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INTRODUCTION

Electronic business (e-business) has heralded
many new opportunities for business organiza-
tions through the expansion and enhancements
of their markets, and the extension and broad-
ening of their supply chains. Broadly stated,
e-business involves the exchange (i.e., buying
and selling) of products, services and informa-
tion via computer networks, including the
Internet (Kalakota & Whinston, 1996). Infor-
mation technology (IT) has enabled organiza-
tions to develop strategies centered on an
e-business mode and implement radical
changes to the way they conduct business. In
one such ambitious instance of e-business, vir-
tual alliances allow organizations to pool their
resources for both economic gains and exten-
sive market reach. Recent developmentsin the
airline industry exemplify this concept, partic-
ularly the Star and One World alliances.
Rather than one company expending and risk-
ing its resources to enter new markets, airline
companies have joined together in cooperative
alliances to offer seamless travel services that
benefit both them and the travelling public. IT
has been the underlying enabler that has
allowed this successful horizonta integration
of market members to flourish through the
electronic exchange of information. The alli-
ance also requires members to coordinate, and
set a common standard of practice and perfor-
mance for their business processesto ensureits
success. Similar success has been achieved in
their vertical integration. For example, tickets
may be purchased through retailers, such as
Orbitz and Travelocity.com. Thus, the Internet
and all of its associated IT have changed the
means for conducting business in the form of
e-business.

IT can be a powerful tool that enables orga-
nizations to gain an unprecedented strategic
competitive advantage in their markets. As
cited in the case of American Airlines and
Sabre in the 1980s (Copeland & McKenny,
1988), technology proved to be an essential
element for a company to effectively compete
and reshaped the way business was conducted

in the travel industry. Without adopting the
same level of technology possessed by the
industry’s leaders, other companies could not
remain competitive. The U.S. Justice Depart-
ment later described this one-sided competi-
tive advantage as being monopolistic when left
in the control of afew. Thus, IT has the poten-
tial to radically change the business landscape.

Today, many organizations are finding
themselves in similar situations. Not adopting
an e-business model has placed them in precar-
ious and less competitive positions, relegated
to lesser roles in their markets. Yet, surviva
may require enormous investments in IT to
enable them to become e-business ready. Sim-
ply introducing IT and building an IT infra-
structure to support e-business may not
sufficiently ensure the longevity of the busi-
ness, though. Throwing moretechnology at the
problem may not necessarily be the answer.
Organizational aswell asindividual behavioral
adjustments must be considered. To reap the
rewards of IT and e-business, an organization
must seriously evaluate its structure and pro-
cesses (i.e., business, production, distribution,
etc.), and determine how it can effectively
integrate I T into them to achieve higher perfor-
mance |levels. Because the business models are
drastically different, moving from abricksand
mortar business model to an e-business model
often requires radical redesigning or reengi-
neering of its processes and structure. The
frameworks of Leavitt (1965) and Scott Mor-
ton (1995) indicate that changing an organiza-
tion's strategy or its use of IT will profoundly
affect its other areas. Hence, simply introduc-
ing Internet technologies does not by itself
ensure e-business success (e.g., Toys R Us).

In addition to organizational changes, indi-
vidual behavior changes must occur as well.
Severa key IT management studies strongly
suggest that the successful adoption of IT
requires implementing positive behavior
changes (Davis, 1988; Davis & Bagozzi, 1989;
Venkatesh & Davis, 1996, 2000). The absence
of implementing such changes could tifle the
transition; simply introducing IT does not
automatically lead to its adoption. Thus man-

——

&
| ®



\
* gjec3-4.book Page 377 Monday, December 23, 2002 6:46 PM

t

A Proposed Framework for Transitioning to an e-Business Model 377

aging the adoption of IT within the organiza-
tion may prove to be an essential step to
successfully adopting an e-business model.

Transitioning from a (traditional) bricks
and mortar to an e-business model poses sev-
eral serious challenges. To the organization,
e-business reflects a new business paradigm,
and represents a new IT-enabled business
model to which it must adjust into its current
methods and practices of conducting business.
Introducing new technologies poses few chal-
lenges that cannot be overcome through fur-
ther investments in technology. However,
further investments may have a limited effect
on solving the overall problem. In some cases,
it may magnify, exasperate or intensify the
problem (i.e., negative effects) as processes
become more rampant at a faster speed or iso-
lated. The greater challenges come from pos-
ing solutions in terms of e-business, and
adopting (i.e., adjusting practices and winning
acceptance) and integrating I T into an existing
structure with the vision that the organization
worksin unison. Thisrequiresintroducing and
committing to radical organizational changes
that will lead to reengineering, the breaking
from the old and the ushering of a new busi-
ness paradigm. Given the underlying strategic
motives of e-business (i.e., to effectively com-
pete, offer and provide non-duplicable services
to a broader market; maintain, enhance or gain
market share) and the adoption of IT, what
organizational challenges are involved with
the transition to an e-business model ?

