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Abstract

Connecting IS/IT strategy with business strategy/lbe&come a crucial issue. The level
of integration between business strategies reqakpknation of interrelationships, in
order to achieve business goals with the availeddeurces and markets conditions.
This research is a holistic examination of the trefeship between IS, business
strategy and marketing in ‘X’ Airlines. Marketing considered as core activity. The
research design involves qualitative method. Itecehe literature on IS integration,
a case study approach to understand 'how' and fwlging IS in ‘X’. The research
discusses existing frameworks, both theoretical amdctical, of IS strategic
integration. The results show that there are wiatips of traditional kind as back
office support of IS for business strategy and ratnig within *X’.

Keywords. Business strategy, Information systems/Informatiaechnology,
Integration, Marketing, Case study.

1 INTRODUCTION

Technology has a strong impact on many types ofistiies and it is an
important element in the economic field. Firms iar@igh competition in changeable
environments and face uncertainty, complexity idustry and global influences
(Turban et al, 2005; Chenhall, 2005). Organizatitiisk deeply about building
strategies to help them survive and grow, and matemn of activities, collaboration
and relationships may help them to achieve goashiiology is crucial. A study by
the U.S. Department of Commerce's Bureau of Econmofwmialysis showed that
information technology expenditure represented Il#dsan 5% of the capital
expenditures of American companies. With persopatputers, this percentage was
15% in the early 1980s, more than 30% in the eE380s and nearly 50% by the end
of the decade. Now businesses over the world penignspend more than $2
trillions a year on IT (Carr, 2003). Applegate e{E999) confirmed this in the third
era of the IT environment in the 1990s. They sugdes reasons for managing
technology as an integrated whole. Most IT applicet need a comprehensive
network of physical interconnections to develop jgets. The adoption of
technologies may be managed independently and cwelttome difficulties and cost
ineffectiveness. Pisello argues that managing mé&tion technology by aligning its
investment with core business goals is more importiaan before (Carr, 2003). IS
can be utilized to exchange information and knogtedn core activities such as
marketing (Zhang, 2005). In order to succeed, natiign needs to be measured.
Strategic performance measurement systems (SPM8&), & balanced scorecards
systems, can provide managers with feedback. Tdedlfack may show them the
connection between business activities and stegd@henhall, 2005).

2 BUSINESS AND FUNCTIONAL STRATEGIES
Strategy is an arrangement of activities to helganizations to deliver
services or products in a way that satisfies custenor users, who have objectives

Proceedings of European and Mediterranean Confezemcinformation Systems 20@EMCl S2007)
June 24-26 2007, Polytechnic University of Valen8ipain www.emcis.org



pg37-2

and constraints, or financial issues (importankedtalders). Strategy, by accident or
design, attempts to develop resources, reach samgetleliver services or products

(Haberberg and Rieple, 2001).

There are three levels of strategy: corporate,negsi and functional (Haberberg and
Rieple, 2001; Joyce and Woods, 2001). Corporatesty pertains in an organization

with more than one business. Its aim is to detegntive businesses that are suitable
for the organization and to link them to otherssiAgle business focuses on what to
sell and to whom and on competitive advantage. frameal strategy relates to every

activity within a business, and comprises markestrgtegy, operation strategy and

the like (Haberberg and Rieple, 2001). This stumufes on the marketing strategy,
as “X” Airlines is a single business and involveany functions of IT and marketing.

Haberberg and Rieple (2001) observe that moderlinesr have many
specialized functions, comprising reservations, ketmng, ticketing, operations,
maintenance, human resources, purchasing and ITketiag staff sell services.
Operational staff schedule flights and aircrew. hM@nance staff checks the aircraft.
Staff also provides training and qualifications. réhasing staff acquire flight
provisions. IT staff run computing systems andises; The business strategy aims to
integrate all functions and activities to add valoeusers. Flights should be on time,
with high quality and full services, to obtain ausier satisfaction. Any default
activities may cause customer dissatisfaction. Megsearchers (Grant and King,
1982; Hax and Majluf, 1984; and Haber and Schend®l78) indicate that
maximizing competitive advantage should be the doaf business strategy
(Henderson and Venkatraman, 1992), and every gcshiould have a target period
of time, mostly short term. Activities may vary acding to factors affecting future
business (Haberberg and Rieple, 2001). King (18¥&)tions that IS / IT strategy is a
functional strategy (Henderson and Venkatraman2)199

