
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Bakery:
Produce 

Cake 

Suppliers: 
Produce 

Raw 
Materials 

cost to coffee 
shop of actually 
buying, rather 

than producing, 
cake 

 
price at which 
cake is bought 

& sold 

cost to coffee shop of  
hypothetically producing, 
rather than buying, cake 

Coffee 
Shop: 

Produce 
Cake 

(hypothetical) 

$12 $5 

$7 

total cost to 
bakery of 
producing 

cake 

$20 

$18 

$4 

$3 

$1 

raw material 
production 

cost 

total cost to 
supplier of 
producing 

raw material 

price at 
which raw 

materials are 
bought/sold 

Supplier Opportunity 
Cost (SOC) = 

Min $ at which supplier is 
willing to sell 

Customer Willingness 
to Pay (CWP) = 

Max $ at which customer is 
willing to buy 

Coffee Shop/Bakery: 
Buy/Sell Cake 

T o t a l    V a l u e    C r e a t e d    =    $9 

cake 
production 

cost 

Value Creation: 
A Case Study 

$ 

Supplier’s Value-Created 
= $1 

Bakery’s Value-Created 
= $6 Coffee Shop’s Value-Created 

= $2 