This paper examines the transition issues
and proposes a model based on the MIT90
framework. To successfully transition to an
e-business model, What management issues or
factorsarecritical to thetransition fromatra-
dition to an e-business model ? What manage-
ment issues and factors are critical to the
adoption of 1T? What organizational design
changes are critical to ensure a successful
transition? Can the MIT90 be applied to help-
ing organizations with their transition to
e-business? The first section discusses basic
differences between traditional and e-business
models that |ead to the need for reengineering,

and identifies the changes that must occur
within the organization and among its people
with regards to the successful adoption of IT
and e-business. The presentation and discus-
sion of a proposed e-business transition model
based upon the MIT90 framework follows in
the second section. Five propositions are pre-
sented for further study of the proposed model.
If the propositions can empirically support the
model, support would be extended to the
MIT90 framework’s applicability to e-busi-
ness transitions.

E-BUSINESS AND REENGINEERING

Essentially, e-businessisabusiness model that
isenabled through I T. A business model repre-
sents a “clearly stated plan for adding eco-
nomic value by applying know-how to a set of
resources in order to create a marketable prod-
uct or service” (Mileset a., 2000). The model
should address the organization's future
growth through the devel opment of knowledge
(i.e., know-how) and resource acquisition. Tra-
ditional business models concentrate on the
physical acquisition of resources and the
placement of products and services. Their pro-
cedures, control mechanisms, reporting, man-
agement  structure, inter-organi zational
relationships, and application of IT focus on
ensuring the products and services are effi-
ciently moved from their sources to the con-
sumer. Various optimization models, methods,
and techniques characterize their operations
management aspect. Organizational functions
tend to be compartmentalized and frequently
run independently to optimize their perfor-
mance from the rest of the organization (i.e.,
silos). The models also assume the organiza-
tion's physical possession and placement of its
products and services, which requires it to
retain its own facilities to inventory and con-
tract with other businesses to transport its
products, or to directly provide its services.
Risk sharing between the organization and its
suppliers rarely occurs. IT's role varies from
simple computer automation to an enabler of
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internal integration through information shar-
ing. In some instances, IT extends beyond the
organization’s boundaries to provide the vital
links between the organization and its suppli-
ers to promote close working relationships
(e.g., Wamart).

With e-business, business models tend to
reorient the organization toward competing in
globa markets through electronic networks,
particularly the Internet. In contrast to tradi-
tional business models, information becomes
the primary resource. Thus, greater attentionis
placed on the exchange of information, lever-
aging the knowledge gained through the orga-
nization's interactions with its entities, and
subsequently, the integration and coordination
of activities, both within the organization and
with others. Business processes that focus on
optimizing individual tasks must be reengi-
neered to alow the organization as awhole to
leverage its information to better meet market
requirements, and take advantage of alliances
or partnerships that either help expedite the
delivery of goods and services, or enhance or
expand its markets. Thus, adopting an e-busi-
ness model involves introducing unprece-
dented changes to acclimate the organization
to operate in an IT-enabled and energized
environment, one that requires reengineering
the organization to better fit a different busi-
ness paradigm. Hammer and Champy (1993)
define reengineering as “the fundamental
rethinking and radical redesign of business
processes to achieve dramatic improvements
in critical, contemporary measures of perfor-
mance, such as cost, quality, service and
speed” (p. 32). An element essential to reengi-
neering is breakthrough IT, new technology
that supports the radical redesign and imple-
mentation of business processes.

The need for reengineering becomes more
evident with e-business. Because IT enables
and sustains these models, IT assumes a
greater role in the means of production. The
switchin rolesfrom I T supporting the business
to IT being the core of a business and becom-
ing the critica path of business devel opment
drives the paradigm shift (Earl & Kahn, 2001).

