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Information
Issues in the
Information Age

W five in the information age where the collection, storage, and use of data are
tyst topics. (e example of inapprapriae data handling necurred at a college

where i oitring of restroanis aoet Doy 7 seennads i ohisenve thie

ane ol it L roirrars, aed o slenls, TP DO R P MO RN L RE

thid e die cablecliomy was g ieeesian S NTE I TR TE N R O AT TR TS T S

RTHIER B
Anathior o e il e i etz ceveered whien o nrfes- £

wop o] aevs g st a college losta flash daive vty NIV ™

maore than LB00 students, including Sovial Sueui mnnbers, prasdes, aid g

names. Social Security numbers werc included becanse the duta went back
i before 1993 when the college used Social Security munbers to identify
sludents,

What types of studcent data does your college collect? Whil could happen it
your professor 1ost a thurnb drive with ail of your personal information? What
npes of issues could you encounter if sorueone stole your personal datat
Wwhat cun your college do to ensure this type of data storage vinlation does
natoceur?t

tenperalure is above B0 degrecs, and the stock market is performing well. Thisis BT art
i1s finesl, incorporating all types of intornal and external variahles w antcipate business
performance.

Top managers use Bl 1o define the future of the business, anakyzing markets, indus-
tries, and economies w determine the stratepic direction the company must foilow to
remain profitable. Tooy will sel the sirategic divection for his firm, which mighr include
introducing new lavors of potato chips ar sport drinks as new product lines ot schools
and hospitats 25 new markel Sepments.

Knowledge

Knowledge includes the skills, expelience, and expertise, couphed with information and
inrelligence, that creates 4 persan's intellectual resources. Knowledge workers are indi-
vidluals valued for their ability o interpret and analyze intoemation. lTodeay's workers are
conmnonly referred tr s knowledge workers and they use 131 aleng with personal experi-
ence 1w make decisiuns based on buth information and intuition, 2 valuable resource for
Ay COIMpHAnY.

Irmagine that Tony analyzes his data and finds his weakest sales vepresentative tar
this period is Craig Schulte. If Lony considercd only this information, he might con-
clude ihat firing Craig was a gnod business decision. liowever, because Tony has
knowledge about how the company operates, he knows Craig has been out on medi- 3
cal leave ior several weeks; henwe, his sales nurmbers are low, Without this ad_ciitional A
knuwledze, Tony mighl have pxecuted a bad business decisian, delivered a negative,
tressage o the other smployecs, and sent his best sales representarives out to look for,
agher jobs, 3

The key paint in this scenario is thul it is sirnply impossible to collect all the infod
mation about every siluation, and yet without that, it can be casy (o misundersiand thy
prohlemm, Using data, information, business intelligence, and Lnowledge to make deci
cions and salve problems is the key to linding success in husiness. These core drivers §
the information age are the building blocks of busingss systems. 1
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THE CHALLENGE: DEPARTMENTAL COMPANIES
Cnmpanies are opirally arpanived by department ar fitnctional

Accounting: Records, measures, and re POrts sonelany transactions.
Finance: Neals with s rategie Hnancial issues meluding meoney,

investments, and gssels,

e

LI} L2, Mentify the different depan-
mehils in 2 company and wiy they
must work logether to achisve
SH(RES

rea such as:

banking, cradiy,

Heman resources: Maintaing poelicies, plans, and procedures fim the effective mnn-

dgemctil of cruployees,

Marketing: Supporis sales by planning, pricing, and promoting goods or services.

Qperations management: Man
TESOLNCES INto goody ar services,

ages 1he process of Coverting o1 transforming or

Sales: Performs the function of selling poods or services fsce Figure [L6].

Fach depirmment periorms its mwn activities. Sales

and marketing locus on rmos-

ing goods or services into the hands of cansumers; they maintain transactions daty.

Finanee and accounting facus

maintains employee data. Although

tan work independently if the Lompany is to aperate as a whele, [ ig Casy 10 see how i

un managing the company’s resources and mintain
monetary data. Operations management focuses on
produiction data, while human resources focuses on

manufucturing and maintaing
hiring and training people and
cach department has ity own focus and data, nome  FIGURE 1.6
e IMErTE ki

selling geads or services.

L
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Dperatiuns\/
. managenent
e -MERages the crocpss .|
CRORL Sy G trang e n
Or FRSULICES iRto quocs pr
saryices,

Ir ezt
Accounting
Records, measures, and
reports manetarny
transactions.
>
Finance
Sales Tracks strategic financial
Performs the function of

issues including mao ney,
bankiry, credit,
investmeants, and asspts.

