Essentials of Management Information Systems, 9e (Laudon/Laudon)

Chapter 3   Achieving Competitive Advantage with Information Systems

1) A firm can be said to have competitive advantage when it has higher stock market valuations than its competitors.

Answer:  TRUE

Diff: 2
Page Ref: 81

AACSB:  Reflective Thinking

CASE:  Comprehension

2) The competitive forces model was created for today's digital firm.

Answer:  FALSE

Diff: 1
Page Ref: 81

AACSB:  Reflective Thinking

CASE:  Comprehension

3) Customers are one of the competitive forces that affect an organization's ability to compete. 

Answer:  TRUE

Diff: 2
Page Ref: 82

AACSB:  Reflective Thinking

CASE:  Comprehension

4) A transparent marketplace means that there is high product differentiation.

Answer:  FALSE

Diff: 2
Page Ref: 82-83

AACSB:  Reflective Thinking

CASE:  Comprehension

5) Studies show that about half of a business firm's profits can be explained by alignment of IT with business. 

Answer:  TRUE

Diff: 2
Page Ref: 83

AACSB:  Reflective Thinking

CASE:  Comprehension

6) In an efficient customer response system, digital answering systems are used to monitor and respond to customer inquiries.

Answer:  FALSE

Diff: 2
Page Ref: 84

AACSB:  Reflective Thinking

CASE:  Comprehension

7) In the strategy of product differentiation, information systems are used to enable new products and services.

Answer:  TRUE

Diff: 1
Page Ref: 84

AACSB:  Reflective Thinking

CASE:  Comprehension

8) Mass customization requires different production resources from mass production.

Answer:  FALSE

Diff: 2
Page Ref: 85

AACSB:  Reflective Thinking

CASE:  Comprehension

9) Strong linkages to customers and suppliers increase switching costs.

Answer:  TRUE

Diff: 2
Page Ref: 87

AACSB:  Reflective Thinking

CASE:  Comprehension

10) The effect of the Internet has been to raise bargaining power over suppliers.

Answer:  TRUE

Diff: 2
Page Ref: 89

AACSB:  Reflective Thinking

CASE:  Comprehension

11) In the age of the Internet, Porter's traditional competitive forces model is still at work, but competitive rivalry has become much more intense.

Answer:  TRUE

Diff: 2
Page Ref: 88

AACSB:  Reflective Thinking

CASE:  Comprehension

12) In the value chain model, primary activities are most directly related to the production and distribution of the firm's products and services that create value for the customer.

Answer:  TRUE

Diff: 2
Page Ref: 89

AACSB:  Reflective Thinking

CASE:  Comprehension

13) The value chain model classifies all company activities as either primary or support.

Answer:  TRUE

Diff: 2
Page Ref: 89

AACSB:  Reflective Thinking

CASE:  Comprehension

14) The idea driving synergies is that when the output of some units can be used as inputs to other units, the relationship can lower cost and generate profits.

Answer:  TRUE

Diff: 2
Page Ref: 92

AACSB:  Reflective Thinking

CASE:  Comprehension

15) The law of diminishing returns always applies to digital, as well as traditional products.

Answer:  FALSE

Diff: 2
Page Ref: 93

AACSB:  Reflective Thinking

CASE:  Comprehension

16) The more people that use Microsoft Office software and related products, the greater its value.

Answer:  TRUE

Diff: 2
Page Ref: 95

AACSB:  Analytic Skills

CASE:  Analysis in terms of appraise

17) The first movers of a disruptive technology benefit the most from the technology; rarely do fast followers catch up quickly.

Answer:  FALSE

Diff: 1
Page Ref: 95

AACSB:  Reflective Thinking

CASE:  Comprehension

18) Probably the best single way to reduce quality problems is to reduce cycle time.

Answer:  TRUE

Diff: 2
Page Ref: 100

AACSB:  Reflective Thinking

CASE:  Comprehension

19) Business process reengineering is the radical redesign of business processes.