The survival of the organization now hingeson
how well it leverages its IT and knowledge.
This is particularly true with product and ser-
vice innovations that spur from the informa-
tion collected through business transactions
and interactions, and the organization’s accu-
mulated knowledge (Cohen & Levinthd,
1989, 1990; Hurley & Hult, 1998; Prahalad &
Hamel, 1990). The greater the organization’s
knowledge, either possessed internally or
through alliances, the greater its chances to
innovate (Cockburn & Henderson, 1998;
Cohen & Levinthal, 1990; Lane & Lubatkin,
1998; Lane et al., 2001) and survive. I T facili-
tates innovation development (Dewett &
Jones, 2000). For example, many e-business
organizations have recently turned to
I T-enabled customer relationship management
(CRM) systems to manage their interactions
with their customers, gain greater insights into
their (customers') needs, and remain competi-
tive (or gain a competitive advantage). CRM
helps attract, develop and maintain successful
customer relationships over time (Berry &
Parasuraman, 1991; Day, 2000), and build cus-
tomer loyalty (Kohli et al., 2001) through effi-
cient and effective two-way dialogues
(Peppers et al., 1999) by understanding cus-
tomer behavior, communicating ideas with
customers to influence their behavior and
launching innovative campaigns aimed at
retaining current and attracting new customers
(Kannan & Rao, 2001). Organizations must
leverage their knowledge (among other
requirements) for CRM to benefit from their
customer relationships (Massey et al., 2001).
To successfully and continually innovate, the
organization must be capable of sharing of
information and knowledge both within itself
and between it and its customers and suppliers
through the design of its processes and struc-
ture (Dewett & Jones, 2000). Thus, adopting
CRM means leveraging organizational knowl-
edge via IT. Yet, to benefit from CRM, the
organization must not only adopt IT, it must
also implement major organizational changes
that reflect its new direction. CRM along with
other intelligence gathering methods and tech-
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niques, such as data mining and knowledge
management, exemplify the e-business
model’ s information resource focus.
Transforming a bricks and mortar organi-
zation to an e-business involves reorienting its
practices and processes around the Internet.
For most organizations, the change manifestsa
radically different way of conducting business.
In this regard, El Sawy (2001) suggests that
reengineering is necessary for “rethinking and
redesigning business processes at both the
enterprise and supply chain level to take
advantage of Internet connectivity and new
ways of creating value” (p. 7). Furthermore,
reengineering changes enable and promote the
flow of information both within the organiza-
tion and with its supply chain partners. E-busi-
ness also means structuring the organization to
effectively and efficiently interact with others
viaan electronic marketplace, the Internet.
The transformation to an e-business model
will impact several areas of the organization.
As depicted by the MIT90 framework (Scott
Morton, 1995), an organization can be viewed
as being composed of five interrelated compo-
nents: management processes, structure, strat-
egy, technology, and individuals and roles
(Figure 1). Because they closely interact with
one another, changesto any of the components
will require changes to the othersto bring their

objectives and activities back into alignment.
The framework was originally developed to
guide organizations through their adoption of
IT as an organizational and strategic resource
from their computer automated environments
(i.e, data processing, automated reporting,
computer integrated manufacturing, etc.).
However, this was done in the context of the
traditional business model. The framework
recognizes IT as an enabler for organizations
to leverage their resources to achieve higher
levels of performance, and identifies parts of
the organization that will affect and be affected
by its adoption. Thus, it presents an organiza-
tion-wide (macro) view of IT adoption and not
its individual pieces. The robustness of the
MIT90 framework and itsfocus on I T-invoked
organizational change makes it very suitable
for organizations transitioning to e-business.
The framework’s key underlying assumption
is the paradigm shift introduced through the
adoption of a new organizational strategy and
IT. For the organization to benefit from the
shift, all its parts must be designed to work
together. The new e-business paradigm will
define how organizations must approach their
problems and develop their solutions, and in
many cases, the adoption of an e-business
model will usher in radical changesto the way
business will be conducted.

Structure

Strategy q

Management .
Processes

Technology

Individuals
and Roles

FIGURE 1
MIT90 Framework
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The framework underscores the importance
of the interrelationships among the organiza-
tional components and their co-alignment. For
example, to fully benefit from the adoption of
anew technology or paradigm shift, an organi-
zation must examine its management pro-
cesses, structure (lines of communication) and
people skills (individuals and roles), and if
necessary redesign them (i.e, implement
change) so they are consistent with and sup-
port one another. Otherwise, this becomes a
mere exercise in automating, rather than a
strategy to seize new opportunities. In the case
of e-business, this would be particularly appli-
cable to al components. The adoption of an
e-business model reflects a new business para-
digm and organizational strategy. The
IT-enabled business model directly affects
management processes, such as those linked to
the electronic exchange of information and
decision making, structure, and roles and indi-
viduals. For the organization to benefit from
the IT, both end-users and IT personnel will
have to acquire skills and knowledge that can
effectively manipulate (i.e., take advantage of)
that IT (Grover et a., 1999; Scott Morton,
2995). McKersie and Walton (1995) refer to
this process as the alignment between the orga-
nization's requirements (i.e, information,
communication, coordination, etc.) and its
capabilities. Others refer to this as co-align-
ment (Segarset a., 1998).

