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Chapter 3 

Understanding Business Strategy through IT 

 

 

he lines separating information technology (IT) and business strategy are becoming 

increasingly hazy in the current digital era. IT is now more than simply a tool for 

improving operational efficiency; it is a crucial component of corporate strategy, 

fostering innovation, growth, and competitive advantage. The relationship between corporate 

strategy and IT is examined in this chapter, with a focus on how companies might use technology 

to further their strategic objectives. 

 

 

Establishing a Business Plan 

 

          A company's plan for accomplishing its objectives and maintaining a competitive edge in 
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the market is referred to as its business strategy. It includes choices on the distribution of 

resources, positioning in the market, and value generation. Three key questions are addressed by 

a solid business plan: 

 

What is the goal of the organization?  

How will it accomplish its objectives?  

What distinguishes it from rivals?  

 

How IT Has Changed Business Strategy 

IT has evolved throughout the years from a cost center to a strategic asset: 

 

1960s–1980s: Information Technology as a Support Role Payroll and accounting were the 

main back-office functions that IT supported. It played a very small part in strategy. 

 

1990s–2000s: IT as an Efficiency Facilitator IT began facilitating cost savings and process 

enhancements with the emergence of corporate systems like ERPs and CRMs. 

 

2010s to the Present: IT as a Strategic Driver from the by facilitating innovation and 

expansion, technologies like artificial intelligence (AI), big data, and cloud computing have 

made IT a crucial part of corporate strategy. 

 

The Influence of IT on Business Strategy 
 

          There are several ways that IT affects corporate strategy. The following are the essential 

dimensions: 

 

Strengthening the Competitive Edge 

 

          By enhancing its goods, services, and procedures, technology can help a company stand 

out from the competition. Among the examples are: Data analytics: To estimate demand and 

maximize inventory, retailers employ predictive analytics. AI-Powered Personalization: By 

offering tailored suggestions, streaming services such as Netflix improve customer experience. 
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Facilitating Innovation 

 

          Rapid prototyping, testing, and scaling are made possible by IT, which promotes an 

innovative culture. For example: 3D printing speeds up the manufacturing process for new 

product development. IoT: Promotes innovation in sectors like logistics and healthcare. 

 

Encouragement of International Growth 

 

          Businesses may quickly enter new markets by providing localized experiences without 

requiring a large physical infrastructure thanks to cloud computing and digital marketing. 

Enhancing Decision-Making Organizations can make well-informed strategic decisions thanks 

to data-driven insights. Among the examples is: Customizing marketing tactics for particular 

populations is known as customer segmentation. Using predictive modeling to identify and 

reduce hazards is known as risk management. 

 

Improving Agility in Operations 

 

          Organizations can quickly adjust to changes in the market thanks to IT. For instance, agile 

approaches enable companies to quickly change their approach. 

 

Structures for Matching Business Strategy with IT 

          Businesses must integrate IT with their overall strategy to optimize the return on their IT 

investments. This alignment can be facilitated by several frameworks: 

The Model of Strategic Alignment 

 

           This paradigm, which Henderson and Venkatraman created, aims to align four important 

domains: Markets, objectives, and value propositions that make up a business strategy. IT 

strategy: The capabilities and infrastructure of technology. Business processes include internal 

procedures and frameworks. IT processes include governance and operations. Bidirectional 

alignment, in which IT both supports and propels business strategy, is emphasized by the model. 

 

 

Analysis of Value Chains 

 

          This framework, which was put forth by Michael Porter, lists the following activities 

where IT can add value: 
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• Utilizing supply chain software to optimize inbound logistics. 

• Improving customer service using chatbots driven by AI. 

 

The Equitable Scorecard 

 

         Incorporating IT metrics into the company's performance evaluation framework 

guarantees that IT supports learning, process, customer, and financial goals. 

 

Business Models Driven by IT 

 

          IT makes it possible for previously unimaginable business models to emerge. Here are a 

few instances: By connecting supply and demand through IT, businesses such as Uber and 

Airbnb generate value without possessing tangible assets. SaaS (Software as a Service) 

businesses and streaming platforms depend on IT to generate recurring income through 

subscription models. 

Thanks to sophisticated IT infrastructure, companies like Google and Facebook can collect and 

monetize user data to make money. 

 

Case Studies: Using Technology 

          Walmart's cost leadership in retail is made possible by its use of IT for supply chain 

efficiency, real-time inventory management, and predictive analytics. Tesla automobiles are as 

much platforms for technology as they are automobiles. Tesla has a competitive advantage in 

the automotive sector thanks to over-the-air updates and sophisticated data analytics. Zara 

leverages IT to shorten lead times so that stylish clothes may be produced and delivered 

quickly. A key component of its strategy is its supply chain, which is powered by IT. 

 

Difficulties in Including IT in Business Plans 

 

           Notwithstanding its potential, strategically utilizing IT presents certain difficulties: 

Investments in IT can be costly. Cost-benefit evaluations are necessary for organizations to 

defend expenditures. Workers could be reluctant to embrace new technology. Clear 

communication and extensive training programs can assist get past this. Being dependent on IT 

makes one more vulnerable to cyberattacks. Regular audits and strong cybersecurity measures 

are crucial. IT strategy can soon become outdated due to the rapid pace of technological change. 
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Companies need to stay flexible and keep their IT roadmaps up to date. 

 

How IT Will Shape Business Strategy in the Future 

As new technologies acquire traction, IT's influence on company strategy will only increase: 

i. Artificial Intelligence: With its ability to provide hyper-personalization and predictive 

insights, AI will play a key role in strategic planning. 
ii. Blockchain: In sectors like finance and supply chain, distributed ledger technology will 

revolutionize transparency and trust. 

iii. Quantum Computing: When it becomes economically feasible, quantum computing will 

be able to handle challenging issues that conventional computers are unable to, opening 

up new tactical possibilities. To stay ahead of the curve, businesses need to actively 

investigate and test these technologies. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


