Chapter 22 - The Economic Environment - Answers

Questions

· The economic environment of some organisation can be considered as a system. An economic system is the way in which a group of humans arrange their material provisioning. It essentially involves the coordination of activities concerned with such provisioning

· A market is a medium for exchanges between buyers and sellers

· An organisation’s economic environment is defined by activities and relationships between four main types of economic actors and the organisation: Competitors, Suppliers, Customers, Regulators. 

· Michael Porter defines an economic environment in terms of the following factors that involve interaction between the four main types of economic actors described above: Competitive structure of the industry, Relative power of buyers and sellers, Basis of competition, State of regulation in the economic environment, State of technological deployment in the environment, Whether the industry is growing, shrinking or stable. 

· An organisation takes up a particular position in a market defined by its activities and relationships with its competitors, suppliers, customers and regulators.

· The state of some economic environment and a firm’s position in it influences, amongst other things: which information systems the firm chooses to maintain, which information systems the firm chooses to strategically develop, the design of any information system, the adaptations an organisation makes to its internal information systems, whether an organisation chooses to develop an information system in-house or outsource its development to an external supplier, whether an organisation chooses to control the informatics service internally or outsource the informatics service either in whole or part

· The state of an organisation’s information systems may influence: What activities an organisation undertakes, the efficiency and/or the effectiveness of an organisation’s activities, relationships with suppliers, relationships with customers, relationships with competitors, relationships with regulators

· Many economic markets are now heavily reliant on the effective utilisation of information technology. Modern Western economies are information economies as is evident in indicators such as the growth of the IT sector and e-business and e-commerce
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