In presenting a similar four-variable frame-
work, Leavitt (1965) posits that changesto any
component will result in compensatory (or
retaliatory) changes in the others. His frame-
work shows the organization as acomplex sys-
tem of four interrelated variables: task
(strategy and business model), structure (com-
munication, authority and workflow), actors
(people), and technology (the means and tech-
niquesfor performing tasks and accomplishing
goals). The internal adjustments are critical to
ensure efficient coordination (Stoner, 1998).
Asin the case of reengineering, total redesign
of the organization may be required (Nwabu-
eze & Kanji, 1997). Neither framework offers

specific changes, only that change will ripple
throughout the organization.

Organizational and Individual Change

Often, technology changes in an organiza-
tion occur for two primary reasons. advances
in IT, and changes in the competitive market-
place (i.e., environment). They in turn impact
its business practices, and the organization will
consequently have to adjust itself to embrace
the changes. Advances in IT enable change
(i.e., adlow it to do something better) and lead
to changes in an organization’s conduct of
business. The size of the change (i.e., minor vs.
major) depends on the type of technology the
organization adopts and the objectives for
adopting it. Most organizations will initially
embrace IT through promises in efficiency
gains, usually stated as a reduction to the cost
of production (Scott Morton, 1995), or
increased productivity (Turban & Aronson,
2001). Over time, their use of a technology
matures and new opportunities are frequently
discovered through leveraging it. For example,
advances in network, database, and worksta-
tion technologies have led to reductions in the
cost of transmitting, retrieving and processing
information in the banking industry. By adopt-
ing these technol ogies banks have been able to
reduce the cost of processing a customer's
transaction through their networked automatic
teller machines (ATMs) compared to a
(human) teller. As they developed their IT
infrastructures and began placing ATMs in
stores, kiosks, and other non-traditional bank-
ing locations (e.g., airports, subway stations,
office complexes, etc.), banks were able to
increase their market presence, and sell conve-
nience to their customers and other banks (i.e.,
network banking). Although the cost of adopt-
ing newer technology proved to be a major
investment whose acquisition was difficult to
justify on cost reductions aone, IT played a
major role in enabling future opportunities as
banks learned to leverage it. Today, electronic
banking allows banks to extend their services
beyond the confines of a brick and mortar
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operation, and radically change their business
processes and structure. For example, custom-
ers may apply for mortgage and equity loans
online, and receive responses (including loan
amount, property lien, terms and contract) in
24 hours. Thus, when pushed to an extreme,
new I T can become the impetus behind organi-
zational reengineering.

When changes occur in their competitive
environment, organizations will often respond
by leveraging I T to seek itsinnovative applica-
tion to either enhance or enlarge the scope of
their products and services (Sprague &
McNurlin, 1993). In this case, the objective for
adopting newer technology would be to distin-
guish themselves from others in the market-
place or focus on specific market segments
that appear untapped or more profitable. How-
ever, they aso learn to leverage and reconfig-
ure their resources to gain more out of the new
technology. Thus, the adoption incites at |east
operational changes targeting efficiency
within the organization, if not a strategic
change. At the strategic level, new IT provides
the means for devel oping new corporate strate-
gies, such as vertical and horizontal alliances,
and virtual organizations, global organizations
that assume separate identifies from those that
comprise them (Scott Morton, 1995). Vertical
aliances consist of vertically integrated orga-
nizations working together as a single supply
chain. In contrast, horizontal alliances address
the need for global competition through part-
nerships.

In either case, whether advances in technol -
ogy or changes to the competitive environment
have occurred, the introduction of new tech-
nology requires people to change their behav-
ior. Without their change, the organization’s
plans may fail to reach fruition as people may
either refuse to adopt the new technology, or
not be aware of using it to its potential.
Because e-business represents a paradigm
shift, such change is eminent. Therefore, the
importance of implementing change cannot be
underemphasized. Lewin's (1947) theory of
change suggests that organizational driving
forces must overcome restraining forces before

change can occur. This involves unfreezing
(preparing for change), moving (implementing
change), and freezing (reinforcing change).
How an organization overcomes the restrain-
ing forces is critical for two reasons. First,
when improperly managed, change can leave
an organization in a no better situation than
before, in which case it defeats the purpose for
initiating change. People by nature will resist
change unless they can be convinced that they
can directly benefit or succeed from the
change (outcome beliefs) (Ajzen, 1985; Ajzen,
1988; Ajzen & Fishbein, 1980) and the energy
they exert to modify their behavior will be
minimal (self-efficacy beliefs) (Bandura,
1982). Davis (1989) theory of perceived use
indicates that users of IT will commit them-
selves to change only if they believe the effort
required to adopt the change (i.e., perceived
ease of use) isworth the gains they will realize
(i.e., perceived usefulness). These constructs
(outcome and self-efficacy beliefs) form the
conceptual foundation for the technology
acceptance model (TAM) (Davis et al., 1989;
Venkatesh & Davis, 1996, 2000). Also, once
initial impressions are formed, their level of
commitment (to change) will be difficult to
change (Ching et d., 1996). Thus, change must
be introduced in a positive manner for IT to be
used effectively in e-business.