Answer:  TRUE

Diff: 1
Page Ref: 104

AACSB:  Reflective Thinking

CASE:  Comprehension

20) New mortgage application processes have been made far more efficient by the implementation of a digital, "desk-to-desk" sequential assembly-line approach.

Answer:  FALSE

Diff: 2
Page Ref: 104

AACSB:  Reflective Thinking

CASE:  Comprehension

21) Which of the following is not one of the competitive forces of Porter's model?

A) Suppliers

B) Other competitors

C) External environment

D) Customers.

Answer:  C

Diff: 2
Page Ref: 82

AACSB:  Reflective Thinking

CASE:  Comprehension

22) A manufacturer of deep-sea oil rigs may be least concerned about which of these marketplace forces?

A) Product differentiation

B) Traditional competitors

C) Low number of suppliers

D) New market entrants

Answer:  D

Diff: 2
Page Ref: 82

AACSB:  Reflective Thinking

CASE:  Analysis in terms of appraise

23) Which of the following industries has the lowest barrier to entry?

A) Automotive

B) Computer-chip

C) Restaurant

D) Airline

Answer:  C

Diff: 2
Page Ref: 82

AACSB:  Reflective Thinking

CASE:  Analysis in terms of appraise

24) A substitute product of most concern for a cable TV distributor is:

A) satellite TV.

B) broadcast TV.

C) satellite radio.

D) the Internet.

Answer:  A

Diff: 2
Page Ref: 82

AACSB:  Analytic Skills

CASE:  Analysis in terms of appraise

25) Which of the following can force a business and its competitors to compete on price alone?

A) High product differentiation

B) Poor process efficiency

C) Demand control

D) Transparent marketplace

Answer:  D

Diff: 3
Page Ref: 82-83

AACSB:  Reflective Thinking

CASE:  Comprehension

26) A firm can exercise greater control over its suppliers by having:

A) more suppliers.

B) fewer suppliers.

C) global suppliers.

D) local suppliers.

Answer:  A

Diff: 2
Page Ref: 83

AACSB:  Reflective Thinking

CASE:  Comprehension

27) The four basic strategies a company can employ to deal with competitive forces are:

A) (1) increase process efficiency, (2) implement demand control, (3) focus on market niche, and (4) low-cost leadership.

B) (1) strengthen customer and supplier intimacy, (2) focus on market niche, (3) product differentiation, and (4) implement demand control.

C) (1) focus on market niche, (2) product differentiation, (3) mass customization, and (4) implement demand control.

D) (1) strengthen customer and supplier intimacy, (2) focus on market niche, (3) product differentiation, and (4) low-cost leadership.

Answer:  D

Diff: 2
Page Ref: 83

AACSB:  Reflective Thinking

CASE:  Comprehension

28) Wal-Mart's continuous replenishment system allows it to:

A) provide mass customization.

B) provide an efficient customer response system.

C) strengthen customer intimacy.

D) achieve economy of scale.

Answer:  B

Diff: 2
Page Ref: 84

AACSB:  Reflective Thinking

CASE:  Comprehension

29) Which of the following illustrates the use of information systems to achieve product differentiation?

A) A PC manufacturer's use of information systems in selling build-to-order PCs directly to customers.

B) A retailer's use of information systems to produce products and services at a lower price than competitors.

C) An automobile manufacturer's use of information systems to facilitate direct access from suppliers to production schedules.

D) A car dealer's use of information systems to determine which models and options its customers are most likely to buy.

Answer:  A

Diff: 2
Page Ref: 84-85

AACSB:  Analytic Skills

CASE:  Analysis in terms of categorize

30) Which of the following illustrates the use of information systems to strengthen customer and supplier intimacy?

A) Dell's use of information systems in selling made-to-order PCs directly to customers.

B) Wal-Mart's use of information systems to produce products and services at a lower price than competitors.

C) Chrysler Corporation's use of information systems to facilitate direct access from suppliers to production schedules.

D) AutoNation's use of information systems to determine which models and options they are most likely to buy.

