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Statement:  A multinational company maximises its competitive advantage by controlling its own supply chain...

Summary of topic:
In this independent inquiry I will be exploring briefly a few multinational companies and how they have managed their supply chain in order to gain a competitive advantage over rivals. I will also be exploring styles of supply chains, and how they are managed to benefit a company’s profitability, quality of production, production efficiency and also whether companies choose to implement sustainable processes into their production and supply chain.
Introduction
‘A multinational company maximises its competitive advantage by controlling its own supply chain’ (Business Essay Questions, 2021)
This is the statement I have chosen to focus my independent inquiry on. I actually found this statement online and thought it would be an interesting topic to explore and its something very relevant in today’s world. Globalisation and multinational companies are now the norm and we often interact with them on a regular basis for example McDonalds, or Coca Cola. So, what relevance does their supply chains have in today’s world? Well… these large companies have strictly managed their supply chains as one factor in order to grow and stay competitive in today’s market however are these practices out dated now? With the attention around sustainability on the rise, can these companies adopt an eco-friendlier supply chain strategy and what effect would it have upon their competitive advantage. 
Although this topic isn’t strictly what I’m currently studying in university it is a topic I have a vast interest for and have always followed business news for the past few years. It could be argued that my dissertation will still be based on design philosophies however in a different sense in the fact where international businesses have designed their supply chain structure and how they can be improved in future to meet the more and more relevant topics of sustainability, carbon footprint and waste reduction.
Main Text
I’d like to start with defining a couple of the key areas within this statement starting with multinational company. ‘A multinational company (MNC) is a business that has operations in more than one country’ (Business Essay Questions, 2021) For example, Coca Cola. A supply chain is the operation of taking raw materials then manufacturing, packaging and transporting the finished good to the end consumer. A supply chain encompasses everything to do with making and selling of a product. 
Many multinational companies enjoy a competitive advantage by controlling their supply chain as they are able to keeps costs lower and therefore lower prices for the end consumer. An example of this would be H&M. Many international retailers often outsource their production of clothing to specialist clothing makers. H&M decide to keep production within their control at their own factories. This has kept costs down for H&M as independent clothing supplier/manufacturing companies will charge a mark up to be profitable. Therefore H&M theoretically saving on this cost. This allows H&M to maintain a competitive advantage over rivals by being cheaper on their products for a similar quality item. This cheaper price in turn will attract more customers due to a perceived better value for money and therefore gives H&M that competitive advantage. For this dedication to supply chain management and control they are now ranked top 10 in the fashion industry. However, it could be argued that outsourcing may be a more cost-effective route in some scenarios. For example, Apple.  This multinational will outsource their production because they do not specialise in this area of expertise and therefore could not be as efficient as the company they are outsourcing to. Therefore, outsourcing some tasks and jobs may be cheaper than if a company was to do it themselves. Another reason is to minimise the attachment of any bad press and the illegal activities that occur in factories that Apple uses. Therefore, meaning apple can turn a blind eye to poor working conditions as they can argue that they are not responsible for the manufacturer’s poor ethical standards. This therefore would be more profitable for apple however ethics does suffer as an expense to this
Another competitive advantage a multi-national company may want over a competitor may be quality. By controlling your supply chain, a business is able to perform quality checks over the manufacturing of the product and also the quality of the raw materials. For example, BMW have complete control over there manufacturing of the 3 series. Having this ability to have complete control over quality can mean a multinational business can improve, or make corrections where necessary. By doing this the product can be made to have a better quality of their competitors. BMW can also alter production where necessary if faults are found in the design quickly and effectively. Having the ability to keep on top of quality can give that competitive advantage over rivals. This is because a product that is less likely to break can build up brand confidence with its customers. A satisfied customer with brand confidence is likely to return to buy more in future and build up a brand loyalty. This is called repeat business and is a very profitable and efficient way to make sales. Repeat business means that the customers already know about the products for example BMW produces and therefore can save on marketing costs with these individuals. 
Having complete control over your supply chain can also mean you can choose what style of supply chain to adopt to benefit your international enterprise. For example, you could adopt a responsive supply chain to meet and adopt to different scenarios. They are particularly good if a company makes lots of varied products from one week to the next and therefore need lots of different suppliers from one week to the next. These responsive supply chains respond on demand and are good for industries with uncertainty or make client specific products. This control over the style of supply chain can increase the speed in which it takes to get the raw material, produced and then to the end consumer. However, these supply chains require human skill to manage and someone who is inexperienced may make very costly decisions if the wrong judgement has been made. The bad judgements could in turn hinder a company’s competitive advantage by increasing costs and lead time. Lead time is defined as ‘Lead time is the amount of time that passes from the start of a process until its conclusion’ (Kenton, 2021)
