¢) stamford

EDUCATION BEYOND BORDERS

Chapter 3 — Strategies and Competitive Opportunitie

Competitive Advantage— Is a company that provides the best-perceiveegte
service at the customer’'s moment of value. A austts perception of perfect
service is what makes a sale.

Competitive advantage does not last very long. drilg true sustainable competitive
advantage is the one that’s constantly renewedceagful firms nurture innovation
to provide this renewal.

How your organization creates an advantage depamtiso factors:

1. Knowledge of your competitive environment
2. Knowledge of your own business

Organizational Horsepower (OHP)— A measure of organizational competitiveness
generated through organizational force and sp&edether they provide a
framework for evaluating how various strategies earpower your organization.

Organizational force — is meeting as many customer expectations agp@$is the
hopes to meet more than its competitors and thusageompetitive advantage).

Organizational speed- is meeting customer expectations quickly (holhehefore
its competitors).

Strateqies for increasing OHP

1. Just-in-time approach— producing or delivering a product or service whige
customer wants it. JIT generates strong orgaoizaktispeed through quick
customer response but generates very little orgéinizal force. JIT generates the
least OHP of all seven strategies. The JIT apfroazy be viewed from two
perspectives — internal and external.
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Teams in an organization— a group of people with a shared goal and task
interdependence. Teams are used to bring diverspgctives to an
organizational problem. Teams generate strongnimgaonal force but little
organizational speed.
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Information partnerships — An agreement between organizations for the sari
of information to strengthen each partner orgaionat They can pursue speed by
using EDI or organizational force using 10S. Bwshg strategic information,
information partnerships can generate both org#oizal force and speed.
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Timeless & locationless operations- operate without regard to time or location.
With timeless operations, companies operate 24saulay, if necessary, using
IT systems that never sleep. They generate orgammal speed through quick,
timely customer response. With locationless opanat customers are always
near a location, often using IT systems like “\aftatores”. This generates
organizational force by allowing the organizatiorréach more customers.
Together, timeless & locationless operations geadrath force and speed.



5. The transnational firm — produces and sells products and services atltbee
world in coordinated cooperation. All operatiohsue information and resources,
using IT networks. Notion of headquarters is evant. International market
exposure generates tremendous organizational &md©OHP.
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Virtual organization — A network of independent organizations linkegktiher
by IT to exploit market opportunities by sharingllsk costs, and market access.
Generates great deal of organizational speed.
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The learning organization— An organization whose people are continually
discovering how to learn together while, at the saime, altering their
organization as a result of what they learn. Tihggnt new strategies for serving
its customers internally, based on its own knowdedfjits customers. Most
potential organizational speed. Information isretat all levels, enabled by
groupware, artificial intelligence systems, andygks.

Quality = Foundation of OHP

Quality — Quality is meeting customer expectati@wsyour customers define quality.
They expect you to provide perfect service to tidmen, where, and how they want
it.

To provide quality information, your firm must caastly gather customer
expectation information directly from your custoser

Total quality management— Meeting customer expectations through continuous
improvement and organization-wide quality ownership

1. Meeting customer expectations
2. Continuous improvement
3. Organization-wide quality ownership

1. Meeting customer expectations- by having defect-free products, excellent
service, and a competitive price.

Statistical process control is a method of gathering and analyzing these
measurements to identify and solve quality probleifisere are two key SPC tools to
analyze quality measurements.

» Control chart — a graphic means of identifying esu® problems that are
controllable

» Histogram — graphic representation of a frequenstyidution, or counts of
how often different things occur.

2. Continuous Improvement— As customer expectations change, you must also
change. Competitors are also trying to beat yoproduct, price, and service.



To improve you must identify the areas that provftemost opportunity for
improvement. Three tools can help in this search:

» Fishbone diagram — a line diagram that begins aiphoblem (the effect)
and branches out into problem causes. You canmaepaot problem
causes from causes that are simply the resulthei aiauses

» Pareto chart — tool related to the histogram. Yather frequencies of
various problem causes, sort them, and calculateptages for each. It
is used to target improvement efforts. (i.e. S®¥@bf causes determine a
large % of quality problems.)