Earl (1996) suggests that there are three domaimsfarmation strategy, IS
strategy, which should be on demand and businégsndrgeneral management and
ownership. However, when identifiable business ompetitive strategy has been
established, IS strategy can be formulated. ITtesgsa is supply oriented and
functionally driven, IT professionals are more cinttors than managers, at
corporate or group level, where issues such aseffty, business unit integration and
corporate control find focus, and they formulategioal IT strategy. Finally,
information management (IM) strategy is more conedr with integration than
management issues such as responsibilities, nesdijos, roles guiding personnel or
functional actions and assessing subsequent pafm®n So, it contains control-
oriented components.

Two plans, the IT strategic plan and IS operatiguiah, are the concern of IT
strategy. The IT strategic plan is a plan that @mst a group of long-term goals.
These explain the IT infrastructure and major li8atives needed to obtain the goals
of the firm. There are three objectives to meet tiian. These are in alignment with
business strategy, providing for IT architectured agfficient allocation of IS
development resources among competing projectthéfanore, the mission of the IS
department is stated by the IT strategic plan. Thission focuses on three issues:
efficiency, effectiveness and competitiveness. Médale, the IS operational plan
consists of the mission of the IS function, theetfvironment, the objectives of the IS
function, the constraints on the IS function, thmplecation portfolio and resource
allocation, and project management (Turban etGfl52
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Strategic information systems (SIS) support the aoization through
integration with strategic goals and by the abildyclearly increase performance and
productivity (Haberberg and Rieple, 2001). Any I&stthe ability to significantly
change goals, processes, products or environmeatationships in which the
business is driven to obtain competitive advant@dgaberberg and Rieple, 2001,
Joyce and Woods, 2001).

3 ISAND MARKETING

Marketing focus has changed from mass and segmemtadketing to
customization (Turban et al, 2005). IT/ IS has ghhimpact on marketing and sales
(Applegate et al, 1999). There are three suggegtedps of relationships between
marketing channel systems and IT /IS. These artomgs relations, distribution
channels and in-store innovations, and marketingagament (Turban et al, 2005).
Parvatiyar and Sheth (2002) define customer relalipp management (CRM) as “a
comprehensive strategy and process of acquirin@inieg, and partnering with
selective customers to create superior value ferabmpany and the customer. It
involves the integration of marketing, sales, comto service and the supply chain
functions of the organization to achieve greatdiciehcies and effectiveness in
delivering customer value” (Parvatiyar and She®02 5). Many studies point out
that keeping customers may provide more sustainatepetitive advantage than
obtaining new ones, because it is less costly @ger and Sheth, 2002). This means
enhanced after sales service. A large number ofpaeaies use web technology as
support for product or service maintenance. Thits @ervice costs and increases
customer satisfaction (Applegate et al, 1999). CRbdhtains customer profiles,
prospective customer lists and marketing databasegh customization,
personalization, and advertising and promotions.tBere are many types of CRM
applications, such as customers facing applicationstomers touching applications,
customer-centric intelligence applications andmninetworking applications (Turban
et al, 2005). Electronic CRM (e-CRM) is also impmtt as 1T/ IS support. E-CRM
means using any electronic touch-points, for instaweb browsers and Internet, to
manage customer relationships (Turban et al, 2005).

Distribution channels and in-store innovations ways chosen to distribute
products or services. IT strongly supports distidou in some industries, such as
digital products and services (Turban et al, 20@s)oks, newspapers, music and
tickets for trains or buses, for example, are petglor services that can be found on
the Internet.

Marketing management is also supported by IT/IS #upported by building
applications that help to make decisions in mangpnganies. These applications
involve pricing of products or services, sales pergproductivity, sales force
automation, profitability analysis, sales analyaisl trends, new products, services
and market planning, and web based systems in mtiregk@ urban et al, 2005). All
the above applications and relations work on the ob supply and demand so as to
meet change in markets (Earl, 1996).