Some may argue however a supply chain style such as a responsive one isn’t strictly being in total control of your supply chain and it’s more a supply chain management system and directing its suppliers (and therefore not strictly vertically integrated).
Vertical integration is a term to describe a business where they buy the suppliers and buyers within their supply chain. This is done often to keep costs low for the consumer. Again, the term to vertically integrate is often practiced by international or growing firms to maintain a competitive advantage.
I will now explore Some pros to vertical integration. After reading (Tarver, 2021) explanation, A business that has undergone vertical integration would experience a reduced risk to disruptions in the supply chain and can be better prepared to deal with potential disruptions in the supply chain. The companies will experience better turnaround times and will be able to reduce delays making for better production efficiency. Efficiency in business is where you make the best possible usage of your inputs and minimising waste to keep costs as low as possible and output as high as possible. Add reference
Vertical integration will also give you a direct link to the market. This would benefit many international businesses as you can gauge the market with new products. If a product sells well production can be ramped up accordingly 
A business will also directly gain in direct monetary terms. Vertical integration will allow a company to exercise greater economies of scale. A better economy of scale will be achieved via greater buying power and therefore a lower cost per unit. Again, benefitting production costs and the cost to the buyer again improving the competitive advantage over competitors in an international market. 
However, vertical integration to take control over your supply chain isn’t always as good as it sounds and there are some potential downfalls to vertically integrating your business. To vertically integrate it involves high capital requirements. This is because mergers and take overs are expensive and therefore an international business will need the required funds to take a company over take out a loan and borrow some money. Both options not being ideal as the monthly repayments will add to the long list of overheads. If an acquisition fails. Its also very hard to get out of it and potentially lose a lot of money when it comes to resale if a firm is failing. 
As discussed earlier, flexible supply chains are useful for businesses that are constantly changing their products for example the Magna Steyr AG & Co KG factory in Austria requires a vast number of suppliers due the diversity of cars they make for different companies. For example, Jaguar, Toyota, BMW, Mercedes. A vertically integrated supply chain would not suit this kind of business as it would reduce the flexibility in which a company can sourced parts from etc and a new product required to be made could deem the vertically integrated supply chain redundant. Therefore, a vertically integrated supply chain should be chosen with caution, based on your business model and the type of products that are produced.
Another approach international companies often consider is a kaizen philosophy within their supply chain. Kaizen is a form of lean production. Lean production is the method in where a business looks to cut out waste whilst ensuring quality is maintained to a high level and can be applied to all functions of a business including HR, marketing, operations and finance. ‘Kaizen is the Japanese term meaning ‘change for the better’ or continuous improvement’ (Hargrave, 2021) Kaizen is a Japanese business philosophy regarding the processes that continuously improve operations and involve all employees. This philosophy is often applied to many international business supply chains in the aim to reduce the common topic of reducing waste, increasing efficiency and increasing the quality in production. The aim of kaizen is to focus on small improvements often found through reports from the workforce rather than large and drastic changes. This is because small changes won’t often need large sums of capital to make the changes and therefore keeping costs lower. It also encourages workers in the workforce to take pride in their work by taking ownership in it. Thus, in turn would most likely increase job satisfaction and of course good job satisfaction increases an individual’s motivation. Employee motivation is very sought after in large corporations as a happy workforce is often a productive one. This kaizen approach therefore is a great philosophy to follow in large international companies as these marginal gains can give the competitive advantage a company needs.
However, like any business choice, there are cons to this strategy. Kaizen will require new training within the workforce to be able to implement. It also requires a good judgement from employees, a bad judgement could lead to potential worsening of a business’s efficiencies. But on the whole it can be argued that the cons aren’t enough to outweigh the pros and therefore it is a common strategy for many businesses. 
Kaizen isn’t always applicable to every scenario as there could be disruptions in the market in which business may need to make a large, strategical change to meet the new demands. For example, a competitor may have invested in some new machinery in which a kaizen only approach may not be able to compete with and therefore every now and then a business will most likely need a large change involving large capital input.


