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Opening Case: Verizon or AT&T – Which Company  

                    has the best Digital Strategy  

• Verizon and AT&T are the two largest telecommunication 
companies in United States. 

• They give the service of surfing Internet, send e-mail, text and 
video messages, share photos, watch videos and high 
definition TV and conduct videoconference along with voice 
communication 

• They have a competition by providing their services in refined 
way for wireless and high speed Internet services. 

• Since the profit is high in wireless services, both the 
companies work hard to provide better services in the same 
field. 

• Verizon had made high investment in both of its landline and 
wireless services . 



Opening Case: Verizon or AT&T – Which Company  

                    has the best Digital Strategy  

• Verizon is renowned for its services in United States and now 
it is pouring billions of dollars into a rollout of fourth 
generation cellular technology.  

• This technology is capable of highly data intensive applications 
such as downloading large stream of video and music through 
smart phones.  

• The return from this investment is still uncertain.  

• On the other hand AT&T choose different strategy such as to 
capitalize their innovation by their partners and thus it made a 
contract  with Apple Computer. 

• AT&T subsidize the cost of iPhone to the consumers where 
Apple streamlined design, touch screen, exclusive access to 
the iTunes music services 



Opening Case: Verizon or AT&T – Which Company  

                    has the best Digital Strategy  

• Over 250,000 download applications were there which made 
it an instant hit along with which it provide cellular services for 
other network applications such as Amazon’s Kindle e-book 
and netbooks. 

• The iPhone has became AT&T ‘s primary growth engine which 
lead 43 percent of U.S. market of smartphone customers 
compared to 23 percent of the U.S. market occupied by 
Verizon  

• The iPhone became so widely popular so that users 
overstrained AT&T ‘s network, leaving many of the urban 
areas such as New York and San Francisco. 

• To fulfill the demand it was estimated that it would cost $5 
billion to $7 billion to meet Verizon’s network quality. 



Opening Case: Verizon or AT&T – Which Company  

                    has the best Digital Strategy  

• Then AT&T moved to tiered pricing model for iPhone 
customers in which charges are based on the consumption. 

• Its monopoly on iPhone might be in the ending phase when 
Apple make agreement with Verizon as iPhone was supposed 
to be compatible with Verizon’s Network.  

• Users switched to the Verizon’s network in the hope of finding 
better network services  

• It offers leading-edge smartphones based on Google’s android 
operating system that compete well with iPhones.  



Organization & Information 
System 
• Information systems are built by managers to serve the 

interests of the business firm. Organization must be aware of 
and open to the influences of information system to benefit 
from new technologies. 

• The interaction between Information Technology and 
organizations is quite complex and is influence by many 
mediating factors including the organization‘s structure, 
business processes, politics, culture, surrounding environment 
and management decisions.  

• To design a new system, one should have to understand the 
nature of his own organization. 

• According to the nature of an organization, it is seen that 
which technology shall be used & is decided by the managers 



Organization & Information 
System 
• This implementation of technology makes an organization to 

work differently. The difference can be of or not of 
expectation. 

• If we need to define an organization, we can say that it is a 
stable, formal, social structure that takes resources from the 
environment and processes them to produce outputs.  

• An organization takes basic elements, capital and labor, as a 
primary production factors which transforms them into 
product and services. 

• When technology get changed, there are different 
methodologies which are implemented in an organization to 
create output in a different way. 



Organization & Information 
System 
• Building Information Systems involves much more than a 

technical rearrangement of the workers that some 
information system change different elements such as 
organizational balance of rights, privileges, obligations, 
responsibility, and feelings that have been established over 
long period of time. 

• Making changes in these elements can take a long time and 
required more resources to support training and learning. 

• The technical and behavioral definitions of an organization are 
complementary to each other in a way that technically it 
combines capital, labor and information technology whereas 
the behavioral model takes us inside the individual firm to see 
how that technolgy affects the organization’s inner working.  