» Scatter diagram — plotting paired data on a twa-graph. It will
geographically depict any patterns in the datatdbt

3. Organization-wide quality ownership — requires a commitment from every
individual in the organization. Along with commiémt everyone must have
power to ensure quality, which requires executiygp®rt and clear customer
focus.

When you combine individual commitment and powerpkyees develop a
sense of ownership for their contributions to gyali

Strateqies of OHP

1. Just-in-time Approach — It increases flexibility; reduces inventory lés;eand
increases quality. It increases organizationa¢dfry decreasing the time to
respond to a customer and as a result, increased spcreases OHP.

JIT is enabled by IT telecommunications and scheduwapabilities. First, you
must be able to predict accurately your produgtimtesses.

» Production scheduling systems — provide detailadgfor producing all
components of a final product. Uses forecastsexisting customer orders to
predict how much will be produced.

» Material requirement planning (MRP) systems — tileeproduction schedule
and determine which raw materials and componeetsegjuired and when
they are required. It then takes the bill of matenformation and dissects it
to discover the required raw materials.

o Manufacturing resource planning Il (MRP II) — tibe material
requirements from MRP systems into other orgaronali systems to
integrate financial, HR, and marketing needs iheogcheduling.

2. Teams in Organization— A group of people with a shared goal and task
interdependence. They provide diverse perspechires collaborative effort.
Team productivity greatly increases organizatidoete thus OHP. How are
they enabled? — Groupware supports working in teams




Cross-functional teams — Groups of people thategdtbm all corners of the
organization.

Task interdependence — tasks depend upon another.
There are two types of teams:
o Project teams— accomplish specific one-time goals and disbarato
the project is complete.
0 Permanent teams- support permanent processes.
Information technology enables teams:
Group scheduling software
Electronic meeting software

Videoconferencing software
Whiteboard software
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The softwares support the team dynamics.

3. The Information Partnership — An information partnership is an agreement
between organizations for the sharing of infornmatm strengthen each partner
organization. It creates organization synergy farmplementary resources at
participating organizations. It increases orgaioral force by reaching new
customers or discovering new cost reduction techesq It increases
organizational speed by streamlining the purchaaiyreceiving process. How
is information partnership IT enabled? — EDI fortims bedrock of the information
partnership.

Information Partnership for OHP Speed — Generaiganizational speed by
automating the information flow between partneramigations. As a result,
business transactions can proceed much more qulnkiyness volume increases,
and transaction errors are greatly reduced.

Information Partnership for OHP Force — Is the strpof information to reach a
larger market. Organizations today regularly cegptuwstomer information and
have learned to gather the information in a meduolnvgay.

Information Partnership for OHP Force & Speed —tBigeof information that is
strategic in nature and affects their fundamenialr®ss strategy. They create
many benefits for the partner organizations. THeesgeefits include:

1. Sharing of resources, information as well as fiassgets, expertise, and
funds.
2. Gaining access to new customers of the member @ajans.
3. Taking advantage of new opportunities such as mtsdur services not
previously provided or capable of being produced.



4. Timeless & Locationless Operations- Timeless operations are operations that
use IT to operate without regard to time. Locdges operations use IT to
operate without regard to location. They put agaaization to work 24 hours a
day. They create a presence for the organizatieryehere. They increase
organizational force by reaching more custometleatustomer’s location. They
increase organizational speed through simultaneodspendent work and by
serving customers whenever they want. How are ¢éin@pled? — They require IT
to tie the operations together.

Making telecommuting work — 5 components are resgliir

» Communication technology — to transfer assignm&nisork, both in
progress and completed. (Phone lines & modem, etc.)

Constant communication — email.

Goal setting and monitoring — telecommuting isfeoteveryone, and you
must track performance to determine which emplogeedest suited.
Physical meetings — Bringing off-site employeesin office cultivates
teamwork and loyalty.