4 STRATEGIC ALIGHNMENT AND ISINTEGRATION

Management of information resources, in an efficeemd effective way, may
underpin the integration of IS / IT activities (E&996). This also may consider to
evaluate IT infrastructures (Irani, 2002).1t iscsthat IT / IS strategy must align with
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overall business strategy in any relevant way.I'B6|S and other activities work to
achieve the same targets. The main task of IT gti&eqgy is to create information
system applications which fit the goals and priesitof the firm (Turban et al, 2005).
Most surveys aim to handle important issues in miggalS functions usually
specialist and functional issues which may affeetdffectiveness of the organization.
How to achieve strategic advantage from IS / ITwho align IS/ IT strategy with
business strategy and how to organize IS/ IT fongti are examples of general
management issues, whereas how to plan and build ITS infrastructures is a
functional issue. Both management issues and fumaiti issues are strategic
management issues (Eral, 1996). IT / IS activiti@ge various impacts on industry
over time (Applegate et al, 1999). A study by Netional Computing Center (NCC)
(2003) on 420 firms showed that those concernel stitategic issues kept IT / IS
strategy aligned with business strategy (Turbaal, &2005).

Other researchers have also suggested that IS¢ part of the strategy of
firms, in accordance with IS/ IT roles. These rades administrative, operational and
competitive. The scope of IS/ IT automation is gigant in accounting and control
functions (the administrative role). This role rega the deployment of an efficient
IS / IT platform for administration and control exding the strategic management of
the organization. The operational role is as cotepés the administrative role. It
creates and deploys technology within the orgamizaénd this in turn helps to
achieve capability in automating the business @eee of the administrative
activities. The deployment of IT infrastructuretii® requirement in this role. It helps
in selecting the business strategy. The competitoke focuses on efficiency. This
means increasing the capability of IT / IS attrdsutto achieve new sources of
competitive advantage in the market by deploymémieav IT / IS applications. This
role has a significant impact on organizationalngfarmation (Henderson and
Venkatraman, 1992). It supports the organizatiofitabto increase the IT/ IS
capability.

5 RESEARCH METHODOLOGY

The phenomenon of IT/IS relationships is a stratéggue. This means that it
relates to business strategy. There are many diorenssuch as managerial,
behavioural and technical, to cover. The resuthefpositive relationship requires the
fit of IT/IS strategy with business strategy. Thualere is a need to understand
integration issues using the how and why questiand,to understand the factors that
may affect integration (degree of measurement m&posing the what questions. So,
there is a need for case study strategy to be edgag

5.1 RESEARCH DESIGN AND STRATEGY

The case study is a research strategy in whichlifedll/IS might be studied
within an organization. A single case attemptstiols and focus on relationships. As
Chan et al (1992) say, ‘to obtain a rich and dethiinderstanding of strategy from
multiple viewpoints, consider the case studies istohical approaches’ (Chan et al,
1992 p: 194). The researcher must spend time enfild' to understand the issues.
The objective of this study is to investigate tivk Ibetween IT activities and the
marketing activities, within the company, regardthg importance of connecting IT
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strategy with corporate strategy within the envin@mt. This is accomplished by
interviewing managers and IT staff.

5.2 DATA COLLECTION
There were six interviewees, three from IT, namédg vice chief of

information systems for strategy, the system manéaescheduling and the system
manager for crew as the operational factor. Twamamgars were from marketing,
namely the manager of research operations in magkand the manager for pricing
and tariffs. The vice general manager for mainteaasf technical information was
from operational activity. There was also one witaw to collect some IT strategic
documents. Semi-structured interviews were usedadinohterviews were recorded
and transcribed for clarity. Then they were serth&interviewers to review them for
more validity. The maximum time for the interviewsss one hour and the minimum
was about fifteen minutes. All the data from théeimiews and documents were
linked together. The major analysis examined thegiomship between IT activity and
marketing activity from the interviewees' perspeassi