Associated with the acceptance of technol-
ogy isthediffusion of IT. Based upon theinno-
vation diffusion theory, the acceptance of new
IT (innovation) may hinge on the assessment
and adoption of potential adopters which sub-
sequently determine adoption behavior in oth-
ers (Rogers, 1983). Individuals regarded as
potential adopters engage in information seek-
ing behaviorsto overcome uncertainty. In con-
trast to TAM, diffusion relies on the social
system of the adopters to communicate adop-
tion information to others who they influence.
Based on the relationship between innovation
characteristics and innovation adoption, five
key perceptions will influence an adopter's
decision to accept IT: compatibility (i.e., per-
ceived consistency with existing values, needs
and past experiences), relative advantage (i.e.,
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perceived advantage or improvement over the
former), complexity (i.e., perceived difficulty
to understand and use), trialability (i.e., degree
towhich it may be experimented with on alim-
ited basis), and observability (i.e., degree to
which the results of adoption are visibleto oth-
ers) (Rogers, 1983). The perceptions of com-
patibility and complexity are consistent with
Bandura's (1982) self-efficacy beliefs (i.e,
behavior modification) and Davis' (1989) per-
ceived ease of use while relative advantage
lends support to Ajzen's (1985) outcome
beliefs and Davis' perceived usefulness con-
structs. Trialability and observability provide
the opportunity to expose and demonstrate
IT-use by potential adopters to encourage oth-
ers. The study of Agarwal and Prasad (1998)
implies that the perceptions of early adopters
(in contrast to non-early adopters) will have a
greater impact on adoption. Therefore, care-
fully planning an adoption strategy that
embraces these five perceptions will greatly
enhance IT's successful adoption to propel
e-business. Other factors that influence the
adoption of IT include organization culture,
knowledge sharing and learning (Klempa,
1995; Wilkins, 1989).

Secondly, Osterman’s (1995) survey of
organizations adopting new IT reveals differ-
ences in productivity gains and quality
improvements when human resource policies
are supportive of the change. In many cases,
the difference between organizations with low
commitments to human resource policies, and
either low or high investmentsin new IT was
negligible. In contrast, organizations that pro-
vided employee support and training reaped
greater benefits beyond the change in technol-
ogy. Thus, adopting new IT not only focuses
on the physical changes, it requires people
throughout the organization to embrace
change. For an organization to fully profit
from the adoption of new IT, management
must effectively manage change through a
positive introduction and developmental sup-
port.

Moving to an e-business model requiresthe
implementation of strategic and IT changes.

Y et, for the organization to efficiently achieve
its new objectives and goals, it must examine
how it will integrate technology into its struc-
ture and processes, and how its people will
adopt and subsequently use the technology to
benefit the organization. Merely implementing
changes haphazardly or on an ad hoc basiswill
not lead to favorable end results. The immense
differences between the business models set
forth major changes to the way business must
be viewed and practiced, particularly in man-
aging information as the primary resource,
leveraging information and knowledge to gain
competitive advantages, and connecting to
markets viathe Internet. Transitioning requires
taking aholistic view of the organization, care-
fully planning the changes that must be imple-
mented, and understanding the impact of the
changes. This assessment will, in turn, trigger
the reengineering (redesign) of business pro-
cesses and the development of people skills
and knowledge. The MI1T90 framework identi-
fies the organizational components that are
subject to changes, and posits that the success-
ful adoption of 1T comes from their (i.e., com-
ponents’)  coordination  through their
aignment. However, the framework does not
suggest its applicability to e-business or indi-
cate the sequence of events that leads to suc-
cess. This study proposes a model based on the
framework to guide the successful transition-
ing from a traditional to an e-business model.
The strengths of the model are those it inherits
from the framework. The success of the model
will in turn support the framework’s applica-
bility to e-business.

REDESIGNING AN ORGANIZATION
FOR E-BUSINESS

For many organizations, transitioning to
e-business represents a paradigm shift, which
entails thinking and recognizing solutions in
terms of anew business model. The successful
transition from a bricks and mortar environ-
ment to e-business will require recognizing the
need for organizational change and carefully
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planning change among the i nteracting compo-
nents. An organization’s decision to enter the
e-business market reflectsitsleaders' visionto
improve the organization’s position by redi-
recting its resources to seize new opportunities
made possible through the advancesin IT. The
organization’ s strategy incorporatesthisvision
and its mission into a definition of what busi-
nessit isin and the image it wantsto project to
customers, suppliers, employees and stake-
holders (Anthony, 1965), the means by which
the organization’s goals will be achieved
(Ansoff, 1984), and the deployment of
resources (Hofer & Schendel, 1978). In
essence, it directs and formalizes the change.
To ensure the organization works together
toward achieving its redefined goals and
objectives as envisioned in its strategy, all
aspects of its operations must be synchronized
and co-aligned.

