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We have carried out the ITS planning process in three different companies.
Our method is besed on the ideas of F.Warren McFarlan at the Harvard Business
Schooi, which ‘have bzen largely discussed q.nd further developeﬁ in'any
papers at the 80's%. One of «che éases is a whole sale company in consumer
goods business. All the examples in this article are based on that particulér

case.,

Next we are going to formulate a wmodel of the relationships between the
strategy of a company and the compoments of ITS. This model will be program-
med with an expert system generator and is ment to be a tool for members of

ITS planning project group. This program is under construction.

2. THE IT STRATEGY PLANNING PROCESS

In developing ITS we use a process which is described in the picture 1.,

ANATVSTS OF PRESENT
DAT ROCESSING

N

s
PLANNING

Picture 1. The pr¢
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an ud Cash, Barl etc.

| presented this idea in the II FINNISH-POLISH SYMPOSIUM



First of all we must point out that success in carrying out the process
depends on the people involving it. We need a project organization which is
occupied in a proper manner. In the project group there‘should be the line
managers from the most important functions of the company‘ and some edp-
professionals. Very important is also the supﬁort of the managing directér to
the project. When we start the project we always train the project group

first so that we all have "the same language".

There are four stages in the process. In the first stage we study the strate-

gy of the company for the next five to eight years., When we know how the
business is going to change, we can say how the information systems should
change. Method in this stage is interviewing. We discuss with the key persoms
about the future business. The managing director is one of them. After
discussions we have an idea of the main trends. By interviewing the middle-
stage managers we go then deeper into the subject. Our aim is to analyse the.

siness objectives in a long run.

When studing the strategy we use the main principles of Michael Porter's*:
~ five forces driving industry competition (suppliérs. buyers, substitu-
tes, entrants and industry competitors)
- value chain with three stages (suppliers, internal functions and
buyers) -
- three generic strategies (cost leadership, market focusing, product'
differentiation)
This is the framework with which we discuss. We ask the managers to rank the
importance of these forces, value chain levels and ___1 strategies. There are
with no doubt disagreements in this ranking, but with discussing. training

and group working we try to find a concensus and then everyome must accept

it.*®

In the second st \g resources, both
hardware and soft »dp~department who
can give quite ¢ itions and the on-
going development nanagers' opinions
about the: effect » interviews. Edp-

“  Porter .

?  See botl
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professionals and line managers very often disagree concerning the effecti-

viness.

Also a list of special skills of edp-professionals is needed. The future

systems must be based oz e present ones, ﬁuilding totally new generation of

software .is possibly bnly in small steps. Developing new systéms and main-

taining old ones requires professionals and knowing their skills gives the

possibility to place them in projects they are suited for.

- Third stage is tﬁe planning stage. It has following parts:

1

The critical success factors of data-processing. There are no universal
list for those, they depend on the industry branch and the case.®
The opportunities IT offers for business. IT can be used in two ways to
gain competitive advantage: using new technologies or wusing present
technologies in a new way. Some examples of the highlights of today are
inter-organizational systems (I0S), new methods in system engineering
(CASE-tools), expert systems, artificial intelligence in production,
videotex at home, use of bar codes and smart cards,
The competitive use of IT. The possible areas to beat competitors with
IT are discussed in section 3.
The main principles of IT-management. Essential questions here are the
position ~f edp-de tment in organization and the internal structure
~f  adnedc...rtment Therse are three basic alternatives how to handle
1 =, building a company from the edp-
A 4 vices”.
Strategic points of architecture, Tﬁe architecture consists of four
parts: data, hardware, :applic »n and communication architecture.
Strategic means here that we study the business's demands for
architecture. The developing trends of the business shot bé taken
into consideration when making plans about the general structure of edp
because it can restrict the flavihilirv nf the hnainess.
Analysis of resources and .
Analysis of expected beqei e always diffi-
cult to estimate - future

4 n 1988

f critical success factors base on the articles of
iksjarvi (1984) presents some examplés gathered froa
\anies
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Fourth stage is decision making. There the company decides its ITS. This’
stage has following parts:
1 The links ITS has with companys business strategy.
The critical success factors of data-processing.
The goals using IT as a competitive pefhod.
main principles of hanagement of data processing ‘function.

