to attend the SAVE's certificate
profession and get three different title ; the first level is CV3, Cerified Value Speeialist, The second
level is VMP, Value Methodology Practitioner. And the third level is AVS, Associate Value Spe-
cialist . The following is some information about this profession. See Fig. A and Table A & Table
B.

Table A (Data before 2002/12}

Country or Distract Yeur of beginning Persons

Amerien 1972 C¥WE 288, AVS 18]
—_— — —

Inehia | 1978 CVE 19

Japan 1981 CYs 129

Korea I 1988 CVS 54

China Taiwan ] 19540 CY5 3, AVE 3

Hungary | 1996 CVS 22, AVS 104

China mainland 0

Table B {Data before 2002/12)

CAMMrLa_r Dhistrict Year of foundation of VE/PM associstion Wear of the beginning of VE/PM profession
Americe l’!?S’!JFlNEI_ o 197211995 -
. International 1996/ 1965 T 1996/ 1995
Ching mainland 1;}“1.; I TIB‘J‘?

Since PMP landed China in 1999, there are more than 2000 persons who have got the certifi-
cate. We can say that PMP have got the acceptance by the society and the heat of it seems higher
than MBA and MPA. Tt has made enormous contribution for the development of the society. As an
carlier and useful method, what should we do for VE&VM? We are expecting that everybody could
pool his/her ideas and make concerted efforts.

Articles received by this Conference concerns the frontier theory of VE&VM, the application of
VE&VM theory in some popular research field such as cultural tour, cognitive psychology, measure-
ment of option risk and ability evaluation. Authors have certain development on the research of the
application of some modern tools such as the Game Theory and Planning theory into Value Model .
Regarding the research direction and method, stressing on technology and quantitative analysis, this
18 compatible with the world trend. And this also shows that comparing the research and application
of VE&VM of China to international development, we have got some improvement especially that we
have start to set up our own VE&VM system, During participating in the conference, through our
further deep discussion, active participation, discussion the future of VE&VM and ways to develop
it, we can be sure that VE will moves forward because of this !

Ladies and gentlemen, reviewing history, many great technological inventions, such as X-ray
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machine, biochip, nuclear reactor, rocket and electronic computer, ete.. are based on scientific
principles, or we can say that technology comes from the experience and science. VE is exactly that
experience, science and technology combine the result applied to the society. In the 21st century,
science, technology and indusiry must meet the absolute demand of the increasing population, create
and make the life better, meet the relative demands of quality constantly, and protect the environ-
ment and expand the human living space for our future. So, we will face the unprecedented chal-
lenges. Could we conquer nature? How do we innovate? How could we possess the strong vitality?
Locking forward to the future, our task is strenuous and it is also arduous. Let’s get united and go
forward hand in hand under the flag of VE, developing and practicing VE further, making greater
contribution for the society and human. Let’s ereate the brilliant future of VE&VM together.

Wish that every guest has a successful carcer, a happy family, good health and a long life!

Wish the conference have zatisfaciory success!
Express thanks for everybody's care and suppont!
Thank you again.
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