Answer:  C

Diff: 2
Page Ref: 85-86

AACSB:  Analytic Skills

CASE:  Analysis in terms of categorize

31) Which of the following illustrates the use of information systems to focus on market niche?

A) Dell's use of information systems in selling made-to-order PCs directly to customers.

B) Wal-Mart's use of information systems to produce products and services at a lower price than competitors.

C) Chrysler Corporation's use of information systems to facilitate direct access from suppliers to production schedules.

D) AutoNation's use of information systems to determine which models and options they are most likely to buy.

Answer:  D

Diff: 2
Page Ref: 85

AACSB:  Analytic Skills

CASE:  Analysis in terms of categorize

32) When a firm provides a specialized product or service for a narrow target market better than competitors, they are using a:

A) product differentiation strategy.

B) market niche strategy.

C) mass customization strategy.

D) process efficiency strategy.

Answer:  B

Diff: 2
Page Ref: 85

AACSB:  Reflective Thinking

CASE:  Comprehension

33) ________ is the ability to offer individually tailored products or services using the same production resources as bulk production.

A) Mass customization

B) Size customization

C) Personalization

D) Demand customization

Answer:  A

Diff: 1
Page Ref: 85

AACSB:  Reflective Thinking

CASE:  Comprehension

34) An information system can enable a company to focus on a market niche through:

A) complex trend forecasting.

B) tailoring products to the client.

C) intensive product trend analysis.

D) intensive customer data analysis.

Answer:  D

Diff: 2
Page Ref: 85

AACSB:  Reflective Thinking

CASE:  Comprehension

35) Hilton Hotels' use of customer information software to identify the most profitable customers to direct services to is an example of using information systems to:

A) strengthen customer intimacy.

B) differentiate their service.

C) focus on market niche.

D) increase efficiency.

Answer:  C

Diff: 2
Page Ref: 85

AACSB:  Reflective Thinking

CASE:  Comprehension

36) Which industries did the first wave of e-commerce transform?

A) Air travel, books, bill payments

B) Air travel, books, music

C) Real estate, air travel, books

D) Real estate, books, bill payments

Answer:  B

Diff: 2
Page Ref: 88

AACSB:  Reflective Thinking

CASE:  Comprehension

37) To what competitive force did the printed encyclopedia industry succumb?

A) Positioning and rivalry among competitors

B) Low cost of entry

C) Substitute products or services

D) Customer's bargaining power

Answer:  C

Diff: 2
Page Ref: 88

AACSB:  Reflective Thinking

CASE:  Comprehension

38) Internet technology:

A) makes it easy for rivals to compete on price alone.

B) imposes a significant cost of entry, due to infrastructure requirements.

C) increases the difference between competitors because of the wide availability of information.

D) makes it easy to sustain operational advantages.

Answer:  A

Diff: 2
Page Ref: 88

AACSB:  Reflective Thinking

CASE:  Comprehension

39) The Internet raises the bargaining power of customers by:

A) creating new opportunities for building loyal customer bases.

B) making more products available.

C) making information available to everyone.

D) lowering transaction costs.

Answer:  C

Diff: 2
Page Ref: 88

AACSB:  Reflective Thinking

CASE:  Comprehension

40) The value chain model:

A) categorizes five related advantages for adding value to a firm's products or services.

B) sees the supply chain as the primary activity for adding value.

C) categorizes four basic strategies a firm can use to enhance its value chain.

D) helps a firm identify points at which information technology can most effectively to enhance its competitive position.

Answer:  D

Diff: 2
Page Ref: 89

AACSB:  Reflective Thinking

CASE:  Comprehension

41) The primary activities of a firm include:

A) inbound logistics, operations, outbound logistics, sales and marketing, and service.

B) inbound logistics, operations, outbound logistics, technology, and service.

C) procurement, inbound logistics, operations, technology, and outbound logistics.

D) procurement, operations, technology, sales and marketing, and service.

Answer:  A

Diff: 2
Page Ref: 89

AACSB:  Reflective Thinking

CASE:  Comprehension

42) The support activities of a firm include:

A) inbound logistics, technology, outbound logistics, sales and marketing, and service.