Impact of IS in Organization & 
Business Firms 
Information System have fundamentally altered the economics 
of organizations and greatly increased the possibilities for 
organizing work.  Theories and concept from economics and 
sociology help us to understand the change brought about by IT. 

Economic Impact: 

• Information systems can be viewed as a factor of production 
that can be substituted for traditional capital and labor. 

• Information technology is substituted for labor which 
historically has been a rising cost. Hence, information 
technology should result in a decline in the number of middle 
managers and clerical workers as information technology 
substitutes for their labor.  

 



Impact of IS in Organization & 
Business Firms 
• As the cost of information technology decreases, it also 

substitutes for other form of capital such as building and 
machinery, which remain relatively expensive. 

• IT also affects the cost and quality of information and changes 
the economics of information as it can reduce transaction 
cost. 

• According to transaction cost theory, firms and individuals 
seek to economize on transaction costs much as they do on 
production cost. 

• Using market is expensive because of cost such as locating and 
communicating with distant suppliers, monitoring contract 
compliance, buying insurance, obtaining information on 
products etc. 



Impact of IS in Organization & 
Business Firms 
• Using IT a firm can lower the cost of market participation by 

shrinking in size to outsource work to a competitive 
marketplace rather than hire employees.  

• According to agency theory, a firm is viewed as a “nexus of 
contracts” among self interested individuals rather than a 
unified profit maximizing entity where they have proper 
supervision  and thus IT can also reduce internal management 
costs  

• Information Technology permits organizations to reduce 
agency cost because it becomes easier for managers to 
oversee a greater number of employees. IT also helps to 
increase revenue by shrinking the number of middle managers 
and clerical workers.  



Impact of IS in Organization & 
Business Firms 
• We should expect firm size to shrink over time as more capital 

is invested in IT and it reduces both agency and transaction 
cost. 

Organizational and Behavioral Impact: 

Some theories based on sociology of complex organization 
provides some understanding about how and why firms change 
with the implementation of new IT applications. 

IT Flattens Organization 

• Large organizations which primarily developed before the 
computer age are often inefficient slow to change and less 
competitive than newly created organizations which generally 
prefer to reduce employees and number of level in their 
hierarchies.  



Impact of IS in Organization & 
Business Firms 
• Behavioral researchers have theorized that Information 

Technology facilitates flattening of hierarchies by broadening 
the distribution of information to empower lower level 
employees and increase management efficiency.  

• IT pushes decision making rights lower in the organization 
because lower level employees receive the information they 
need to make decision without supervision. 

• Managers receives so much more accurate information on 
time and they become much faster at making decisions so 
fewer managers are required. 

• These changes made management span of control has also 
been broadened enabling high level manager to manage and 
control more workers spread over great distance. 



Impact of IS in Organization & 
Business Firms 
Postindustrial Organization: 

• It is based on history and sociology rather than economics 
which says that IT should flatten hierarchies so that the 
worker become self managing and decision making  

• Information Technology may encourage task force networked 
organization in which groups of professionals come together- 
face to face or electronically for short period of time to 
accomplish a specific task. 

• A global consulting service Accenture is an example which do 
not have any operational headquarters and no formal 
branches. 

• New approaches for evaluating organizing and informing 
workers are required to make this virtual work effective.  



Impact of IS in Organization & 
Business Firms 
Understanding Organizational Resistance to change: 

• Information systems can affect who does what to whom, 
when, where and how in an organization. 

• Many new IS require changes in personal, individual routines 
that can be painful for those involved and require retraining 
and additional effort that may or many not be compensated 
and it changes organization’s structure, culture, business 
process and strategy. 

• In 1965, Leavitt introduced a diamond shaped model which 
says changes in technology are absorbed, deflected and 
defeated by organizational task arrangement, structures and 
people. 

 



Impact of IS in Organization & 
Business Firms 
• This model says changes can be taken place only when the 

change in technology, task structure, and people are made 
simultaneously. 

