WEEK 3: Hardware and Software (Chapitre 3 E-MIS)


1) Why Should I care about Productivity and Innovation?

Productivity is the ratio of the Canadian gross domestic product (GDP) over the total paid hours worked by Canadians. An increase in productivity is a measure of Canada's economic growth. The goal is working smarter, not necessarily harder. Canada must foster a culture of innovation, open its industries to more competition and increase the amount of machinery and equipment.
In 1989, economist Stephen Roach found no evidence that of an increase in labor productivity associated with the massive increase in investment in information technology. “We see computers everywhere except in the productivity statistics”. This is the productivity paradox.

How can IT create business value?
· Productivity – IT allows a company to make either more output from the same inputs, and/or to make better output and/or to make the output faster than before the technology
· Structure of competition – IT can alter the way corporations compete
· Benefits to the End customer – IT helps make processes more efficient and changes the nature of the competition. Consumer may see cheaper and better goods and services

2) What is BTM, and how it is related to Productivity and Innovation?

· The ICT (information and communication Technology) industry sector is an important industry for productivity and innovation because it includes technologies that can enhance individual and organizational productivity. It is referred to as the invisible sector industry because its output is not direct.
· Canadian policymakers are looking to the ICT industry as a primary driver of innovation and hence increased productivity in Canadian industries
· « Technology for technology's sake » is not efficient, it must serve a purpose.
· Business Technology Management is a new program designed by CCICT (Canadian Coalition for Tomorrow's ICT Skills)
- BTM programs include a variety of course topics, such as business and technical training, financial accounting, system analysis and design, project management, IT infrastructure, marketing, international business management, writing and business communication, organizational behavior, and teamwork skills
- BTM programs are designed for students who are inspired to use technology to change the way the world does business.

3) How do Information Systems improve productivity?

* Increasing efficiency means that business processes can be accomplished either more quickly or with fewer resources and facilities (or both). “Doing things right” 
* Increased effectiveness means that the company considers offering either new or improved goods or services that the customer values “doing the right things”
Business Processes and Value Chains
Business processes are closely related to the concept of a value chain; a value chain is a network of activities that improve the effectiveness (or value) of a good or service. It is therefore, made up of at least one and often many business processes.
Michael Porter (Harvard) created the concept of the value chain. 
* First, there are primary activities which value is directly added to the product (inbound logistics, operations, outbound logistics, marketing and sales and service). 
* Secondly, there are secondary activities add value indirectly to the product (firm infrastructure, human resources, technology development and procurement).

In general, the more value a company adds to a good or service in its value chain, the higher the price the company can charge for the final product. The difference between the price the customer is willing to pay and the cost the company incurs in moving the goods or services through the value chain is defined as the margin.

· Help to understand how information systems increase productivity
· Enable the development of more efficient or more effective supporting activities
· Increase the margin enjoyed by company
· Information systems increase productivity by offering new and improved services, primary activities 

4) How are organizational strategy and industry structure related?

An organizational strategy reflects its goals and objectives. Organizational strategy begins with an assessment of the fundamental characteristics and structure of an industry. It creates the value chain for the organization and establishes the structure, features, and functions of information systems.

A company’s strategy is influenced by the competitive structure of the industry.

The Porter's five forces model shows that five competitive forces determine industry profitability: 
1- Bargaining power of customers, 
2- Threat of substitutions, 
3- Bargaining power of suppliers, 
4- Threat of new entrants 
5-  Rivalry among existing firms. 
The intensity of each of the five forces determines the characteristics of the industry, how profitable it is and how sustainable that profitability will be. According to the model, there are four possible competitive strategies: 
1- Lowest cost across the industry, 
2- Lowest cost within an industry segment, 
3- Better product/service across the industry 
4- Better product/service within an industry segment.

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

5) What is the relationship between innovation and information technology?

Changes to industry structure often occur through innovation. Bower and Christensen suggested two general types of technology innovations:
· Sustaining technologies are changes in technology that maintain the rate of improvement in customer value. It helps to sustain the original innovation.
· Disruptive technologies introduce a very new package of attributes to the accepted mainstream products like MP3vs.CDvs.Cassettes.

The diffusion of innovation theory (Everett Rogers) is the process by which an innovation is communicated through certain channels over time among the members of a social system. In 1964, he identified 5 stages:
1-  knowledge (hear about it but lack specific information), 
2-  persuasion (become interested and research information), 
3-  decision (weigh pros and cons),
4-  implementation (adopt the innovation) 
5-  confirmation (use innovation to full potential).

6) How do Information Systems Provide Competitive Advantage?

Organizations respond to the five competitive forces in numerous ways. For our purposes, we can summarize those ways into the list of principles (You can also apply these principles to a personal competitive advantage).
[image: fg03_08]

What is the competitive advantage via products and services?
A competitive advantage via products and services can be achieved through the creation of a new product or service, the enhancement of those products and services and the differentiation of them. (Information systems can achieve these objectives)

 What is the competitive advantage via business processes?
Organizations can retain customers by making it difficult or expensive for them to switch to another product this strategy is called switching costs. They can also lock in suppliers by making it difficult for them to switch to another organization or, in a positive sense, by making it easy for them to connect to and work with the organization. Finally, competitive advantage can be gained with the raising of barriers to market entry (Making it expensive for new competition to enter market), the establishment of alliances and the reduction of costs (Increased profitability).


7) Can competitive advantage through IS be sustained?
· It is impossible to keep competitors out of developing and acquiring technologies forever. The more common technology becomes, the less value it has. 
· While this may be true about technology, it isn’t true about information systems which also include organizational procedures and people along with hardware and software
· In business, people make the difference!
· [bookmark: _GoBack]Companies must find a distinctive way to compete. Companies must successfully integrate many technology systems with people and procedures in the organization. While competitors might be able to purchase the technology, it takes time for people to gain the necessary experience and skill.
· Matching the entire set of information systems is a high barrier for companies with less experience and success in integrating people and technology
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Product Implementations

1. Create a new product or service
2. Enhance products or services

3. Differentiate products or services
System Implementations

4. Lock in customers and buyers

5. Lock in suppliers

6. Raise barriers to market entry

7. Establish alliances

8. Reduce costs

Figure 3-8

Principles of Competitive
Advantage
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