Lecture 9: The Resource-Based View of the Firm
Learning Objectives:
1. Explain the principle concepts of the resource-based view of the firm and define resources, competencies and capabilities.

2. Discuss the application of RBVF to IS within the organisation and to the IS function itself.

3. Suggest an approach to the practical application of RBVF concepts within an IT service department.
Introduction
IT by itself gives no sustainable competitive advantage.

We need a different approach.

The Resource-Based View of the Firm

A firm has competitive advantage when it produces strategy based on the firm’s resources that cannot be duplicated by competition.

The involves internal firm specific factor which may be dynamic

Process of resource accumulation and deployment leads to “idiosyncratic endowments of proprietary assets” providing a source of competitive advantage (see Peppard and Ward, 2004).
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Resources
Stocks of available factors that are controlled by the firm

Technology, Applications

Technical infrastructure

Organisational Structure

Staff and their skills

Stored knowledge

Competencies

Distinctive, core. Utilise and mobilise resources

“Firms capacity to deploy resources in combination using organisational processes to achieve a desired end”

Bundle of skills and technologies.

What competencies would you expect in an IT function? How could they be differentiated?

Capabilities
Strategic application of competencies

Overall ability – IS capability, manufacturing capability, logistics / supply chain capability.

Application of competencies to resources transforms the resources to create sustained competitive advantage.

Resources become :

Unique

Rare

Imperfectly imitatible

Non-substitutable

Attributes of IT resources (Mata et al, 1995)


Customer switching costs


Access to capital


Proprietary technology


Technical IT skills


IT Management skills

Case Study :Singapore Port (Gordon et al, 2005)
Strategically located

200 shipping lines

90 sailings a day

Transhipment


Transfer


Minimising ship turnaround

IT Innovation

PortNet – customer-facing

Tradenet

Computer Integrated Terminal Operating System’

Expert systems

Container Number Recognition System

Ship Planning Subsystem



234 container movements per hour



1375 boxes



6 hour turnaround

Traffic management

Resource Combination

Location and natural harbour]
Government investment / Singapore culture/ Singapore infrastructure

Staff / Knowledge and skills / Training

IT capabilities / IT management skills

Port technology
Application of RBVF to Information Systems

What are the IS competencies?
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(From Peppard and Ward, 2004)
Strategy      The subject of these lectures: looking at IT implications

Define the IS contribution   What should we do to action strategy –planning investments

Define IT capability    Including creating long term infrastructure plans
Exploitation        Benefits management, extracting benefits

Deliver solutions     Implementation, Support, Service

Supply


Of information, technology, resources.

Note that in considering IT competencies, there must be alignment with individual competencies.
The Skills Framework for an Information Age (see: http://www.sfia.org.uk/ ) goes a long way to defining what should be expected.

How do these personal and function competencies related to overall capabilities developed by the organisation? Peppard and Ward propose a model:
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The IS capabilities must then fit into the RBV from the point of view of the firm.
IS capabilities will only be taken up if there’s alignment.


“Fusing IS knowledge and business knowledge” (Peppard and Ward, 2004)

This is all fine and good, but how do we make it happen?

We need a learning process. Hence RBV gets linked to organisational learning.

Organisations must encourage learning and experimentation.

Learn to use the resources                      


Piano, music score

Create routines that use those resources                                  Set pieces, scales

Modify, alter routines and resources as learning occurs 
 Create style, improvisation, composing.   

Apply modified resources and routines to different situations     Conducting, Orchestra

This learning process need operationalisation

Question 1: What are the resources and their characteristics?

Question 2: How is each of these resources changing an developing?

Question 3: What are the causal links between these resources?

Question 4: How can we develop these resources in terms of managerial policies and strategic plans?
Concepts
Resources, competencies, capabilities, unique and imperfectly imitatable, SFIA, operationalisation.
Questions
Differentiate between resources, competencies and capabilities.

For an organisation known to you list its IT capabilities.

Why is alignment important in taking a resource-based view of IT in an organisation?
Activities
Case Study: Singapore Housing Development Board.

The Singapore Housing Development Board (HDB) currently houses about 85% Singapore’s population.  Its objectives include the mass building of flats, the development of quality public housing at lower cost, the building of commercial premises, reclaiming land for development  and selling and renting flats. HDB has about 5,200 employees in three major groups: the Building Group plans and implements building programmes; the Estates Group manages residential and commercial premises; and the Corporate Group provides central management and finance support.

