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Internet-enabled Web of cooperating firms
- Customer-driven network of independent firms

- Uses information technology to coordinate value chains of
separate firms for collectively producing a product or
service
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Information Systems Products and Services

Systems that Create Product Differentiation:
L{_L(‘-‘-) C;};\jfo(/\bch.ﬁ Customess)) S )i‘ "Jjjf ():‘/'9_9:3 9&/)
- Firms can use IT to develop differentiated products.

- Create brand loyalty by developing new and unique
products and services Sewices o Prads I\, g5
« Product and services not easily duplicated by competitors

Examples: Dell, Orbitz
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- Uses intensive analysis of @stqn_er data to support new Ocoter.
ways of contacting and serving the customer ’

- Enables development of new market niches for specialized
products or services

- A niche market is a segment of a larger market that can be
defined by its own unique needs, preferences, or identity
that makes it different from the market at large.
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Porter’s Five Forces Model
In the larger environment, there are five main forces or
threats:

* New market entrants
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Other firms competing directly
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IT and the Internet can greatly change the strength of
these competitive forces:
g DM

- Encourage new entrants. Example: NetFlix (offers
thousands of movies and TV shows for a flat monthly rate)
vs. Blockbuster (a pay-per-view video-on-demand service
(you rent or buy each title individually)

' * Increase customer bargaining power. Example:
| Expedia.com ( travelling agency) and others.
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IT and the Internet can greatly change the strength of these
competitive forces: (Continued)

- Decrease in supplier power. Example: eCampus.com
increases the efficiency of used textbook market, reducing

publisher profits Ty thaks ¢
e — books

- Substitute products. Example: online music lowers value
of record stores \
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= Determines organlzatlon S goal and objectives
= Developed from organizational structure |
= Creates the value chain for organization

= Establishes the structure, features, and functions of
information systems
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‘What Is Competitive Strategy?

= Qrganization’s response to structure of its industry
structure:

= The structure of the industry refers to the nature of
barriers to entry and competitive dynamics in the
industry.

= Four characteristics of industry structure are ‘ v
particularly important to the performance of new firms
in the industry:

v' Capital intensity 0 (
v" Advertising intensity,
v" Concentration,

v ‘Average firm size.

Organizational Strategy | <7

= | Porter identified four com petitive strateg|e§ e Lt swediboe
= Cost Ieadershlp across industry fovitl ooe

Cost leadership focused on particular industry segment
Differentiation across industry
Differentiation focused on particular industry segment -

= Porter says goals, objectives, culture, and activities
must be consistent with strategy

& - Cost Differentiation
: Y )l = Lowest cost Bettder .
v/ Industry-wide | across the product/service
industry écross the
industry
. Better
| lLowest cost, B ct/serit
Focus | withinany p. : e
= within an
" industry segment
) < 25 industry segment
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Ach|evmg Competitive Advantage |
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= Businesses determine competitive strategies
= Create processes to achieve strategies

= Information systems developed to support business
Processes; £ cpiinmgdedion

Help organizations achieve competltuve advantage ‘}f?"

Need to avoid creating systems that are unrelated to
organization’s strategy
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BUSINESS FUNCTIONS = = 1"

Flow of Goods/Services

Human Resources : (

Account:ng and Infrastructure Activities

Procurement and Technology

Marketing | Inbound Operations Outbound Service
and Sales | Logistics | or Manufacturing | Logistics | and Support

- A
N

Primary Activities 1

¥¢ |Business Functions: the activities carried
out by an enterprise; the combination of all
primary and support activities,

Support e e (v >




Fundamental Types of Information Systems
3 within Organlzatlons

= Calculation systems
= Functional systems

= Cross-functional systems g, Fes v

fos 't
\Calculation Systems |

v ?9\'{

= [Antiquates system

= Relieved workers of repetitive calculatlons
= Labor-saving devices

= Produced little information

= Examples: systems that computed payroll and wrote
paychecks; inventory tracking
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= Facilitates work of single department or function