• It is found by many researches, failure of any project to reach 
their objectives is not the failure of the technology but 
organizational and political resistance to change.  

The Internet and the Organization: 

• Internet has an important impact on the relationships 
between many firs and external entities and even on the 
organization of business processes inside a firm.  

• Internet allows a firm the accessibility, storage, and 
distribution of information and knowledge for any 
organization.  



Impact of IS in Organization & 
Business Firms 
• It helps to save million of money in distribution cost, as one 

can deliver his internal operating procedures manuals to their 
employees at distant location by posting them on the website 

• Instant updates and information can be achieved using the 
respective web or email. 

• The Web is considered as a key factor to build IT infrastructure 
by any aware organization as it is used up in many aspects.  

Implications for the design and understanding of 
Information System: 

• A clear vision shall be used in building Information System in 
any organization so that the benefits can be pointed out 
clearly. 



Impact of IS in Organization & 
Business Firms 
• The organizational factors that need to be considered when 

planning a new system are following: 

o An environment where organization must function  

o Structure of the organization, hierarchy, specialization, 
routine and business processes. 

o Culture and Politics. 

o Type of organization and its style of leadership. 

o The principal interest groups affected by the system and 
the attitudes of the workers who will be using the system. 

o The kind of tasks, decision and business processes that the 
information system is designed to assist  



Using IS to achieve Competitive 
Advantages 
• In corporate world, we can see that there are different nature 

of organizations which satisfy their customers with their 
services or products they work on. 

• Though their nature of job are different, their ultimate goal is 
to lead in the market in which they are providing their services 

• For example, as an online retailer Alibaba, Amazon are the 
leaders whereas Walmlart is the largest offline retailer on the 
earth. Likewise, Apple iTunes, Timesmusic are largest market 
leaders regarding online music in their respective market. 
Similarly Google is leading in all over the place because of its 
country leading versions. 

• Like these brands they do lead because of certain reasons 
such as they use a special resource that other don’t do.  



Using IS to achieve Competitive 
Advantages 
• Or in contrast they use the commonly available resources 

more efficiently with the help of superior knowledge and 
information assets. 

Porter’s Competitive Forces Model 

• This model provides a general view of the firm its competitors 
and the firm’s environment. Porter’s model is all about the 
firm’s general business environment. In this model, five 
competitive forces shape the fate of the firm. 

o Traditional competitors 

o New Market Entrants 

o Substitute Product and Services 

o Customers 

o Suppliers 



Using IS to achieve Competitive 
Advantages 



Using IS to achieve Competitive 
Advantages 
• Traditional Competitors: All firms share market space with 

other competitors who are continuously devising new more 
efficient ways to produce by introducing new products and 
services with effective cost. 

• New Market Entrants: There are different field in the market 
where a firm can make its entrance. Business with high 
investment is hard to get started rather than a small business. 
And in case of new business where big capital is invested, they 
prefer to hire young employees as they are less expensive and 
well motivated for innovation. 

• Substitute Products and Services: Customers always look for a 
substitute when they find price of certain product get high 
which they are using. It is also found that the pricing of  



Using IS to achieve Competitive 
Advantages 

substitute is less than the product they are using. Just like in 
the case of music CDs are the substitute for online music, and 
wind, solar, coal are substitutes for electricity etc. the more 
substitute products and services are there, the less capital 
pricing and low profit margins are available.  

• Customers: Though a customer is attracted towards any 
product or services, they are very much price conscious and 
they always look for some alternative ways where they can 
find a better pricing option. So, it is necessary for any 
organization that they should be careful about their pricing 
schemes as pricing of any product can be found out through 
electronic media. 



Using IS to achieve Competitive 
Advantages 
• Suppliers: Suppliers are the key factors for any organization to 

generate high revenue. When a firm cannot raise the price, a 
supplier can easily do the job. The number of suppliers bring 
variety of options in terms of price, quality and delivery 
schedules. Any firm or organization may have number of 
suppliers for the same nature of product or services.  



