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Top of Form

	


	Forum: Week 2 Discussions - Closed
	Times Read: 124 

	Date: Sun Jan 18 2009 17:53

	Author: Miller, Jim  <jmiller@dom.edu>

	Subject: W2D1 - Netflix and Blockbuster

	
 


	

	
	Both Blockbuster and Netflix are involved in delivering movies to customers. They have different business models.
1. Which company has provided a better return to their investors over the last five years? 
2.What source(s) did you use to answer the previous question?
3.What mistakes do you think Blockbuster has made (if any) and were these business strategy or information technology mistakes? (Cite any sources you used)
4.What mistakes do you think Netflix has made (if any) and were these business strategy or information technology mistakes. (Cite any sources you used).
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 98 

	Date: Sun Jan 18 2009 17:54

	Author: Miller, Jim  <jmiller@dom.edu>

	Subject: W2D2 - Enron

	
 


	

	
	Enron was a large and apparently very successful company that failed. Accounting scandals, ethical lapses and even employee suicides occurred. If you want further background information see (http://en.wikipedia.org/wiki/Enron) for an overview and (http://www.washingtonpost.com/wp-dyn/articles/A25624-2002Jan10_5.html) for a timeline of events

1.Search the Internet to see what you can discover about Information Technology at Enron. Summarize in one paragraph what you found and cite your source(s).
2.Do you think that Information Technology contributed to the failure or any of the ethical lapses at Enron? Why or why not? Cite your sources (if any).
3.Why do you think Enron collapsed?
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 74 

	Date: Thu Jan 22 2009 08:18

	Author: Fredericks, Brian  <fredbria@my.dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	1. Netflix (NFLX) stock was down approx. 21% over the last five years as compared to Blockbuster (BBI) which lost approx. 87% of its value during that same time period.  

2. My source data came from CNBC.com and bigcharts.com. 

3. I believe that Blockbuster tried to utilize second mover advantages by allowing Netflix to try out a new innovative way of doing business.  This allowed Netflix to gain market share and brand loyalty due to relatively good service and efficient processes.  Once Blockbuster changed their business model to mimic some of the successes of Netflix, the company had already fallen behind.  I believe Netflix also offers streaming video via the internet which also makes it a market leader.  Blockbuster’s made mistakes from both a business and IT standpoint.  They relied heavily on their bricks and mortar strategy which was becoming further outdated and they did not keep up to date on information technology as compared to the smaller, more nimble competition. 

4. I am unsure of a glaring mistake made by Netflix.  You could say they have become a bit complacent with their strategy early on while allowing Blockbuster to respond accordingly.  They have also allowed firms such as Redbox to utilize product placement and low prices in order to reach another market segment.  Netflix is now responding though.  They have partnered with LG on their new televisions so that the consumer can access movies in a new, innovative way.  I believe any mistakes made thus far for Netflix would be in business strategy.

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 53 

	Date: Thu Jan 22 2009 13:15

	Author: Hauser, Amanda  <Heaok711@aol.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	1. Which company has provided a better return to their investors over the last five years? 
Netflix is the clear winner here despite turbulant years for both companies. Netflix is currently down approximately 20% from 5 years ago while Blockbuster appears to be hovering around 92%.

2.What source(s) did you use to answer the previous question?
I used the compare tool on yahoo finance.

3.What mistakes do you think Blockbuster has made (if any) and were these business strategy or information technology mistakes? (Cite any sources you used)
I don't think generally that the two services are that different. I myself have netflix, but only because I got a trial code and cash back for signing up. However, I think Blockbuster tried too hard to capitalize on their brick and morter stores. This is primarily a business strategy since they were trying to take advantage of the sunk costs of their stores. Blockbuster seemed to forget that while having the option of running to the store to exchange movies is nice, it's not worth the premium I believe they charged to do so. After all, I signed up for Netflix to avoid having to go to the video store, and I have one very close by.

Recently, however, Blockbuster seems to have misidentified their competitors. They just launched an ondemand box that allows customers to stream movies over the internet. Netflix already offers a streaming service without having to install yet another box in the entertainment system. This new system from Blockbuster seems to be more akin to the OnDemand features offered by cable and satilite companies than the instand downloads offered by Netflix. Personally, I wouldn't install another device in my entertainment center if I didn't have to, especially when the technology already exists. However, the one benefit they do have over the Netflix instant download system is that the program is available on one's tv without requiring that one is able to hook up one's computer to the tv. In that way, they use the technology to be more versatile. This would be an example of a technological mistake. More information can be found where I found it here:
http://www.blnz.com/news/2008/11/26/Blockbuster_Takes_Different_Tack_On-Demand_5139.html

4.What mistakes do you think Netflix has made (if any) and were these business strategy or information technology mistakes. (Cite any sources you used).
The most recent mistake made my Netflix was the mailing glitch experienced in March of last year. This was a technology mistake, although it's unclear exactly what happened to cause the glitch in the first place. However, what happened after the glitch was not only an extremely fast use of technology to notify customers, but an extremely fast, and heartfelt apology and refund. A message was posted on the website and emails sent to each subscriber apologizing for the delay...before many of them even noticed there was a problem. Netflix then began working on fixing the problem and had it corrected by the end of the week. I think this is a great example of using technology to correct a technical problem and emerge with customer relations intact.
More information can be found here:
http://blog.nj.com/njv_linda_stamato/2008/08/the_netflix_technology_glitch.html
and
http://www.mediapost.com/publications/index.cfm?fuseaction=Articles.san&s=79320&Nid=40888&p=393517
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 52 

	Date: Thu Jan 22 2009 13:37

	Author: Hauser, Amanda  <Heaok711@aol.com>

	Subject: Re: W2D2 - Enron

	


	

	
	1.Search the Internet to see what you can discover about Information Technology at Enron. Summarize in one paragraph what you found and cite your source(s).
I found information regarding their real-time online energy trading called EnronOnline. Their new system made trading energy commodities easier and more efficient. It also made it easier to trade enery all across the nation in a way that was unavailable before its development.

2.Do you think that Information Technology contributed to the failure or any of the ethical lapses at Enron? Why or why not? Cite your sources (if any).
Information technology certainly contributed to the failure of Enron because it made it too easy to for their power to be abused. When they were artificially creating the California energy crisis they were using their real-time virtual network to do it. The technology and business model was too new at the time for outsiders to understand, making it easier for Enron to hide what it was doing for so long.

3.Why do you think Enron collapsed?
I think Enron collapsed due to greed coupled with the new technology and business model they created. One of the important facets to the implementation of new information systems is the ethical one. New technology makes it far too easy to conceal what is being done. That is why it's so important for those in charge of creating new technology to consider the ethical implications of what they're creating. Simply because we can doesn't mean we should.

Sources for all of the above answers:
http://query.nytimes.com/gst/fullpage.html?res=9E05E1D9153AF93BA15752C0A9649C8B63

http://www.time.com/time/business/article/0,8599,237028,00.html
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 44 

	Date: Thu Jan 22 2009 19:08

	Author: White, Gentri  <whitgent@my.dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	1. I think that Netflix has provided a better return to its investors than Blockbuster has.  

2. I used the case study in chapter 3 of the textbook to answer question #1.

3. I feel that Blockbuster made a few mistakes.  For example, if Blockbuster wanted to compete with Netflix they needed to have a more user friendly website.  I also think that Blockbuster tried to do too much at once.  Blockbuster should have focused on one thing at a time in order to effectively implement new programs.  Blockbuster could have first focused on improving its position in the brick and mortar industry by implementing some of the programs mentioned in the case study.  This would have allowed Blockbuster to determine whether it should move into the online industry, stay in the brick and mortar industry, or try to do both.  In my opinion, Blockbuster tried to move too quickly.  Blockbuster made a lot of risky moves at once and could have lost a lot of money.  I think that Blockbuster made business strategy mistakes as well as information technology mistakes.  The information technology mistake was with Blockbusters online system.  The business strategy mistake involved Blockbusters implementation of all these programs at one time which caused instability in the organization.  (I used the case study to answer this question).

4. Overall, I think that Netflix has done very well for itself.  From a business perspective, Netflix saves a good amount of money by not having to purchase, stock, operate, and maintain brick and mortar facilities.  From a customer perspective, the Netflix online system is very user friendly.  The only issue would be the down time from having to mail the DVD and wait to receive the next one.  If this is a mistake on the part of Netflix, then I would characterize it as a business strategy mistake as determining location is a business strategy decision.  

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 37 

	Date: Fri Jan 23 2009 00:01

	Author: Jackson, Laura  <ljackson@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	1.) I believe that Netflix, over the last five years has provided the better return to their investors, even though currently, the financials of both are not stellar.  This is because, unlike Blockbuster, Netflix has become a market leader in innovative distribution.

2.) I read a recent article on the two companies in Times Online from December 7, 2008.  http://technology.timesonline.co.uk/tol/news/tech_and_web/article5297821.ece
3.)  I think Blockbuster made several business strategy mistakes, most obviously, becoming complacent.  As new stores continued to spring up on corners across the country, Blockbuster failed to anticipate the demand of "on demand" and customization of entertainment.  These certainly became, additionally, information technology mistakes as they feel behind competition in ways of learning about their customers interests, making recommendations, providing improved access to products, and versatility in distribution.  Blockbuster went from being an industry leader in movie rentals to playing catch-up in the world of customized entertainment choices.

4.)  Netflix has done well with game and movie rentals, and phenomenal distribution by mail as well as newly "on demand" (Time Online).  Also, the customer review and recommendation process is very "facebook-like" and socially networked, which shows excellent use of dynamic content.  They are challenged with the preference list's arbitrary execution.  That is, perhaps you've chosen 20 films of interest, but when you are in a Jim Carrey mood, you might get a Emma Thompson film.  Blockbuster provides the ease of exchange through their storefront exchanges at no charge while Netflix is stuck by mail distribution.  Though, learning to improved on-demand rentals via download, etc., will keep Netflix leading the battle.  Netflix uses technology to reinvent the otherwise isolated experience of home movie-watching.  At this point, I believe Netflix's mistakes have been few, and their use of information technology to create new business strategies keeps them very competitive. (Netflix Versus Blockbuster: the War Continues, http://www.associatedcontent.com/article/126473/netflix_vs_blockbuster_the_war_continues.html?page=3&cat=40)

 

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 30 

	Date: Fri Jan 23 2009 01:38

	Author: Jearkjirm, Wannarat  <jearwann@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	1)     During the past five years, I think Netflix has been doing better job for their investors than Blockbuster. The evidence can be seen as stock price during the period.  In first half of 2004, they both seemed struggled, in second half 2004 Blockbuster picked up faster. However, by mid 2005 Netflix moved up and stand as leader.

2)     I answer the first question refering to information of stock price from Yahoo Finance : http://finance.yahoo.com/echarts?s=NFLX#chart2:symbol=nflx;range=5y;compare=bbi;indicator=volume;charttype=line;crosshair=on;ohlcvalues=0;logscale=off;source=undefined
3)     Actually they both should consider expanding their service channels. Apart from in store rental and mailing in envelope, downloading option and associating with cable companionship should be considered.  It would help them expand their market and in fact it is pretty much faster to get to customer and cost saving on their physical media equipment.

(http://www.inc.com/magazine/20071001/netflix-vs-blockbuster-what-would-you-do.html)

(http://online.wsj.com/article/SB117272195361923056.html?mod=mm_media_marketing_hs_left )



4)     It was claimed that Netflix feature only support Internet Explore which upsets others who used Mac OS, Firefox, or Linux. This problem might cause Netflix to lose this market. (http://www.fool.com/investing/general/2007/09/21/press-play-netflix.aspx ).

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 28 

	Date: Fri Jan 23 2009 09:02

	Author: Grundas, Charles  <cgrundas@gmail.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	1. Which company has provided a better return to their investors over the last five years? 

Netflix by far.  After reviewing fluctuations in stock price over five years, Netflix went from a price of 35.38 in February 04 to a price of 31.26 by January 09 (A change of -12%), and Blockbuster went from 16.29 to 1.41 over the same period (A change of -91%).  

Also the net income to share with common shares of stock show Netflix reporting $42 million, $49 million and $66 million from December 05 to December 07.  This nets $157 million in three years.  Blockbuster, on the other hand, reported a loss of $588 million in December 05, a loss of $85 million in December 07, and only $43 million gain in December 06. This nets a total loss of $630 million over three years.


2. What source(s) did you use to answer the previous question?

Yahoo finance (A combination of stock price overview and mild income statement analysis)


3. What mistakes do you think Blockbuster has made (if any) and were these business strategy or information technology mistakes? (Cite any sources you used)

Blockbuster was probably figuring Netflix would perform like the other dot.com companies in the late 90s.  Blockbuster allowed Netflix to sustain by not adapting to technological changes like internet sales.  Eventually Blockbuster tried to top Netflix by offering internet rentals, but allowed customers the option of going to a Blockbuster for a new rental.  I think Blockbuster waited too long to change and customers became loyal to Netflix services. 

The overall service of Netflix better than Blockbuster.  (I am a Netflix user so maybe I'm biased).  Netflix does allow you to hold on to a movie until you want to return it.  Blockbuster removed the late fees charges and now after the rental period expires, you own the movie.  If you want to give the movie back, the late fees are now restocking fees.  Blockbuster believes we can't tell the difference.


4. What mistakes do you think Netflix has made (if any) and were these business strategy or information technology mistakes. (Cite any sources you used).

Netflix has not made many mistakes yet, it needs to update some features.  The company needs to stay inventive and creative to continue success.  The new development of Netflix on XBOX 360 was a great add.  This allows people with XBOX Live and Netflix accounts to stream movies through the XBOX console.  The only minor issue is customers cannot access Netflix's internet site, from the console, to select rentals.  The customer has to go to his/her computer, select the instant video, and wait a loading time.  

PS>This bug probably will be fixed to compete against Sony's PS3 which allows movie rentals through the console.

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 30 

	Date: Fri Jan 23 2009 10:05

	Author: Guglielmi, Chantel  <chantelguglielmi@gmail.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	            1.  After reviewing Blockbuster and Netflix on Yahoo! Finance (by pulling up both ticker symbols) over the past five years and reviewing both charts compared to their 200 day and 50 day moving averages, it is clear that Netflix has produced a better return for its investors over these past years.  Netflix stock price did reach an extreme low around January 2005 but has been able to bounce back since then.  Blockbuster's stock price, on the other hand, has been on a steady decline over the past five years.  The good news for Blockbuster's investors is that there is nowhere to go but up at this point (today's close $1.42 1/21/09)!

 

2.  http://finance.yahoo.com/q/ta?s=BBI&t=5y&l=on&z=m&q=l&p=m50,m200&a=&c=
http://finance.yahoo.com/q/ta?s=NFLX&t=5y&l=on&z=m&q=l&p=m50,m200&a=&c=
 

            3.  Blockbuster has made both business strategy mistakes and IT mistakes over the past 5+ years.  Blockbuster owns over 5,000 stores across the US (http://en.wikipedia.org/wiki/Blockbuster_Inc.) that are largely located in expensive strip malls whereas Netflix maintains server farms and houses their inventory in 50 inexpensive warehouses (http://en.wikipedia.org/wiki/Netflix).  Blockbuster failed to change their business policies surrounding "late fees" which gave Netflix a tremendous competitive advantage.  From an IT standpoint Blockbuster got into the online streaming and mail based DVD rental space too late.  Blockbuster was sued by Netflix in 2006 for infringing on intellectual property based around how their web portal functioned and Netflix was awarded an undisclosed sum in 2007 (http://en.wikipedia.org/wiki/Netflix).  Blockbuster also failed to partner with a meaningful device company to stream their movies to their subscriber base.  Blockbuster partnered with 2Wire for the box top which costs $99 and still has a per movie download fee while Netflix's is free in conjuncture with one of their standard plans 
(http://www.pcworld.com/article/154545/the_blockbuster_settop_box_has_arrived.html).  Blockbuster has failed to build a usable IT infrastructure to support their download service and the business model surrounding this structure has turned off many customers that have since migrated to Netflix.

            4.  Netflix has made a few strategic mistakes in their business and have had a few service interruptions that resulted in dissatisfied customers.  As to their strategic mistakes, Netflix made the decision to partner with Microsoft to deliver their streaming movie to the Xbox360.  They failed to negotiate rights to stream Columbia Motion pictures films (owned by Sony) which resulted in Sony pulling their entire library off of Netflix's streaming service (http://i.gizmodo.com/5092705/xbox-360-netflix-streaming-drops-sonys-columbia-pictures).  This would seem to be in a direct response of Netflix not siding with Sony to stream movies to their Playstation3, but the situation was later resolved by renegotiating their contract terms.  Earlier in 2007 Netflix ran into an IT issue which brought the entire shipment system to halt for days (http://i.gizmodo.com/5037161/netflixs-shipping-systems-have-been-fubared-since-tuesday).  They did do the right thing and credit their customers account for the loss of service, but surely they had some angered customers leave.  One last strategic mistake that continues to exist is their policy to "throttle" or limit rentals to highly active renters.  This causes delayed shipping to their most active customers and other issues that will make for some unhappy customers (http://en.wikipedia.org/wiki/Netflix).