The main principles of architecture.

S U o WwoN
#

Resources and expected benefits for carrying the ITS into practise.

When carrying out the planning prosess we have chtee main areas of matters to
clear up: '

- strategy (stage 1) .

- the present situation of the edp (stage 2) )

- the potential means to use IT as a competitive weapon (stage 3)

In « ‘m ring and we have a form for each one as a
too. WO K1NG OL yuesuivus in our foris: open questions which are
answereu veivasiy and propositions with a scale from 1 to 5 to be evaluated.
These evaluations gives us a very useful tool to rank the importance of
different potential and present applications in company. The open questions

“gives facts and genmeral notions to be considered.

Interviewing is a very important part of the project. We choose the persons
to be interviewed carefully. They should be very well aware about the future
strategies in their area. In discussions with managers we use so called
semistructured interviews, i.e. we give a form to t interviewee but fill it
ou_rselves while discussing. It is quite a formal method allthough the inter-
viewees may feel it informal and comfortable. We thing discussion-like agqcui-

sition of the data gives deeper information than pure questionnaries:

Some examples of questions us goods business are

listed in appendix 1.
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3 COMPETITIVE ADVANTAGE WITH IT

There are four basic ways to achieve competitive advan;age by using iT:
- improving the relationéhips to other companies, e.g. suppliers and
customers
- 1increasing internal efficiency
- better decision support

- information intensity in products

In the relationship to the customers the main strategy is to build switching

costs to them. That can be achieved with IT®. In improving its position to
customers a company has two possible means:

1. offering them such services that are pot possible without IT

2. reducing their costs

There are many succesful examples presented in litterature®. One very much
used method here is the order entry system. When we offer customers such a
system are able to get the following service:

- they caﬁ receive order st;tus .

- +hoiwr ann maba innmdiriac cancarninoe stock levels and delivery times

products and prices
r system; that saves time when no
e"dglivery time and saves costs
of both customers and ours
- they can get the invoces'and dispatch notes directly from computer

to computer, which saves costs and work

When we have delivered the order not very
easily change us to anothe supj ts and the
service he would miss. This is alc ter*®, The

new ideas about open systems arci

McFarlan 1984
ample Buzzell |

rter 1985



er -services we can offer to customers are technical assistance in product
nning and offer planning. These are examples of planning activities for
ch computer programs can rather easily' be build. Building both such
nning systems and order systems are very large investment. .W'ho would Amake
se investments is discussed in chapter 5. . :

itomers costs can be reduced by order systems like presented above. Other
hods are for example allowing sm to usé our computer or software or

lecommunication network.

the relationship to the suppliers a company tries to better its position
1inst the supplier, that is, make it possible to change the supplier; make

: supplier be dependent on the company and encourage them to competition®?,

can support this by reducing suppliers costs and giving better information
out present and potential suppliers®?. )

creasing internal ~efficiency means bettering the level of operations and
ducing costs. This is the oldest area in applying IT (personnel, admini-
ration routines, 'salés, invoicing and store chec¢king routines, CAM) but

ore are still lot of doing.

e way to apply IT is merge IT in roducts, in other words, increase infor-
tion intemsity of products. Some examples of this are products including

'ocessors for controlling their functions >me electromics, radio telepho-
'S, ...) and products including software which is used in micro computers foi
mtrol and adjust the function of the product (indicators, machine

0ls, ... ).

*1 Cash - Konsynski 1985

*2 F. Warren McFarlan 1984



- 209 -

& FORMULATING THE STRATEGY

In final strategy formulation we start with the ranking list we made' in stage

1 about main strategies and value chain stages. That list shows the primary

areas in the application development.

