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Formerly Lecture Topic :

What kind of IS strategy should be made?

= Understandability (clear goal, focus, scope)

= Realizable (phase/timing bound, effective )

= Robustness (standard, policy)

= Completeness (still efficient, Portfolio, Project Management)
= Consistency

= Stability (enduring, amendment)

= Repeatable and measureable ,(Strategy as pattern)r

= Interoperability

Source: Harisson, R. (2009) Togaf version 9 Foundation, Study Guide, Van Harren Publishing



What's usage of strategy:

Help Business to achieve Business Goal:

— Compete (Michael Porter’s Strategy was the famous)
— Increasing Revenue lowering risk, lowering expenditure

— Valuing: uniqueness , rare, most demandable

Completed IT Project (eliminated repairing looping)Planning :
Efficient, Effective

Make a way for Information integration

Keep operation doing the right way

— Best practice

— Serve as ‘IT Should do ‘in IT Service Management
— Managing Demand, Managing Capacity

Adaptable to dynamic change in legal, social, environment,
culture, politic, price (IT portfolio), value (expire of information)



Role of IT in Business
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How complex the war?

Components of a Business Model

Shared Purpose & Goals

Projects & Priorities

Boundaries & Resources Leadership &
Risk Governance
TEGY CAPABJ] 1
STRA - TIES People & Partners

y Positionirig

Processes

Organization & Culture

b, Infrastructure
\’“r:g%gustomer Loyalty VALUE

& £¢VEIIU€S Profits E mp]oyee/ Partner

Tangible/Intangible Assets Loyalty Costs

Market Capitalization
Brand & Reputation

http://qcao.ba.ttu.edu/ArcFall10/applegate _ch01.pdf



Five Questions

= Strategy is choice.

= 5 choices: a winning T
aspiration, where to play, '
how to win, core Ve
capabilities, and )
management systems.

The purpose

= More specifically, strategy
is an integrated set of
choices that uniquely
positions the firm in its
industry so as to create
sustainable advantage and
superior value relative to
the competition.

= Qwur guiding
aspirations

Source:
http://www.playingtowin.info/sites/
leadingauthorities.drupalgardens.co

m/fiIes/aPlaibookForStrateii. idf

of the enterprise:

The right playing field:

+ Where we will compete:
Qur geographies, product
categories, consumer
segments, channels, vertical
stages of production

The reinforcing
activities:

« Our capabillitie

...... that must be in
ks place

~ bty « Our specific

configuration

The unique A
right to win: -3
« QOur value
proposition
« Qur competitive
advantage

The support system:

« Systems, structures and measures
required to support our choices




Strateqy and IS

Industry Structure =
(6 Competing Forces) | -f?) =
Competitive
Strategy
\L Business Process
/ Design / Reengineering
Value Chain
Analysis
| =
i e Information
Systems

Outbound | Ma
1 Logistics

; rketing & =,

Sales




Michael Porter Strateaic Theorema
The Five Forces That Shape Industry Competition

Threat
of New

Entrants Entry threat/
‘ Entry barriers
I Rivalry

Bargaining Among Bargaining
Power of Existing « Power of
Suppliers Competitors Buyers

Threat of Emerging
Substitute technologies

Products or
Services

http://www.youtube.com/watch?v=mYF2 FBCvXw




gy and the Internet

Bargaining power
of suppliers

{+~) Procurement using the Internet
tends to raise bargaining power
over suppliers, though it can also
give suppliers access to mare
CUStOMErs

{-) The Internet provides a channgl
for suppliers to reach end users,
reducing the leverage of
intanvening companies

{-} Intarnet procurament and digital
markets tend to give all companies
equal access to suppliers, and
gravitate procurement to
standardized products that
reduce differentiation

{-) Reduced barriers to entry and
the proliferation of competitors
downstream shifts power to
suppliers

Threat of substitute
products or services

Rivalry among
existing competitors

{-) Reduces differences among
competitors as offerings are
difficult to keep proprietary

(-} Migrates competition to price
{-) Widens the geographic market,

increasing the number of
competitors

{-) Lowers variable cost relative to
fixed cost, inCreasing pressures
for price discounting

Barriers to entry

(+} By making the overall industry
more efficient, the Internst can
axpand the size of the market

(-} The proliferation of Internat
approaches creates new
substitution threats

Buyers
Bargaining Bargaining
power of power of
channels end users

{+) Eliminates {-} Shifts

powerful bargaining
channels or power to end
improves CONSUIMErs
argaining () Reduces
PEWEL veT switching
traditional coste
channels

