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Chapter 9 
Information technology and e-business 
 
Chapter learning objectives:  

Lead Component Indicative syllabus content 

E.1 Evaluate the information 
systems requirements for 
successful strategic 
implementation. 

(a) Evaluate the 
information systems 
required to sustain the 
organisation. 

• Alternative strategic business unit (SBU) performance 
measures, including shareholder value added (SVA) and 
economic value added (EVA). 

• Alternative models of measuring strategic performance 
(e.g. the Balanced Scorecard (BSC) and the 
performance pyramid as strategic evaluation tools). 

(b) Advise managers on 
the development of 
strategies for knowledge 
management. 

• Setting appropriate strategic targets through the use of a 
range of non-financial measures of strategic 
performance and their  
interaction with financial ones. 

• Evaluation of strategic targets through the development 
of critical success factors (CSFs). 

• Linking CSFs to Key Performance Indicators (KPIs) and 
corporate strategy, and their use as a basis for defining 
an organisation’s information needs. 

• Effective communication of strategic performance 
targets, including the need to drive strategic performance 
through stretch targets and promotion of exceptional 
performance. 

• The role of the Chartered Management Accountant in the 
process of strategic performance evaluation. 

E.2 Evaluate the 
opportunities for the use of 
IT and IS for the 
organisation, including Big 
Data. 

(a) Evaluate the impact 
of IT/IS on an 
organisation and its 
strategy. 

• The impact of IT, including the internet, on an 
organisation (utilising frameworks such as Porter’s Five 
Forces and the Value Chain). 

(b) Evaluate the strategic 
and competitive impact 
of information systems, 
including the potential 
contribution of Big Data. 

• Competing through exploiting information, rather than 
technology (e.g. use of databases to identify potential 
customers or market segments, and the collection, 
analysis, storage and management of data). 

• Aligning information systems with business strategy (e.g. 
strategic importance of information systems; information 
systems for competitive advantage; information systems 
for competitive necessity). 

• Contemporary developments in the commercial use of 
the internet (e.g. e-business, virtual organisations and 
Web 2.0,Big Data, social and other forms of digital 
marketing). 

• The role of Big Data and Digitisation in knowledge-based 
organisations. 
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1. IT, IS and IM strategies 
• The company’s need to use IT should be driven by the information required to pursue 

the overall business strategy. 

• It is necessary to develop sub-strategies as a control mechanism (remember P3?) 

Earl’s three levels of information strategy 
IT is a source of strategic advantage, so a company must take a strategic approach to its IT planning. 
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Earl’s reasons to have an Information Systems (IS) strategy 

• IT involves high costs.  

• IT is critical to the success of many organisations. 

• IT can be used as part of a commercial strategy to gain competitive advantage. 

• IT impacts customer service. 

• IT impacts all levels of management. 

• IT could mean a revolution in the way information is created and presented. 

• IT involves many stakeholders. 

Earl’s three-leg analysis 

• Business-led (top down) 

• Infrastructure-led (bottom up) 

• Mixed (inside out) 

2. Types of business information systems 

Transaction processing systems (TPS) 
The first business computer applications were for recording transactions such as wages and salaries 
processing, the production of sales invoices and receivables ledger accounting. These systems are 
known as ‘transaction processing systems’ and they automate existing operations allowing greater 
accuracy, more speed and cheaper processing. 

Management information systems (MIS) 
Once transactions are recorded, it is easy to analyse them to produce information that could be useful 
for management. IT operations then became known as ‘management information systems’.  

For example, once the sales ledger is computerised it is easy to produce aged receivables listings. The 
systems could also be programmed to make simple decisions such comparing inventory levels to 
production plans to enable automatic stock ordering or approving new orders by comparing credit limits 
to customer balance and new order value. 

Decision support systems (DSS) 
Not all decisions are structured. For example, there is no definitively correct way to draft next year’s 
budget or to decide on the selling price of a new product. DSS help managers to make decisions.  