IS Strategies for dealing with 
Competitive Forces 
It is a big issue for any business organization to face the 
competitive forces and prevent substitutes and inhibit new 
market entrants. There are some generic strategies which often 
is enabled by using information technology and systems. 

Low-Cost Leadership:  

• Information Technology can be used to lower the operational 
cost and thus lower the prices of any product or services. 

• And example can be considered of Big Bazaar supermarket, 
which leads in retail business located in India. It has a chain of 
supermarkets which have different branches at different 
places. 

• The system sends orders for new merchandise directly to one 
of its six distribution centers. 



IS Strategies for dealing with 
Competitive Forces 
• These distribution centers are located nearest to the 

supermarket retail branch area and they get order as soon as 
customers pay for their purchase at the cash register. 

• Point-of-sale terminal records the bar code of each item 
passing the checkout counter and send a purchase transaction 
directly to the computer at its distribution center.  

• Distribution centers can also access its sales and inventory 
data using web technology. 

• Due to the efficiency of the system, it need not spend a great 
amount of money on maintaining large inventories of good in 
its own warehouses and can also fulfill the fluctuating 
customer demands.  

• It also reduced the number of receiving locations from 16 to 4 
and storage location from 16 to 5. 



IS Strategies for dealing with 
Competitive Forces 
• Its competitor Sears spend 24.9 percent of sales on overhead 

whereas Big Bazaar pays only 16.6 percent of sales revenue 
for overheads.  

• It fulfills the requirement of approximately 0.5 million pieces 
of 1200 vendors from 119 stores across 76 cities in India. 

• It also shows an example of an efficient customer response 
system that directly links consumer behavior to distribution 
and production and supply chain  

Product Differentiation:  

• Technology is used to enable new products and services or 
greatly change the customer convenience in using existing 
products and services. 



IS Strategies for dealing with 
Competitive Forces 
• Being a consumer, when someone is using any kind of 

product, he will obviously look for updated version of the 
exiting product that he is using or look for the new product 
which will replace it. 

• For this a company have to apply an innovative strategy so 
that the customer would be attached to that certain brands. 

• For example, Google always provides new features like Google 
Maps, Google+ type of services to retain the customer to its 
premises. Also Apple created an iPhone, iPad tablets as an 
upgraded version of the existing device iPod. These kind of 
strategies are used to keep the customer within the brand 
premises. 

• In some cases, manufacturer facilitate customer to design 
their own product 



IS Strategies for dealing with 
Competitive Forces 
• For example, Nike allows customer to design their sneakers by 

their own. This feature to offer individually tailored products 
or services using the same production resources as mass 
production is called mass customization.  

Focus on Market Niche: 

• Technology is used to focus and serve this narrow target 
market better than competitors. IS support this strategy by 
producing and analyzing data for finely tuned sales and 
marketing techniques  

• With the help of technology, companies can analyze customer 
buying pattern, tastes and preferences closely so that they 
efficiently pitch advertising and marketing campaigns to 
smaller and smaller target markets.  



IS Strategies for dealing with 
Competitive Forces 
• The data comes out from different range of sources such as 

credit card transactions, demographic data, purchase data, 
these data are analyzed by different sophisticated software to 
find the interest of a group of particular person so that it helps 
an organization for good decision making 

• For example, Taj Hotel Resort and Palace, India, a big 
hospitality uses CRS system to analyze data of different nature 
of customer so that they can facilitate the frequent customer 
for long term business. 

Strengthen Customer and Supplier Intimacy: 

• We also use Information System to tighten linkage with 
supplier and develop intimacy with customers.  



IS Strategies for dealing with 
Competitive Forces 
• For example, Tata Motors uses IS to facilitate direct access by 

suppliers to production schedules, and even permits suppliers 
to decide how and when to ship supplies to. Tata Motors 
factory. 