= Functions added to calculation system programs to

provide more value S\ Calaupion foo

= Islands of automation S JAECEmY SO
- Work independently from each other P\ Y
+ Effective as independent functions

* Inefficient working in cooperation with other processes
across entire business

= Examples: human resources; financial reporting e mdk
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Functional S'ys“ferﬁsj

v E
Human Resour:ces HR Systems

Accounting and Infra;structure } Accounting Systems

F’;rocurement and Tec:hnology '
Marketing | Inbound Operations Outbound Service
and Sales | Logistics | or Manufacturing | Logistics | and Support

\\ N /
s
Sales Operations Systems and ‘

Systems Manufacturing Systems

‘Ik Functional. System: Information systems%
which facilitate the work of a single department
or function.




Functional Silos: Isolated systems designed
to work independently of one another.

)

Sales and
Marketing

Operations and

Manufacturing
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s = Data Integrity Issues.
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\Functional Systems|
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Accounting

Sales and Operations and
Marketing Manufacturing
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Y heég% Egtegrated, Cross-Functional Systems j
o(e i
am \xmi‘ l{;f Bl - 4 9 Fonchonlll 3= o PN
Mg i Drl = Cross-department systems operate across
\/ departmental boundaries

Mos+ Fep - Increased functionality

:“Li\t‘ff( = Process-based systems support complete business

Line ¥ processes

m%q(‘*‘j - Integrated processing systems are more efficient

- Needs clear line of authority
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(I\ntegrated, Cross-Functional Systems|

/,,’\,(c.oJ Y ounNo It b\;" ¥ Ly )N

_

Management

| sz
|
Sales and Operations and B8 - ountin
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\\Eunctional Systems Problemg

= Systems provide tremendous benefits, but are limited
because they operate in isolation
« Data duplication results from each application having own
database
Potential lack of data integrity
- Business processes disjointed across functions
Produces lack of integrated enterprise information
- Limited information available at any one source
- |Inefficient decisions based on limited knowledge
+ Increased costs to organization
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Cross-Functional Systems and the Value
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= Cross-functional systems designed to overcome IF= (G S
problems in functional systems Cros-o, P

= ‘Customer relationship management systems (CRM) jf’“} -
el ) -+ Integrates all of the primary business activities rjr Tj Wb
;\,;\}A\j (= Makes the organization customer-centric ave..
Costomeny (o= All customer data stored in single database

S = |Enterprise resource management systems (ERP) —>d>/" ’;
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Business Process Design |

) Porter’s idea
= Create integrated, cross-departmental business

systems
);;7 ¥ = Do not automate or improve existing systems g
A% = Instead, Create New processes: i o crows - ctep e irests
P s - Integrate activities of all departments

» Across entire value chain
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Competitive Advantage via'\lbroducts:

\
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(%@;j = QOrganizations gain a competitive advantage by:
) 1+ Creating new products or services
2+ Enhancing existing products or services
%« Differentiating their products or services
e

Competitive Advantage via Business
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Processes

1 Organizations can gain a competitive advantage by
implementing business systems
4~ Locking in customers’ g . ) 5Ll e 0 A

. S veifess iR S
* High switching costs ek 5 Custoncl oo 258 ok

= Locking in suppliers supphers i =
“+ Making it easy to connect to and work with
organization
_anS X

coppliexsyy Ul .
: = (\J:\Nﬂ(bf )'?9 = s
\/cx)k)p(\bi()\‘fumds )\ u/u & (asb),vxw
2.0 P - 1
o € g Form om0 po S35 (I
\\ //i\./[\} 3 i

Wi o gl et S B

—

Baho= Y




Competitive Advantage via Business
i Processes, continued

= Create entry barriers
+ Making it expensive for new competition to

enter market O o Gy © ompetive ) a5
« Establish alliances Sl At e
8 o5 a’ « Establish standards CoRe CZ’MTe)ﬁrorc,
I f;y)\p * Promote product awareness

xd\c)’wf“ﬂ = 'Reducing costs
“yourd’ y‘ﬂ * Increased profitability