 

 

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 30 

	Date: Fri Jan 23 2009 13:39

	Author: Hauser, Amanda  <Heaok711@aol.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I agree with you. I think Blockbuster did try to do too much at once because they were scared of their new competitor. They had to respond quickly, but didn't take enough time to ensure that their product was on par with Netflix. I do not know enough about Blockbuster's program as I am a Netflix user, but I had heard that their service was far inferior to Netflix. I had also heard that their selection was smaller as well. Price-wise, they're basically identitical. These problems may have since been fixed, however, because of their hasty launch of the service, the first impressions are what have stuck with the service.

I do disagree with your assessment of the downtime for Netflix. I'm guessing you're not a subscriber. The turnaround time is really fast, usually one business day for the mail, but Blockbuster has that same issue unless you're using their instore exchange feature which I believe is limited to a certain number per month (unless you have the unlimited plan) and costs extra. In case the turnaround time is too long, Netflix also has the technology to do instant downloads without requiring a box like Blockbuster is trying to introduce. I believe Blockbuster has this too as they were at one time partnered with a movie download company. The service required payment for each movie however, unlike the mail-service.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 36 

	Date: Fri Jan 23 2009 18:37

	Author: De Silva, Virangi  <virangi@hotmail.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	1.      Which company has provided a better return to their investors over the last five years?

Netflix has provided a better return to their investors over the last five years.  Average return on equity in Netflix is 15.9 and average return on capital is 15.8 over five years, while average return on equity  in Blockbuster is -36.6 and average return on capital is -22.0 over five years. 

2.      What source(s) did you use to answer the previous question?

I used the, 

http://moneycentral.msn.com/investor/invsub/results/compare.asp?Page=InvestmentReturns&Symbol=NFLX and http://moneycentral.msn.com/investor/invsub/results/compare.asp?Page=InvestmentReturns&Symbol=US%3aBBI websites for the information. 

3.      What mistakes do you think Blockbuster has made (if any) and were these business strategy or information technology mistakes? (Cite any sources you used)

Blockbuster made a mistake in information technology by making different requirements for revenue recognition and inventory management in online and in-store video services.  

This made things complex to make its original goal of integrating the online and in store services.  Because of this even though they made $ 100 million costly investments on information systems to own online subscription service, they had lagged behind the Netflix.  

This is a clear example of how information technology mistakes could affect the performance of the business. 

I believe if Blockbuster could change the current technology system of different requirements of identifying revenue and inventory management then they would be in a better position to cut down the competition of Netflix in the areas of pricing and distribution in order to capture more market share. 
Also, they made a mistake in business strategy too by introducing the “No More Late Fees” campaign.  It was most costly change for the blockbusters faced financially.  They lost $250 million to $300 million in annual late fee revenue.
(Sources: I used the case study to answer this question) 
4. What mistakes do you think Netflix has made (if any) and were these business strategy or information technology mistakes. (Cite any sources you used).

I don’t see any mistakes that Netflix has made and believe so far it’s performing well in the industry.  But in the future Netflix would have to consider adopting video-on-demand (VOD) technology in order to survive in the industry. 
(Sources: I used the case study to answer this question) 

 

 
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 33 

	Date: Fri Jan 23 2009 19:50

	Author: Johnson, Clarence  <johnclar@my.dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	1. Which company has provided a better return to their investors over the last five years?

Over the past five years, Netflix has provided a better return to their investors.  The stock price for Netflix has almost been double the stock price for Blockbuster.  Also over the past two years, the stock price for Blockbuster has declined more than 80% compared to 20% from Netflix over the same timeframe.

2. What source(s) did you use to answer the previous question?

http://finance.yahoo.com/echarts?s=NFLX#chart1:symbol=nflx;range=5y;compare=bbi;indicator=volume;charttype=line;crosshair=on;ohlcvalues=0;logscale=on;source=undefined
3. What mistakes do you think Blockbuster has made (if any) and were these business strategy or information technology mistakes? (Cite any sources you used)

When I look at Blockbuster, I see the largest retail chain for DVD and video game rentals not the best online site to rent movies, to me it’s Netflix.  The one mistake I believe Blockbuster made was not entering the realm of online movie rentals sooner.   In the early to late 90’s, Blockbuster had a stronghold on the movie rental industry.  Everywhere you went, there was a Blockbuster and now more and more people are using the internet to rent or buy movies.  People are no longer going out to the store to rent movies anymore.  Blockbuster should have made strides to improve their IT systems because Netflix is now the dominant online movie rental site.

4. What mistakes do you think Netflix has made (if any) and were these business strategy or information technology mistakes. (Cite any sources you used).

Overall, I believe Netflix has done a great job in providing an innovative way of renting movies.  They have really taken information technology to a whole new level in the movie rental industry.  Because they use the internet as their sole contact to the customers, they spend no money in developing different locations.  Therefore, the money that would have gone to development and maintenance of facilities are now profits.

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 43 

	Date: Fri Jan 23 2009 21:08

	Author: McCarthy, Sean  <mccasean@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	1. Which company has provided a better return to their investors over the last five years? 

Over the past 5 years, Netflix’s has provided a better return to their investors than Blockbuster.  As of 1/23/2009- Netflix’s stock closed at $30.44 compared to Blockbuster which closed at $1.38.  Netflix's shares are up over 70% since falling below $18 per share last October. In 2008, Netflix was one of the stock market's best performers, gaining over 12% while the Dow Jones index's slide was 34%. (www.forbes.com)  


2.What source(s) did you use to answer the previous question?

www.finance.yahoo.com

http://finapps.forbes.com/finapps/jsp/finance/compinfo/Ratios.jsp?tkr=BBI


3.What mistakes do you think Blockbuster has made (if any) and were these business strategy or information technology mistakes? (Cite any sources you used)

During the 1990’s and into early 2000’s, Blockbuster was the leader in the movie rental business.  I believe blockbuster failed to change their business model which allowed competitors to take the lead in this industry.  To me, this clearly was an information technology mistake.  Like Kodak, which never capitalized on the new technology of digital pictures/cameras, Blockbuster seems to have missed the boat on the advancement of technology, the use of the Internet and subscription rentals.  It wasn’t until other companies began using new technologies did Blockbuster change their business model and not rely solely on movie rental stores and adapt to the use of the internet.  By that time, I think it was too late and Blockbuster has been playing catch up ever sense.  Just this month, Netflix announced, in conjunction with South Korea-based LG, to allow its customers to download movies to their TV sets from the Internet (marketwatch.com). To me, Netflix is a low-cost substitute to subscribing to premium cable television channels or heading out to Blockbuster or any other local movie rental store.


4.What mistakes do you think Netflix has made (if any) and were these business strategy or information technology mistakes. (Cite any sources you used).

I can’t seem to find too many articles about a poor business strategy or even information technology mistakes made by Netflix.  If there is anything to worry about is that it can’t become complacent in the movie rental industry.  It has to learn from Blockbuster’s mistake and continuously change their business plan to the adjust to the changing digital/technological advances in the market place.

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 26 

	Date: Fri Jan 23 2009 21:39

	Author: White, Gentri  <whitgent@my.dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I agree with you that Blockbuster should have entered the online industry sooner if they wanted to be competitive with Netflix.  I feel that Blockbusters business strategy hindered rather than helped their competitive edge.  Blockbuster tried to make too many changes at once which only created chaos in the organization.  I also agree with you that Netflix is operating at a whole other level than Blockbuster is.  Netflix had a better business strategy than Blockbuster and it has paid off for the organization. 
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 34 

	Date: Fri Jan 23 2009 21:45

	Author: Johnson, Clarence  <johnclar@my.dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	1. Search the Internet to see what you can discover about Information Technology at Enron. Summarize in one paragraph what you found and cite your source(s).

Enron provided a lot of online services to customers.  EnronOnline which was their commodity trading platform, EnronCredit which was the first global online credit department to provide live credit prices and enable business-to-business customers to hedge credit exposure instantly via the Internet, ePowerOnline which was the customer interface for Enron Broadband Services, and NewPowerCompany which was an online energy trading, joint venture with IBM and AOL just to name a few. (http://en.wikipedia.org/wiki/Enron)

2. Do you think that Information Technology contributed to the failure or any of the ethical lapses at Enron? Why or why not? Cite your sources (if any).

I believe information technology did contribute to the failure of Enron.  IT made it easy for Enron to hide their suspicious activities from the public.  And the fact that this type of activity was going on, to me, is freighting.  I believe that without the aid of IT, the collapse of Enron would have happened a lot sooner, which could have minimized the damage that affected so many people. (http://en.wikipedia.org/wiki/Enron_scandal)

3. Why do you think Enron collapsed?

I believe Enron collapsed because of the greed that Top-level management possessed.  They wanted to maintain the high level stock price of the company and that way they could collect those large bonuses.  The fact that they manipulated their financial statements and cheated a lot people out of their money shows us that Top-level management had no ethical or moral judgment.
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	As Gentri mentioned Blockbuster lost lot money because of it risky moves.  I believe Blockbuster’s most costly change was introducing the “No More Late Fees” campaign.  It was most costly change for the blockbusters faced financially.  They lost $250 million to $300 million in annual late fee revenue.  This is a mistake in their business strategy.  There second biggest expense was spending $100 million restructuring on their information system and not being able to achieve set results, because their information systems could not integrate the online and in store services as they expected. 
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	1. Enron was a corporation that made a lot of poor decisions leading to one of the biggest scandals of this generation. The company financially failed by repeatedly investing in ventures that did not generate cash flow. This, along with corporate greed, was probably what began the decisions to hide financial/accounting losses in offshore accounts. They also went against their core business, leaning towards becoming a dot-com business, suffering accordingly. Enron was also extremely lenient when it came to their security considering the amount of money from commodities they were trading online. Traders would write down passwords and leave them in obvious places or give them out freely to other personnel. They would also regularly engage in file-sharing programs such as Napster, jeopardizing security. Enron was hit hard by at least two different viruses. The company was running thousands of desktop computers, operating systems, servers, and software. Enron's network and systems management were custom built. Due to the Enron scandal along with other popular accounting scandals that were revealed around the same time, SAS 70 became the country's standard for auditing IT service providers. The program controls IT and related processes. 

http://query.nytimes.com/gst/fullpage.html?res=9E05E1D9153AF93BA15752C0A9649C8B63

http://localtechwire.com/business/local_tech_wire/opinion/story/1167578/

http://seclists.org/isn/2002/Mar/0066.html

http://www.commondreams.org/views04/1218-12.htm


2. I think that Enron having the capabilities to trade commodities online might have helped spark some of the immoral decisions that were made about trading. This being said, I do not think that it is technology's fault that the employees of the company decided to disregard the law and make immoral decisions. Technology did enable some of the illegal actions by helping the immoral employees find and exploit arbitrage trades that might not have been available in an older system of trading. Speed is key when working in arbitrage situations, and technology certainly allowed Enron employees to act faster to exploit these situations. People made the mistakes, bottom line. The technology worked for other companies that decided to utilize it properly and morally, which is proof that, when used properly, it is a great tool. The fact that Enron's compensation and rewards plan for the employees' performance promoted immoral behavior was probably more to blame for the demise of the company compared to the technology capabilities. 


3. There are multiple reasons why Enron collapsed. I could rewrite the following but it is perfectly phrased and I think it should be read:

"Enron was about accounting and securities fraud, and bad corporate management, but it was about much more than that. Enron's management failed. Enron's board of directors failed. Enron's internal audit function failed. Enron's external auditors failed. Enron's attorneys failed. Enron's commercial and investment bankers failed. The credit rating agencies failed. Wall Street's securities analysts failed. The business press reporting on Enron failed." http://www.allbusiness.com/government/3584995-1.html

I do not think that this response could be better written. It sums up all of Enron's true problems. Technology might have acted as another "enabler", but it technology capabilities were not the reason why Enron collapsed. The collapse was caused by the employees that encourages and enabled other employees to behave in the negative ways in which they did. The lack of morals and common sense of those employees destroyed the company.
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	Which company has provided a better return to their investors over the last five years?  
Clearly, Netflix has posted stronger returns for its shareholders. Consistent revenue streams and a lower expense base have generated positive income for Netflix.  Below are the following the key ratios:
Trailing 12M EPS Netflix: $ 1.19    Blockbuster: $0.18
Book value/share Netflix: $ 5.49  Blockbuster: $ 2.47
Operating margin Netflix: 6.39%  Blockbuster:  -0.73%
Return on common equity Netflix: 15.85%  Blockbuster: -15.77%
Historical stock trends:
3/2004 Netflix: $35.18 Blockbuster: $17.50
12/2008 Netflix: $28.66 Blockbuster: $1.26
2. What source(s) did you use to answer the previous question? Bloomberg Finance L.P. 

3. What mistakes do you think Blockbuster has made (if any) and were these business strategy or information technology mistakes?  (Cite any sources you used)
Blockbuster requires a separate in-store membership to participate in their Total Access program.  The inconvenience of having to continue or establish an in-store membership may be unattractive to potential users.  Additionally, the retail space is expensive for Blockbuster to maintain.  According to The GigaOM Network, Blockbuster has $2.4 billion due in rent.  Consequently, there operating margin is negative forcing them to either reduce expense or improve consistent revenue streams.

Source: http://gigaom.com/2007/07/31/blockbuster-vs-netflix-the-dvd-death-match/
Netflix provides a community feature that Blockbuster does not.  Netflix users can invite friends and family to view their queues list and recommend additional movie titles.  Currently, Blockbuster does not provide this option to its users.  This error in informational technology reduces Blockbuster’s user-friendly appeal.  With the increase in use of social networks today (i.e. My Space and Face Book), users seem to prefer on-line dialogue with friends and family where they have the opportunity to share a variety topics, in this case entertainment.  Furthermore, if friends suggest additional movie rentals, this could affect what monthly pricing plan users go with.  Therefore, this mistake can be costly.  
Source: http://reviews.cnet.com/4520-11445_7-6325775-1.html 831-1253
4. What mistakes do you think Netflix has made (if any) and were these business strategy or information technology mistakes. (Cite any sources you used).
Even though Netflix’s no return policy (business strategy) may appeal to users, this feature can also be problematic.  It could be difficult to manage inventory because of the peaks and valleys in demand.  In addition, customer dissatisfaction could result if movie titles on queues list are unavailable for extended periods of times.  With complex schedules, users desire instant gratification.  When users are able to sit down and watch a movie, they want it to be one that is at the top of their queues list.
Source: Case study in text
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	1. Search the Internet to see what you can discover about Information Technology at Enron.  Summarize in one paragraph what you found and cite your source(s).
In researching information technology at Enron, I found that Enron established EnronOnline in 1999.  This was the first online global trading system.  It proceeded to generate several other e-commerce websites.  
2. Do you think that Information Technology contributed to the failure or any of the ethical lapses at Enron? Why or why not?  Cite your sources (if any). 
 Although EnronOnline was seen as an impressive and unique tool, it contributed to Enron’s collapse.  According to “Enron was either buying, selling, or trading every transaction, the costs increased over time, and the systems were involved in the financial misreporting and other questionable financial behavior  that eventually led to Enron’s demise” (http://en.wikipedia.org/wiki/Enron).
However, ultimately, management information systems are only as good as the integrity of the people managing them.  So you can’t blame the system for what happened at Enron.  
3. Why do you think Enron collapsed?  
Enron fell because of their failure to accurately report the financial position of the company.  The ethics and greed of senior management drove them to manipulate system reporting.  Therefore, SOX 404 has come about to ensure data integrity.
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	1. Search the Internet to see what you can discover about Information Technology at Enron. Summarize in one paragraph what you found and cite your source(s).

Enron was originally just a natural gas and electric distribution company.  Over the years, Enron developed newer technologies, traded contracts for electricity and natural gas and, later, other products like rights to high-speed telecommunications networks and financial hedges against changes in the weather. The company’s technology provided for real-time availability of information used in trading commodities.  (Smartest Guys In The Room, by Bethany McLean and Peter Elkind)

2. Do you think that Information Technology contributed to the failure or any of the ethical lapses at Enron? Why or why not? Cite your sources (if any)

 

I don’t think Information Technology was the sole force behind Enron’s collapse.  De-regulation in the energy industry allowed the price of energy to be decided by competition instead of being fixed by government regulations. This allowed Enron to move away from just a gas/electric distribution company and enter into the energy trading business and also other technology businesses. Because of the success of these new ventures, Enron’s financial growth sky-rocketed.  In order to keep up with this growing rate Enron began to borrow money to invest in new projects.  In order to keep this debt off their earnings, Enron created partnerships to hide these debts.  These pseudo partnerships allowed Enron to seem much more successful than they actually were.