• On the suppliers side, rediffbooks.com, suning.com, 
amazon.com etc. keep track of user preferences for book and 
cd purchases and can recommend titles purchased by other to 
its customers.  

• Strong linkage to customers and suppliers increase switching 
cost. 



The Internet Impact on 
Competitive Advantage 
• Due to the use of Internet, competitive rivalry has become 

much more intense 

• It has made so much easier for any rival company to compete 
on price alone. 

• As Information is available to everyone, it raises the bargaining 
power of customers who can quickly find the lowest cost 
provider on the web and thus profit have been dampened.  

• Despite of the benefits to the customers, it has almost 
destroyed some industries and has severely threatened more. 

• For example, a printed good like books has been totally 
replaced by the substitute available in the Internet 

• It has significant impact on different things which has 
drastically lowered the revenue. 



The Internet Impact on 
Competitive Advantage 
• Example can be considered of music, book, software, 

telecommunication, news paper industries etc.  

• Internet has also created entirely new markets, formed the 
basis for thousands of new products, services and business 
models and provided new opportunities for building brands 
with very large and loyal customer bases. 

• Amazon, eBay, Alibaba, iTunes, YouTube, Facebook, Google, 
Baidu are the examples. 

• For more most forms of media, the Internet has posed a 
threat to business models and profitability.  

• Growth in book sales other than text books and professional 
publications has been sluggish as new forms of entertainment 
continue to compete for consumers’ time. 



The Internet Impact on 
Competitive Advantage 
• With the use of Internet, News papers and magazines have 

been hit even harder as their readerships diminish, their 
advertisement shrink and more people get their news for free 
online.  

• Also, the television and film industries have been forced to 
deal with pirates who are robbing them of some of their 
profits. 



Interactive Session: How much do Credit  

            Card Companies know about You 

• This section is subjected to be prepared by students. 

• Refer Page no. 102 

• Answer the Case Study Question  

• Be precise with your answers. 

• Also look at MIS in Action to be familiar with Real Time 
Questionnaire 



The Business Value Chain 
Model 
• Porter’s model is helpful for identifying competitive forces but 

it is not that specific for exactly what to do with this the 
methodologies and achieving competitive advantages. 

• The Business Value Chain model highlights the specific 
activities in the business where competitive advantages can 
best be applied and where Information Systems are most 
likely to have a strategic impact. 

• This model views the firms as a series or chain of basic 
activities that add a margin of value to a firm’s product or 
services. 

• This activities can be considered as primary activities or 
support activities. 



The Business Value Chain 
Model 



The Business Value Chain 
Model 
• Primary Activities are most directly related to production and 

distribution of the firm’s product and services which create 
value of the customer 

• It include inbound logistics, operations, outbound logistics, 
sales & marketing and services. 

• Inbound logistics include receiving and storing materials for 
distribution to production. Operation transforms input in to 
finished products. Outbound logistics consists storing and 
distributing finished products. Sales and marketing consist the 
promoting and sell the product. The service activity include 
maintenance and repair of the firm’s  goods and services. 

• Support activity make the delivery of the primary activity 
possible and consist of organization infrastructure, HR , 
technology and procurement. 



The Business Value Chain 
Model 
• Now we can see the use of Information System at every stage 

of the series where we can experience the operational 
efficiency of the system.  

• Sales and support employees with customers are the most 
common system application that result from a business value 
chain analysis. 

• Using this model, business processes can be benchmarked 
against competitors which involves comparing the efficiency 
and effectiveness of the business process against strict 
standards and then measuring performance  against those 
standards. 

• For consistently and effectively achieving a business objective, 
best practice are usually identified. 



The Business Value Chain 
Model 
• These are done by consulting companies, research 

organization, government agencies and industry association as 
the most successful solution and problem solving method. 

