Markets and networks
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 Markets
— Within the organization
— Marketplaces between organizations
— Based on economic rationality




Markets
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 Main characteristics of perfect markets
(Hirschleifer):

— Perfect communication and access to information

— Instaneous equilibrium, “market clearing” price is
executed




Electronic markets
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 Impact of IT on markets (Malone, Benjamin &
Yates):

— Electronic communication; more information Is
processed at a lower price

— Electronic brokerage; more buyers and sellers can meet




IT impact on market structure
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e Vertical integration without ownership
 Reconstruction of distribution channels
 Extended market reach

 Improved logistics




Brokerage example: AMIS
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Industry value systems
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3 strategies to increase
m a r i n Informatics, Kai A. Simon

Margin = Value added - Costs

e [Increase the own share of the total value added
while reducing the other’s




Dalue chain e¥ample: Abba
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Networks
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e Flat, non-hierarchical structure

« Each part is depending on resources controlled by
another part

« Exchange of assets, sharing of burdens and
benefits




Networks & performance

Network
characteristics
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Operational
performance
objectives

Corporate
performance
objectives




IT as network enabler
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e Integration across the VAC

e Integration within functions

e Team support

e |T organization as integrated part




Collapsing the chain
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IT & virtual corporations
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 Opportunity based corporation, around a business
Idea

 Bridge time and space
e Shared resources