Any managing director should however understand a competitive advantage is not only made through controlling its own supply chain. There are other aspects in business and many other ways in gaining that competitive advantage. For example, the 3 other business functions can be addressed and the rest of the operations outside of supply chain management. 
The definition for a competitive advantage in business is define as an ‘advantage over competitors gained by offering consumers greater value, either by means of lower prices or by providing greater benefits and service that justifies higher prices.’  (Competitive Advantage | tutor2u, 2021) I will now focus on the Porters’ generic strategies model
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(Porters Generic Strategies (Revision Presentation) | tutor2u, 2021)




This model is a great way to show what direction a business can go in aim to gain that international competitive advantage. In short, the cost leadership strategy is achieved from being the lowest cost producer in that industry. This is achieved from producing in large quantities and benefitting from economies of scale. This approach relates to my supply chain statement strongly as control of a supply chain will also be able help achieve these economies of scale. Without control of the supply chain the businesses cost will most likely not able to compete via this strategy and reduces its competitive advantage. If a business aims for this strategy without the low price to back it, they will inevitably fail.

The differentiation leadership strategy entails a business to enter lots of different markets to gain competitive advantage in terms of profitability and to reduce risk in a company’s portfolio. For example, Unilever has opted for this strategy and has been a very profitable strategy.

A company such as Rolex is a great business in where they have maintained a competitive advantage. However, this is done in a very different way and has been achieved via marketing to maintain a competitive edge and not strictly careful management of its supply chain. Rolex invest heavily in marketing to create value around its product and portrays its self as an aspirational product. A status and style piece that is more desirable than any other watch brand. Rolex also keeps supply shorter than demand. By steadily controlling supply of watches, Rolex is able to keep prices high and maintain their watches as an aspirational product. Therefore, there are other ways international business can maintain a competitive advantage and it often depends on the product and the market. [image: ]
(Luxury watches: leading brand turnover worldwide 2020 | Statista, 2021)
It could be argued that Rolex has managed to differentiate itself so much from its competition and added so much value to its product via marketing that Rolex has created a price inelastic product in relation to demand. Price elasticity is defined as: ‘Price elasticity of demand is a measurement of the change in consumption of a product in relation to a change in its price’ (Kelly, 2021).  This is a desirable position to be in as Rolex can get away with raising new watch prices with a minimal reduction in demand therefore making Rolex a very profitable and successful business which has most likely been through careful and affective marketing such as F1 appearances. Therefore, a close control of supply chain management isn’t always the number one priority to gain a competitive advantage on an international stage.

I will now move on to what businesses have made a conscious decision to better supply chain designs in aid of improving carbon foot print and sustainability. I will look into whether these new strategies have been successful and what the payoffs are to making these changes. I will also explore in this section potential methods all international business can improve their supply chains to meet these new trends in current times I will also explore how the new approaches can better all 4 business operations.