>

Human resourges
Maintains policies, pians,
and procuedures dor the
effective msragemu® of
employees,

Marketing

Supports sales by
_ pFa_rrugiqu. p_r_ir.ing._and
. “\?
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FIGURE 1.15
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vending machines, gas stations, and convenience stoles, increasing the availability of
soft drinks relative to ather beverages. Companies tan also offer various adld-on services,
making the subsatitute product less of a threat. Eur example, iPhones include capabilitics
for games, videos, and Tusic, maldng a traditional cell phone Jess of a substitte,

Threat of New Entrants

The threat of rew entranis is high when it is gagy for new cop etitors to enter 4 markel
Al Tene whien there are significant entey barriers to joining a market. An enfry barrierisa
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Rivalty among Existing Competitors

Hivalry among existing competitors is high when competition is lewe in i market
and low when competitors dre more complacent. Although counpeHtion is alwiys murt
intense in some industries than in others, the overall trend is toward incressed com-
petition in almast cvery industry. The retail grocery indlustry is intensively curmpetitive.
Kraper, Safoway, and Albertsons in the United Slates compete in many differcnt ways,
cssentially trying to beal or match pach uther on price. Most supermatket chains have
implemented loyalty programs to provide customers special discounts while gathering
vuliahie intormation about their puichasing habits. ln the fulure, expect to see JIOLEry
slores using wireless technologies that wack custemer movermnents thraughout the sime
1w determine purchaying sequendces,

Praduct differentiation accurs When a COmpaly develnps upique differences o its
Products o1 SeTVICes with 1he iptent to influence demand. Corapanics can wse differe fti
arion 1o reduce tivalry. Tor exarmple, while many companies sell books atid videos t the
fnternet, Amazon differentiates itsell by using castomer profiling, When a custarmer Vik-
s Amazon.cum repeatedly, Arazon begins (o offer products tailored to that pacticular
custorner based pn his or her profile. In this way, Amazon has reduced its tivals’ power
hy offering its customers a dhifferencated service,

To review, the Five Forces Model helps managers et business strategy by identify-
ing the competitive strachire and economic environment of an ndwstry. 1l the furces
are strong, they indrcase competition; il the forces are woak, thev decrease i (e
Figure 1.15).%

Analyzing the Airline Industry

Ler us bring Parter's five forees together to loak ac the competitive forees shaping an
industiy and highlight business strategies to help it remain competitive. Assuine
a shipping company is deciding whether to enter the cammercial dirling industy. 1

Weak Forge; Decreases | Strong Force: INGreases

) Competition or Few Competitars If_.umpeﬂtiun or Lods of Competitors
Buyer Fower ~Apnternational hatel chain " B single CONSUMET pUrchasing milk,
_ _ purchasing reitk '
Supplier Power & compainy that makes airling £ company that makes pencils
_ Engines :
Theeat of Suhstitute | Cancer drugs hom & Coifer from McDONAIL'S
Products of Eanrjt:_ ) | pharmaceufical company B

! A dog walking business

Rivalry among Existing | Department of Motor vehicles . A cofter shap
Competitors :

Threat ol Heu{_i-:ntranl;s f, professional hockey team
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Is there anything maore frustrating than waiting in line at the post office? Nar |
only are those lines frustrating, but they are also unprofitable. The LLY. Postal
Service has faced multibillion-dollar losses every year far the pust few years, Flmng The
making for une of the greatest challenges in its histary, .

What is killing the post office? Perhaps il is Stamps.comm, a website thar allows Post 'UfflCE
¥OU to customize and print your own stamps 24 hours 2 day. Getting married?
Place a photo of the happy eouple right on the stam i for the invitations, Starting
a business? Place your business logo un your stamps. Stamps.com even keeps
track of a customer’s postal spending and can recommmend uptimal delivery
methods. Plus, Stamps.com gives You postage discounts you ran’t get at the
post office or with a postage meter.

Evaluate the US.Postal Service using Porter’s Five Forces Model. How could
the Postal Service create new products and services to help Erow ils business?
What types of cumpetitive advantages can you identify for the Postal Service?' |

perforined correctly, an analysis of the five forces shonld determine that this is a highly
risky business strategy because all five forces are strong. It will ihus be difficult 1o gener-
ate a prodit.

Buyer power: Buyer power is high because customers have many airiines o choose
from and typically inake purchases hased on price, not carries,

Supplier power: Supplier power is high since there are limited plane and engine
manufacturers to choose from, and unionized workforces (suppliers of labor) restrict
aitline profits.

Threar of substitute products or services: The thoeat of substitute products is high
fromm many transportiion ateenarives inclueling automabiles, trains, and loats, and
from anspartation substitutes sucl ax videoconferencing and virtual meelings,

Threatof new entrants: The threar of new catranes is high because new aiclines are
continumsly colering the market, ieluding sky tagies uffering low-cost on-demand
3 air tuxi service,

Fivabo ameeoonydsthng codnpetitors: Bival fnhe o ine Idusery is ligh, wral

LR P [P

e e

UL e e e i {se Figmaze 160!

ot perans e
0 T ] TR 5

hany airlings for buyers to choose from farcing compettion
baged on price

| Limited swmbes of plane and angine manufaciurars to chpgse
fiom along with unionized workers

O Substitute Products Many subisttites including cars, trains, and busses,

Even substiutes to travel auch as vigen conferencing ang wirtual
RIBELi S,

Many now aifines antering the market 2N the time incirding the
iatost shy taxes.

00y Existiog Competidors | [tense competition-many rlvals.
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_ APPLY YOUR KNOWLEDGE

BUSINESS DRIVEN INNOVATION

|