Business strategy

consumer goods business

s which can lead

: 1

Emphasis of r - .
application |LOW COST DIFFRENTIATION FOCUS
- development ‘
SUPPLIER - order entry systems|- analysis of - analysis of
RELATION- |- invoicing systeas suppliers and pro-{ suppliers and pro-
SHIPS - transport route ducts ducts .
: optimizing systems |- databases of supp-|- databases of supp-
liers and products liers and products
INTERNAL - office automation |- quality comtrol - sales control
EFFICIENCY |- internal logistics |~ sales control systems
automation systems ~ DSS
- inventory control |- shop furnishing
systems ' planning systems
- aut. of administ- |- sortiment planning
rational routines systems
- teller terminals |
-~ EAN markers and .
readers
- wastage control k
JMER . ‘tems - JOT - customer analysis
[TON - , sweramg |-~ teller terminals and classification
SHIPS - TS 21f]- card readers systems
: oi - IT services in - direct marketing
- OPv ima— shop (inquiries, systems
tion systens reservations, au- |- customer service
- teller terminals tomates) systemy
- EAN readers o - customer databases
. - home shopping
- card readers
Picture 2. Examples of important systems of -different strategies in

the choosen strategy. Unfor-
ot easy at 8ll bccauwsc wuc mcans vary in different industries
nds of

1 a general map

companies T ¢ nevertheless list an uriversal
ror the rudustry branch. From that we leave
nrelevant for the company. The rest we rank using again the

agers which we have studied and analysed in the stage 3. Then
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been storehouses selling to the retailers of the same group. Now the business
between whole salers and retailers is decreasing and there will a chain between

producers and comsumers. This shift is illustrated in picture 5.

In induscrial,prodhcts_delivety there is tﬂé same trend. We have carrie& out a
study.in Fimnish crane industry and it seemed very obvious that there is one
link too much in the chain (the ieft part ‘in the picture 5). In the future model
retailers order via an order system and the products come directly from ﬁhe
factory without any storing. This requires huge infqrmation systems in marketing
.integrated to the advanced production systems so that the principle of JOT-
delivery (Just On Time) can be satisfied.

In a "pure model" the objective is to have direct material flows from producers
to retailers with no intermediate storing. All information may be in electronic
form instead of paper. 1In. comsumer goods business the producer's sortiment
usually is so narrow that no retailer needs a system for ordering just products
of that sortiment. Retailers are ususally notAbig enough to build large informa-
tion systems. So the builders and maintainers of these systems must be whole
salers. The strategy and structure of whole saleing is totally changing. In
‘industrial produ;ts business it can also be the producer who builds the systems;
this depends on the industry branch and on who is the pioneer in the branch.
'

So, i hat domain we try to build a model of choosing application portfolio
and application development program, that is, the ITS which is suitable to
support the business si .egy comsid tin le present portfolio. This model
we try to program with an ES-generator. :
We think an expert system can have several roles in an ITS planning prosess.
Some examples is listed in the following: .

- it can train the managers concerning strategy problems and concepts

- it can force the managers to formulate the strategy of their own line

- it can force the managers to concentrate on matters which are important

but which they otherwise.would not tl

- nagers to evaluat wresent applications
. magers to eva__.t >pportunities of IT
- magers to define nation needs
What wmefits from wusing an ES in the planning prosess is a

matt :r building & prototype of the system.
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A.r-ndix 1., Examples of questions in IT opportunities interview form

A. Open qgquestions

1) CUSTOMER RELATTONSHIPS

(customer = consumer)

What kind of goods a tybically customer buys?

How much a typically customer buys?

What is .the typical profile of our customers? (age, sex, socioeconomic
situation, éar owner,...)

wWhat the customers like and what they don't like in our shops?

What are the most critical problems in our customer service?

2) INTERNAL EFFICTENCY

(Inpernal consists of both whole sale and shops)

How the inventory checking is made in shops?

Hoﬁnthe sales are repérted from the shops?

How the inventory levels are reported from the shops?

Who needs the inforﬁation from Ehops? )

What j~fo~mnatjop is most needed in chaih management?

Whoo i ;ion d in shops?

How the data cor en _.ops and chain management are arranged?

What are the most critical problems in our intérnal operations?

3) SUPPLIER RELATTONSHIPS

(Supplier = producer)

ﬁhat is the quantity of foreign suppliers?
What is the quantity of domestic suppliers?

“much the group of suppliers does vary?

How supplier deliver an order?

How routes are decised?

How sell goods to shops?

How promotes about their new products?

Wha! critical problems in our supplier relationships?




