Businesses actively making their supply chain more ‘green’
There are many companies that are actually making their supply chain more ‘green’ to keep inline with the trending sustainability movement we are currently in at the moment. For example, McDonalds have taken control of its fuel supply chain in aid of a carbon neutral transportation system. McDonalds recycle all of its old cooking oil to then be used to fuel its large delivery lorries. ‘Up to 42% of the fuel’ (FAQS | McDonald's UK, 2021) that is needed comes from the chip fat in the kitchens. This is a clear example of a conscious decision from the international business McDonalds to pursue a more environmentally sustainable future in the McDonalds brand. McDonald’s have mostly made this decision to meet the needs of its ever more environmentally conscious customer base. There are many pros and cons to setting out to do this for McDonald’s. McDonald’s can use this environmentally friendly approach as marketing material. Promoting activities like this will only encourage more people to enjoy McDonald’s food and feel good about the environment in doing so knowing that the carbon footprint from the food is lower than other fact food rivals such as burger king, therefore giving a competitive edge. McDonald’s could also benefit from reduced fuelling costs for its lorries as old chip fat is a waste product that is being recycled. Therefore, no initial purchasing cost after its cooking usage. There will obviously be some costs incurred from purifying the old chip fat however should be less than the current going rate of diesel, therefore lowering McDonald’s costs and increasing their profit margins. This therefore links back to my current statement, of where taking control of a businesses supply chain can give a competitive edge to multinational companies over there rivals, in this case a monetary one (Which isn’t always the case with making changes in aid for sustainability) and a marketing one, also resulting in a monetary one for gaining new customers and gaining customer loyalty via the marketing possibilities.

However, making this sustainable decision can also clearly have negative impacts on a business such as McDonald’s. For example, to actually have the recycling and oil purification facilities will incur a high set up cost for McDonald’s if they decide to keep the recycling and purification system inhouse. This is because to have the facility to do this they would need to invest in land, and infrastructure to accommodate this system and therefore can make a business look less profitable in that certain year due to the high set up costs. This lower profitability can have a knock-on effect on stake holders of the business such as shareholders (Decreases the share price potentially and a reduction in dividends) and even can be an opportunity cost for example the money could have been spent on revamping stores or marketing etc etc.  It could be argued that running an operation such as this one can add complexity to the running of McDonald’s as a business and could be quite hard to manage. By making a business larger with different activities will also likely mean that the hierarchical structure will grow and therefore slowing down decision making. This in turn can actually dampen the competitive edge over rivals on an international level if the operation isn’t managed well as responses to changes in the market will inevitably be slower.

Also, by owning a purification plant such as this one, McDonald’s will own another asset. By owning an asset, the company will in turn be worth more which can also the increase the share price and worth more to potential acquisitions.
There is also potential to sell purified waste oil to other businesses or private individuals to run their cars off if there not running art full capacity, again, another potential income source making McDonald’s more profitable on the whole and in turn giving the business a competitive edge over rivals that haven’t invested in this infrastructure. 
Owning an asset such as this one can also be seen as an investment as the facility will require land. Land over recent years has been increasing in value and therefore over the years this investment can increase the value of McDonald’s. However, with all investments this is not guaranteed and values can decrease depending on the market conditions.

Ikea is another great example that is going green via altering their supply chain. Ikea is currently aiming to create a circular economy on buying and reselling there products rather than products going to waste. Ikea aims to be Fully circular by 2030

We’re committed to being a fully circular business by 2030. To reach this goal, we create products that can be used and re-used for many years to come, right up until it’s time to recycle them and start again. 

By taking control of there supply chain in this manor Ikea of course will encounter many pros and cons on their competitive advantage on an international scale with doing this.

Ikea will benefit on production costs and shipping costs in aiming to do this. This is because people will manually bring there furniture back to be refurbished and reused, therefore a reduction in raw materials used and therefore costs decreased. A reduction in raw materials used will benefit the companies by increasing the profitability of the company. Ikeas competitive advantage will of course be benefitted as this extra profit can be reinvested into marketing, research and development and much more. This therefore means Ikea can stay ahead of the competition and maintain its large market share. 

This fully circular model that Ikea is aiming for is also good marketing material in the same sense that was discussed with the McDonald’s example. Customers these days enjoy businesses that are environmentally conscious and customers that like a business are more likely to return and therefore gaining highly valuable repeat business with loyal customers. Customer loyalty is a very valuable asset to any business. These customers don’t require as much advertising to know about the products they offer and therefore marketing doesn’t have to be pointed towards these people meaning the business can direst promotional material to new customers whether this be new demographics such as age or genders. This therefore makes repeat business a more profitable business making for a better competitive advantage on an international scale.