B) inbound logistics, organization infrastructure, outbound logistics, technology, and procurement.

C) organization infrastructure, human resources, sales and marketing, and technology.

D) organization infrastructure, human resources, technology, and procurement.

Answer:  D

Diff: 2
Page Ref: 89

AACSB:  Reflective Thinking

CASE:  Comprehension

43) Benchmarking:

A) compares the efficiency and effectiveness of your business processes against strict standards.

B) allows industry participants to develop industry-wide standards.

C) is used to measure the speed and responsiveness of information technology.

D) synchronizes the business processes of customers, suppliers, and trading partners.

Answer:  A

Diff: 2
Page Ref: 90

AACSB:  Reflective Thinking

CASE:  Comprehension

44) The most successful solutions or methods for achieving a business objective are called:

A) core processes.

B) best processes.

C) benchmarks.

D) best practices.

Answer:  D

Diff: 2
Page Ref: 90

AACSB:  Reflective Thinking

CASE:  Comprehension

45) A firm's value chain is linked to the:

A) value webs of its industry.

B) value chains of its suppliers, distributors, and customers.

C) value webs of its suppliers and distributors.

D) value chains of its suppliers and customers.

Answer:  B

Diff: 2
Page Ref: 90

AACSB:  Reflective Thinking

CASE:  Comprehension

46) A ________ is a collection of independent firms that use information technology to coordinate their value chains to produce a product or service for a market collectively.

A) value chain

B) business network

C) value web

D) consortia

Answer:  C

Diff: 2
Page Ref: 91

AACSB:  Reflective Thinking

CASE:  Comprehension

47) How are information systems used at the industry level to achieve strategic advantage?

A) By building industry-wide, IT-supported consortia and symposia

B) By raising the bargaining power of suppliers

C) By encouraging the entry of new competitors

D) By enforcing standards that reduce the differences between competitors

Answer:  A

Diff: 2
Page Ref: 91

AACSB:  Reflective Thinking

CASE:  Comprehension

48) When the output of some units can be used as inputs to other units, or if two organizations pool markets and expertise that result in lower costs and generate profits it is often referred to as creating:

A) value webs.

B) value chains.

C) synergies.

D) core competencies.

Answer:  C

Diff: 1
Page Ref: 92

AACSB:  Reflective Thinking

CASE:  Comprehension

49) An information system can enhance core competencies by:

A) providing better reporting facilities.

B) creating educational opportunities for management.

C) allowing operational employees to interact with management.

D) encouraging the sharing of knowledge across business units.

Answer:  D

Diff: 2
Page Ref: 92

AACSB:  Reflective Thinking

CASE:  Comprehension

50) The more any given resource is applied to production, the lower the marginal gain in output, until a point is reached where the additional inputs produce no additional output is referred to as:

A) the point of no return.

B) the law of diminishing returns.

C) supply and demand.

D) inelasticity.

Answer:  B

Diff: 2
Page Ref: 93

AACSB:  Reflective Thinking

CASE:  Comprehension

51) Network economics:

A) applies the law of diminishing returns to communities of users.

B) applies traditional economics to networked users.

C) sees the cost of adding new members as inconsequential.

D) balances the high cost of adding new members to a community against the lower cost of using network infrastructure.

Answer:  C

Diff: 2
Page Ref: 93

AACSB:  Reflective Thinking

CASE:  Comprehension

52) In network economics, the value of a commercial software vendor's software products:

A) increases as more people use them.

B) decreases as more people use them.

C) increases due to higher marginal gain in output.

D) decreases according to the law of diminishing returns.

Answer:  A

Diff: 2
Page Ref: 93

AACSB:  Reflective Thinking

CASE:  Comprehension

53) A virtual company:

A) uses the capabilities of other companies without being physically tied to those companies.

B) uses Internet technology to maintain a virtual storefront.

C) uses Internet technology to maintain a networked community of users.

D) provides entirely Internet-driven services, or virtual products.