(U.S Senate Report on Enron) 


3. Why do you think Enron collapsed?

I believe Enron collapsed for numerous reasons. First and foremost was the corporate culture within Enron.  Combined with greed, accounting irregularities and lack of internal financial controls lead to the fall of Enron.
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	I agreed with Gentri’s and Clarence’s idea that Blockbuster should have entered into the online video service during 90’s at the time that they had a stronghold on the movie rental industry. They had a difficult time in facing the sudden competition from Netflix. As a result Blockbuster’s made some bad business decisions. One of them is launching the "No More Late Fees" campaign. Because of this they lost 250 million to $300 million in annual late fee revenue.
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	1. Search the Internet to see what you can discover about Information Technology at Enron. Summarize in one paragraph what you found and cite your source(s).

The reason why Enron extended their products and services in technology field is because of their financial situation. They attempted to create a reason for downing the stock price which is extremely higher than Enron’s true gains. They served internet based trading operation, high-speed telecommunication networks, online exchange for electricity and natural gas. In addition, they spend huge budget on its network capacity or bandwidth which never turned profit.
Source:http://query.nytimes.com/gst/fullpage.html?res=9E05E1D9153AF93BA15752C0A9649C8B63&sec=&spon=&pagewanted=2

2. Do you think that Information Technology contributed to the failure or any of the ethical lapses at Enron? Why or why not? Cite your sources (if any)

I think Information Technology contributed to only parts of the corporate failure. This IT part mainly concerning the problem that accounting system failed to represent the firm’s true condition. (CRS Report for Congress)

3. Why do you think Enron collapsed?

I think there are many factors for Enron collapsed. For internal factors, management team, broad members and employees ware all take certain responsibilities. The leaders were unwilling to face Enron’s true problems so the way they manage to solve problem was unethical, fraud their financial situations. Employees probably concerned as victims of the situation as well, however, while they were working in the corporation I believe at least someone should feel that something was not right and ask questions to their superiors. Regarding to external factors, Audit Company Arthur Andersen also played important role to the failure, did not raise questions and did not report debts and losses in financial statement.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 16 

	Date: Sat Jan 24 2009 18:33

	Author: Puvadolpitak, Prapaipit  <pizzanaja@yahoo.com>

	Subject: Re: W2D2 - Enron

	


	

	
	1. Enron had use Information Technology in many different ways and one of the most usuful tool that Enron has use it to lanch online service which is called EnronOnline. EnronOnline allow their customers to see their market price. Their clients is also able to buying, selling and treading in this website which is make all transaction process go faster and easier. 

2. Yes, I think so. Because technology nowadays, you can really get Idenity of someone very easily. Therefore, it is not very hard to hack into any systems at all. And it is very hard for everyone when they see money in front of them and decide to do not take it. 

3. In my opinion, one of the reasons that enron collapsed is because lacking control. One example it could be when there are too many transactions that occured by online quickly. It is very hard to checking in all those transaction which one is clean or fruad transaction in short period of time. It give a lot of opportunity of errors. Enron is such a big company, they need be more able to control and be strict to their system. Enron also let wrong people to handle a big job. Human resouce need to be a lot more strict when choose people to work with them.

Sources:

http://en.wikipedia.org/wiki/Enron#EnronOnline
http://www.hostedsolutions.com/media-center/press-coverage/information-technology-compliance-in-a-post-enron-world-welcome-to-sas-70.php
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	1. Obviously, Netflix were doing a lot better than Blockbuster.I have looked in their income statement for the last 5 years. Netflix net income always keep growing from 6.51 M. in 03 to 66.95 M. in 07. However, Blockbuster net income alwasy negative for the last 5 years.

2.http://moneycentral.msn.com/investor/invsub/results/statemnt.aspx?Symbol=BBI

3. I think Blockbuster did not beware of their competitors and did not improve their technology. I have seen that they offer online rental but yes you have to pay for membership fee (which is not cheap). Instead of spending their time and money on research and development, they spending time to raise the rental cost. One of major reason that I switch to be netflix customer is because Blockbuster raising their price! It was 3.99 and now 4.99. it seem like one dollar raise but you can rent 5 movies from the RedBox (cost $1 per movie)  Now who want to go back to blockbuster anymore?

4.  So far, I have not seen Netflix make any major mistake. They have using their information technology a lot more effective than Blockbuster. They also take first move advantage by providing redbox and encourage people to rent movie from online. A little comment that would like to make to Netflix is that redbox should have moive more available to customers. There are a lot of time that I go rent at redbox and they have no movie available.

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 22 

	Date: Sat Jan 24 2009 22:51

	Author: Thomas, Sarah D <thomsara@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	1. Which company has provided a better return to their investors over the last five years? 

It appears that Netflix has provided a better return to their investors over the last five years. Information on Yahoo Finance shows that the stock price in January 2004 was at $17.92, while the stock price in January 2009 hit $1.71. Furthermore, by analyzing charts for Blockbuster on Yahoo Finance, we can see that they have been experiencing a negative stock trend. 

Conversely, stock prices for Netflix have not reached the same lows as Blockbuster. While Netflix has experienced some price volatility over the past five years, they remain in a better position that their counterpart. In January of 2004, their stock price was at $68.02, while it sits at $29.51 in 2009. While these numbers would result in a capital loss if those shares were sold today, analysis of charts for Netflix over the last five years does not show the same negative trend as Blockbuster. This chart shows that the company is in somewhat of a neutral channel; however, it has not clearly broken out of the channel positively or negatively, with the exclusion of a down period around January 2005. 

Furthermore, analysis of their financial statements shows that Netflix has clearly been in a position to provide a better return to their investors. Netflix has a higher operating income of $91,161 on December 31, 2007, while Blockbuster had an operating income of only $39,100 reported. Net income shows that Netflix experienced a positive number; however, Blockbuster, unfortunately, sat at a negative net income. Finally, analysis of cash flows shows that Netflix has operated with greater levels of cash flows. 

2.What source(s) did you use to answer the previous question?

I used Yahoo Finance to answer the previous question. It offers information on stock prices, charts, as well as financial statements. 

3.What mistakes do you think Blockbuster has made (if any) and were these business strategy or information technology mistakes? (Cite any sources you used)

The research that I did showed two major mistakes that Blockbuster has made. These mistakes were found in an internet article entitled “Why Blockbuster Must Bring Back Late Fees” and written by Rick Marshal (http://seekingalpha.com/article/62983-why-blockbuster-must-bring-back-late-fees). The first mistake was the elimination of late fees from the Blockbuster business model in January of 2005. While the intentions of the campaign were successful in increasing in-store rentals, this initiative did not produce all-around positive effects. The elimination of late fees resulted in a loss of $250 million - $300 million annually and was not offset by the increase in in-store rentals. (Laudon and Laudon, 122). The result was simply a loss in annual revenue from the elimination of late fees. 

Furthermore, this was a mistake because it caused a decrease in the level of customer service that was being provided by Blockbuster. The elimination of late fees caused people to keep their movies for long periods of time, which resulted in new releases not being available when people wanted to see them. This problem was compounded by the fact that Blockbuster offered free rentals for movies that were guaranteed to be in stock; however, these movies were never in stock because there were no late fees! It seems that they created a problem and continued to make it worse! 

The second problem that was identified at Blockbuster is their pricing scheme. Simply put, they charge too high of a price to rent a movie. The article explained that Blockbuster should calculate optimal pricing by breaking down and analyzing the pricing scheme of Netflix to determine a price per rental. However, their current price may be driving customers to a lower cost and more convenient option in Netflix. 

Both of these mistakes have been business strategy mistakes. 

4.What mistakes do you think Netflix has made (if any) and were these business strategy or information technology mistakes. (Cite any sources you used).

Research on Netflix did not indicate many major mistakes that have been made. The only mistake that I could find was a technology glitch that occurred in August 2008. The glitch “caused delays in shipping DVDs to more than one third of its 8.4 million customers” (http://blog.nj.com/njv_linda_stamato/2008/08/the_netflix_technology_glitch.html). The problem was resolved by the end of the week, and customers learned about the problem in an email that was sent directly from Netflix. They were smart enough to understand that they should explain the problem directly to customers and apologize before word got out on its own and people started getting upset. Additionally, Netflix lowered monthly bills by 15%, which was a cost of $6 million to the company. However, the long term benefits to the company in regards to customer trust and loyalty. 

This mistake was related to information technology. It was a one-time problem, which was easily corrected and explained to customers. After reading the article, it actually seems like the glitch caused Netflix to establish a better relationship with their customers because they handled the situation well, explained it truthfully, and corrected it.
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	1.Search the Internet to see what you can discover about Information Technology at Enron. Summarize in one paragraph what you found and cite your source(s).
Enron utilized information technology through EnronOnline. This was “the first web-based transaction system that allowed buyers and sellers to buy, sell, and trade commodity products globally” (http://en.wikipedia.org/wiki/EnronOnline#EnronOnline). This site offered approximately 500 products, with the main commodities being natural gas and electricity. EnronOnline could have been a wonderful thing if the company had not been driving up their costs and incorrectly reporting their accounting realities. 

“However, EnronOnline spawned several other e-commerce websites including www.DealBench.com. DealBench is an acquisition and divestiture tool still operating today. As of 2007, Enron still operates the DealBench code under the name EnronAssets. Other Enron developed technologies include Commodity Logic, ClickPaper and EnronCredit” (http://en.wikipedia.org/wiki/EnronOnline#EnronOnline). 

2.Do you think that Information Technology contributed to the failure or any of the ethical lapses at Enron? Why or why not? Cite your sources (if any).
I would never presume to say that information technology was responsible for the collapse of Enron. Unethical actions were clearly to blame for the immense failures at Enron. However, I will say that I believe that information technology made it easier for the unethical people to cover up the truth of their financial records. Individuals chose to make Enron look more profitable than it truly was; and it showed profits where the company was losing money in reality (http://en.wikipedia.org/wiki/Enron_scandal). Without the use of information technology, I’m not sure that Enron could have been able to hide their losses, utilize mark to market accounting, or do any of the other terrible things that occurred. 

As we have read in the text thus far, the use of information technology impacts ethics on a constant basis. There are new methods for fraud, invasion of privacy, stealing, cheating, and other unethical or illegal actions. The advances that have been made in technology will require different regulations on order to protect users, consumers, employees, etc. New advances will require new ways of thinking and new types of regulation. Because of the way that technology allowed for these actions to occur, we can learn that courses in business ethics can be just as important as some of our other lessons. It is important that we learn to be ethical business students so that, if we are ever faced with situations like this, we are able to make ethical decisions, even in the face of tremendous wealth and power. 

3.Why do you think Enron collapsed?
I think that Enron collapsed due to the unethical decisions that were made by executives within the corporation. Individuals chose not to report debts and losses in their financial statements, while reporting profits and revenues as a result of their own special purpose entities (http://en.wikipedia.org/wiki/Enron_scandal). Personally, it boggles my mind to think that people could have created a collapse of this magnitude out of their own greed. After reading about what happened at Enron, I fail to understand how these individuals could have thought that their plan to hide the truth of their financials would be successful…… 

Furthermore after doing some research on Enron and the collapse, I have to question the regulation and ratings as well. Research reported that analysts struggled to find the profits and losses that truly existed in Enron. That being said, it seems like perhaps there needed to be more regulation or some harder action should have been taken against Enron to find the important answers to these questions. The responses that were continually given by the executives at Enron were clearly not sufficient, and they should have been pressured for proof and direct answers. Again, I fail to even conceive that people could be so greedy and ruin the lives of so many others in an effort to make money. While this greed and the collapse does not fall in the hands of the regulators and rating agencies fully, there needed to be more happening from their side of the conversations and explanations that were occurring.
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	1. Netflix seems to be the clear leader. Yahoo Finance divulges the important facts of the matter. Blockbuster's share price was $18.72 at Jan 26, 2004, falling to $1.38 in Jan 20, 2009. Comparatively, Netflix's share price was $38.31 at Jan 26, 2004, and has declined to $30.44 as of Jan 20, 2009. Even though Netflix did somewhat decline, the share price only fell approximately 20%, while Netflix experienced a steep loss in excess of 80%. 

Other financial indicators verify Netflix outperformance. Blockbuster has $16.6 M of NI available to common shareholders, while Netflix has $76.33M (current). 

2. Source – Yahoo Finance compare tool, as well as key financial data


3. Blockbuster has taken quite a hit in the past few years. While the Netflix rivalry has created a massive dent, its own risky business decisions take the spotlight. "No more late fees" takes the number 1 spot, serving as its biggest mistake. Not only did the strategy reduce revenues, but it drastically decreased its level of customer service. When I go to Blockbuster looking for a certain hot new release, I often get frustrated when its not there for the third time in a row...Since customers do not get charged any late fees, only receiving a phone call informing them the DVD is late, they don't return the new releases for a month, or at their leisure. As a result, the shelves are often depleted, as many movies are out of stock. Simply put, not charging late fees decreases customer satisfaction, lost $250 to $300 in revenue, and frequently were out of stock.

A second mistake was staying devoted to its strategy of relying on its brick-and-mortar stores. Stores were cropping up week after week, weighing down Blockbuster with huge monthly rent payments, while it spent millions trying to contend with Netflix online service. Blockbuster was stuck in the past, entrenched in its past successful business model, ratther than keeping up with the modern technology and consumer preferences. 

Interesting tidbit that i found (unsure whether it is true fact) ...Blockbuster turned down the opportunity to buy Netflix for $50 million, instead entering into a disastrous home-delivery deal with Enron. (http://www.slate.com/id/2133995/)

4. Netflix has not unveiled any obvious, blinding mistakes by way of its business strategy or IT. In fact, its highly customized technology lies at the core of its success. In the article, "High-Tech Achiever: Netflix," Jena McGregor praises Netflix's software as its "secret sauce," and its "biggest star" (http://www.fastcompany.com/magazine/99/open_customer-netflix.html?page=0%2C0). She highlights CEO Reed Hastings' potent remark: "If the Starbucks secret is a smile when you get your latte, ours is that the Web site adapts to the individual's taste." First, the “Friends” network enables users to peek at their friends DVD preferences and reviews, while also preventing DVD shortages by detecting possible spikes in movie demand . Netflix continues to layer on its IT origins, configuring systems that deeply engage the customer, enhancing their online experience. For instance, members can have multiple "profiles,” which allows separate family members to create their own queues and preferences. An automated system also sends customers immediate updates on new releases and account charges. A final technology I will mention is Cinematch – rNetflix ecommendation software. This personal box office epitomizes Netflix intimacy and priority to the customer. Its IT truly yields customer-relationship management to the fullest. 

The only significant flaw Netflix has publicized is a technology glitch that caused delays in shipping DVDs to move than 1/3 of its 8.4 million subscribers. However, customers praised Netflix, honoring their "profuse and prominent" apology. Netflix immediately reacted to the problem, notified their customers, informed them of the actions taken, and fixed the glitch by the end of its week . Even though the snag cost $6 million, it enhanced its reputation...affixing the terms "honest, reliable" to its name.. (http://blog.nj.com/njv_linda_stamato/2008/08/the_netflix_technology_glitch.html) 

Netflix has taken on the role as disruptive innovator in its industry, but it must continue on this path with the increasing presence of VoD technology. It must stay true to its strategy focusing on ease to the customer and cost efficiency, while meeting the demands of this technology.
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	I completely agree with your assessment of Blockbuster’s risky moves. It seemed as though they were willing to think if things that would put them on par with Netflix; however, a full analysis was not done to illustrate just how costly these moves could be. As you stated, there was the lost revenue from the elimination of the late fees. However, the problem continued to grow as the company guaranteed that certain movies would be in-stock. That guarantee caused the company to issue free movie rentals if a movie was guaranteed to be in stock and wasn’t. Unfortunately for Blockbuster, those movies were never in stock because late fees were eliminated and movies were not returned on time! Blockbuster, through their failed business strategies, made a bad decision and piggy-backed it with another bad decision!
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	Amanda, I think you raise a very good point about the ethical implications of new technology. Of course, we have all seen the tremendous advantages that are a result of new technology; however, with Enron, we see the negative side of new technology. These technological advances that allow things to be easily concealed and allow employees to often work individually will require new levels of ethical behavior. In an age where people interact more with technology than people, it is important that roots of ethical behavior remain at the forefront of decision making. Because a person may be working from home and able to get away with things means that a person needs to have a heightened sense of working in an ethical manner since someone is not standing there and watching over their shoulder. Additionally, people need to be sure that they are acting in an ethical manner because the technology seemingly can make it easier than before to choose the wrong path and make the wrong decision. The ability to think about what is truly best for a company and all of its stakeholders lie with the ability of employees to operate in an ethical manner, which will result in the long term success of the firm and its stakeholders rather than the short term wealth of a few greedy people.
	