For the organization to successfully transi-
tion to an e-business model, changes to strat-
egy and technology must come first. These in
turn will direct the compensatory changes that
need to occur in the other components to bring
all components into co-alignment. Histori-
cally, management’s vision and strategies fre-
quently determined the technologies the
organization would adopt. Today, this

Technology

Strategy

approach does not necessarily hold true. As a
major enabler, IT has the ability to reshape the
organization’s future, and influence or enable
strategy. It can be used to recognize and seize
new opportunities. However, 1T aone cannot
achieve performance gains (McKersie & Wal-
ton, 1995); the two components must work
together: advances in IT open new opportuni-
ties and management puts forth a vision that
sets direction. Figure 2 depicts the proposed
relationships among the framework’s compo-
nents. It suggests that the technology and strat-
egy components will determine the structure,
management processes, and individuals and
roles. For this matter, a resource-based strat-
egy will draw upon the organization's
resourcesthrough all its componentsto capture
a sustainable competitive advantage (Barney,
1991). The successful exploitation and lever-
aging of IT for competitive advantage will
depend on other facets of the organization as
well (Wilkins, 1989), not just the ownership of
technology (Barney, 1991). Given thisrequire-
ment, the strengths of the proposed model are
those it inherits from the framework, particu-
larly the interrelationships among its organiza-
tional components that maintain a balance or
equilibrium through alignment among the
organization’s functions and activities (i.e,

Structure
Management Sul;:ce_ssful
Processes “busIness
= model
\
Individuals

and Roles
T /

FIGURE 2
Research Model
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changes to any of the components cause com-
pensatory changes within the others). There-
fore, this study proposes that only after all
components are co-aligned will a successful
e-business model emerge.

The adoption of an e-business model marks
a mgjor change in direction for the organiza-
tion, one that places it into intense technol-
ogy-facilitated or -enabled global markets via
the Internet. Enabling the e-business model
will regquire new investments in and commit-
mentsto IT, especially in telecommunications
(i.e., network) and database technologies (i.e.,
resources). An architecture that recognizes the
strategic value of IT, aligns itself to meeting
the organization’s new information needs and
provides a presiding view of the current and
future deployment of IT must be adopted, and
operationally support through an infrastruc-
ture. Theinfrastructure must be capable of ren-
dering the network, Internet technologies and
IT accessible and usable throughout the orga-
nization since these are the fundamental tech-
nology components of e-business. More
importantly, though, the infrastructure must
not only support the information needs within
the organization, but it must also be capable of
extending beyond the organization and inter-
facing with external entities in busi-
ness-to-business (B2B) and
business-to-consumer (B2C) interactions.
Thus, introducing e-business IT to the organi-
zation represents an important initial step
involving acquisitions. However, adopting the
newer | T requires its integration with existing
technologies and successful  application
through development. Because changesto IT,
the IT architecture and the I T infrastructure are
believed to be a fundamental to e-business, all
organizations must commit themselves to at
|east this change. They will impact the capabil -
ities of the other components.

Proposition 1: Adopting an e-business
model requires magjor changes to an
organization’s T, IT architectureand IT
infrastructure.

Management processes are those processes
that ensure the orderly and efficient production
of goods and services, and embody the organi-
zation's policies to ensure the appropriate
methods are applied in carrying out its activi-
ties (Porrass & Robertson, 1995). In a bricks
and mortar operation, management processes
tend to be isolated and disconnected from
other processes. Often, they focus on perform-
ing a single task efficiently with less concern
for other tasks or production as a whole. The
situation worsens when external entities, such
as suppliers and partners, or multiple facilities
areinvolved (in the production). This problem
may be attributed in part to ingtitutionalized
(organizational) silos (i.e., independent opera-
tions) that promote self-sufficiency in func-
tional areas, bureaucracies, and the lack of
information flowing between processes (i.e.,
information sharing).

In contrast, e-business models emphasize
coordination and cooperation. The organiza-
tion needs to be designed to respond expedi-
ently to unanticipated opportunities and
sudden changes to its target markets. IT
becomes the means for quickly transferring
vital information between business units, and
thereby enabling managers at the lower levels
of the organization to assume greater authority
over key decisions and coordinate their tasks
with other managers at their level. Essentially,
IT enables these managers to make the deci-
sions that are not only consistent one another,
but consistent with the goals and objectives of
the organization. Discernible boundaries that
once separated the activities of departments
become less apparent. The same applies to
interfacing with external entities, such as sup-
pliers or buyers. With e-business, management
processes will need to be reengineered to sup-
port integration and coordination through IT.
Information shared among business units and
external entities allows their processes to be
consistent with one another, and the organiza-
tion to project asingleimage.