Answer:  A

Diff: 2
Page Ref: 93

AACSB:  Reflective Thinking

CASE:  Comprehension

54) The emergence of the World Wide Web acted as a disruptive technology for: 

A) the typewriter industry.

B) print publishing.

C) PC manufacturers.

D) microprocessor firms.

Answer:  B

Diff: 2
Page Ref: 94

AACSB:  Reflective Thinking

CASE:  Comprehension

55) Globalization allows:

A) information systems to enhance core competencies.

B) businesses to sell their products on a global scale.

C) businesses to use the capabilities of other companies without being physically tied to those companies.

D) information systems to more fully utilize Internet capabilities.

Answer:  B

Diff: 2
Page Ref: 97-98

AACSB:  Analytic Skills

CASE:  Evaluation in terms of compare, assess

56) The greatest impact the Internet has had on globalization is in lowering the costs of:

A) labor.

B) telecommunications.

C) network infrastructure.

D) entry to global-scale operations.

Answer:  D

Diff: 2
Page Ref: 97

AACSB:  Reflective Thinking

CASE:  Analysis in terms of appraise

57) The ________ strategy concentrates financial management and control out of a central home base while decentralizing production, sales, and marketing operations to units in other countries.

A) domestic exporter

B) multinational

C) franchise

D) transnational

Answer:  B

Diff: 2
Page Ref: 98

AACSB:  Reflective Thinking

CASE:  Comprehension

58) The ________ strategy is characterized by heavy centralization of corporate activities in the home country of origin.

A) domestic exporter

B) multinational

C) franchise

D) transnational

Answer:  A

Diff: 2
Page Ref: 98

AACSB:  Reflective Thinking

CASE:  Comprehension

59) ________ systems are those in which each foreign unit designs its own unique information system solutions. 

A) Centralized

B) Decentralized

C) Duplicated

D) Networked

Answer:  B

Diff: 2
Page Ref: 99

AACSB:  Reflective Thinking

CASE:  Comprehension

60) ________ systems are those in which development occurs at the home base but operations are handed over to autonomous units in foreign locations.

A) Centralized

B) Decentralized

C) Duplicated

D) Networked

Answer:  C

Diff: 2
Page Ref: 98-99

AACSB:  Reflective Thinking

CASE:  Comprehension

61) ________ systems are those in which systems development and operation occur totally at the domestic home base.

A) Centralized

B) Decentralized

C) Duplicated

D) Networked

Answer:  A

Diff: 2
Page Ref: 98

AACSB:  Reflective Thinking

CASE:  Comprehension

62) ________ typically develop a single information system, usually at the home base, and then replicate it around the world.

A) Domestic exporters

B) Multinational firms

C) Franchisers

D) Transnational firms

Answer:  C

Diff: 2
Page Ref: 98

AACSB:  Reflective Thinking

CASE:  Comprehension

63) Psychological aspects play a significant role in the definition of quality for:

A) customers only.

B) producers only.

C) both customers and producers.

D) neither customers nor producers.

Answer:  A

Diff: 2
Page Ref: 99

AACSB:  Reflective Thinking

CASE:  Comprehension

64) Seeing quality as the responsibility of all people and functions in an organization is central to the concept of:

A) Six sigma.

B) TQM.

C) quality control.

D) cycle time reduction.

Answer:  B

Diff: 2
Page Ref: 100

AACSB:  Reflective Thinking

CASE:  Comprehension

65) The reduction of errors to 3.4 defects per million opportunities is central to the concept of:

A) Six sigma.

B) TQM.

C) benchmarking.

D) cycle time reduction.

Answer:  A

Diff: 2
Page Ref: 100

AACSB:  Reflective Thinking

CASE:  Comprehension

66) Which of the following is not a benefit of implementing CAD systems?

A) Reducing the time spent on completing a design

B) Reducing the time spent on benchmarking

C) Ability to review designs for errors prior to production

D) Ability to make changes to digital models without building physical prototypes

Answer:  B

Diff: 2
Page Ref: 101

AACSB:  Reflective Thinking

CASE:  Comprehension

67) Streamlining the steps taken to complete a business task more efficiently is called:

A) workflow reengineering.