	



	



	Forum: Week 2 Discussions - Closed
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	Date: Sun Jan 25 2009 10:06

	Author: Guglielmi, Chantel  <guglchan@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I agree that Blockbuster wanted “in” on the action with the delivery movie rental service, trying to use the second entrant into the market benefits (changing the dimensions when analyzing the movie rental business with Porter’s Five Forces). When Blockbuster initially offered the service along with the option of being able to exchange movies in their stores I thought it was a great idea and might overtake Netflix’s dynasty. However this was not the case. Netflix customers were loyal and other people were unwilling to pay the higher fees for the convenience of exchanging movies faster in a store. Netflix’s only real IT mistake so far was the computer glitch that halted services for a while. The company was able to send out an apology and offered refunds. Most of Netflix’s customers took well to the company’s methods of apology.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 17 

	Date: Sun Jan 25 2009 10:07

	Author: Guglielmi, Chantel  <guglchan@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I also used the tools on Yahoo! Finance to compare the two companies return (or lack thereof) to their shareholders. Although both companies appear to have been doing poorly in this aspect, Blockbuster is doing far worse. Blockbuster entered the market too late in the game and charged a higher price (I believe). Consumers did not respond in the way that the company hoped. I would not want to add an additional box to my entertainment center either to stream movies, it just makes things more clustered and complicated. I wouldn’t want to have to rewire anything if unnecessary. Netflix’s glitch in the system caused their service to be halted. This mistake could have been a bad one, especially because it involved their core business. This being said, the company handled the situation quite well and were able to recover. It is important that these types of mistakes do not continually happen because it could cause anger and frustration to the customers and possibly result in lost customers.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 20 

	Date: Sun Jan 25 2009 10:18

	Author: Guglielmi, Chantel  <guglchan@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	The new technologies that Enron used were probably to make their business more efficient at online trading. In fact, these technologies improved the way that their competitors did business. Unfortunately Enron’s employees were able to more efficiently trade and hide information causing the eventual collapse of the company. Technology is great when placed into people who use it better the world and other’s lives. In Enron’s case, they used the technology to better only their lives and for misleading the public. It wasn’t that the technology that they used was bad or failed; it was that the people of the company failed. I liked the phrase that you ended with “Simply because we can doesn’t mean we should.” That can not only be applied in the case of Enron but to all aspects of life.
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	Date: Sun Jan 25 2009 10:32

	Author: Guglielmi, Chantel  <guglchan@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	I think a good thing to remember about the collapse of Enron is that it was definitely going to happen eventually. Even though the technology helped to conceal the illegal and immoral activities that were going on within the business, they eventually were caught. In the end everyone gets caught. However, this should not make us afraid of the technological advances that are made everyday. It should make us afraid of the types of people that have their hands on these types of technologies. The technology doesn’t scare me, the people scare me. It seems like every generation gets greedier and the border between right and wrong becomes a little more blurred. If we want to help or change America and American business for the better, we need to work on these problems. We need to install in current and future generations morals, the ability to make decisions for the good of everyone, and to not be greedy. Implementation of punishment also is an important part, not just the threats of punishments. People need to start being thankful for what they have and understand what is necessary and unnecessary to live a good life. People need to understand the effects of their actions impact other people’s lives (and actually care!).
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	Date: Sun Jan 25 2009 11:53

	Author: Von Roenn, Erika Marie <erikamarievr@msn.com>

	Subject: Re: W2D2 - Enron

	


	

	
	1.Information technology was clearly essential at Enron and helped the company to amass its corporate profits. Enron not only provided online services such as customized bandwidths and streaming Media Applications, but they also created new systems for money management using information technology. Enron even put televisions in their elevators so that employees could watch the stock price move up and down. -New York Times 
2. I think Enron got ahead of itself and the IT definitely contributed to the collapse of the company. IT was used to alter accounting records and to hide their criminal activities.
3. Enron collapsed due to greed and the incompetent people who were part of the top-level management like Kenneth Lay and Andy Fastow. The collapse itself was due to the fact that these high ranking individuals tried to steal money and cover it up which pushed the company farther and farther into economic depression and eventual destruction.
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	Date: Sun Jan 25 2009 12:08

	Author: Von Roenn, Erika Marie <erikamarievr@msn.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	1. Netflix stock was down approx. 21% over the last five years as compared to Blockbuster which lost approx. 87% of its value during that same time period. 
2. My source came from CNBC.com
3.Blockbuster has made several mistakes that has had a negative effect on its business. Currently, Blockbuster does not offer a way for users to share rental information with other users which could be seen as an IT issue. They also lost a takeover bid for the Hollywood Video rental chain to rival Movie Gallery which stopped further expansion. --http://reviews.cnet.com/4520-11445_7-6325775-1.html
4. At the moment, Netflix has more than 5.7 million customers as of 2006 compared to Blockbusters 1.5 million. They also distribute more than 1.5 million discs per day. I think Netflix seems to be doing a good job implementing its business strategy of giving customers an easy way of renting movies allowing customization and a large catalog of movies online without the hassle of late fees. --http://reviews.cnet.com/4520-11445_7-6325775-1.html
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	Author: White, Gentri  <whitgent@my.dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I agree with you that Blockbuster hurt itself by raising prices.  If it was trying to compete with Netflix, price was definitely a determining factor.  I also agree with you that Netflix has made much better use of their information technology/information systems.  Because of their better business strategy and use of information technology, Netflix was able to blow Blockbuster out of the water.
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	Date: Sun Jan 25 2009 12:28

	Author: Puvadolpitak, Prapaipit  <pizzanaja@yahoo.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	Yeah I agree with you. when you thinking of blockbuster now, you thinking of the old school. Now everybody access everything by internet. Esp, you know chicago. during winter time of the year, who would like to go out at night when it super freezing cold and heavy snow. Plus when you go rent movie, you have to drive back there to return it. So it like you have to make 2 trip just to rent a movie. On the other hand, you can just stay home and rent movie with Netflix without any drive.
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	Date: Sun Jan 25 2009 12:41

	Author: Puvadolpitak, Prapaipit  <pizzanaja@yahoo.com>

	Subject: Re: W2D2 - Enron

	


	

	
	I do agree with you that Enron collapse it from lacking of financial control. However, i think Information Technology is part of collapse as well, thinking about this, when you have all power to access to every system in the company and you can do whatever you want. do you think they would do for themself or do for the other?? It just human nature. Money in front of you, Don't you take it when is nobody there. In the past, there are not many technology which create less chances for people to do bad thing. I think it would be harder for those people to make any fraud when they can't access everything so easily.
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	Author: Jearkjirm, Wannarat  <jearwann@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I Agree with you that Blockbuster made mistakes on their strategy mixing physical store rental with online rental. Plus, somehow I think that Blockbuster had more resources and had more advantages than Netflix such as the number of distribution centers plus stores and long time experience in business BUT Blockbuster stop moving forward and thinking ahead then lost to Netflix because rival concerned and utilize the technological advance before them.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 17 

	Date: Sun Jan 25 2009 13:36

	Author: Jearkjirm, Wannarat  <jearwann@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	I agree with Sean about the Culture in Enron. Beside financial concealing and leaders greed, Culture let to its demise. There is reports from inside Enron came out, and it showed that many employee were aware of the questionable financial practices but ethical people remain silent. (www.schulersolutions.com/enron_s_corporate_culture.html)
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	Date: Sun Jan 25 2009 13:54

	Author: Franch, Kimberly  <dalskimb@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	1. Netflix has provided a better return for investors over the last five years. Though Netflix has seen the ups and downs of the market, it has never gone below -75% while Blockbuster is currently all the way down to a little below -90%. Also, Netflix's stock outperformed Blockbuster in at least 3.5 out of the last 5 years. 
2. I used www.bigcharts.com for the above data.
3. One mistake Blockbuster has made was starting out their by mail delivery service of DVDs at a lower price than Netflix, and then raising them just recently to the same price as Netflix. Unless you use the free coupons that come from Blockbuster, they now no longer have their pricing as a competitive advantage (ie business strategy) which can leave a sour taste for customers (www.acmetech.com)
4. One mistake I found for Netflix is that they started to slow down their turnaround time for delivering movies which really upset their customers, especially those that rent a lot of movies (www.acmetech.com).
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	Date: Sun Jan 25 2009 15:58

	Author: Franch, Kimberly  <dalskimb@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	1. IBM's website sites that on June 13, 2000, Enron made the choice to invest $350 million in IT with IBM to be implemented in its US locations. This was a ten year agreement for applications, service, and support. IBM's VP, Tom Cutney, stated "Enron is one of the most innovative, fastest-moving companies we've seen in any industry." In an article written by Daniel Altman (Could Enron's Business Model Actually Work? from www.kellogg.northwestern.edu), he stated that Enron's IT was superior to many others and that their strength was in synthesizing idease, not coming up with new ones.

2. I believe that the there were a lot of factors that led to the failure and ethical lapses at Enron, and I also believe that IT has to be one of them. If their IT department had been capable of auditing the questionable practices that were occurring with some sort of independent check and balance, some of the disaster might have been avoided.

3. Enron collapsed, in my opinion, because there were people running it that lived in a sort of fantasy land that was clearly not based in reality. They inflated their earnings and paid themselves too much.
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	Author: Reyes, Paul Michael Jocson <preyesnd@gmail.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	(1) Netflix has provided a better return to their investors over the last five years. So far there have been 2 stages in the war. The first is the brick and mortar, winner, Blockbuster. The second was the online market, winner, Netflix. The third war is the digital distribution front, which both currently implement, and appears again that Netflix is leading (Watch Now/Instantly).

(2) http://seekingalpha.com/article/23665-blockbuster-vs-netflix-playing-the-online-dvd-rental-market

(3) Blockbuster entered the online market behind Netflix. Netflix's user interface is much more user friendly and navigable. Blockbuster tried to undercut Netflix's pricing model, and included the option of returning mailed DVDs in their brick and mortar in exchange for a free DVD. They also implemented and unlimited in-store pass for movies and video games.

It appears that Blockbuster is spreading itself over too many areas as they tried to compete with Netflix.

(4) As a subscriber to Netflix, then Blockbuster, then back to Netflix, I can safely state that Netflix's early errors were their "throttling" process. 

http://www.msnbc.msn.com/id/11262292/

Users who were quick to watch and return their movies next day soon discovered that they were receiving their next queued movie many days later than previously.

This became so apparent that I discontinued my usage and switched to Blockbuster online. Now I have switched back to Netflix due to Blockbuster's change of policy. 

Blockbuster had a similar unlimited online rentals like Netflix BUT also allowed unlimited in-store exchanges. This allowed me (and others) to have a movie on hand while the queued movie was going to be processed and sent the next day.

However, Blockbuster changed the policy, where if you have 2-at-a-time unlimited online subscription you can only exchange it for 3 in-store movies. If you wanted to keep unlimited online and unlimited in-store exchanges you would have to pay a higher price.

Now Netflix has the "watch instantly/now" feature that can be viewed on a computer, ROKU box, or even through the XBOX 360 via a gold online membership. This effectively gives the advantage to Netflix as there is always a movie available to watch at any time.
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	Date: Sun Jan 25 2009 16:46

	Author: Fredericks, Brian  <fredbria@my.dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	1.  The Information Technology at Enron included the following components: thousands of desktop PCs, servers running operating systems including Microsoft NT 4.0 and Windows 2000, Sun Microsystems’ Solaris, other varieties of Unix and the Linux free version of Unix.  Enron used Microsoft Exchange Server as the primary mail system, Oracle and Microsoft SQL server databases, and enterprise-application integration software from Tibco.  Enron also employed several IT vendors, including sales force automation software from Salesforce.com.  For network and system management, Enron had everything custom-built.  Enron Net Works was a division of Enron that provided help desk, hardware, trader, remote and executive support for the whole company.  (www.baselinemag.com)

2.  I would argue that the IT infrastructure was not a heavy contributor to the collapse of Enron.  Their fraudulent practices were systemic.  As a result, the existence of SAS 70 audit standards along with the new Sarbanes-Oxley act were put in place for public companies.  For example, when an accounting team puts in journal entries for the month, the entries are now mostly routed through the director or someone who is put in place as a control mechanism.  This adds a “shield” to the department that hopefully ensures a more accurate and honest way of doing business.  One thing to note is that within the SOX compliance details, it mentions that the processes in place will not be able to completely counteract collusion.  If there is a select few executive leaders at the top that are willing to sign off on fraudulent financial statements, there is still the ability to follow through with fraudulent operations.

 

3.  I believe the major contributor that collapsed the company was due to the special purpose entities (or VIEs).  These are controlled limited partnerships that a company can use to pass through profits and losses.  In their continuous goal to achieve higher gains and increased stock valuation, Enron especially utilized offshore accounts which also granted them beneficial tax advantages.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 17 

	Date: Sun Jan 25 2009 17:56

	Author: Reyes, Paul Michael Jocson <preyesnd@gmail.com>

	Subject: Re: W2D2 - Enron

	


	

	
	1. Enron online was created on November 1999. It was an online trading system that charged no subscriptions and no fees, a stark contrast to the majority of brokerage firms. The one caveat was that Enron was the trading partner in every deal.

2. I believe Enron online contributed to the failure at Enron. By placing themselves in every deal, Enron had to put up large amounts of capital in every trade. This need for capital flowed further flowed into Enron's need to falsify financial statements. 

3. In the words of the great trader Gordon Gekko, "greed is good." There was a culture that permeated the company to make a profit at all costs, including producing false numbers. Additionally, the conflict on interest between Arthur Andersen as auditor and consultant to Enron was an massive failure. 

http://news.bbc.co.uk/1/hi/business/1684503.stm

http://www.scu.edu/ethics/publications/ethicalperspectives/enronlessons.html
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	Author: Kalkirtz, Jason  <kalkjaso@my.dom.edu>

	Attachment: mis2.doc (24064 bytes)

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	1+ 2. Over the last five years, Net Flicks has provided a better return to their investors than Blockbuster. According to Laudon and Laudon, the greatest threat to Blockbusters viability came from the emergence of a new business model in the video rental market Netflixs. Launched in 1998, Netflix Inc. catered to customers who valued convenience above all else. According to Kagan Research LLC, revenues from online movie rentals rose to $522 million in 2004. Kagan projected that the total revenue would approach $1 millions in 2005 and $3 billion in 2009. As Netflixs caught on and its subscription model became popular, Netflixs gains in the market share, from 2 to 7 percent between 2003 and 2004 gave blockbuster true cause to be concern. According to msn money, Blockbuster was worth about $19 in January of 2004. In today’s current market, Blockbuster in worth about $1. On the other hand, Net Flicks was worth about $37 in January 2004 and in today’s current market it is worth about $31. Blockbuster has dramatically lost value in the stick market. Netflixs has provided a greater return to investors than Blockbuster has for the past five years. Attached is a stock market chart from (msn money) depicting the sock market values of Blockbuster vs. Net Flicks for the past five years. 

3. From http://arstechnica.com/news.ars/post/20070308-users-report-major-problems-with-blockbuster-online.html, customers have not been receiving movies from their queues for over two weeks. According to customers, repeated calls to customer service were fruitless—when couldnt get through—and it was only earlier this week that a customer service representative told him that their mail rental system was shut down and that they expected a fix shortly. Here Blockbuster depicts information technology problems. Also, from http://www.reuters.com/article/ousiv/idUSN0741906620080107, the online movie rental service operated by Blockbuster Inc. was temporarily taken down on\after it experienced a "systems" problem. Blockbuster does seem to be having many difficulties with its information systems. Problems with business strategies, http://www.guardian.co.uk/business/2008/jul/06/retail.digitalvideo, Blockbuster simply failed to see Netflix as a serious competitor until it was too late and launched its own DVD by mail subscription service in 2004. Since then, Blockbuster has limped along making one embarrassingly large loss after another, while Netflix continue to leap forward with remarkable agility, at least by comparison. In the fast-paced world of entertainment media, the idea of going out to a shop to rent such a thing as a silver disc in a box has become faintly ridiculous. Blockbuster has struggled even to keep up with subscription and mail order DVD rental outfits like industry leader Netflix. Blockbuster shows that it faced many business problems by sitting back and letting the rest of the market make ways ahead of them.