Ikea’s goal model also means they can restructure their business in the way they operate. For example, the manufacturing plants will be in less demand and therefore can down scale the workforce. By down scaling the workforce this will decrease overhead costs, again increasing profitability
 However, down scaling production will inevitably lead to spare production capacity within the manufacturing plant where tools and space aren’t being utilised to the max. This in fact could benefit Ikea as it opens up a new opportunity. Ikea could utilise its old staff and spare space capacity to take in work from other businesses in other words other businesses can outsource to Ikea to use otherwise what would have been wasted space and resources. Some may argue however that this is not an ethical decision as this will then mean that Ikea would be back to producing more and breaking the closed loop, unless it was opened up as a large restoration plant for more furniture from other companies wishing to become a closed loop. This would keep Ikea ahead of the competition and stay profitable. Linking back to the initial statement of where a multinational will keep a competitive advantage over rivals by controlling its own supply chain.

In the grand scheme of things, businesses that control their own supply chains don’t often fail and nearly always grow at an alarming rate when they start integrating. Its hard-to-find examples that have taken control of their supply chain and then failed or become less competitive which then backs the point of where controlling a supply chain will inevitably gain a competitive advantage over multi national companies that do not control there supply chain.

Another very successful business that has taken the world by storm is Apple. This is an example where they have not taken control of manufacturing or taken over their supply chain. Apple in fact outsources the work to manufacturing businesses in China. This therefore shows that it is not mandatory to control a supply chain to gain a competitive edge. Apple has been very successful without the need to. Apple has been a force to be reckoned with in the market and this competitive advantage was achieved with product development, marketing and customer loyalty and has now got to the stage where customers will pay in excess of £1000 to own an iPhone and successfully making sales. A feat that many phone manufacturers are able to do. Meaning that apple product demand is inelastic to price. A theory that we looked earlier on in this dissertation. I found a quote from the BBC to back this comment. ‘Strong brands have clients who are simply disinterested in alternatives - and that's where Apple's strength lies. The fact that you just become a loyalist." (Porter, 2018)

Conclusion 
To conclude, my research has clearly shown that businesses that control their own supply chains will more likely than not have a competitive advantage over rivals on an international scale. This has been shown clearly with the examples provided such as H&M and McDonalds. These companies ae clearly at the top of there game and very large companies within the market. McDonalds has the largest market share in the takeaway food segment and as discussed, the control of their supply chain would have inevitably helped them achieve this. H&M also have been very successful, aided by there supply chain management. H&M are in fact the 3rd largest high street clothing retailer after Nike and Adidas. Some may argue that H&M aren’t strictly Nike and Adidas competitors due to the difference in clothing ranges and the fact they have a different clientele. So, in respect to this, H&M in relation to New Look and Next are the biggest and most successful of their type, again proving the importance of controlling a business’s supply chain to gain a competitive advantage.
However, in my investigations, it is clear to see that this isn’t strictly all that is needed to gain a competitive advantage over other businesses on an international scale. It I clearly shown in my writing that not all businesses require this technique to stay ahead of the competition for example Apple’s production factory is a 3rd party business and actually benefits apple in comparison to if they owned the production plant. We also looked into automotive manufacturers where they often outsource some models to gain a higher quality on some vehicles that may be harder to produce such as the Mercedes G wagon. This reduces the costs of tooling for a low production, premium quality car. By keeping to higher standard to at the 3rd party manufacturer means that they will maintain a good competitive advantage over competitors.
Through my investigations its also clear to make your supply chain more ethical and still maintain an advantage over rivals, granted, profitability may take a hit as to ‘greenify’ your supply chain may involve methods that are more expensive however these new practices can benefit business in a marketing sense.
If I were to run an international corporation, I would want to take control of my supply chain as it can open up new opportunities, reduce costs, increase efficiency and you can keep an eye on the quality of the products and even produce them to a standard that you are happy with. By cutting out the middle man of course you will most likely increase profit margins which is key when staying competitive and therefore I certainly think the pros outweigh the costs in this situation. 
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