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LEARNING OBJECTIVES

� Describe strategic information systems 

(SISs), and explain their advantages.

� Describe porter’s competitive forces model 

and his value chain model, and explain how 

IT helps companies improve their competitive 

positions.

� Describe five strategies that companies can 

use to achieve competitive advantage in their 

industries.

Competitive Advantage and Strategic 

Information Systems

� Competitive Advantage

� An advantage over competitors in some 
measure such as cost, quality, or speed, leads 
to control of a market and to larger- than 
average profits.

� Strategic Information Systems (SIS)

� provide a competitive advantage by helping an 
organization to implement its strategic goals 
and to increase its performance and 
productivity.



Porter’s Competitive Forces Model
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Porter’s Competitive Forces Model

Example: Walmart

Bargaining power of suppliers

Some factors that increase supplier bargaining power

When your suppliers have power, your costs are higher



Bargaining power of buyers

Some factors that increase buyer power

When your buyers have power, you can’t raise prices

Intra-industry rivalry

Some factors that increase intra-industry rivalry

Intra-industry rivalry decreases prices

Threat of substitutes

If prices in an industry rise, customers use substitutes

Similar to threat of entry, but from similar companies in 

neighboring industries rather than new ones in your industry

Some factors that make this threat important
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Porter’s Competitive Forces Model

Example: Online video rentals 

Buyers
Consumers (you and I)

Bargaining Power
of Suppliers

Bargaining Power
of Buyers

Video entertainment
“on demand”

Rivalry Among
Existing Competitors

Suppliers
• Motion picture 
producers/distributors
• Others?

Threat of New
Entrants

Existing firms
• Netflix, Blockbuster Online, 
Intelliflix, Walmart…
• video rental stores/machines
• cable/satellite-based video 
on demand (still small)

Potential entrants
Firms that are considering entering 
the business of online DVD rentals

Threat of Substitute
Products or Services

Substitute products/services
• Other forms of video entertainment
• Video gaming
• Others?

Example: Online video rentals 

DVD/Video Sales        Theatrical Releases    Video Rentals     Other



Example: Online video rentals 

Example: Online video rentals 

1. Characterizing the competitive forces

• Supplier power

• Buyer power

• Threat of new entrants

• Rivalry among existing competitors

Example: Online video rentals 

2. Key technological changes since 1998



Example: Online video rentals 

3. Will video-on-demand transform the industry?

DVD/Video Sales        Theatrical Releases    Video Rentals     Other

Supplier power

1998 2005 2015

How does digital VOD affect 

competitiveness?

DVD/Video Sales        Theatrical Releases    Video Rentals     Other

Intra-industry rivalry

1998 2005 2015

How does digital VOD affect 

competitiveness?

DVD/Video Sales        Theatrical Releases    Video Rentals     Other

Threat of entry

1998 2005 2015

DVD/Video Sales        Theatrical Releases    Video Rentals     Other

Buyer power

1998 2005 2015



Porter’s Value Chain Model

This model identifies specific activities where 

organizations can use competitive strategies 

for greatest impact.

� Primary activities

� Support activities

Porter’s Value Chain Model

Strategies for Competitive Advantage

� Cost Leadership

� Differentiation

� Innovation

� Operational Effectiveness

� Customer-orientation