4. Back in August of 2008, from http://www.ibtimes.com/articles/20080814/netflix-shipping-centers-slammed-by-problems.htm, Netflix Inc. had a major technical problem with the company severely limiting the number of DVDs it could send out. The unspecified problems affected all of the Los Gatos-based company's 55 shipping centers and marked the biggest disruption in service since Netflix launched its DVD-by-mail subscription business nine years ago. Technicians were able to resolve some of the problems and get some of the distribution centers up and running, but were expected to have to work through the night to get the entire system functioning properly. Here Netflixs was faced with information system problems that limited the number of DVD’s available to send out.
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	Author: Kleine, Todd Douglas <tkleine@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	Blockbuster vs. Netflix Discussion Questions:

1.In the last five years, Netflix Incorporation of Los Gatos, California, enjoyed a $.55 per share average increase. Additionally, book value of Netflix stock averaged $4.42 per share. In 2007, Netflix posted a $66.9 million net income, with a profit margin on 5.6%. Blockbuster Incorporated of Dallas, Texas, comparatively lost $.45 per share with a 2003 book value of $88.06 and a 2007 book value of $5.41. In 2007, Blockbuster posted a $73.8 million net income loss with no profit margin. 

2. I utilized Hoovers Incorporated, via the Dominican University online database system. Blockbusters auditors, according to Hoovers were Price Waterhouse and Netflix was KPMG. 

3. Through analysis of literature, I feel that Blockbuster capitalized on its branding and market presence to promote its online/mail “all-access” rental program, supplementing in-store sales. Blockbuster, to its credit, utilized a policy of allowing five in-store exchanges for movies obtained through their online/mail rental program. This option allowed consumers an on-demand option superior to Netflix, which does not maintain stand-alone stores. Additionally, a 2006 update of ERP software allowed for greater supply chain management control for the company. Blockbuster had $984.2 million of debt in 2006, significantly curtailing new investments. A large contributor to the massive debt is the $400 million revenue loss from the elimination of late fees. Additionally, users of Blockbuster’s web portal site the lack of a search engine and an overall “immature” approach to its online experience. These combined elements, positive and negative, portray a good SWOT analysis of Blockbuster, Inc. Source: Yan Xie, I-Hsiang Lin. (2008). Strategic Analysis: Blockbuster Case Study. The Business Review, Cambridge, 9(2), 68-75. Retrieved January 25, 2009, from ABI/INFORM Global database. (Document ID: 1617904771).

4. Though much of what Netflix executes in strategy is highly successful, one very interesting concept called “throttling” is a weakness of Netflix’s strategy. In 2005, Netflix formally acknowledged that they gave movie shipping priority to customers with the least amount of activity with the company. This theory identifies less frequent utilization of Netflix accounts as more profitable than frequent users who cost more in regards to shipping and handling of videos. This concept cites membership fees collected from customers as fixed costs (varying levels of membership available) but shipping and handling as variable cost. Careful analysis of purchasing trends and supply chain analysis yielded this controversial policy. I feel that this is a very risky move as customers could perceive Netflix as not valuing frequent customers. Source: David Wagner (2006). Throttling the Customer. MIT Sloan Management Review, 47(4), 10-11. Retrieved January 25, 2009, from ABI/INFORM Global database. (Document ID: 1144880321).
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	Author: Kalkirtz, Jason  <kalkjaso@my.dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	1. Search the Internet to see what you can discover about Information Technology at Enron. Searching the internet for IT and Enron, I found a study from http://jodi.tamu.edu/Articles/v05/i04/Ekbia/, that showed IT played a mediation role in Enron's activities in several ways: Interference or image-making in the public arena, Composition or enrollment in the business arena, e.g. the rhetoric of IT-enabled speed, efficiency, and transparency that resonated with the dot-com culture of the mid-late 1990s in the USA, Blackboxing or enrollment of competitors, e.g. taking advantage of the computerized power transmission system in California, Proliferation of links, e.g. in accessing remote points and actors via IT, Amplification of roles, e.g. in setting the rules of the game, Delegation or finding in IT new ways of meaningful articulation, e.g. high-profile projects such as the "Enron Intelligent Network" and movie "on demand" sales on the Internet. Traders at Enron were in an IT intensive environment often having as many as four different types of wireless devices and twelve $2000 flat-screen panels on their desks for the most successful Enron employees. This was essential because of the speed of Enron’s IT operations. The speedup resulting from widespread use of IT was the central attribute of Enron. Enron's bankruptcy in 2001 was also recognized by some as excessive use of IT. 

2. Do you think that Information Technology contributed to the failure or any of the ethical lapses at Enron? Why or why not? I personally do not believe Information Technology contributed to the failure or any of the ethical lapses at Enron. I believe Enron’s highly unethical business actions were the case of the collapse of this Fortune 500 Company. I believe Enron used advanced IT to carry out unethical business transactions but IT was not the necessary cause of Enron folding. From http://jodi.tamu.edu/Articles/v05/i04/Ekbia/, the study showed an example of Enron’s dynamics of IT development and use and organizational change. In this particular case, many IT applications were part of Enron's expansion as a business. Even though Enron was one of the forefront company’s in IT field, there unethical financial and accounting practice lead to their demise. 

3. Why do you think Enron collapsed? From, http://www.scu.edu/ethics/publications/ethicalperspectives/enronlessons.html, the Enron scandal demonstrated the need for significant reforms in accounting and corporate governance in the US and a close look at the ethical quality of the culture of business generally and of business corporations. I believe Enron collapsed due to many reasons. I believe the biggest reason of there demise was due to Enron’s corporate culture. Failure was not an option to Enron’s CEO’s. Other problems such as the untruthfulness by management about the company and its business operations were also key determinates to Enron’s termination. When some of Enron’s business and trading ventures began performing poorly, they tried to cover up their own failures by lying about financial entities and depicting profits when they were actually losses.
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	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	1. Which company has provided a better return to their investors over the last five years? 

Over the past five years Netflix has been able to provide its investors with better year-over-year returns. On January 26, 2004 Blockbuster (BBI) was trading at $11.47. On January 23, 2009 BBI was trading at $1.38. This equates to a loss of approximately 88%. On January 26, 2004 Netflix (NFLX) was trading at $36.71. On January 23, 2009 NFLX was trading at $30.40. This equates to a loss of approximately 17%.

2. What source(s) did you use to answer the previous question?

www.scottrade.com 

3. What mistakes do you think Blockbuster has made (if any) and were these business strategy or information technology mistakes? (Cite any sources you used)

Blockbuster has had a few blunders including both business strategy and information technology mistakes. One of blockbusters business strategy/IT mistakes has been its delay in competing directly with Netflix in the downloadable digital devices arena. Without direct competition from Blockbuster, Netflix has become the well-known brand when it comes to downloading movies directly to electronic devices. Blockbusters delay in altering its competitive strategy has given Netflix the competitive edge in today’s hi-tech digital arena. Netflix has also outflanked Blockbuster in the DVD-by-mail rental market. After years of delays and mistakes, Blockbuster has recently announced a partnership with Sonic Solutions Inc. to offer movies for rent and for sale on a variety of broadband-connected digital devices, including personal computers, mobile phones, Internet-connected televisions and Blu-ray disc player (www.wsj.com). Blockbuster plans to expand its digital reach by offering access to its video library through a variety of electronic devices. The library of offerings will be a combination of titles from Blockbuster and CinemaNow, the movie downloading service Sonic acquired late last year. Blockbuster is attempting to match the IT advances of Netflix, which has struck deals to make its online video service available on devices such as Microsoft Corp.’s Xbox 360 game console, Blu-ray disc players and television sets (www.wsj.com). Blockbuster intends to make video content easily transferable between devices, which can give Blockbuster a competitive edge over Netflix. For example, by registering the device and account, a consumer would be able to start watching a movie on an Internet-connected Blu-ray DVD player and later watch the remainder of it on a personal computer. Blockbuster will also allow users to download a rented video and watch it on a device not connected to the Internet. These aforementioned changes will call for a serious overhaul of Blockbusters current IT systems. If Blockbuster implements these changes it can position the company to be the most successful movie provider in the world. 

4. What mistakes do you think Netflix has made (if any) and were these business strategy or information technology mistakes. (Cite any sources you used).

Netflix’s major mistake has been its non-existent customer service. There was an interview conducted with the CEO of Netflix, Reed Hastings, to attempt to find the contact information for customer service on Netflix.com. Hastings was embarrassed knowing he could not find how to contact customer service online. This has caused many disgruntled customers over the years. Although Netflix has outflanked Blockbuster in the DVD-by-mail rental market, Hastings knows the company’s gradual transformation into an online video provider will pit it against a whole new class of rivals, including everyone from YouTube to ABC.com to Hulu, a provider of free, advertising-supported television shows. The competition could get even tougher in the next few years for Netflix, as television makers put more powerful processors and memory into their sets, along with browsers that can display any information and video source on the Web. Video providers like Netflix and Hulu will have to improve their IT systems to tailor versions of their services to display well on televisions sets and to work with ordinary remote controls, rather than keyboards and mice. Netflix also continues to face a threat that the shift to digital distribution could change its direct competitors from Blockbuster to Amazon, Apple, Cisco, Comcast, Verizon, etc (www.wsj.com). I believe that the Netflix management team has positioned the company well for the eventual transition toward digital, but having a very well-capitalized and aggressive new competitor set in digital arena could make Netflix longer-term prospects more uncertain.
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	1. Enron CEOs Kenneth Lay and Jeff Skilling sought to “ride the internet wave to become the premier middleman.” They set up business-to-business (B2B) electronic exchanges for nearly ever major economic sector. Enron's major IT development is its online trading platform – EnronOnline. In November of 1999, Lay and Skilling developed a computer system that became the dominant e-trading platform for natural gas and electric power. On EOL, Enron marketers utilize the Internet as a portal to be on one side of every trade, rather than relying on traditional phone and fax. They post bids and offers for natural gas and electronic power products traded on EOL. The system does differ from the NYSE in regards to pricing. Price is determined on EOL when a buyer or seller accepts an offer or bid price posted by an Enron trader, whereas NYSE matches the buy and sell orders of many traders. Ultimately, Enron's system aimed to give traders wider access to the market, reduce transaction costs and transaction time, and reduced costs by increasing trader productivity. Enron also sought to master other technological opportunities, offering a vast array of broadband services and online marketplace services. 

http://www.grenzeloos.org/artikel/viewartikel.php/id/360.html 

2.No, information technology should not be thought as the main contributor to Enron's ultimate demise. Even though many believe that its IT should have caught Enron's fraudulent accounting practices, the ethical lapses rooted from its internal management. 

However, the company did become rapt in their domineering force of its e-commerce/e-trading platforms. Rather than focusing on maintaining its competitive, innovative edge and consolidating its lead in energy trading, Enron's online trading experience continued to be in the limelight. Lay and Skilling delved into expanding its trading platform to other industries, passionately believing Enron could create markets in anything. Ultimately, it began to place too much focus away from energy as the primary source of revenue. As former CEO Watson of Dynegy stated, ”Enron tried to be a worldwide commodities broker and market maker to the world, open 24 hours a day, with just a BBB rating, unlike banks, which have a much stronger balance sheet - and the market fell for it.” (Reference same source as above)

3.As Enron's reputation on the global scale escalated, the firm was substantially decaying internally. Its fall should not be blamed wholly on its IT or fraudulent accounting practices. Rather, one must look past these symptoms to discover the actual root of the problem. Enamored by its rave reviews and high ratings, Enron execs were motivated to make deals and post inflated earnings. Short-term focus became the name of the game, rather than long-term potential. As margins began to shrink, paranoia pervaded throughout Enron's corporate culture, and secracy began to permeate through the organization. Top executives, performance and operations management far from contributed to shaping and supporting Enron's ethical values, its integrity, accountability and philosophy. Its original values and ethical roots became buried, while greed and high reported earnings took precedence. Lay, Skilling and Fastow obviously did not realize that their actions and behavior were not creating the appropriate ethical behavior. I found the following quote quite potent... “But the ultimate test of moral leadership is its capacity to transcend the claims of the multiplicity of everyday wants and needs and expectations, to respond to the higher levels of moral development, and to relate leadership behaviour – its roles, choices, style,commitments – to a set of reasoned, relatively explicit, conscious values.” (http://www.sal.hut.fi/Publications/pdf-files/rran07.pdf) Obviously, Enron execs did not succeed in doing so.
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	Enron Discussion:

1.In summary, information technology had a profound role in the Enron Corporation and ensuing scandal. The obvious implications of software in illegal projections and accounting fraud were present, but an underlying problem existed in record and information management. During the investigation, it was found that Arthur Andersen was dedicating large amounts of time to shredding documents relating to Enron. Additionally, records relating to other elements of the scandal were lost in other mischievous, unethical ways. In the wake of the Enron scandal, corporations quickly began utilizing digital technology for record retention and third-party, remote vendors for storage and back-up of documentation. Terrorism, such as September 11th, 2001, reminded the world that human and documented capital are at risk and must be secured in a way never undertaken in history. Enron showed that all elements of information technology, from software to administrative documentation are vulnerable in the wrong hands. Source: Swartz, N. (2002, July). Six Months That Changed the Face of Information Management. Information Management Journal, 36(4), 18. Retrieved January 25, 2009, from Academic Search Premier database.

2.I strongly feel that information technology was a vehicle for the ethical lapses at Enron. Citing the utilitarian principle, the strategic leaders at Enron felt that personal, financial success was the ultimate goal of the corporation, ignoring the middle and tactical level employees that would be impacted as a result of their unilateral actions. An understanding of this ethical and philosophical mind set displays the need for information technology solutions to execute illegal behavior. Prior to the collapse, Enron utilized software to hide accounting issues and also did not extensively utilize document management capabilities. Also, reporting and public disclosure were not present, which ultimately led to legislation such as Sarbanes Oxley and other such concepts. Above all, ethics ultimately led to the demise of Enron, though information technology entities were used in the process. The IT capabilities themselves were not inherently bad, rather the users made unethical decisions. Source: Swartz, N. (2002, July). Six Months That Changed the Face of Information Management. Information Management Journal, 36(4), 18. Retrieved January 25, 2009, from Academic Search Premier database and Conroy, S., & Emerson, T. (2006, June). Changing Ethical Attitudes: The Case of the Enron and ImClone Scandals. Social Science Quarterly (Blackwell Publishing Limited), 87(2), 395-410. Retrieved January 25, 2009, doi:10.1111/j.1540-6237.2006.00387.x

3.Ultimately, I feel that Enron collapsed due to unethical philosophical ideals and a lack of accountability to employees and shareholders in the corporation. Accountability assumes, “mechanisms are in place to determine who took responsible action, who is responsible” (Laudon & Laudon, 2006, pg. 135). The lack of reporting regulations, such as Sarbanes Oxley, and an overall industry ignorance to accounting honesty led to a colossal disaster at Enron. At that time, information technology capabilities such as document management were not fully utilized as they are today, leading to vulnerabilities in record retention and conservation.
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	1. Search the Internet to see what you can discover about Information Technology at Enron. Summarize in one paragraph what you found and cite your source(s).

Enron had thousands of desktop PCs and servers running operating systems including Microsoft's NT 4.0 and Windows 2000, Sun Microsystems' Solaris, other flavors of Unix, and the Linux free variant of Unix (www.seclists.org). On the application side, Enron also was a hodgepodge, using Microsoft Exchange Server as its primary mail system, Oracle and Microsoft SQL Server databases, and enterprise-application integration software from Tibco (www.seclists.org). At some point, the company employed, among others, sales force automation software from Salesforce.com. On the network and systems management fronts, “everything was custom-built,” says Charles Turich, a former IT contractor with Enron Net Works, a division of Enron that provided help desk, hardware, trader, remote and executive support for the entire company. Security was fairly loose, says Turich, given the fact that Enron's primary business was trading millions of dollars worth of energy commodities in big chunks. Turich says he saw traders and other users in the EnronOnline trading division regularly running file-sharing applications—such as Napster, Gnutella clones, and Morpheus, which left open holes in the company's firewalls. Turich also states that “it was commonplace for traders, general users, and executives to give their passwords out freely to help-desk, desktop-support and trader-support personnel. Because of the complicated password policies at Enron, many users hid a piece of paper under their keyboard or mouse pad with the user names and passwords to the different applications run throughout the course of the day. “It was not uncommon to find them stuck to the monitor, either, with a Post-it Note.” Security fixes and patches were applied in an equally haphazard manner, Turich adds (www.seclists.com). During his tenure Enron was hit twice, extremely hard, by the Code Red and Nimda viruses, he says. Contractors and information technology employees spent many hours installing a new software configuration on hundreds of machines that could have been patched and protected by the timely application of a critical update beforehand, Turich says. 

2. Do you think that Information Technology contributed to the failure or any of the ethical lapses at Enron? Why or why not? Cite your sources (if any).

I believe that the lack of control and oversight of information technology contributed to the failure of Enron. The corporate scandals at Enron, Tyco and Worldcom, have dictated that corporate compliance become a huge priority at companies of all sizes and from all industries. Statement on Auditing Standards (SAS) No. 70, Service Organizations, is an auditing standard developed by the American Institute of Certified Public Accountants (AICPA). A SAS 70 audit represents that a service organization has been through an in-depth audit of their control activities, which includes controls over information technology and related processes (www.fasb.org). Enron was able to get away with such scandals because SAS 70 was not a requirement for any organization at that time. Thus, going forward, the SAS 70 became the standard for auditing any and all IT service providers. 

