Chapter 22 Information Systems Strategies
Answer 1
(a)

The six stages in the development of a corporate strategy are as follows:

1. Establishment the mission based on the culture and developments in an organisation’s environment.

2. Perform background situation analysis, based on results of past activities to evaluate different alternatives.

3. Set measurement objectives for the company’s financial statements and requirements.

4. Develop strategies for achieving the objectives.

5. Develop tactics based on the direction of the strategies.

6. Develop operational plans for managers of different function areas.

(b)

The four stages of the decision making process as follows:

1. The trigger stage – which is an event or a piece of information that precipitates the need for a decision. The earlier the identification of the need for a decision driven by new information, the more timely the decision.

2. Information gathering stage – collecting information for decision making. The more timely the collection of information, the more timely the decision.

3. Design stage – the decision maker will consider a range of different courses of action and predict their likely results.

4. Evaluation stage – the manager will choose from among the possible courses of action.
(c)

The accounting managers need to collect information such as sales, purchases, salaries and other transactions of the business. They need information for preparing financial statements for internal and external users. In addition, they need information to prepare regular, forward looking, flexible and non-routine reporting for managers of different levels.

Production managers require information for production budgets preparation, production scheduling, product development, and controlling the flow of products or services to ensure that resources are properly controlled and allocated during the production process. Examples of information needs, such as expected sales, materials and overheads required for producing finished goods, price and usage and variance of material, labour and overheads for production cost drivers, essential production activities, etc.

(d)

Inbound logistics involve activities associated with receiving, storing, and disseminating inputs to create products and services.
Outbound logistics are those activities associated with storing and distributing the products or services.

Answer 2
(a)

	Forces
	Explanation

	1.
Threat of new entry
	· If a business or industry is attractive, other companies will try to enter the market.

· However, the threat of entry is relatively low for those industry that requires heavy capital investment.

	2.
Bargaining power of suppliers
	· The suppliers can exert their bargaining power on a company by pushing up their prices or selling their products to another company of the same or similar industry.

· Suppliers tend to have greater bargaining power when they are dominated by a few firms.

	3.
Threat of substitutes
	· Intensity of competition also depends on substitute products. The more substitute products, in effect, the more competitive the industry.

	4.
Bargaining power of buyers / customers
	· Buyers can exert power over a business by purchasing the product or service from another provider.

· Buyer’s bargaining power tends to be enhanced when the product purchased is undifferentiated and when the switching costs to another supplier is low.

	5.
Rivalry among existing competitors
	· Rivalry from competitors usually comes from businesses manufacturing and/or supplying similar products or services to the same market.


(b)

	Forces
	Explanation

	1.
Threat of new entry
	· In response to the threat of new entry, information systems can provide two strategic roles:

· Information systems, such as computer-controlled production methods which require high capital investment, can be used to create barriers that new entrants must overcome if they wish to enter the market.

· Information systems can be used to break down the barriers or lower the cost of entering a market. For example, companies can sell their products to customers in locations where there is no branch.

	2.
Bargaining power of suppliers
	· The bargaining power of suppliers can be weakened by using appropriate information system strategies, examples are:

· ISs can be used to more easily scan the prices offered by different suppliers and then make comparisons of product specifications from a number of suppliers.

· The implementation of electronic data interchange (EDI) systems is beneficial to a company because such systems provide more accurate information.

	3.
Threat of substitutes
	· Examples of how companies deal with pressures from substitutes with the support of an appropriate IS:

· A system for e-commerce is developed for the convenience of customers to order goods.

· Computer-aid design (CAD) and computer-aid manufacturing (CAM) can be used to differentiate products from that of competitors and/or develop tailor-made products for individual customers.

	4.
Bargaining power of buyers / customers
	· Buyer’s bargaining power can be properly dealt with by applying appropriate ISs strategies and techniques; examples are:

· Once a customer gets used to the company’s e-commerce system, gaining advantage from it, there will be switching costs (i.e., a learning disincentive) to switch to another system.

· Customer relationship management (CRM) systems have been developed for companies to maintain relationship with customers. CRM systems provide analysis to maintain databases of customer details and activities, allowing better service to be provided to customers.

	5.
Rivalry among existing competitors
	· The use of ISs to support collaboration with alliances so as to lower costs in order to carry out a price cut strategy.

· The use JIT systems to enhance efficiencies by reducing the number of staff required to deliver the same service or by speeding up the service delivery. As a result, the company can provide better service or carry out a price cut strategy.
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