Chapter 3- Information Systems, Organizations, and Strategy

· Mediating factors affecting the relationships between information systems and organizations are, environment, culture, business processes, structure, politics and management decisions
· An organization is a stable, formal social structure that takes resources from the environment and processes them to produce outputs 
· Organizations are more stable than informal groups in terms or routineness 
· Organizations are formal legal entities with rules and procedures that must abide by laws
· Organizations are social structures 
Features of Organizations
· Routines and business processes- as employees learn routines they become highly productive and efficient, and firm is able to reduce costs over time as efficiency increases. Collection of routines are business processes and a collection of business processes are a business firm
· Organizational politics- People in organizations all have different views about things like how things in the business should be distributed. Political resistance is one of the great difficulties of bring organizational change, including development of information systems
· Organizational Culture- things that have gotten used to and unquestioned assumptions (professors are smarter than student, college is for learning etc.). Can resist change
· Organizational Environments- Organizations reside in environments in which they draw resources and to which they supply goods and services. Organizations are open to and dependant on the social and physical environment (financial/human resources, workers, customers, etc.) Organizations could also influence environments
· Disruptive technologies are substitute products that perform as well as or much better than anything currently produced. These technologies put older businesses out of business.
· Organizational Structure
How information systems impact organizations
· As the price of Information systems is decreasing it is being substituted for labour
· Information systems should result in the decline of workers as labour cost is very high
· IT affects the cost and quality of information and changes its economics
· Information systems can help lower transaction costs, making it worthwhile for businesses to contract with external sources rather than internal sources. IT can help allow firms to shrink in size as its cheaper to outsource work rather than to hire new employees
· Information systems also lower agency costs and transaction costs, and we should expect firm sizes to shrink over time as more capital is invested in IT
· IT Flattens Organizations

Using Information Systems to achieve competitive advantage
· Michael Porter’s competitive forces model is the best model for understanding competitive advantage. This model is all about the firm’s general business environment. 5 competitive forces shape the fate of the firm
· 1. Traditional competitors
· 2. New Vendors 
· [bookmark: _GoBack]3. Substitute products and services
· 4. Customers 
· 5. Suppliers 
Information Systems Strategies for Dealing with Competitive Forces
· Four strategies 
· 1. Low-cost Leadership- Use IT to achieve the lowest operational costs and lowest prices. For example War-Mart replenishes stocks right when customers buy, so as stocks are always instantly replenished, they spend less on maintaining large inventories of goods in its warehouses
· 2. Product Differentiation- Use IT to enable new products and services or change in your existing products and services. For example Google incorporating Google Maps, and Ebay incorporating PayPal system
· 3. Focus on Market Niche- Use IT to enable specific market focus and serve target market better than competitors. IT allows companies to analyze customer buying habits, tastes, and preferences. Allows for good decision making
· 4. Strengthening Customer and Supplier Intimacy- Use IT to develop strong ties and loyalty with customers and suppliers 
The Business Value Chain Model
· Suppliers’ suppliers>Suppliers>Firm>Distributors>Customers
· Primary Activities
· Support Activities 