A good example is seen in the use of spreadsheets where financial models created on spreadsheets 
allow managers to try out “what if?” experiments where they try out different combinations of 
assumptions and try to home in on a credible answer. 
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Executive information systems (EIS) 
These are aimed at senior managers and they have a particular emphasis on giving access to external 
information that is needed for operational and strategic planning (e.g. through the internet and access 
to external databases).  

Executive information systems also emphasise flexibility so that executives can see company data in a 
wide variety of ways and they can ‘drill down’ top greater detail when needed. 

Expert systems (ES) 
Software that behaves similar to the way a human expert would within a certain field of knowledge e.g. 
legal, medical, insurance or credit risk assessment. The expert knowledge, rules and facts are pre-
programmed a memory to facilitate artificial intelligence by supporting decision-making. 

Benefits of an expert system Limitations of an expert system 

• Automated ‘expertise’	support for generalists. 
• Speed of decision improved. 
• Consistency of decision making 
• Expert systems retain and acquire new 

knowledge 

• Limitations of an expert system 
• Expensive to develop and maintain. 
• Narrow and specific in focus. 

• People can be more naturally creative 
than programmes. 

Enterprise-wide systems 
Also referred to as enterprise resource planning (ERP) or enterprise computing. Enterprise-wide 
systems are information systems that are used throughout a company or enterprise, to manage and 
coordinate resources, information and functions of a business. To be considered an ERP system, a 
software package must provide the function of at least two systems e.g. payroll and accounting 
functions if integrated.  

ERP is the modern extension of MRP (material requirements planning, then later manufacturing 
resource planning) systems and CIM (Computer Integrated Manufacturing).  

All functional departments are integrated into one holistic information system e.g. a central database. 
As well as integrating manufacturing, warehousing, logistics, and information technology, it would also 
include accounting, human resources, marketing and strategic management. SAP is an example of an 
ERP software solution. 

Benefits of ERP Limitations of ERP 

• Speeds up ‘enterprise wide’ exception 
reporting. 

• Real-time data capture and reporting of 
financial results. 

• Provides information for all levels of 
management. 

• More effective planning and forecasting 

• Bespoke and expensive to develop and 
maintain. 

• High switching cost. 
• Industry prescriptions may not gain 

competitive advantage. 
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Customer relationship management (CRM) systems 
CRM systems can automate many customer-related business activities and tasks. Customer loyalty 
and retention has become critical to the long-term survival of organisations, relationship management 
aims to build excellent relationships with customers in order to retain their loyalty. 

Microsoft Dynamics CRM 4.0 is an easy to use customer management system that enables you to 
monitor and manage customers from their first contact all the way through to after-sales service. CRM 
software systems include customer contact management, sales automation, call centre applications 
and help desking. They allow departments to track customer information so that customers interacting 
with an organisation perceive the business as a single entity, despite interacting with a number of 
employees from different departments. 

Benefits of CRM 

• Increased loyalty of customers and free ‘word of mouth’	recommendation. 

• Organisation builds more knowledge and understanding about customers. 

 

3. Information technology – the strategic context 
IT/IS evolves very quickly and is crucial to determining corporate strategy. 

Within SWOT analysis, IT/IS can appear in every quadrant. 

IS/IT and Porter’s Five Forces 
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IS/IT and Porter’s generic strategies 

 

IT/IS and the Value Chain 
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Earl’s grid 
Used to assess the current use of existing IT/IS. 

 

McFarlan’s grid 
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Forces that drive an organisation around the grid: 

• Internal forces – concerned with matching the potential of IT to the organisation’s 
operations and strategy. 

• External forces – linked to changes in the competitive environment (to seek 
competitive advantage). 

 

4. E-business and latest developments in internet use 
e-business – all electronically mediated information exchanges between an organisation and 
its external stakeholders. 

e-business – transformation of key business processes through the use of internet 
technologies. 

e-commerce – use of electronic techniques, including the internet, to sell products and 
services. 