(-} Reduces barriers to entry such as the
need fOr a sales force, access to channels,
and physical assets — anything that
Internet technology eliminatas or makes
easier to do reduces barriers to entry

(-} Internet applications are difficult to keep
proprietary from naw entrants

(-} A flood of new entrants has come into
many industries




Apple’s Entrance to Different Industries

iIPhone

SOURCE: AFFLE



Apple

= Apple Computer Inc. = Apple Inc.
= Apple to Mac

iPod + iTune + music

Apple Stores (see teaching note)

iPhone + iTune + Apps

iPad + iTune + Apps + iBook

From a system to an eco-system

From hardware to software to contents and services



Analyzing Competitive Forces and Strategic Positioning

Boundary Positioning

= -

Context

Opportunity
Threat

Channel Channel
Positioning Positioning

-, Resources Competition Resources
1 Power Collaboration Power

Suppliers/Partners

s
Customers

Value Chain/Network Positioning Market Positioning

Barriers
Switching
Costs

BT

s e x ..: +F
Competitors/Substitutes

Product Positioning

http://qcao.ba.ttu.edu/ArcFall10/applegate ch01.pdf




Porter Generic Strategies
= Cost Leadership: High volume and low profit margin

= Differentiation strategy: High margin/price, low volume

= Focus
Target Scope
Low Cost Product Uniqueness
Broad Cost Leadership Differentiation
(Industry Wide) Strategy Strategy
T Focus Focus
[asket Segncnt) Strategy _ Stratggy_f
(low cost) (differentiation)

Source: http://blogs.hbr.org/cs/2011/08/why hps departure from the pc.html
read the comments




Generic Strategies and Industry Forces

Generic Strategies

Industry
Cost : _—r
Force : Differentiation Focus
Leadership
Entry ﬁhility.tn.cut price in Egstnmer loyalty can F&cusing develops core
E retaliation deters discourage potential competencies that can act as
== potential entrants. entrants. an entry barrier.

Buyer Ability to offer lower Large buyers have less Large buyers have less power
price to powerful | power to negotiate because | to negotiate because of few

Power buyers. of few close alternatives. alternatives.
Suppliers have power because
Supplier  Better insulated from Better able to pass on of low volumes, but a
) owerful supoliers supplier price increases to | differentiation-focused firm is
sl P PPIETS. customers. better able to pass on supplier

price increases.

Threat of Can use low price to Eustumer's_ hemme_ Specialized products & core
reat o : attached to differentiating :
defend against competency protect against

Substitutes cubstitutes. attributes, red.ucmg threat of cubstitutes.
substitutes.
. Better able to Brand loyalty to kee EE L e
Rivalry . yaty fo keep differentiation-focused
compete on price. customers from rivals.

customer needs.



Value Chain

r Firm Infrastructure
D Human Resource Management 2
== S,
= Technology ‘S
L Procurement

Inbound - Outbound  Marketing & A
Logistics el Logistics Sales L ‘§
\ PRIMARY ACTIVITIES /




Internet and Value Chain Analysis

Administrative Coordination and Support Services Bk
Collaborative Workflow Intranet
Human Resources Management
Support | Employee Benefits Intranet
Processes Technology Development
Product Development Extranet with Partners
Procurement of Resources
B e-Commerce Web Portals for Suppliers
Inbound Outbound Marketing and Customer
Logistics Operations Logistics Sales Service
Primary | | Automated Computer- Online Customer
Business Just-in-Time Aided Point-of-Sale | Targeted Relationship
Processes Warehousing Flexible and Marketing Management
Manufacturing Order
Processing

http://highered.mcgraw-hill.com/sites/dl/free/0073043559/314063/OBrien_13e_Chapter_2.pdf



Value Chain and ERP.

N\

SUPPORT

/ ACTIVITIES

I

Firm Infrastructure

Human Resource Management

J

PN

Technology

Procurement

\. __ Enterprise Resource

~ —Planninc
Inbound - m Marketing & LS
Logistics Operations Logistics Sales Sice &
Supply Chain Customer Relationship
Management Management

\—__ — |




Fitzsimmons, J.A, (2011), Service Management, McGraw Hill,
Chap 3.