B) business process management.

C) business process reengineering.

D) workflow management.

Answer:  D

Diff: 2
Page Ref: 102

AACSB:  Reflective Thinking

CASE:  Comprehension

68) Many reengineering projects do not achieve breakthrough gains in performance because:

A) organizational change is difficult to manage.

B) it is difficult to streamline many business processes.

C) workflow management is difficult to achieve.

D) document management is difficult to achieve.

Answer:  A

Diff: 2
Page Ref: 104

AACSB:  Reflective Thinking

CASE:  Comprehension

69) Blockbuster's move to include online movie rental as a part of its services illustrates the use of information systems for:

A) competitive advantage.

B) survival.

C) new products and services.

D) customer intimacy.

Answer:  C

Diff: 3
Page Ref: 89

AACSB:  Analytic Skills

CASE:  Analysis in terms of appraise, analyze, categorize

70) Which competitive force best categorizes the threat Netflix posed to Blockbuster?

A) Rivalry among traditional competitors

B) Threat of new market entrants

C) Substitute products and services

D) Bargaining power of customers

Answer:  C

Diff: 3
Page Ref: 81-83

AACSB:  Analytic Skills

CASE:  Analysis in terms of appraise, analyze, categorize

71) ________ is the ability to offer individually tailored products and services using the same production resources as mass production.

Answer:  Mass customization

Diff: 1
Page Ref: 85

AACSB:  Reflective Thinking

CASE:  Comprehension

72) The ________ model highlights the primary or support activities that add a margin of value to a firm's products or services where information systems can best be applied to achieve a competitive advantage.

Answer:  value chain

Diff: 2
Page Ref: 89

AACSB:  Reflective Thinking

CASE:  Comprehension

73) A(n) ________ is a collection of independent firms that use information technology to coordinate their value chains to collectively produce a product or service for a market.

Answer:  value web

Diff: 2
Page Ref: 91

AACSB:  Reflective Thinking

CASE:  Comprehension

74) The activity of measuring performance of your business processes against strict standards is called ________.

Answer:  benchmarking

Diff: 2
Page Ref: 90

AACSB:  Reflective Thinking

CASE:  Comprehension

75) A(n) ________ is an activity at which a firm excels as a world-class leader.

Answer:  core competency

Diff: 2
Page Ref: 92

AACSB:  Reflective Thinking

CASE:  Comprehension

76) A(n) ________ organization uses networks to link people, assets, and ideas, enabling it to work with other companies to create products and services without being limited by traditional organizational boundaries or physical locations.

Answer:  virtual

Diff: 2
Page Ref: 93

AACSB:  Reflective Thinking

CASE:  Comprehension

77) According to the law of ________ the more any given resource is applied to production, the lower the marginal gain in output, until a point is reached where the additional inputs produce no additional outputs.

Answer:  diminishing returns

Diff: 2
Page Ref: 93

AACSB:  Reflective Thinking

CASE:  Comprehension

78) ________ are firms that have their product created, designed, financed, and initially produced in the home country but rely heavily on foreign personnel for further production, marketing, and human resources.

Answer:  Franchisers

Diff: 2
Page Ref: 98

AACSB:  Reflective Thinking

CASE:  Comprehension

79) Quality control is seen as an end in itself in ________.

Answer:  Total Quality Management (TQM)

Diff: 2
Page Ref: 100

AACSB:  Reflective Thinking

CASE:  Comprehension

80) ________ is a radical rethinking of business processes to take advantage of information systems.

Answer:  Business process reengineering /BPR

Diff: 2
Page Ref: 103

AACSB:  Reflective Thinking

CASE:  Comprehension

81) Discuss the impact of the Internet on the competitive forces model.