3. Why do you think Enron collapsed?

I believe Enron collapsed due to a range of issues varying from their accounting systems failing to provide a clear picture of the firm’s true condition, the independent auditors and board members being unwilling to challenge Enron’s management, their pension plan lacking diversity, the Wall Street stock analysts and bond raters missing the trouble ahead, and the unregulated energy derivatives trading, that was the core of Enron’s business, was extremely volatile.

Enron’s accounting systems failed to provide a clear picture of the firm’s true conditions. At that time, there was not a great deal of regulation emphasized on the valuation techniques of derivates which allowed Enron to manipulate its profits. There was also a lack of how Special Purpose Entities were to be reported within a company’s financial statement. 

Enrons pension was not highly diversified. In fact 62% of the pension fund was allocated to Enron stock. Consequently, Enron’s stock price began to decline and ultimately wiped out the 62% of the funds allocated to the employee’s 401(k) plans. 

Board members and independent auditors allowed Andrew Fastow to create private partnerships to do business with the firm. These partnerships assisted in the concealment of debt and liabilities that would otherwise have a significant impact on the company’s profits.

Enron’s main business was to sell long term contracts on energy at fixed prices. This allowed buyers to hedge their risk of any sudden fluctuation on energy prices. Since the markets in which Enron traded were largely unregulated, with no reporting requirements, little information was available about the extent or profitability of Enron’s derivatives activities that were being reported. Speculative losses in derivatives, perhaps masked by “creative” accounting, could have contributed to the firm’s overall downfall. (fpc.state.gov)
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	I completely agree with the assessment that Gentri and Virangi made about the risky moves that Blockbuster pursued.  The fact that Blockbuster’s website was not user friendly deterred individuals from taking their online rentals seriously.  Also, the fact that Blockbuster adopted the policy of “No More Late Fees” was a costly blunder that they eventually realized.  These two mistakes, I believe, are a big part of my Blockbuster stock is in the position it’s in.
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	1. Netflix lost about 21% as compared to Blockbuster that ended up losing 87%.
2. CNBC.com
3.Blockbuster does not have as large a catalog like Netflix does; also, Netflix allows you to customize and review other customer's reviews.
4.After the research, I believe that Netflix did not make any mistakes that pertained to their business.
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	Information Technology was key to the rise of Enron, it was a "New Economy", as it was referenced and it appeared to have a variety of intangibles that required assurance from the professionals of Enron (like auditors, etc.) to confirm that the transactions taking place were in fact valid and real transactions. Enron functioned on the premise that business was moving more toward intellectual management of assets as opposed to physical management of assets. That is, Enron's information systems were not easily tied to tangible things, not easily verified. (http://papers.ssrn.com/sol3/papers.cfm?abstract_id=325240).

Of course I think that information technology contributed to the failure of Enron, though it is certainly the unethical behavior of people, and nothing to do with technology that CAUSED the failure of Enron. Information technology provided a platform for doing business without much paper trail, few visible / physical assets, highly sophisticated "transactions". The way business at Enron was done required a very honest business person...that is because without reminders of where the money comes from, computer transactions can easily seem like "a game", like false transactions that are not easily traced or confirmed. Essentially, Enron required a customer to have great trust in the company, whose bookkeeping practices were admittedly risky and unprecedented. Number manipulation became very easy for the unethical at Enron.

It is because of these unethical people that Enron collapsed. Technology may have provided them with a technique for stealing, hiding, and falsely representing situations, but people chose to use technology that way...which ultimately is what caused the failure of Enron.
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	I do agree with Sean, that the lack of financial control and overall corporate culture of Enron lead to its downfall. I like the point about de-regulation of the energy industry which allowed Enron to manipulate their prices.  But the fact that they developed new technology allowed them to facilitate this process faster. 
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	Charles, I think it's interesting that you mentioned Blockbuster's expectation that Netflix would perform like other dot.com-ers. I had not really thought of it like that. But, it is usually the case with new technology that so many times new ideas are "a flash in the pan", so I can see where Blockbuster believed they were untouchable. The interesting part for me is that Netflix appears to have such a pulse on how new technology affects consumer expectations....Netflix's customization and online community for reviewing movies shows not only clever use of the technology, but the ability to response to customer's evolving expectations...that's where they find their market security, I think.
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	1. Technology played an important part in the rise and fall about Enron. Enron used the stock market and the broadband communications trading unit to manipulate the power crisis and value of the stocks in the market.
http://en.wikipedia.org/wiki/Enron_scandal
2. I definitely think that information technology had most, if not all, to do with the fall of the company of Enron. Enron used the technology to falsify the accounting records and falsify foreign companies to front the stocks that didn't exist. Eventually, the money that was recorded was not available and the fake companies were discovered, leading to the fall of the executives and the entire company.
3. Enron collapsed because the executives got too greedy with the way they were fronting false stocks. When there was no money to be produced or recorded, Enron falsified companies to launder money from stockholders. Eventually leading to stocks falling to record lows and the company in its entirety.
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	Sean, I think that you make an excellent point about Blockbuster now playing catch up to Netflix. Unless Blockbuster can come up with some new innovative technologies or modes for movie delivery, they will be continuously fighting a losing battle with Netflix and others, such as Redbox. However, the key will be looking at the strategic moves that they make and being sure that they are entirely helpful, without hindering their revenues the way that other efforts did. This industry, along with all technological fields, is accelerating at a rapid pace. In order to be successful, Blockbuster will need to figure out a way to return to the driver’s seat because being second in line will not have successful outcomes. 

I think that change at Blockbuster will require successful innovation in regards to their strategic decisions. I would refer to the questions that are posed in the text regarding how to identify a strategic advantage. The main questions, which contain many more important sub questions, are: “What is the structure of the industry in which the firm is located? What are the business, firm, and industry value chains for this particular firm?” (Laudon and Laudon, 114). If Blockbuster can evaluate these questions and their subsequent sub questions, I think that they will put themselves on a better path than what they are currently experiencing. Likewise, this sort of analysis at Netflix can allow them to hang onto their strategic advantages. It can allow them to analyze everything in terms of what they are doing well and still stay on top of where the industry is headed.
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	Stephen, I think that you start an important discussion that can relate to last week’s talk about why we study information technology and information systems in business school. You said, “management information systems are only as good as the integrity of the people managing them,” and I could not agree more. Last week we talked about the importance of learning about MIS and what it means to have employees understand the processes and technology that they are using so that they can be successful. I think you, with that statement, have showed the importance of learning about business ethics in business school, as well. As you point out, systems cannot be blamed for failures, whether it is a lack of training or poor ethics that lead to the ultimate demise of a corporation. All ends of our education must come together in these fields for the long term success of a firm.
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	Which company has provided a better return to their investors over the last five years? 
Over the past five years it is clear that Netflix has provided a better return to their investors. 
Blockbuster has been experiencing a negative stock trend, and their stock price in January 2009 is $1.71, down from $17.92 in January 2004. On the other hand, Netflix has not experienced the lows that Blockbuster has been facing. Although Netflix has seemed to have been on somewhat of a rollercoaster ride, they are not experiencing the negative stock trend of Blockbuster. Currently Netflix stock is at $29.51, and although this lower than the price of the stock in January 2004, Netflix is still providing a better ROI than Blockbuster.
What source did you use to answer the previous question?
I used Yahoo! Finance to answer the previous question.
What mistakes do you think Blockbuster made (if any) and were these business strategy or information technology mistakes?
I believe one mistake that Blockbuster has made, is that they do not offer the same catalogue as Netflix. Netflix offers a much larger catalogue to customers, and Netflix also allows you to view other customer’s reviews, and to customize orders. Also, Blockbuster relied too much on their brick and mortar stores, and did not keep up with the times, which put them to a disadvantage when it comes to their competition. 
What mistakes do you think Netflix made (if any) and were these business strategy or information technology mistakes?
I do not believe that Netflix has made any mistakes that have had a negative effect on their business. 
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	I agree to McCarthy, Sean’s statement that Enron collapsed for numerous reasons. Sean states that for the most part, Enron collapsed due to the corporate culture. Combined with greed, accounting irregularities, and lack of internal financial controls, this led to the fall of Enron. Searching the internet, from http://query.nytimes.com/gst/fullpage.html?res=9407E0D9103BF930A15752C0A9649C8B63&n=Top%2FReference%2FTimes%20Topics%2FSubjects%2FE%2FEthics, Enron's collapse was a product of the culture of greed, dishonesty, ethical blindness and wishful thinking that has characterized much of corporate America since the advent of the Reagan administration and that has been allowed to flourish essentially unchecked for the last 20 years (largely because politicians from both parties are dependent on campaign contributions from big business). I believe Enron was once a productive and profitable company but the company’s ethics and greed led to their downfall.
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	I agree with Sean that blockbuster failed because they neglected to change their business model which allowed competitors to take the lead in this industry. From http://www.downloadsquad.com/2006/09/05/blockbuster-clinging-to-a-dying-business-model/, Blockbuster was clinging to a dying business model. The internet has opened up a whole new playing area in the video rental business. Blockbuster failed to realize the internets potential and it was surpassed by other company’s such as Netflix’s.
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	1. Search the Internet to see what you can discover about Information Technology at Enron. Summarize in one paragraph what you found and cite your source(s).

Before they declared bankruptcy in 2001, Enron was one of the world’s largest electricity, natural gas, pulp and paper, and communications companies, and was named “America’s Most Innovative Companies” for six consecutive years by Fortune Magazine. As far as IT goes, in 1999, Enron launched EnronOnline which was the first web-based transaction systems that allowed buyers and sellers to buy, sell, and trade commodity products globally. EnronOnline allowed energy users to do business in a way that was unseen before the launch of the site. Until this point a trader who wanted to buy an energy contract talked with another energy trader who wanted to sell a contract, and from there, terms were agreed. EnronOnline allowed market participants to see prices on their screens just like a stock ticker, and could do business far more simply.

Source: http://en.wikipedia.org/wiki/Enron
2. Do you think that Information Technology contributed to the failure or any of the ethical lapses at Enron? Why or why not? Cite your sources (if any)

I do not believe that Information Technology was the sole contributor to what happened at Enron, although it did enable the situation by providing information that unethical employees unfortunately took advantage of. EnronOnline was seen as an impressive tool, but because Enron was either buying, selling, or trading in every transaction, the costs increased over time, and the systems were involved in the financial misreporting and other questionable financial behavior that eventually led to Enron’s demise (http://en.wikipedia.org/wiki/Enron).

But, I do not believe that IT was the main reason for the failure at Enron, although it did contribute to the unethical actions of the employees. Information systems cannot be blamed for what happened at Enron, because companies are only as good and ethical as the employees that manage the IT systems. Just because the employee became greedy and took advantage of the information systems and the information that they received from the systems, is not a fault on the systems part, but on the ethical and moral decisions made by employees running these systems.  

3. Why do you think Enron collapsed?

I think Enron collapsed because of the lapse of judgment of employees and the unethical and immoral decisions that were made by all the individuals involved. Employees saw an opportunity, which was not in the best interest of the company/shareholders/stakeholders, and took advantage of and misused the information systems that they has access to. 
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	I agree. I think some would rather blame technology instead of admitting to the corruption and immoral behavior of Enron's people. For some, it's easier to point the finger at the method or means that enabled the fraud to take place rather than placing accountability on those who executed the unethical actions.
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	I disagree with your comment that Netflix's major mistake has been its lack of customer service. On January 2, 2009, Steve Swasey (VP of corporate communications) wrote on the Official Netflix Blog that it remained #1 (tied with Amazon) for the eighth consecutive Forsee Results survey since 2005. This independent research firm surveys customer satisfaction twice a year. Netflix seems to use its customer service as a strategic weapon against Blockbuster's similar service. They recognized that customers preferred human interaction over e-mail messages. Netflix did take an unprecedented leap by doing away with email based customer service inquiries. However, this enabled all questions, complaints and suggestions to go directly to individuals at the 24 hour call center. Although the number was previously buried under layers of its website, now the companies toll free number is clearly displayed.

In spite of Netflix's past triumphs, I concur that it must remain on its feet, as the digital age continues to heat up competition. It must continue to forward plan as Netflix enters into a new league of competition with those major players you mentioned.
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	yes I agree with you. there are so many factors that cause Enron collapsed and I also believe that IT is part of it because Technology nowadays is very easy to connect to everything. what you want to know you can just "Click" compare to past that everything take so long to get 1 information. More advance technology go, the hacker also getting more smart and be better too.
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	Yes, I do agree that raising the price is the big mistake that blockbuster did. Nobody like to pay extra when you get the same movie to watch. And I would be very upset to when Netflix slow down delivery time because sometime when you have a chance to get together with your friend or family to watch movie it doesn't happen easily and then if you don't have movie in that night, Netflix customer are going to go blockbuster instead because they can get a movie right away without waiting time.
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	I agree with you on the first few points. However, I do also have to point out that it wasn't just top-level management. While information technology made it easier to hide what they were doing, the managers at Enron were also extremely adept at manipulating people to get them to do what they wanted. 

My Organizational Behavior class featured a video about the culture at Enron and it sounds like the stereotypical men's locker room with lots of bragging and bravado. Those responsible for creating an artificial energy crisis in California knew what they were doing and spurred one another on. The technology just made it possible because it was so new that no one on the outside was really aware of what was going on.
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	Netflix does have something of a Video on Demand aspect to it through its instant download program. Granted, this is not like what Comcast offers on channel one. The key differences between the two are important, but certainly not unsurmountable by either party. Whereas Netflix went the instand download front, Blockbuster choose to follow the cable and satelite companies. I personally don't have a problem with either but I have the necessary connections to hook up my pc to my tv; not everyone has those which could be an opportunity for Blockbuster. Of course, not everyone wants yet another box in their entertainment center either.
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	I still believe that there is value in the brick and mortar stores that Blockbuster uses.

Think about who can use Netflix.  People with internet access.  There are still consumers (a) without a computer and (b) without internet access.  Of course you can go to the library, or (not recommended) use your work computer, but there is a large group, about 25% who do not have access.

http://www.internetworldstats.com/stats14.htm
The theory of digital distribution for media, videogames included (no B&M, like Blockbuster, no mailing centers, like Netflix, and no need for packaging), is a grand idea.  But again, you have to assume that (a) the majority of consumers have a computer with internet access and (b) have the sufficient internet speed to download such files.

It was just this past decade that VHS movies were phased out.  The last major Hollywood motion picture released on VHS was "A History of Violence" ... in 2008!  http://en.wikipedia.org/wiki/VHS  It will probably take another 5 years or more before DVDs are phased out (in favor of Blu-Ray).  Then perhaps another decade before digital distribution replaces Blu-Ray.

So the bottom line is that brick and mortar stores such as Blockbuster, and even to an extent the mom and pop stores will continue to exist to serve those pockets of consumerica that have yet to own a computer and internet access.  

In regards to Netflix, the practice of throttling is still prevelant (as a current, born-again subscriber), but it is offset by the ability to "watch instantly" on my laptop/XBOX 360.  Blockbuster is also guilty of throttling, but that is offset by the option of exchanging the DVD in-store (at the expense of ... gasp ... traveling to the store).

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 11 

	Date: Mon Jan 26 2009 14:00

	Author: Jearkjirm, Wannarat  <jearwann@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I'm not a customer of both company so I don't have direct experience with them myself but yesterday I have chance taking with a friend who is a movie lover. She is a member of both, first she preferred Netflix but now she already Blockbuster’s member because of what Kimberly and Prapaipit mentioned, turnaround time. She said she was upset because she could rent less movies than before and waited for long to get the mail which if she go for Blockbuster store she just can pick it up. Now she is with Blockbuster doing premium plan 3DVDs at a time with unlimited through mail and unlimited in-store exchanges ($34.99/month +tax) and pause membership on the month she thinks there is not many interesting movies in strore.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 15 

	Date: Mon Jan 26 2009 15:13

	Author: Von Roenn, Erika Marie <erikamarievr@msn.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I agree with Sean that Blockbuster was the biggest name when it came to movie rentals and that the biggest mistake that they made was not to adjust quickly enough with the times. Netflix was able to customize its technology and give customers a lower cost version of Blockbuster without having to leave the home.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 14 

	Date: Mon Jan 26 2009 15:20

	Author: Von Roenn, Erika Marie <erikamarievr@msn.com>

	Subject: Re: W2D2 - Enron

	


	

	
	As everyone has stated already, I agree with the idea that it was not information technology that caused the collapse of Enron, but the unethical choices made by the top-level employees on how to use the technology. 
I do have to agree with Sarah in that more regulation should have been applied to the situation and more questions asked of the executives. When the answers recieved didn't seem correct, people should have researched further into the company instead of assuming that people are inherently good and would never take advantage. It seems strange to me that people were so shocked that something like this could happen, when it sounds like, (from reading more about the Enron story) people did know what has happening and just chose to ignore it as long as they were able to benefit from the illegal activities.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 11 

	Date: Mon Jan 26 2009 15:24

	Author: Georgikos, Stavros  <SGEORGIKOS@LIVE.COM>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	Well if you read more into their customer service you will find out the following:

Scott Rose said... 
I find it hard to believe that you guys are #1 in customer satisfaction since I am COMPLETELY DISAPPOINTED IN YOUR CUSTOMER SERVICE, and you are about to lose a long-time 5-year customer. 

