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Abstract

With the rapid development of market economy and integration of global economy, enterprises
face intensely fiercer competition and challenge than ever before. Modern Chinese enterprises
should therefore pay attention to seeking an optimal combination of cost and benefit. To better
understand the concept of cost, the paper focuses on the research of cost control based on value
chain theory which has been of great use in helping national enterprises to better reduce and con-
trol cost efficiently and effectively. The first part of the paper briefly introduces the concepts of
value chain and cost control. Then the paper reveals and analyzes the problems of current cost
control methods in most Chinese domestic enterprises. The main part of the body is to elaborate
the critical points and aspects of cost control ways during the five processes in production in the
value-chain-analysis-based cost control method, upon which a framework of cost control based on
value chain theory is built. Finally, the paper reinforces the practical significance of value-chain-
theory-based cost control method by the example of Haier Group, who has applied this method to
effectively control its cost and made a great success.
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Figure 1. Combination between supply chain and products
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Table 3. Examples of competitive firms and their strategies
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Figure 2. The “U” Layout of device in a production unit
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