6 FINDINGS AND DISCUSSION FROM THE QUALITATIVE
METHOD

The analysis focuses on IT in relation to the copehts obtained from the
interviews, namely cutting of costs, integrationdaooordination of strategies,
centralization, flexibility, development methodojpg customer relations,
opportunities, culture, CIO relationships, and d&n

In general, the findings show that, there are imlahips between IT and
business strategy and performance and marketing.pdhcies and roles come from
strategy mission and vision. Implementation oftsyg in a successful way comes
from a good process of control. Those in controstunderstand the roles, policies
and business processes by creating logical appliatTherefore, it is important to
identify the core processes in the business thed hagical applications, to meet the
changes in environment, and to identify opportesiti This may also support
innovation. There are two additional points to dodrnese are standardization and
centralized or decentralized of management styleeyTare relevant to decision
making and innovation processes, which are cruniaesign structure. The more
centralized system leads to slow decision-makirgaA interviewee says, it makes it
difficult to meet changes, regretfully, he says “@an’'t have a person who can make
the quick decision in the suitable time in governinerganizations, for example,
decision is very slow". However, it supports thatcol process. High level decision—
making causes less flexibility, which is neededhi® change processes. So, there is a
need for stability between all these factors. Ther@ need for many systems such as
decision support systems and executive supportemgstor there is a need for
different levels of centralization. This is not asasy issue, because the
implementation of strategy differs from one orgatian to another. All these points
imply the integration of core activity applicatio@e high level of centralization and
standards limit the employees. This means thatlThstaff just work as technical
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support to other activities, because if there igianovation or hunting opportunities,
there would be different views from the differedtanistrative levels, at least, as one
interviewee says: "we haven’t reached these levdts.you know, the universal
progress is very swift, whether from the comparmédnformation Technology or
business. | don’t think that we have the level thit enable us to create something
new. Indeed, we attempt to reach what other conegdmve reached. We only import
the best that other companies have created. Wenhangached a stage that is
superior to companies abroad. We haven’t becomergupto them with what we
have created".

Application and deployment of IT strategy through lavels in the firm,
especially the administrative body, play a fundataemole in decision making
processes, and design of roles. They help the teaat up their own objectives and
measures to support the overall IT strategy. Whdapartment produces a result, not
the planned one, the instructions to take apprtpr&tion mostly come from top
management rather than from the same departmetgedi) strategies play a big role
in supporting research and development process@spmve services, operations,
tools used in communications, reports, notes anddibg a performance
measurement system, and evaluating the employeedormance. IT people,
however, can interact with other activities effeely. They aim to acquire
information and knowledge from internal and extésmurces to achieve high quality
business and build a formal system using datalzstseports. A system of this kind
can store information and knowledge acquired frapeéeence.

However, there is an important point in relatiopsbetween the CIO and
CEO. This relationship supports the strategy ofdd shown in the literature review.
From the findings, this may support the perviouscdssion ‘that support is
traditionally essential for survival’, because firen relies heavily on IT. When an
interviewee, asked about creating a competitiveaathge by IT, says, “it doesn’t
help really”, another one says, "It is a main parthe corporation. Support must be
24 hours by 7 available in the system. Informationst also be present, critical
information too, and other many things includingnzounications, the network, the
“X” network, the network connecting the airporteservation systems, transportation
systems, human resources systems, flight operatspere parts, the systems of
technical service and plane maintenance, all maistvailable in the IT system. These
are some examples. If IT breaks down for some rasjuhe whole corporation will
be affected, and so will the business centres. efbes, it is a very critical and
essential part in the business". One crucial pthiat needs to be mentioned is the
impact of IT on the firm's culture. As one intemwige says, "there is a culture between
sections. There are problems between sections.ti&@at the solutions as much as
we can. Nevertheless, we are only service providel the corporation’s sections.
Whoever wants the service, there it is. Sometimesneed to impose things through
the top management. Those are without exceptioitisput argument, something like
that. Things like that may always happen", so tigpsrt of CEO is very important to
IT applications.

