
Week 2: Introduction to Business Processes 
 

• Business 
o The various parts of a business must work together as an integrated system. 

§ Flow of information and documents 
§ Flow of materials and products within and across businesses 
§ Flow of money (payments) 

o In order for businesses to work, business processes (BPs) need to be specified, 
executed, and managed. 

§ BPs are often cross-functional (1 process can cut through multiple 
different departments) 

 
• Business Process (BP): A structured network of activities supported by resources, 

facilities, and information that interact to achieve some business function. 
o BPs turn input into higher value output. 
o A BP is a system, sometimes referred to as business systems. 
o Characteristics of a well-designed BP: 

§ Complete: Include all activities necessary to achieve the business goal 
§ Minimal: Do not include unnecessary activities (cost efficiency) 
§ Well-structured: Activities are organised in a logical sequence 
§ Embedded: Logically connect (relates) with other BPs in the 

organisation 
o Outcomes of a well-designed BP: 

§ Increased effectiveness (more value for customer) 
§ Increased efficiency (less cost for the company) 

 
• Levels of abstraction (detail) 

o BPs exist on many different levels of a business. 
o The core value creation of a business can be seen as a high-level BP. 

§ This BP can be broken down into smaller subprocesses until describing 
granular (small) activities on work level. 

 
• Components of a BP: 

o Activities: Transform resources and information of one type into another type 
o Decisions: Questions that can be answered ‘yes’ or ‘no’ 
o Roles: Who look after sets of procedures 
o Resources: People, facilities or computer programs that are assigned to roles 
o Repositories (database): Collection of business records 
o Data/information flow: Movement of data item from one activity to another 

activity or to a database 
 

• Business Infrastructure – drives efficiency 
o Repetitive use and information systems get standardised over time and 

become part of the infrastructure. 
o BPs & IS are both part of the infrastructure. 

 
• How do IS support BPs? 

o 1. IS supports activities in a BP 
§ Several activities may use 1 integrated IS 
§ An activity may have its own IS 
§ An activity may use several IS 



o 2. New BPs may require design of a new IS 
o 3. New IS facilitate new activities that lead to changes in existing BPs 

§ From ‘As is’ (current state) process to ‘To be’ (future state) process 
o 4. Some processes are automated (run by IS), while others are manual (run 

by people) – balance between computer and human work 
 

• Benefits of IT use in BPs: 
o More accurate information 

§ BPs draw on databases, which ensure accurate information across 
many activities and BPs 

o More automated 
§ Some activities that were manual before can be automated 

o More streamlined à faster 
o More efficient à less costs 

§ All of the above together can lead to a significantly reduced cost 
 

Week 3: Strategy and Competitive Advantage 
 

• How does competitive strategy affect IS? 
o 1. Organisations examine industry structure to understand opportunities 

and risks 
o 2. Devise a competitive strategy to leverage opportunities and respond to 

risks 
o 3. Design organisational structures and processes to implement strategy 
o 4. Design (or buy) and implement IS (features, applications) to execute 

processes 
 

 
 

• Porter’s 5 Forces 
o Bargaining power of customers 

§ These factors tend to increase buyer power: 
• Only a few large buyers 
• Buyers are more concentrated (influential) than sellers, hence 

in a strong negotiating position with high bargaining power, 
leaving the firm with weak bargaining power 



• Low switching cost, usually for standardised (lowly 
differentiated) products and services 

• Buyer has all relevant information 
o Bargaining power of suppliers 

§ These factors tend to increase supplier power: 
• Market dominated by a few suppliers 
• Suppliers are more concentrated (influential) than buyers, 

hence have high bargaining power, leaving buyers in a weak 
negotiating position 

• No substitutes 
• Supplier’s input to the quality of products is critical 

o Threat of new entrants 
§ Depends on entry barriers; typical barriers are: 

• Capital requirements 
• Economies of scale 
• Customer switching costs 
• Expert knowledge 
• Government policies 
• Access to suppliers & distributors 

o Rivalry among existing firms (competitors) 
§ Depends on: 

• Number of rivals 
• Level of differentiation 
• Height of customer exit barriers 

o Threat of substitutes (a good or service that provides the same or similar 
utility for customer, but with different technology – same product type, but 
different product) 

§ Depends on: 
• Availability of similar products 
• Customer switching costs 
• Aggressiveness of producers 

 
• 4 Competitive strategies (Porter’s Generic Strategies) 

o Cost leadership (efficient) 
§ Broad: Cost leadership across industry 
§ Narrow: Cost leadership focused on a particular industry segment 

o Differentiation (effective) 
§ Broad: Differentiation across industry 
§ Narrow: Differentiation focused on a particular industry segment 

* Note: Broad is when the industry is not further segmented into groups (doesn’t 
target specific groups or subsets). Narrow is when the industry is further segmented 
into groups (target a specific group or subset). 
 

• Value Chain (Porter’s Value Chain): A value chain is a network of value-creating 
activities that consist of primary activities, which add value directly to customers, 
and support activities, which assist primary activities and add value indirectly to 
customers. 

o Mainly fits manufacturing organisations, not service businesses. 



§ Service businesses’ primary activities do not consist of inbound and 
outbound logistics. The order goes: Operations à Marketing and Sales 
à Service and Support 

§ Service businesses’ secondary activities are the same. 
 

 
- Inbound logistics: Receiving raw materials 
- Outbound logistics: Shipping goods to customers 

 
o 3 support (secondary) activities in the value chain: 

§ Human resources (e.g. training, recruiting, compensation) 
§ Accounting and Infrastructure (e.g. general management, finance, 

accounting, legal) 
§ Procurement (the act of buying or obtaining goods and services / how 

we are going to negotiate prices with suppliers; e.g. finding vendors, 
negotiating prices) and Technology (e.g. R&D, new techniques, 
methods and procedures) 

o How do Value Chains relate to BPs and IS? 
§ BPs describe how to execute value creation (work) within or across 

part of the value chain, and link together different parts of the value 
creation (cross-functional processes) 

§ An IS may then be designed to support the BP. 
 

• Competitive Advantage via BP Design 
o 1. Lock in customers 

§ By creating high switching costs (costs customers incur as a result of 
switching brands) 

o 2. Lock in suppliers 
§ Make it easy to connect and work with your organisation 
§ e.g. cross-organisational just-in-time delivery process 

o 3. Create entry barriers for new entrants 
§ Make it difficult (expensive) for new competitors to enter a market 
§ e.g. economies of scale through process optimisation 

o 4. Establish alliances with competitors 
§ Standardise processes, share costs, develop joint processes 