Answer:  The traditional competitive forces are still at work, but the Internet has made competitive rivalry much more intense. The Internet reduces barriers to entry, such as the need for a sales force, access to channels, and physical assets; it provides a technology for driving business processes that makes other things easier to do. The Internet widens the geographic market, increasing the number of competitors and reducing differences among competitors; making it more difficult to sustain operational advantages and putting pressure to compete on price. Procurement over the Internet tends to raise bargaining power over suppliers; however, suppliers can also benefit from reduced barriers to entry and from the elimination of distributors and other intermediaries standing between them and their users. The availability of global price and product information over the Internet shifts bargaining power to customers. The Internet also enables new substitutes to emerge with new approaches to meeting needs and performing functions.

Diff: 2
Page Ref: 88-89

AACSB:  Analytic Skills

CASE:  Synthesis in terms of bringing together different types of knowledge

82) Value chain analysis is useful at the business level to highlight specific activities in the business where information systems are most likely to have a strategic impact. Discuss this model, identify the activities, and describe how the model can be applied to the concept of information technology.

Answer:  The value chain model highlights activities in the business where competitive strategies can best be applied and where information systems are most likely to have a strategic impact. This model identifies specific, critical leverage points where a firm can use information technology most effectively to enhance its competitive position. The value chain model views the firm as a series or chain of basic activities that add a margin of value to a firm's products or services. These activities can be categorized as either primary activities or support activities. Primary activities are most directly related to the production and distribution of the firm's products and services, which create value for the customer, including inbound logistics, operations, outbound logistics, sales and marketing, and service. Support activities make the delivery of the primary activities possible and consist of organization infrastructure (administration and management), human resources, technology (improving products and the production process), and procurement. In value chain analysis, you ask at each stage of the value chain, "How can we use information systems to improve operational efficiency and improve customer and supplier intimacy?" The model allows you to critically examine how you perform value-adding activities at each stage and how the business processes might be improved. You can ask how information systems can be used to improve the relationship with customers and with suppliers who lie outside the firm value chain but belong to the firm's extended value chain where they are absolutely critical to your success. Here, supply chain management systems that coordinate the flow of resources into your firm, and customer relationship management systems that coordinate your sales and support employees with customers are two of the most common system applications that result from a business value chain analysis.

Diff: 2
Page Ref: 89-90

AACSB:  Analytic Skills

CASE:  Analysis in terms of summarize

83) Select a popular product or company that you are familiar with, such as Apple's iPod.Apply Porter's competitive forces model to that product and/or company. Which of the four generic strategies is the company using?

Answer:  Student answers will vary. One example answer using is:

•
Competitors to the iPod include the Zune. There are many other competitors in the portable mp3 category, but few as widely known. 

•
New market entrants: There is not a huge barrier to entry in this field; other cell phone and technology companies have versions of mp3 players.

•
Substitute products and services: People using their cell phones as portable mp3 players is a substitute product or service. However, the iPhone is a market leader in this category.

•
Customers: The perception of the iPod as unique and far superior to its competitors means that customers do not have bargaining power. However, this advantage will diminish if other similar products can persuade customers that their product is as innovative and as well designed.

In terms of the iPod, Apple seems to be focused on product differentiation by creating a product with unique features and capabilities.

Diff: 3
Page Ref: 82-86

AACSB:  Analytic Skills

CASE:  Synthesis in terms of bringing together parts of knowledge; Evaluation in terms of appraise

84) The text describes Michael Porter's view of the Internet as somewhat negative. What negative influences does Porter see? Describe several positive influences the Internet has on business. Do these outweigh the negative influences?

Answer:  Porter sees the Internet as creating ever more intense rivalry, through allowing new competitors to enter the market, and forcing competition on price alone, raising the bargaining power of customers, and dampening profits.

Positive influences of the Internet would be lowering telecommunications costs, creating new opportunities for building brands and loyal customer bases, lowering costs of globalization. You could also view Porter's negative take on lowering the barrier to entry as a positive for new companies.

The Internet's influence being negative or positive depends in part on the point of view from which the influence is being seen. For example, a telephone utility is impacted negatively by the emergence of Internet telephony, while other industries may be impacted positively either through the use of this technology or through engaging in Internet telephony as a business. 