Proposition 2: Organizations that success-
fully transition to an e-business model
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will have reengineered their manage-
ment processes.

Structure specifies the formal line of com-
munication, acts to control, integrate and coor-
dinate work activities, and defines the
alocation of work roles (Child, 1972; Porrass
& Robertson, 1992). E-business will require
business functions and departments within the
organization to cooperate and coordinate their
efforts through continuous communication.
The careful orchestration of efforts minimizes
their duplication and helps ensure the overall
quality of the product or service. Theimpact of
I'T on structure can produce information syner-
gies and efficiencies that result in performance
gains through pooled resources, innovation
and collaboration across organizational bound-
aries (Dewett & Jones, 2001).

In contrast, traditional organization struc-
tures are hierarchical and often built along
functional lines. Their lines of communication
follow the same pattern and tend to be one
way, from thetop down. Information isfiltered
and modified as it makes its way through dif-
ferent levels of management. With the e-busi-
ness model, organizations must have the
built-in flexibility to move swiftly toward cap-
turing new opportunities, react quickly to
shifts in the environment and respond
promptly to their customers' needs. Communi-
cation also needs to be bi-directional and
cross-function. Innovations that occur at the
lower levels of the organization must be recog-
nized and acknowledged by upper manage-
ment, particularly if they can become
resources and be incorporated into its strategy.
At the same time upper management must be
able to direct the organization to function as a
single unit through its vision and encourage
innovation. Cross-function communication
ensures innovation success since it focuses
everyone toward a shared understanding of
requirements (Lynn, 1998). As in the case of
management processes, organization struc-
tures must facilitate expedient communication
among business units and their managers
through IT. With the e-business, speed defines

success and getting the right information to the
right person at the right time becomes more
critical.

The roles that are assigned to individuals
interrelate with one another in the course of
organization learning to form its knowledge
(Simon, 1991). “Roles tell organization mem-
bers how to reason about the problems and
decision that face them: where to look for
appropriate and legitimate informational pre-
mises and goal (evaluation) premises, and
what techniques to use in processing these pre-
mises’ (pp. 126-127). Knowledge, especially
when it is unique, not duplicable, imperfectly
imitable or non-substitutable, is critical to the
survival of any organization asit sustains com-
petitiveness (Barney, 1991; Johannessen et al.,
1999; Peteraf, 1993), and promotes innovation
when leveraged (Cohen & Levinthal, 1990;
Hurley & Hult, 1998; Lynn, 1998). The orga-
nization's knowledge develops through learn-
ing, the communication and transfer of
information between its members, and
between its members and external sources.
Johannessen et a. (1999) note organizations
that are highly effective learners tend to be
innovative. Thus, the organization’s structure
determines the roles within it, and subse-
quently, its accumulated knowledge and abil-
ity to learn and innovate. Reengineering the
organization structure, therefore, serves two
important purposes: to improve its responsive-
ness and flexibility through expedient commu-
nication within the organization, and to
accumulate and leverage its knowledge to
ensure competitive success through innova-
tion.

Proposition 3: Organizations that success-
fully transition to an e-business model
will have reengineered their structures.

Important to the transition to an e-business
model is the successful adoption of IT through
the development of human resources. Individ-
uals and roles have major effects on the use of
IT. First, merely introducing IT by itself will
not produce gains; users through their actions
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will decide the success of the technology. The
adoption of an e-business model will require
the organization to retool its people with new
skills and knowledge so they may become pro-
ficient with the new technology and
acquainted with the new paradigm, acquire
human resources knowledgeable with the
e-business technology (i.e., create new roles),
and/or contract with another organization the
tasks of implementing and maintaining the
technology (i.e., outsourcing). Without organi-
zational development and change manage-
ment, the organization will experience an IT
bottleneck as users are unable to use the tech-
nology as it was intended and the transition to
an e-business model will fall shy of its expec-
tations.

The introduction and adoption of IT opens
two critical human resources management
issues. How does management get users to
accept the new technology? How does man-
agement encourage and facilitate its accep-
tance? TAM (technology acceptance model)
stresses that the use of IT will only succeed if
users (i.e.,, end-users, IT personnel) perceive
significant gainsin using it. Following Ajzen’s
(1985) assertion that self-appraisal of intended
behavior is the best predictor of subsequent
behavior, TAM suggests that users who com-
mit themselves to using (adopting) a system
after an initial exposure will follow through
(with their commitment) and use (adopt) the
system. However, the assessments and adop-
tion of early adopters will help diffuse change
throughout the organization. Thus, manage-
ment’s preparation and selection of users for
the transition to e-business will be a critica
factor to success.

