
Organizational Strategy, Information 
Systems, and Competitive 

Advantage 

Lesson 3 



Q1:  How does organizational strategy determine information systems 
structure? 

Q2:  What five forces determine industry structure? 
Q3:  What is competitive strategy? 
Q4:  What is a value chain? 
Q5:  How do value chains determine business processes and 

information systems? 
Q6:  How do information systems provide competitive advantage? 

Study Questions 

3-2 Copyright  2010 Pearson Education, Inc. for Prentice Hall 



Q1:  How Does Organizational Strategy Determine 
Information Systems Structure? 
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Organizations examine structure of their industry and determine a 
competitive strategy.  

Competitive strategy determines value chains determine business 
processes.  

Structure of business processes determine design of supporting 
information systems. 



Figure 3-2 

Q2: What Five Forces Determine Industry 
Structure? 
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Porter’s five 
competitive forces 



Five Forces and FlexTime 
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Five Forces and FlexTime (cont’d) 
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Q3: What Is Competitive Strategy? 
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Porter’s Four Competitive Strategies 



• Goals, objectives, culture, and activities 
must be consistent with its strategy 

• Information systems must facilitate  its 
competitive strategy 

To be effective, an organization’s: 

What Is Competitive Strategy? (cont’d) 

3-8 Copyright  2012 Pearson Education, Inc. for Prentice Hall 



• Value—amount of money a 
customer is willing to pay for a 
resource, product, or service 

• Margin—difference between 
value an activity generates 
and cost of activity 

• Value chain—a network of 
value-creating primary and 
support activities 

Competitive 
strategy 

implemented 
by creating 

value 

Q4: How Does Competitive Strategy 
Determine Value Chain Structure? 
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Bicycle Maker’s Value Chain 
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Summary of Value Chain Primary Activities 
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Support Activities in the Value Chain 
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Technology 
R & D, New Techniques, 
Methods, Procedures 

Procurement Raw Materials 

Human Resources Training, Recruiting, 
Compensation 

Firm Infrastructure  
General Management, Finance, 
Accounting, Legal, Government 
Affairs 

Support Activity Description 



•  Interactions across value activities readily supported by 
information systems 

•  Manufacturing systems use linkages to reduce costs 

Value Chain Linkages 
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Sales forecasts 
used to plan 
production 

Production plan 
used to determine 

raw materials 
needs 

Material needs 
used to schedule 

purchases 

Just-in-time 
inventory 

Reduced 
inventory sizes 

and costs 



Porter’s 
Value 

Chain is 
used to: 

• Create integrated, cross-departmental 
business systems 

• Create new, more efficient processes 
rather than automating existing ones  

• Focus on:  
 Creating integrated activities across 

entire value chain 
 Eliminating redundant processes, 

and creating new, more efficient 
processes  

Business Process Design 
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Support activities contribute 
indirectly to production, sales, and 
customer service,  
and 

Produce margin that is often difficult 
to calculate (intangible costs and 
benefits) 

Q5: How Do Value Chains Determine Business 
Processes and Information Systems? 
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Value Chain for Bicycle Rental Company  
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Value Chain for Bicycle Rental Company  
(cont’d) 
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Industry 
Structure 

Competitive 
Strategy 

Value 
Chains 

Business 
Processes 

Information 
Systems 

Experiencing MIS InClass Exercise 3 
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Use your knowledge of an organization’s market, together with 
observations of the structure and content of its web storefront, to 
infer the organization’s competitive strategy and possibly make 
inferences about its value chains and business processes 



Q6:  How Do Information Systems Provide 
Competitive Advantages? 
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Creating new 
products or 
services 

• Enhancing 
existing 
products or 
services 

• Differentiating 
• By cost 
• By quality 

Competitive Advantage via Products 
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Two Roles for Information Systems 
Regarding Products 
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Lock in customers 
• By creating high switching costs 

Lock in suppliers 
• Make it easy to connect to and work with your 

organization 
Create entry barriers 
Establish alliances 
Create better business processes 

Competitive Advantage via Business 
Processes 
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Enhancing existing products 

Differentiating products 

Locking in customers 

Raising barriers to market entry 

Increasing profit margins by decreasing 
costs and decreasing errors 

How Does a Good System Create a  
Competitive Advantage? 
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