MORE DETAIL



Overall Cost Leadership

Require:
= Efficient-scale facilities

= tight cost-> low cost strategy—>

= Qverhead control

= innovative technology



Overall Cost Leadership

Require:

= Efficient-scale facilities, tight cost, overhead control and
innovative technology

Seeking Out Law-Cost Customer

Standardizing a Custom Service

Reducing the personal Element in service stratey

Reducing Network Cost

Taking Service Operation Offline



BUSINESS ENVIRONMENT

- Geo-Political - Regulatory/Legal - Economy - Natural Environment - Culture
Any Enterprise
Resources -l——lnuastmentsj
Capital Management System Financial
Market = —Relums®  giakeholders
I |-
r:a?kar ~ureigl | Businesses C
arket es Management System Markets
Customers |
> Suppliers "0 | g Value Creation System Férodgctf > 3
— ervice L
! — ‘
Technology || . [ .":.
Providers el [ _u
Enabling Processes
Order for Product/Service
[ - Products/
— Resources Competition - Services




Business Processes

= The order management process consists of several business
brocesses and crosses the boundaries of traditional business

Business Credit

Dineostos Proposal Commitment } Configuration Checking Billing Collections
= —
H“‘%-_H__\ e
Business “\m\__‘_‘i_f:::ii--‘ —
Functions Sales Manufacturing Finance Logistics

http://highered.mcgraw-hill.com/sites/dl/free/0073043559/314063/OBrien_13e_Chapter 2.pdf



Primary value chain:

Demand fulfiiment Demand generation
e, L
Inbound . Outbound Marketing and 2
P Operatmns . s g Service

logistics logistics sales
» Call-off to suppliers « Conversion + Warehousing » Channels to market « Installation
+ Materials handling + Assembly « Order procassing . F'radu-;t._ pricing, + Repair
» Warehousing » Packaging » Picking advertising and + Training

promotion, distribution

« Inventery control * Maintenance + Shipment . Customer value. cost
* Delivery to consumer, '
convenience,
communication
= Sales force
s 2= effectiveness
Support activities:
Technological Human
Procurement
- development resources
+ Purchasing raw + Process design « Recruiting, hiring, « General management
material, supplies, fixed « Product design training, developing + Finance
assets RAD and compensating all A :
. personnel + Accounting

+IT



IT Permeates the Value Chain

actites

Firm
infrastructure

Human resource
management

Technology
devalopment

Procurement

Inbound Operations ' ' D-.rtbuund

logistics logistics
Primary

Marketing and

sales

Service

Margin




Buyer’s

 J

Supplier’s Firm’s Channel’s
value value
chains chain chains
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Industry Value Chain

@erational Strategy PlanninD
‘<l Balancing Change* >

Demand Management*
<Promise Delivery* T g >
Distribution Management* >

Production Planning and Scheduling*

Procurement*

Suppliers’ Supplier : I Customer !Customer’s
|

Supplier Your Company ! | Customer
(internal or external) | I (internal or external) 1



Stan Shih “Smile Curve”

— » Brand

» Technaologres * Channel

= Marnufacturing SPE'Ed * Logistics

Added | = Volume — Cost — * Sorvices
Value 0s

_—
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PC System

e —

Components  Assembly Distribution

Ginbal Compefition iLocal Compedition
Segment by Prodoct Line Segrrent by Counfry

IBM Leads the Way in the Post-PC Era Why IBM exited the PC market?




Apple Inc.

WHERE THE PARTS
FOR A $500 IPHONE
ARE MADE

$61 ——

JAPAN

It doesn't
innovate as much
as the U.S,, but
its tech prowess
means a lot of
high-end
manufacturing
value stays there

CHINA

Often more of an
assembly line for
other nation’s
wares, work here
accounts for only
3.6% of an
iPhone’s produc-
tion cost

$48 ——

UNSPECIFIED

Figures are rounded.

Source: Asian Development
Bank Institute, 2009 stats

M s

D VRN e

$11

a
u.s.
While America
doesn’'t make
much of what goes
into the iPhone, it’s
always better to
innovate than to
fabricate; just see
Apple’s profit

$30

GERMANY

$23

SOUTH KOREA

iPhone

retail price

$500

Parts and
assembly

- $179

Apple’s profit

$321




s  DESIGN DISTRIBUTION
Lowe

PRODUCTIONCHAN T .
Under this model, manufacturing is the lowest value input.

Value Added

Value Added

Pre-Commodity
“Frown”

Technology Manufacturing Marketing
R&D & Integration & Support
(Global) (Regional) (Local)

Post-Commodity
“Smile”

v

Path to Market

A