• When the list of candidate applications of Information system 
comes out, which one to design first. 

• Competitive advantages can be achieved by attaining 
operational excellence, lowering costs, improving profit 
margins and forging a close relationship with customer and 
supplier. 

Extending the Value Chain: The Value Web 

• The performance of most firms depends not only on what 
goes on inside a firm but also on how well the firm 
coordinates with direct and indirect suppliers, delivery firms 
and customers 



The Business Value Chain 
Model 
• Firms, industry participants can use IT to develop industry 

wide standards for exchanging information or business 
transaction electronically. 

• Such efforts increase efficiency, making product substitution 
less likely and perhaps raising entry costs thus discouraging 
new entrants. 

• The use of IT is also applied to coordinate activities concerning 
government agencies, foreign competition and competing 
industries in the following ways:  

o Making it easy for suppliers to display goods and open 
stores. 

o Make it easy for customers to pay for goods. 

o Develop systems that coordinates the shipment of goods to 
customers 



The Business Value Chain 
Model 

o Develop shipment tracking system for customers. 

• Thus it can simply be said that it is a collection of independent 
firms that use Information Technology to coordinate their 
value chain to produce a product or service for a market 
collection. 



Using Systems for Competitive 
Advantage: Management Issues 
• Strategic Information Systems often change the organization 

as well as its products, services and operation procedure 
driving the organization into new behavioral pattern. 

• To make this thing done, there should be precise coordination 
of technology, organization and management. 

Sustaining Competitive Advantage: 

• It is seen that the sustainability of any business model for 
profit generation is not that long lasting which means the life 
of any business model is designed for short period of time. 

• As competitors can retaliate and copy strategic systems, 
competitive advantage is not always sustainable. 

• The other reason of this sustainability is not long lasting as 
there is rapid change in customer expectation, market and 
technology. 



Using Systems for Competitive 
Advantage: Management Issues 
• Competitive advantage can be achieved in very short period of 

time as all companies are smart enough to use the existing 
technology. 

• The companies which are first at their business have been 
benefitted a lot as the graph of competition was very low at 
that time. 

• It is obvious that Information Technology is not the single 
reason that has made sustainability in low graph as there are 
other factors such as strategic changes which affect in high 
order. 

Aligning IT with Business Objectives: 

• It is found that the fusion of IT and Business gives some real 
life assumptions such as: 



Using Systems for Competitive 
Advantage: Management Issues 

o The more successfully a business goals are tied up with 
Information Technology, the more profit a business can 
make. 

o About half of a business firm’s profit can be explained by 
alignment of IT with business 

• We see that the use of IT in any firm does not serve the 
interest of the conservative management and shareholders 
very well and they refuse to understand the use of IT thinking 
its just a waste of time and money. 

• Its is seen that a successful firm has a good command on the 
use of IT. The managers know what is the use of IT and how it 
works. 



Using Systems for Competitive 
Advantage: Management Issues 
• For a strategic system analysis, managerial level staffs should 

have make some checklist: Refer to Page no. 114 

Managing Strategic Transitions:  

• Adopting the kinds of strategic systems, generally requires 
changes in business goals, relationships with customers and 
suppliers and business processes.  

• These sociotechnical changes can be considered as strategic 
transitions which describes about the movement between 
levels of sociotechnical systems.  

• These kind of changes may effect in blurring of organizational 
internal and external boundaries as a result of which suppliers 
and customers must become intimately linked and may share 
each other’s responsibilities.  



Using Systems for Competitive 
Advantage: Management Issues 
• For this new process are brought into practice by managers for 

coordinating their firm’s activities with those of customers, 
suppliers and organizations.  

 



Hands on MIS Systems: Management  

             Decision Problems 

• Improving Decision Making: Using a Database to clarify 
Business Strategy : Refer to Page no. 116 

• Improving Decision Making: Using Web Tools to Configure and 
Price and Automobile: Refer to Page no. 117 