Marketing activity is an important part in the ess strategy of “X”. This
activity has strong support from IT activity in nyaways, such as sales, customer
relationships and planning. The literature revieawers some points, such as
customer relationships, distribution and innovatiorarketing management, e-CRM
and change in markets against IT. The intervieth whie manager of pricing and
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tariffs explained the point of customer relatiopshi As he says, "No, not in our
society. [In our society] the customer does notehavdirect contact. Generally
speaking, there is no direct contact with the austd. But he mentions that there is
intent to increase CRM. He says, “ "Z” system iseample of CRM served by
database. This system provides the members witkfienvhen they do the flight
bookings. So, this system connects with the reservaystem”. He also mentions
that connections with customers continue afteirggthe ticket. A text phone system,
for example, reminds the customer of the flightatedand time. There is a new
system that helps customers to obtain their bogrdard automatically at boarding
points. There is also a web page that offers manyices such as scheduling flights,
flight times and services provided by “X”. Thereaiplan to introduce a system for e-
tickets. This system and the web page are a disiwib channel. Furthermore, the
most important support of IT to marketing is repagt because reports such as sales’
reports help marketers to know all the informatibat they need to make decisions
and plan. IT also supports flexibility and meeteigange. For example, when British
Airways stopped its flights to “A” country for ptlkal reasons, “X” had an
opportunity, and increased its market share. I'phé&bd schedule flights to meet such
opportunity. From these points, one may arrivehatfact that there is an important
relationship between IT and marketing activity withX”.

6.1 GROWTH MEASURMENT

This measure is crucial, as the corporate missido be a world class airline.
So, there are many points to account for in meaguie growth. The number of
passengers, for example, shows sales growth. Iri,20@&re were 12.8 million
passengers. This number increased to 13.5 millid2002, 13.8 million in 2003 and
15 million in 2004. Another area in sales growtlc@go. There were 235 thousand
tonnes carried in 2001, rising to 255 and 257 thodstonnes in 2002 and 2003,
respectively. In 2004, this number hit 280 thous#émmes. This may a part of IS
evaluation as has been suggested by Irani (20@2ause as more deep analysis may
support high level of evaluation.

7 RESEARCH SUMMARY

“X" Airlines was the research case study. Thera oncentration on IT and
its relationships with marketing. For this, thesaineed to know the business strategy
and how it integrates. As mentioned in the litetweview, there are many
frameworks that integrate the firm's strategiesl'&€&amework represents four parts
of IT integration. These are information systemfimation technology, information
management and organization strategy. A methodvmg interviews and strategic
documents were implemented for gathering the data.

The major findings express the hypotheses of treeareh. There are
relationships between IT activity and each of thesibess strategies with its
measurement of performance and, marketing actibity,this relationship sound as
support instead of innovation and creative whighiarportant for such industry.

71 LIMITATION OF THE RESEARCH

The most important limitation is the number of miew. This type of
research needs more time to collect data fromge laumber of employees in order to
know the main contribution of IT and more access.
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7.2 RECOMMENDATION FOR FUTURE WORK

This research investigated the relationship betw@eand marketing within
“X”. In other words it examined strategic issueslioth business and IT alignment or
integration. So, Future research could also consideman aspects of IT
implementations and practices in “X”, because tlaeea huge number of employees
who need to enhance their knowledge about IT amjibios, competitive advantage,
innovation and technical support. From the intemgeonducted, there is a difficulty
in understanding some relevant aspects of IT saéhreovation.

7.3 LESSONSLEARNT
In fact, some lessons were learnt:

* Implementing of project management skills is hdlphecause there
are a large number of projects, which need to beitored, in IT,
under its strategy. These skills can make the pt®jmore successful
and efficient by managing both time and resources.

* There is a need for more training and educatioessiens for senior
and middle levels of managers across activitieornter to reach
suitable skills of communication and the value 8f &s business
resource. To do so, there is a need for relatéS &s strategic point of
view.

* Implementing a methodology of IS development mappsut the
success of practical implementation, because isidens many points
from others' thinking, who may be rich in knowledayed have broad
points of views, as regards improvement. Implent@rtashould be
structured, built in a systematic way and undeditan of
circumstances and the environment.
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