Don’t confuse e-business with e-commerce, which is only a part of e-business. 

Porter suggested three ways in which IS/IT can affect the competitive environment and a company’s 
ability to compete. 

• New business might become possible (e.g. Amazon, Aliexpress). 

• The industry structure may change (e.g. practising CIMA OT papers online). 

• IS/IT could provide new ways of operating (e.g. booking airlines tickets online). 

E-business categorised by function 
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Benefits of e-business Barriers to e-business 

• Improves marketing, e.g. ‘invitation to treat’, 
graphics and interactivity. 

• Fulfil orders satisfactorily without human 
intervention (electronic retailing for automated 
ordering and payment). 

• Can monitor customer trends, e.g. buying 
habits. 

• Encourages feedback from customers 
(electronic surveys). 

• Cost-reduction (sales costs, overheads). 

• Market penetration – even small companies 
can have a global presence. 

• Technophobia. 

• Limited IT resources. 

• Security concerns (hacking, e-fraud). 

• Set-up costs, maintenance (for complex 
solutions). 

• Limited opportunities (some products 
just cannot be sold online). 

• Some audiences may not be willing to 
go online (e.g. pensioners). 

Web 2.0 tools 
Web 2.0 tools are any computer applications that are web-based and will support collaboration, 
interaction and sharing of information over the world wide web. Web 2.0 tools represent the second 
generation of software for the world wide web, moving away from static web pages (Web 1.0) to 
dynamic and shareable content. They enable people with no specialised technical knowledge to create 
their own websites, publish, create and upload audio and video files, share photos and information and 
many other tasks. 

Opportunities offered: 

• Advertising (Google ads, Facebook) 

• Software as a service (SaaS – Dropbox, MS Office 365) 

• Mashups – for real estate, where there are interactive maps and legal and property 
information) 

• Competence syndication 

• Using global network effects (eBay) 

Benefits of Web 2.0 tools 

• Facilitate creativity. 

• Support information sharing. 

• Support human collaboration, e.g. virtual teams. 
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Virtual organisations 
Businesses that have little or no physical infrastructure (e.g. Practice Tests Academy J)  

Benefits Drawbacks 

• Exploit opportunities (access to market 
resources, no need to rely only on in-house 
resources). 

• A small company can look like big 
organisations and so can compete with them. 

• Take experts and form dispersed teams. 

• Lower costs (fewer assets), improving 
competitive advantage. 

• Loss of control over the product (fall in 
quality). 

• Partnering organisation may also work 
for competitors, reducing any 
competitive advantage. 

 

Social and digital marketing 
Digital marketing  
This is marketing that uses an electronic device. Any advertisement you see on the internet is digital 
marketing. 

There are two main types of digital marketing: 

• push – the company sends a message without the customer requesting information. 
Examples would include adverts on web pages and blogs. 

• pull – the consumer actively seeks out the marketing material. Examples include web 
searches and websites. Note that businesses often pay major search engines in order 
for their websites to be displayed prominently in relevant search results. 

Advantages: 

• lower cost 

• easier to contact and interact with individual customers 

• easier to reach a wider audience 

Social media marketing 
This is everything brand-related that a company posts on their social channels such as Facebook and 
Twitter. It is a form of advertising.  

Main goals: 

• Improved communication with customers, which can strengthen the relationship, 
improve loyalty. 

• Easy to spread the word (repost comments, etc.) 

• Easier to target/analyse the behaviour of followers of social channels. 

• Possibility to pay an influencer to promote the products and so reach wider audiences. 
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5. Aligning information systems with business strategy 

 

• IS is seen as a functional strategy designed to support the overriding corporate and 
business strategies.  

• IS may be a source of competitive advantage and a core competence. 

 

6. Chapter summary 

 