Let me say it loud and clear here so that there is no mistake as to what I am saying:
NETFLIX CUSTOMER SERVICE SUCKS!!!
_____________________________________________________
Tom Murno, NJ said...
I can’t believe that the majority of the emails below don’t mention TRYING TO REACH CUSTOMER SERVICE!!! There is no way to email customer service, but when you call there are hour delays. I just canceled my subscription and it took me 1 hour and ten minutes just to get someone on the phone. When they answered they said that no one was waiting and I must have gotten stuck in some loop. I don’t believe this as the same thing has happened every time I’ve called. 

They must be aware of the mass upset around the product because they credited my account. However, people really want this service and they want it to work. It is too bad that Netflix doesn’t make it work for the customer. They are headed for big trouble.

Advice: when calling Customer Service – plant yourself in front of the TV and find something fun to watch so at least you are somewhat entertained during the wait. If you can restrain yourself from screaming at the agent once (IF) you are connected, the actual reps aren’t too bad.

Good luck!
____________________________________________________
I can only add to the long list of complaints:

Their customer service is lousy, if you are lucky enough to get one of the patronizing “representatives”. 
They simply lie, when they say turnaround time is fast. I am amazed how they get away with this, or will they?? 
Thank you for providing this forum, which enabled me to call them at least.

Best regards,

Carl Friedrich
____________________________________________________

Overall, I think the reviews can speak for themselves.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 10 

	Date: Mon Jan 26 2009 15:58

	Author: Georgikos, Stavros  <SGEORGIKOS@LIVE.COM>

	Subject: Re: W2D2 - Enron

	


	

	
	I think everyone should watch the movie "Wall Street". Great learning tool if you are considering being a stock trader.

I do believe that at times "greed is good", but when thousands of jobs and retirement plans are at stake it is only wise to be transparent and conservative. So, I agree with your statement that Enron corporate culture was to make profits at all costs, but don't forget the JP Morgans, the Meryll Lynch's, and the other investment banks that had a piece of the pie. Many companies were thriving on Enron's success and they deserve a "slap on the hand" as well.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 14 

	Date: Mon Jan 26 2009 16:27

	Author: Katris, Viki  <katrviki@my.dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	Blockbuster vs. Netflix: Both Blockbuster and Netflix are involved in delivering movies to customers.  They have different business models.
1. Which company has provided a better return to their investors over the last five years?  
a. Over the last five years, Netflix has shown to have a better return to their investors.  In January of 2004, Netflix’s stock price was $36.71; since then, it has declined approximately 17% to a stock price of $30.44 as of January 2009.  On the other hand, Blockbuster ‘s stock  price in January 2004 was $18.72; as of January 2009, Blockbuster’s  stock price declined a little more 90% to $1.38, an all time low for the last 5 years.  
2. What source(s) did you use to answer the previous question? 

a. I used MSN Money to find the numbers from above.
3. What mistakes do you think Blockbuster has made (if any) and were these business strategy or information technology mistakes?  (Cite any sources you used) 

a. Blockbuster made it’s major mistake by not taking advantage of the technological advances of the internet, as Netflix did in 1999.  Blockbuster did not adopt the online video renting until 2004.   (CNET, http://reviews.cnet.com/4520-11445_7-6325775-1.html).   According to CNET, Netflix has a selection of over 65,000 movies, while Blockbuster offers 60,000 movies.  Therefore, it made sense for Blockbuster to start off at a lower price than Netflix, especially if they wanted to win over customers who were already Netflix customers.  Also, to Blockbuster’s disadvantage, Netflix has 41 shipping centers, while Blockbuster only has 30 distribution centers.  Therefore, Blockbuster’s second mistake happened when they put a raise on the prices to customers.  One of the biggest complaints of Blockbuster customers, and I myself was once a Blockbuster online customer and found this to be true, is that when you select movies to be on your Queue list, Blockbuster usually never sends them in the order of your Queue list.  Instead, they send you which ever is in stock at the time, while Netflix usually sends you the movies in the order of your Queue list.  
4. What mistakes do you think Netflix has made (if any) and were these business strategy or information technology mistakes. (Cite any sources you used). 

a. One of the negative comparisons made between Netflix and Blockbuster, is that Blockbuster is known to have a turnaround time for movies of two to three days, whereas Netflix almost always requires three days. (http://www.joefission.com/2008/02/movie-rental-death-match-blockbuster-online-vs-netflix/).  According to this source, Blockbuster has an agreement with the Post Office where the Post Office scans the bar code on the returned movies to alert Blockbuster,  an advantageous form of MIS, which is apparently helping Blockbuster.  
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 6 

	Date: Mon Jan 26 2009 17:17

	Author: Poole, Merritt  <poolmerr@my.dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	I agree that Enron's corporate culture was a significant contributor to its fall. Its CEOs were caught up in the swirl of praise and high marks, rather than focusing on how to continue to thrive and plan in the long-term for future challenges. Enron execs could not comprehend the extent to which its business could evaporate overnight. They did not recognize nor want to think of this reality, taking risky measures and falling into its diminishing ethical morale where the accounting impudence occurred. Too much was risked for too little of a gain. Enron execs behaved with little integrity, rather than recognizing the value that customer trust and adhering to its ethical roots had on its business. The "trust" factor is another important factor to mention. When customers were informed of the hidden debts and fraudulent practices, their loss of trust spilled over into their other profitable sectors. In regards to Sarbanes Oxley, it was specifically implemented to prevent the violation of trust and ethical practices that occurred. If the Act had been in place, perhaps Enron's debts wouldn't have been as easy to hide. However, even if the figures were lesser, Enron still would have been involved in substantial deceptive behavior that could still have led to its termination.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 8 

	Date: Mon Jan 26 2009 17:35

	Author: Franch, Kimberly  <dalskimb@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I too belong to Netflix due to the free trial and I also agree that Blockbuster has tried too hard to capitalize on their brick and mortar stores. Personally, I could care less about their brick and mortar stores because the reason I like the mail order service is just that - I don't have to go to the store! If Blockbuster really wanted to set themselves aside they would have to come up with something more for a consumer like myself.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 20 

	Date: Mon Jan 26 2009 17:46

	Author: Franch, Kimberly  <dalskimb@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	I think you bring up an interesting point about Enron online that I had not thought about, it definitely makes sense that this helped to lead to the collapse. Also, in this case your quote of "greed is good" did not work out so well. I think it can be good to a point, but there is a breaking point.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 10 

	Date: Mon Jan 26 2009 18:00

	Author: Katris, Viki  <katrviki@my.dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	1. Search the Internet to see what you can discover about Information Technology at Enron. Summarize in one paragraph what you found and cite your source(s).
a. According to “How IT Mediates Organizations: Enron and the California Energy Crisis” by Hamid R. Ekbia, IT served as a “middle-man” for Enron, meaning that four things occurred: interference, composition, reversible black boxing, and crossing over between signs and things. Enron showed interference by its extensive use of information and communications technology and image-making tools to mobilize the public behind Enron’s plans, whereby one “actor,” in this case technology, displaces the original goals of another actor. Also, IT was involved in Enron’s composition, where both human and nonhuman actors join together in order to perform an action and achieve the aforementioned goals, by which Enron tried to capture the notion of “firm of the future” by mobilizing their business model. Third, Enron used IT for mediation as blackboxing by using IT as an operational and calculating tool to interest its competitors. Reversible Black Boxing is when the joint production of the actors becomes entirely “opaque". The fourth factor, crossing boundaries between signs and things, is also known as delegation, and Enron used It to target new “users,” beyond their traditional consumers . This is when “humans” are no longer by themselves; furthermore, it is when certain techniques find a way to express their meaning and articulation-such as a speed bump, which in a “silent” way makes drivers slow down. (www.uio.no/studier/emner/matnat/ifi/INF5210/h04/undervisningsmateriale/gruppe/artikkelpresentasjon/Pandora.ppt)

2.        Do you think that Information Technology contributed to the failure or any of the ethical lapses at Enron? Why or why not? Cite your sources (if any).
a.        I believe that IT did contribute to Enron’s collapse, because without the ease of technology, Enron wouldn’t have been able to hide some of their immoral decisions. The false information being reported by these information systems regarding Enron’s finances led to the prolonging of this immoral behavior, because without the help of IT, Enron would have been put on the spot before its exposure in 2001.


3.        Why do you think Enron collapsed?
a.        Before filing for bankruptcy in December of 2001, Enron was known as being one of the best managed businesses in the United States, especially after having shifted from regulated transportation of natural gas to unregulated energy trading markets. Enron’s incapability and failure to report their financial standings accurately led to its collapse. The practices that Enron partook in, such as energy market manipulation, were illegal. Essentially, the financial issue raised by Enron was whether the quality of information available about public corporations needs to be improved.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 8 

	Date: Mon Jan 26 2009 18:37

	Author: Grundas, Charles  <cgrundas@gmail.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	Netflix made a great move by repaying customers for not offering the services it promised.  Most companies claim to make attempts are repaying with odd rebates or offering other products at a discount.  Netflix knows its market well enough to refund or reduce subscription dues by 15% for a small glitch.

As for Blockbuster, the late fees never really left.  It restated the fee as restocking and slightly pushed the idea that the customer owed the movie at an inflated price.  Once the rental time was through, customer held on to the movie for an extra period of time only to be surprised the restocking fee was placed once the movie was returned.  The other difference that may have caused a reduction in overall revenue was the restocking fee was a flat rate compared to the ever increasing charges of the former late fee system.  

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 6 

	Date: Mon Jan 26 2009 18:55

	Author: Grundas, Charles  <cgrundas@gmail.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	You press a convincing point about the overall expenditures by Blockbuster by the stores and personnel needed.  Blockbuster must have spent a fortune creating the inner networks to coodinate between stores and all the building costs of develop each location.  Netflix simply mails each DVD to your door.  There is no need to create many stores all over the country, thus saving millions in maintence and personnel costs.

Blockbuster also failed by offering guarnettes on new movies in the stores.  If one is unavailable, the company gives customers a credit to a free rental later.  Blockbuster could have counteracted this by installing better inventory monitors and sales forecasts for DVDs.  By not montioring the most correct and current information, Blockbuster will continue to hand out free movies by not having the most demanded movies on the shelves.

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 9 

	Date: Mon Jan 26 2009 19:52

	Author: Grundas, Charles  <cgrundas@gmail.com>

	Subject: Re: W2D2 - Enron

	


	

	
	1) In May 2003, the IT executives were placed on trial for finding ways of inflating the stock price.  Mark to Market accounting allowed Enron to post future earnings on the books regardless of how much money exchanged hands on the day a deal was signed.  This allowed Enron to post whatever revenues it seemed fit, (Enron: The Smartest Guys in the Room.)  Also, Enron claimed a new "intelligent" network called Broadband Operating System or BOS.  It was tough to understand (so help me explain this better if you can).  The government case "suggest{ed} that different executives meant different things when they discussed the BOS. The result is that some executives -- including Jeffrey Skilling, the former chief executive -- refer to the BOS as a product in development; at the same meeting, other executives, including Mr. Hirko, referred to it as a system that was up and running." (EICHENWALD, New York Times.  

http://query.nytimes.com/gst/fullpage.html?res=9F03E1DA173CF931A35756C0A9659C8B63&sec=&spon=&pagewanted=2
 

2) Yes,  pure Darwinian logic (of Jeff Skilling) of survival of the fittest created the need to be aggressive and crush any competition.  This build greed and competition within the company employees.  Systems such as Performance Review Committee, in HR, pressed employees to step over one another to succeed.  The ones who made it up the rankings, by hook or crook, assisted in creating IT programs such as ..........  Since ethics did not play a role in the organization, the ones who would falsify documents were actually promoted in positions of more power.  Eventually, creating Enron Broadband Services to trade broadband as a commodity.  Thing is the idea never worked and Enron used mark to market accounting to book revenue on future sales that never happened.

 

3) Enron failed because of the mark to market accounting.  It was able to claim profits to be any number it wanted.  This inflated the stock price because revenues continued to increase on absolutely no grounds.  People just believed in the success that could happen.  So everyone continue to just "buy in" to whatever Enron would sell.

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 8 

	Date: Mon Jan 26 2009 19:59

	Author: Kleine, Todd Douglas <tkleine@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I agree with Sarah that the late fee elimination caused a shortage of cash flow for an organization in fierce competition with a rival. Blockbuster attempted to be a hybrid corporation, including elements of in-store activity and a virtual company. According to Laudon, a virtual company is considered when, "it [a company] needs to move quickly to exploit new market opportunities" (Laudon, 2006, 111). In an attempt to boost in-store sales, Blockbuster actually retreated in growth by eliminating a vital cash generator.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 9 

	Date: Mon Jan 26 2009 20:01

	Author: Grundas, Charles  <cgrundas@gmail.com>

	Subject: Re: W2D2 - Enron

	


	

	
	Management views had a huge impact on how the company failed.  The greed of management positioned employees to follow the same goals as top executives, win at all costs by any means.  Management prided employees to make Enron appear successful by allowing mark to market accounting and fake companies like LJM to house debt and cover all the financial smoke and mirrors Enron placed over itself and the market around it. 
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 6 

	Date: Mon Jan 26 2009 20:02

	Author: Kleine, Todd Douglas <tkleine@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	I agree with Laura that although technology played a role in the elimination of Enron, it was the strategic leaders that ultimately used the technology for harm. The leaders did not think about such ethical philosophies such as Risk Aversion Principle, or taking the action that produces the least harm or at the least potential cost (Laudon, 137). Instead, a sort of personal utilitarian approach was desired with little regard for lower level employees.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 8 

	Date: Mon Jan 26 2009 20:04

	Author: McCarthy, Sean  <mccasean@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	Paul, Nice work on quoting Gordon Gekko.  That’s hilarious.  I agree with you that Enron was getting involved in many deals, thus spending large amounts of capital.  One of the major reasons for Enron to form bogus companies was to hide the debt to make Enron look more profitable.

“Chewco was a company associated with Enron, which was largely involved in the bankruptcy of that company. It was named after the Star Wars character Chewbacca, because it was created to hide losses from the Joint Energy Development Investment Limited, known by its acronym "JEDI".

Enron created Chewco as a limited partnership which would help keep the JEDI project off its books. It wanted to buy out the California Public Employees’ Retirement System’s interest in JEDI, but it did not want to be forced, by accepted accounting principles, to consolidate JEDI in the Enron financial statements and thus reflect debt and/or financial losses. Enron wanted to keep JEDI afloat, but it needed a partner to take at least a 3% stake, or the partnership's results would have to be included in Enron's financial statements. Chewco was created to be that partner.”

http://en.wikipedia.org/wiki/Chewco

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 8 

	Date: Mon Jan 26 2009 20:07

	Author: Johnson, Clarence  <johnclar@my.dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I agree with Sean about the fact that Blockbuster should have changed their business model before the rise of Netflix.  During the 90’s, Blockbuster was the dominant force in the movie rental industry.  Like Kodak, they allowed others to enter the market with new ideas which benefited the customers.  The fact that Blockbuster has had to play catch-up over the past few years to Netflix shows us the importance of investing in R&D. 

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 11 

	Date: Mon Jan 26 2009 20:11

	Author: McCarthy, Sean  <mccasean@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	Jason, this is a great example on businesses using information systems in their day to day operations.  I use Netflix and I remember when the system was shut down for a few days.  Apparently, Netflix had learned from their mistakes because my movies have always been delivered on time.