HDB is a public sector organisation. As such its business goals are largely determined by evolving government priorities. It faces different pressures to those in private companies. There is little competition, hence motivation for IT investment results from government push rather than competitor push. There is a greater level of bureaucracy as compared with the private sector,; IT procurement is more complex and difficult;  and links between public sector organisations are of  greater significance than internal co-ordination. HDB has easy assess to Government databases, which enables cross-organisational integration. Also, its IT planning needs to be in-line with the government vision of Singapore as an ‘Intelligent Island’ with 24/7 availability of e-government services.

HDB is more susceptible to complaints if its services are unsatisfactory than a private sector organisation might be because of its island-wide coverage and high profile; so it emphasises customer satisfaction and regular customer feedback surveys. Tracking and responding to customer complaints is a critical business process of HDB. Complaints in the form of phone calls, letters, and press reports may concern housing, general facilities, parks and car parks. Co-ordination and communication between HDB departments and outside HDB is vital.

To meet its goals, HDB needs to use IT resources and skills effectively.

HDB first used computers in 1982 and now has over 100 applications. These include interactive TV, Internet-based and groupware applications (See Table).

Highlights include:

24hr homelink voice response system  dealing with 6000 calls a day;

Internet-based InfoWEB system providing information and services to customers;

Customer service portal to support call centre officers;

Integrated Office System supporting e-mail, document distribution, time scheduling and external links for 3000 users;

Computer-Aided Design for 300 workstations;

Direct links systems to partners such as Singapore Power and the Inland Revenue Authority.

According to HDB, IT planning is a continuous process. Plans are reviewed periodically as a response .to changing organisational needs and emerging new technologies.  In 1982, HDB originally used IBM’s Business Systems Planning (BSP) approach which provided a blue print for future IT growth. In 1985 an Office Automation study was undertaken. Later, a strategic IT planning study was conducted in which key HDB managers participated in an executive seminar. This resulted in a new strategic plan for IT, the objectives of which were:

1. To obtain HDB top management's directions, information needs and involvement, so that IT plans are in line with HDB's overall plan; 

2. To promote end-user computing so that the users will have better understanding on the use of computer in their daily work in their own department; 

3. To convince user-management that managing their data is part of their function.

In 1990, with the appointment of a new CIO, a large scale IS planning study was started which ran over a period of three years and was then subjected to yearly review. The first plan appeared in 1993.

HDB’s IS plan has two components: a macro-level overall IS plan which provides a framework for IT applications at HDB, and an IS Work Plan which deals with project planning and management. An annual IT planning exercise is conducted with the participation of all functional departments. Technology requirements and applications are prioritised. A work plan, which forms the basis for IT resource allocation, is then mapped out. The IS plan is directly derived from the business plan, and revised according to changes in the business plan. Business plans evolve according to government policies and real time data from customer and business partner surveys.

The IT department is divided into six sections (see diagram). Sections are divided into units and units are divided into teams. Decision making is decentralised to team level.

Quotes:

"In carrying out its role, HDB faces a few major challenges. The volume and variety of transactions we have to deal with is massive. We deal with data on over 650,000 households and close to a million units of property. We also face a unique challenge in having to cater to changes in government policies. All these call for a dynamic environment that can respond promptly and effectively. How do we achieve all these? Strategic exploitation of IT coupled with a robust IT infrastructure and a highly trained IT-enabled workforce is a vital key."  (CIO)

"A prominent characteristic of HDB as an organization is its high degree of internal dependencies and linkages. A crucial requirement for excellence in HDB is therefore teamwork." CEO.

"Our workgroup computing systems have made a great impact on the organization, touching almost all staff. They now have better and more convenient access to information, and they can communicate with one another more effectively as well." CIO.

"As far as my working style is concerned, I leave people a lot of room. I cannot put a tight string around anyone otherwise that person will lose his initiative very quickly and then we will not be maximizing his potential." Chairman

"ISD staff can never work alone. All successful IT implementations are backed by strong commitment from our top management and our user department management, as well as support from IT users and IT support staff in the departments." CIO





(from Teo and Ranganathan, 2003)
What are the IT resources, Competencies and capabilities of the Singapore Housing Development Board?

Discuss the role of IT management at HDB is establishing the IT capabilities.

IT resources alone do not guarantee sustainable competitive advantage suggest what additional business and human resources might be needed.

What might be the alignment issues in combining IT capabilities with the business and human resources?
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