Information access — They must have access tarthe’ fcollective
knowledge. Help them stay connected to organimatimformation, perhaps
through databases or data warehouses.
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Key Timeless & Locationless ingredients — inforroattechnology is a must.
Telecommunication networks are very important

5. The Transnational Firm — One that produces and sells products and seriice
countries all over the world in coordinated coofiera It expands the scope and
breath of a firm’s operations. It geographicaligpeérses operations to strengthen
a firm’s organizational force. It may positively megatively affect organizational
speed, depending on implementation. How is it ktib— Extensive use of IT
networks facilitates coordination and synergy fa transnational firm.

International operations diversify a company’s nearksk.

Global configuration — all international operations depend on headgusafor
resources and direction.

Multinational configuration — international operations operate independently,
reporting only financial information to headquaster

Transnational configuration — produces and sells products and services in
countries all over the world in coordinated coofiera

Transnational firms’ critical success factors:
- Balance local uniqueness with global uniformity
= Organization must create a global IT infrastructing supports the
first critical success factor.

Transnational Firm Challenges:
= Resource duplication among locations




= Communication reduces the isolation of internati@mperations
(Language & cultural barriers create isolation)

= Must learn to integrate strategies

— Real political borders still exist and create hesdl ransborder data
flows — can be problematic due to privacy laws)

= Telecommunication standards in various countries

= Ethnic challenges

6. The Virtual Organization — A network of independent organizations linked by
IT to exploit market opportunities by sharing skiltosts, and market access. It
extends the concept of locationless operationsrzttoe organizations’
boundaries. It facilitates the greatest organiraticpeed of any OHP strategy
except for the learning organization. With a \attarganization, however,
synergy is lacking and organizational force suffddow is it IT enabled? —
Linked through telecommunication, as in telecommaute

Locationless operations — unlimited life, employee, share assignments and
tasks to complete assignments.

Virtual organization — unlimited life, partnershign, share market knowledge and
resources.

Outsourcing — Specified lifetime, contractual opierg share only that which is
required.

IT Consideration for the VO

= Linking incompatible hardware and software

- Fostering creativity without human contact

= Effectively communicating concepts online

7. The Learning Organization — An organization whose people are continually

discovering how to learn together while, at the saime, altering their
organization as a result of what they learn. dtvptes an organizational structure
that can change as rapidly as customers’ neegsovides more potential than
any other strategy by creating new strategiegicteases organizational speed by
learning from past experience the true cause dilenes and eliminating them.
How is it IT enabled? — Organizational learningyootcurs when IT systems
acquire and disseminate information among employees

How information technology can help organizatiomsercome learning barriers:

= Command and control structure — people perforntiegabs are rarely part of
the decision-making process. IT systems can mddatam-to-top
information flow possible.

- Blame game — Blame promoted individual learning,arganizational
learning. In large organization, steering cleaaggigning blame is facilitated
by IT whiteboard software that allows individuatswork electronically to
solve problems.

= Learning from your experiences — To discover thalfeffect and the root
cause, you must see the entire organizationalmysteause and effect at the



same time. IT systems can bring the root causdinaldeffect together in
time and location.

Adopting an organizational horsepower strategy

1. Determine which aspects of the selected stratetjyoweiapplied

2. Determine which technology the selected strategyires

3. Determine the most appropriate process by whicdtpt the selected
strategy.

Business Process Re-engineeringls the reinventing of processes within a busines
Business Processes Sequences of activities that take raw matefiate a supplier
and serve outcomes to a customer.

BPR — Radical & innovative, for dramatic improvertemedesign enabled by IT, a
target project, effectiveness — focused.

BPR (6-step process)

Defining the OHP strategy you wish to adopt

Identifying the affected processes that need teekengineered
Identify the goal of each process

Identify process participants and a facilitator éach process
Mapping the “as is” process

Designing the “to be” process.
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Ethical issues must always be considered when uk&8PR process.