Diff: 2
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AACSB:  Analytic Skills

CASE:  Evaluation in terms of assess, compare, evaluate

85) You are advising the owner of Smalltown Computer, a new, local computer repair store that also builds custom computers to order. What competitive strategies would you advise Smalltown Computer to take? Which ones will it have difficulty exercising?

Answer:  Smalltown Computer will have difficulty in low-cost leadership, because it cannot exert economies of scale or other efficiencies of large PC manufacturers. However, it could emphasize customer intimacy, through face-to-face interaction with customers. It could also emphasize product differentiation, in that it supplies a hands-on, local experience and more trustworthy, higher quality service. Because it builds computers to order, the firm could also focus on market niche, by specializing in certain types of custom computers, also.
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AACSB:  Analytic Skills

CASE:  Synthesis in terms of bringing together parts of knowledge. Evaluation in terms of assess, compare

86) In the case of Smalltown Computer discussed above, how is the concept of core competency relevant to this business? Define the concept and give examples.

Answer:  A core competency is an activity for which a company is a world leader, and from this perspective, Smalltown Computer does not have a core competency, as there are thousands of similar firms with longer track records. However, it might be good business practice for Smalltown Computer to define its core competencies in ways that differentiate its products from those of competitors and enable it to provide superior service or products. In defining a core competency, the business management can then determine ways to enable employees understand and reach higher levels of quality production and service. For example, Smalltown Computer might define a core competency as being able to advise customers as to the types of system they really need, and Smalltown Computer could engage in knowledge gathering activities to help employees assess customer need.
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AACSB:  Analytic Skills

CASE:  Synthesis in terms of bringing together parts of knowledge. Evaluation in terms of assess, compare

87) You are consulting with the owner of Better Bodies, a national chain of gyms. How could the use of information systems help them exert each of the four generic strategies in achieving competitive advantage?

Answer:  At a certain scale of business, Better Bodies could employ globalization to purchase less expensive gym equipment, in a low-cost leadership strategy. The firm could use computers to monitor and evaluate health and fitness of members and customize workouts, in product differentiation strategy. It could use information systems for sales and marketing data research in order to define a niche market that would bring greater profits. The firm could allow customers to review their health data and add additional information or view statistics to create customer intimacy. If the individual gyms are franchises, then a network could be used for franchisees to share data and research new sales tactics, etc.
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AACSB:  Analytic Skills

CASE:  Synthesis in terms of propose, design, create

88) Discuss the ways information systems can be used to improve quality.

Answer:  Information systems can help improve quality by reducing the number of steps time taken to manufacture the product. The fewer and simpler the steps, the fewer occasions for human error to be introduced. Reducing the length of time taken in producing a product will also help limit mistakes, because shorter cycle times mean that problems are caught earlier, and that production tasks are easier to understand and perform.

Information systems can also improve quality by providing analysis tools for measuring the success of procedures, establishing standards, and measuring performance against those standards (benchmarking). Information systems can play a key role in improving and automating design and production, as in the use of CAD. The ability of information systems to easily record and analyze customer data, as well as automate, customize, and improve customer service, also contributes to the overall quality of the product or service.
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AACSB:  Analytic Skills

CASE:  Analysis in terms of summarize

89) How is Internet technology useful from a network economics perspective? Give examples.

Answer:  In network economics, the cost of adding a participant to the network is negligible, while the gain in value is relatively much larger. The Internet itself is an example of a successful implementation of network economics — the more people participate, the more valuable and essential a commodity it is. If a company were to provide a service through the Internet such as a project management application, the costs to the company of adding another user are small (as the software infrastructure or application is already built), and the more users are signed up the more profit is made. 
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CASE:  Analysis in terms of summarize

90) Why should a company engage in business process reengineering? How would a company know if it needed or would gain from BPR?

Answer:  A company should engage in BPR in order to enhance profits or sales through using information systems. To determine this, a company can study its value chain and business processes to see which points might be automated or be made more efficient, have value added or improve quality.
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