Retooling users with new skills and knowl-
edge can be successfully addressed through
change management and organization devel-
opment (Castle & Sir, 2001). Whereas change
management oversees the transition (change)
from one state to another, organization devel-
opment (OD) places emphasis on developing
an organization’ s human resources to improve
organizational effectiveness through the inte-

gration of individual needs and the interests of
organization goals, resulting in greater organi-
zation effectiveness (Beckhard, 1969; French
& Bell, 1990). Change management includes
introducing change, reducing resistance, and
increasing support and commitment to the
change. Management’s commitment to both
change management and organization devel-
opment will ensure that users' activities and
contributions  will be supportive (i.e,
co-aligned) of the organization’s new strategy,
goals, and objectives. Directing vital organiza-
tional resources toward both will aso contrib-
ute to eventua user proficiency and
satisfaction, and further innovation.

Proposition 4: Organizations that success-
fully transition to an e-business model
will have successfully aligned their
human resources to the e-business tech-
nology.

The resources and energy placed into
implementing change reflects a cumulative
(total) effort and the commitment of top man-
agement. Many trade publications often extol
the virtues of BPR and warn of its failures.
They often cite as the leading causes for failed
reengineering attempts the lack of resources
committed to reengineering and plans that
restrict reengineering to a narrow subset of the
organization (i.e.,, myopia) rather than the
whole. Partial commitments of resources or
localized planning of an e-business model will
lead to the same failures or shortcomings (i.e.,
outcomes fell below expected performance
levels). For the e-business model to succeed,
al components of the model must experience
change to co-align them. Because the compo-
nentsin the model interact with one another, it
may be difficult to isolate and examine the
effects or associations between two compo-
nents. Also, when working together, the com-
ponents may produce a high level of synergy
through their interactions. Thus, the effects or
associations may be greater than their sum, and
other factors may be present.
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Proposition 5: The degree to which an
organization successfully reengineers
(redesigns) will influence its success
with adopting their e-business model.

For an organization to successfully transi-
tion from a traditional business model to an
e-business model, it must recognize and under-
stand their differences, and implement organi-
zational changes that will allow it to reap the
benefits and realize the advantages inherent to
the model. It must also adapt to the new busi-
ness paradigm underlying the e-business mod-
els, which will require it to view its problems
differently and seek solutions in an e-business
context. However, introducing such changes
will require organizational adjustments to
ensure the co-alignment of the five compo-
nents in the MIT90 framework. Only after
co-alignment has been achieved will the orga-
nization benefit from the transition.

SUMMARY AND CONCLUSION

Committing an organization to an e-business
model from atradition bricks and mortar busi-
ness model involves implementing radical
changes due to the differences between the two
models. While traditional business models
focus on the physical presence of the business,
e-business models are information driven. 1T
enables e-business, particularly through net-
work and I nternet technologies, and orientsthe
organization toward competing in global elec-
tronic markets; leveraging technology and
knowledge become more critical. With e-busi-
ness, the primary resource is information. To
successfully transition to an e-business model,
an organization must take a holistic view and
reengineer itself to fit the new e-business para-
digm. Using the MIT90 framework, this study
posits that change must occur in five areas
(components) for an organization to success-
fully transition to an e-business model: strat-
egy, technology, management processes,
structure, and individual and roles. It isimpor-
tant that change be planned and managed to

ensure all areas are not only changed, but also
co-aligned. Co-alignment leads to coordina-
tion of tasks and cross-function cooperation,
and allows the organi zation to reap the benefits
of the e-business model as envisioned by its
strategy. Without co-alignment, activities, and
tasks performed within a functional area will
not be supportive of the organization’s presid-
ing strategy, goals and objectives, and may
instead be counterproductive.

The model proposed in the study suggests
that the strategy and technology work together:
strategy specifies how IT will be used to com-
petitively position the organization and tech-
nology enables the organization to identify and
seize new opportunities. Once in place, these
components set the tone for change in the other
components. Reengineering management pro-
cesses and structure address the flow of infor-
mation and enable managers through the
organization to be consistent with their deci-
sionsand in their actions. Change management
and organization development play important
rolesto ensure people usethe new IT inaman-
ner that supports the organization. Only after
reengineering will the organization reap the
full benefits of e-business.

The model and the five propositions pre-
sented in this paper call for further study. If
empirical evidence can support the model,
support can also be given to the MIT90 frame-
work’s applicability to e-business. Extending
the value of the framework to e-business pro-
vides organizations that are transitioning from
a traditional to an e-business model an orga-
nized scheme to recognize, plan and manage
changes inherent to the transition. The major
objective of the framework will beto ensureall
functions are co-aligned after change has been
implemented for the organization to benefit
from e-business.
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