 Netflix Inc. had a major technical problem with the company severely limiting the number of DVDs it could send out. The unspecified problems affected all of the Los Gatos-based company's 55 shipping centers and marked the biggest disruption in service since Netflix launched its DVD-by-mail subscription business nine years ago. Technicians were able to resolve some of the problems and get some of the distribution centers up and running, but were expected to have to work through the night to get the entire system functioning properly.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 17 

	Date: Mon Jan 26 2009 20:20

	Author: Jackson, Laura  <ljackson@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	Sarah, I love the "Guns don't kill people, people kill people" message (pardon the violent analogy). I think information systems (as in the example of Enron) actually require greater personal integrity than business has required in the past. Banking can be done without one single piece of government currency physically changing hands. This offers great opportunity for business people of strong ethical foundations to use technology to be efficient. But, there is the reality that this also means that systems are easy to manipulate and money trails can become obscured(see the subprime debacle) easily with information systems. People choose how to use that technology and might be tempted all the more toward bad behavior.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 8 

	Date: Mon Jan 26 2009 20:24

	Author: Jackson, Laura  <ljackson@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	It's funny that Netflix who really challenged Blockbuster's physical store model of doing business just a few years ago with orders by mail is not being challenged to emulate another business model provided by Comcast...the "on demand" approach. Do you think Netflix risks competing a completely new powerhouse by trying to take on Comcast and Blockbuster at the same time? I think they risk dabbling in different media and losing their strong hold on any home entertainment avenue.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 6 

	Date: Mon Jan 26 2009 20:30

	Author: Reyes, Paul Michael Jocson <preyesnd@gmail.com>

	Subject: Re: W2D2 - Enron

	


	

	
	http://archives.cnn.com/2002/US/01/19/enron.chat/index.html

1. The article above talks about the in-house web chat Enron CEO and chairman Kenneth Lay had with employees where in which he said "Enron stock is an incredible bargain at current prices, and we will look back a couple of years from now and see the great opportunity that we currently have." 

2. The web chat is an example of an extension of an IS (in this case web conferencing) that continued the path of lies executives told employees while they were well aware of the looming powder keg of problems. This web chat took place a month after Enron Vice President Sherron Watkins warned Lay and Andersen that "we [Enron] will implode in a wave of accounting scandals."

3. Enron's collapse is a result of management's desire to generate results at any and all costs. The slippery slope of lies became so steep that it was impossible for executives to stop. 

3.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 7 

	Date: Mon Jan 26 2009 20:36

	Author: Balsavich, Stephen Joseph <sbalsavich@midwestbank.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	Blockbuster is making continual attempts to catch up to Netflix.  Instead of generating new concepts, Blockbuster responds to Netflix’s latest innovation.  It should be interesting to see how Blockbuster counters Netflix’s "watch instantly now" program.  This game theory approach, simply put “follow the leader”, places Blockbuster at a competitive disadvantage.  Their inability to differentiate themselves from their competition places negative pressure on their franchise value.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 7 

	Date: Mon Jan 26 2009 20:39

	Author: Johnson, Clarence  <johnclar@my.dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	Stavros, the fact that you mentioned “Wall Street” got me thinking about other movies that dealt with greed and corruption.  The two that come to mind are “Boiler Room” and “The Crooked E: The Unshredded Truth About Enron”.  Both these movies showed the fact that corporate culture can play a major role in the behavior of employees and direction of the company.  The fact that greed was the motivating force behind Enron’s corporate culture reassured employee behavior.

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 9 

	Date: Mon Jan 26 2009 21:29

	Author: White, Gentri  <whitgent@my.dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	1. Searching on the internet, I found that Enron was originally a natural gas provider.  The organization found itself with problems after it began dealing in high risk investments.  The organizations IT systems were very good from what I read.  

www.chicagotribune.com/business/columnists/chi-mon-burns-stocks-jan12,0,1342189.column
http://query.nytimes.com/gst/fullpage.html?res=9E05E1D9153AF93BA15752C0A9649C8B63
2. I think that information technology did play a part in the ethical lapses at Enron.  It seems to me that Enron began to grow larger than the organization was prepared for.  Funding the growth that resulted from Enron's use of information technology caused the company to acquire debt which was then not disclosed on the books. 

3. I think that Enron collapsed because of the lapse in ethics.  Once Enron began falsifying their financial reports they were doomed.  Enron's accounting policies were obviously lacking and greed was able to set in.  

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 9 

	Date: Mon Jan 26 2009 21:50

	Author: Mather, Bonnie M <bmather@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	1.) Netflix has provided a better return to their investors over the last 5 years. Except for a moderate blip in 2005, Blockbuster has taken a steady downturn.

2.) http://moneycentral.msn.com

3.)I think Blockbuster initially tried to “overcompete” with Netflix. It seemed to make more sense for Blockbuster to try to start the online service on a smaller scale and build on it. This goes to the business strategy. I don’t think investment in the technology was a mistake, but it added a lot of debt in a short period of time. Other business decisions that affected revenues were questionable, like the price wars with Netflix and particularly eliminating the late fees, which had a tremendous impact on the bottom line.
(Laudon & Laudon, Management Information Systems, Ch3 case study, Blockbuster vs Netflix.)

4.)In terms of business strategy, I can’t say Netflix has made any mistakes. In fact, the following web site has an article titled “Netflix as a Model: How Innovative Business Owners Are Cashing in on Netflix-Style Success.” http://www.associatedcontent.com/article/615101/netflix_as_a_model_how_innovative_business.html
As far as information technology, they seem to have a pretty good handle on that too. The following was found at another web site:
Netflix, the movie-by-mail service, experienced a significant technology glitch August 18, 2008 causing delays in shipping DVDs to more than one third of its 8.4 million subscribers. Instead of irate reactions, customers applauded the company. Why?
Go to http://blog.nj.com/njv_linda_stamato/2008/08/the_netflix_technology_glitch.html
to find out why.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 13 

	Date: Mon Jan 26 2009 22:36

	Author: Fredericks, Brian  <fredbria@my.dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	Michelle, I agree with your comments around the company being only as ethical as the employees that go into it.  Obviously there were IT lynch pins within the demise of the company.  However, it is the staffing of the corporation that failed to properly install the necessary decision making processes that were needed.

It appears that the executives at Enron purposely utilized loopholes that were available in the IT infrastructure in order to maneuver the financial reporting to their advantage.  Unfortunately, there are no fool-proof safeguards that would allow the average investor to knowingly understand that these misleadings would occur.

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 13 

	Date: Mon Jan 26 2009 22:51

	Author: Fredericks, Brian  <fredbria@my.dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I thought your comment about No Late Fees was dead on correct.  Unless you are shopping for the biggest new release which Blockbuster seems to have 50 copies of within the store, everything else seems to be unavailable when needed.  I have also seen a very large rise of my friends and family utilizing the public library inventories over the past several years as well.  This seems to be very popular within the urban environment where libraries have searchable inventories and ordering policies can deliver your videos AND music within a few days.

I have noticed one issue with Netflix is that their inventories sometimes need to be increased.  I have approximately 100 movies in my pick list and there seems to be around 40 that are still unavailable.  I am unsure whether this will be addressed in the near future.

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 8 

	Date: Mon Jan 26 2009 23:04

	Author: Khan, Mujahed  <Khanmuja@my.dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	Netflix has provided a better return to their investors over the years. According to Forbes.com, the company was rated among one of the 400 best big companies in December of 2008.

One of the mistakes Blockbuster made was its "no more late fees" marketing strategy . This was essentially thrown out when there were legal accusations taken against the company because it reported false advertising. The link below describes more in detail. 

http://casestudyblockbuster.blogspot.com/2007/03/can-blockbuster-stand-up-to-netflix.html

Netflix has to also be cautious of rising competition from Blockbuster. Business Week reports:

"The problem for Netflix is renewed competition from Blockbuster. With its store movie rental business withering away, Blockbuster has spent heavily on its Netflix competitor "Total Access" program. The service delivers movies through the mail but also allows customer to exchange videos in person at Blockbuster stores. Blockbuster is losing money on the program, but it's succeeding in depriving Netflix of new subscribers."
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 13 

	Date: Mon Jan 26 2009 23:13

	Author: Mather, Bonnie M <bmather@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	1.)Enron was a virtual trading company that traded contracts for electricity and natural gas and, later, other products like rights to high-speed telecommunications networks and financial hedges against changes in the weather. It used a sophisticated online platform backed by a financial apparatus meant to hedge the company's bets. In the words of Kurt Launer, an analyst who follows Enron for Credit Suisse First Boston, the company had "the pioneering online venture for real-time availability of information" used in trading commodities. Despite Enron's collapse, its goal of merging the best thinking in energy, finance and information technology as an online commodity trader still garners respect. Enron's basic business model, in other words, may yet serve as a model for other companies. In the wake of Enron's bankruptcy filing, some of the best support for that model model came from its competitors.
http://www.kellogg.northwestern.edu/news/hits/020128nyt.htm
Could Enron's Business Model Actually Work?
By: Daniel Altman
January 28, 2002, New York Times
2.)In my opinion, I think information technology made it easier to change, manipulate or conceal facts and figures. But in the long run, it's the lack of moral fiber in a company's leaders/management that contribute to its downfall. When success, greed and arrogance replace the notion of "the good of the company," you can't blame that on a technology system.
3.)Enron was an innovative company, and its downfall can be traced to supreme arrogance bred by considerable success, some extremely poor diversification decisions, and poorly conceived and implemented administrative practices that led, over time, to reckless gambling and ethical drift. This drift was facilitated by Enron's bankers and advisors and largely missed by its board of directors and other watchdogs.
http://hbswk.hbs.edu/item/5950.html
Innovation Corrupted: How Managers Can Avoid Another Enron, Malcom S. Salter
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 11 

	Date: Mon Jan 26 2009 23:40

	Author: McCulloch, Ben  <bdmcculloch@gmail.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	The facts are that Blockbuster has a 5-year Return on Equity of -36.64. In addition, the stock price is down to $1.43 at closing on 01/26/09 from $18.72 on 01/30/04, a drop of more than 92%. Adding insult to injury, is the fact that Blockbuster's last dividend payment was just over 3.5 years ago.
Netflix, has also struggled during that period, with the stock down 22% from its closing price on 01/26/04. However, Netflix did have a 2:1 stock split during that span. Additionally, Netflix has enjoyed a better-than-industry average Return on Equity of 15.92 during the previous 5 years.

I used 2 sources in my research, the first was Google Finance (http://finance.google.com/finance?q=NFLX, http://finance.google.com/finance?q=BBI). My second source was Reuters.com (http://www.reuters.com/finance/stocks/ratios?symbol=NFLX.O, http://www.reuters.com/finance/stocks/ratios?symbol=BBI.N)

I believe that Blockbuster has made a simple mistake of pursuing new competitive advantages. For a period of time, the company had great market share and exerted itself heavily in the media rental industry. However, Blockbuster did not adapt to changes within the consumer culture. More importantly, Blockbuster did not react to changes within its own industry--media. I believe that any information technology mistakes Blockbuster has made were a result of poor strategic planning and execution.

Netflix has made one significant error in strategy, in the form of "throttling." The company policy had been to send media to less customers with less frequent usage. This policy was known was "throttling." As a result, the company received poor publicity and ended up settling a class action lawsuit out court. (http://www.msnbc.msn.com/id/11262292/)
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 11 

	Date: Mon Jan 26 2009 23:54

	Author: McCulloch, Ben  <bdmcculloch@gmail.com>

	Subject: Re: W2D2 - Enron

	


	

	
	Enron was a pioneer in merging commodities and information technology to create a virtual trading platform. The model that Enron created is still in use now, although the company is no longer active in the virtual trading of commodities. The company was able to take advantage of its substantial financial strength to create the trading platform that helped to set the stage for current trading practices. (http://query.nytimes.com/gst/fullpage.html?res=9E05E1D9153AF93BA15752C0A9649C8B63)

I can see how information technology may have contributed to the failure or some of the ethical lapses at Enron. My reasoning for this is because the company had created a medium that had yet to be fully regulated. Enron may have participated in illegal trading practices due to the lack of oversight.

However, I sincerely believe that Enron's collapse was a result of a culture that fostered ethical misdeeds. In examining the executive leadership of the company, its apparent that not only was there a blind eye turned toward ethical lapses, but also an encouragement of clear breaches of common business ethics and applicable laws.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 13 

	Date: Mon Jan 26 2009 23:58

	Author: McCulloch, Ben  <bdmcculloch@gmail.com>

	Subject: Re: W2D2 - Enron

	


	

	
	Erika,
Good points. I agree that Lay and Fastow greatly contributed to the collapse and destruction of the company. I also feel that there were many individuals at Enron who had knowledge of the practices going on. Although there were some who "blew the whistle," the majority just looked the other way went on with their lives. I think we all should be held accountable for our own actions, but also for the knowledge of corruption and subsequent inaction.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 4 

	Date: Tue Jan 27 2009 00:15

	Author: Jearkjirm, Wannarat  <jearwann@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	Technology itself would not harm unless people were involved. I agree with you that in Enron's case technology made it easier to commit the literacy crime. I think the moral of a company leader represents as the company's practices of moral.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 13 

	Date: Tue Jan 27 2009 03:27

	Author: De Silva, Virangi  <virangi@hotmail.com>

	Subject: Re: W2D2 - Enron

	


	

	
	1.       Search the Internet to see what you can discover about Information Technology at Enron. Summarize in one paragraph what you found and cite your source(s).



By 1995 Enron gained dominance in the energy industry and made 42% of transaction in the whole industry.  IT had played a key role in company’s business actives. Enron was driven by “virtual integration business” model for the energy industry and this has helped to keep its information transaction costs “virtually zero”. Enron spent an average of $250 million on IT each year for various activities such as trading, credit evaluation, advertisement, modeling, risk management, and financing. 

In addition to its basic IT applications for accounting, human resources, inventory and etc, the other IT applications used by Enron are Microsoft Exchange Server as its primary mail system, Oracle and Microsoft SQL Server databases, and enterprise-application integration software from Tibco, Client/Server software (D&B Software), SCADA and Lap Link, PageWriters (Motorola), ClickAtHome, Tops 2000 (Savvysoft), Real-Time Information Network (RIN) 

Enron used “Proliferation”, (to multiply the links and interactions within the networks, complicating them in unpredictable ways) “Amplification”, (to increase the calculative power of Enron as a major possessor of technologies and through that to amplify the asymmetry between Enron and other players), and “Delegation” (to provide new meanings and new meaningful articulations such as establishing Enron Intelligent Network etc.) as IT-enabled approaches for the operation and functionality of the company.

http://jodi.tamu.edu/Articles/v05/i04/Ekbia/
http://seclists.org/isn/2002/Mar/0066.html

2. Do you think that Information Technology contributed to the failure or any of the ethical lapses at Enron? Why or why not? Cite your sources (if any).
I think that unethical actions led to the failure of Enron. Enron’s offshore entities have helped to planning and avoidance of taxes, and raising the profitability of a business while company was actually loosing.  The “mark to market accounting” procedure helped to manipulate its true financial status.  Also company used employees pension funds to its own advantage even those actions had a bad impact on its employees.  Moreover, Enron’s accounting firm Arthur Anderson involved in irregular accounting procedures that resulted in false audit reports. Likewise, they misused information technology to enable their unethical practices. 

http://www.isda.org/whatsnew/pdf/EnronFinal4121.pdf
http://en.wikipedia.org/wiki/Enron
http://www.mgmtguru.com/mgt499/CorporateEthics.htm
 
3.
Why do you think Enron collapsed?
Enron’s collapsed because of the lack of corporate governance, misuse of accounting, auditing practices, and pension funds, unethical business behavior and corporate greed for the power.  Moreover, Arthur Anderson provided both auditing and consulting services to Enron and this has been created lack of truthfulness and transparency in the reports. 

Senior executives at Enron believed that they had to be the best in everything they do and tried to protect their reputation as the most successful executives in U.S.  As a result they compelled to hide their own failures when some of its business ventures began to perform poorly.   

http://www.scu.edu/ethics/publications/ethicalperspectives/enronlessons.html
http://fpc.state.gov/documents/organization/9267.pdf
http://www.scu.edu/ethics/publications/ethicalperspectives/enronlessons.html
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 8 

	Date: Tue Jan 27 2009 10:11

	Author: Poole, Merritt  <poolmerr@my.dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	Netflix does need to be wary of the competition brought by new entrant Redbox. Customers thrive for convenience and lower prices, especially in our current economy. When you are shopping for groceries, or grabbing lunch at McDonalds, you can also pick up a movie for the night for a mere $1.

Netflix has responded appropriately to the continuous improvements in the digital age. As of January 2009, LG Electronics and Netflix announced the first broadband-enabled HDTVs with Netflix streaming software embedded directly in the televisions. Netflix members have instant access to the library of movies and TV episodes right on the TV screen through an ethernet connection. On this note, Blockbuster has taken a long time meeting these new digital demands and consumer preferences. Blockbuster's aim seems to be clawing back market share from its competitors, rather than taking the torch as industry innovator and forerunner.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 10 

	Date: Tue Jan 27 2009 10:20

	Author: Reyes, Paul Michael Jocson <preyesnd@gmail.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	http://www.fool.com/investing/general/2009/01/27/netflix-rings-in-happy-new-year.aspx
Netflix has just reported their q408 earnings, once again beating expectations.  They ended 2008 with 9.4MM subscribers, up 26% from 7.5MM the prior year.  Acquisition costs fell, free cash flow doubled to $51MM, and they announced that they will begin buying back $175MM shares of stock, despite posting price gains.

This isn't quite a shock to me.  Again, I intially had Netflix, then Blockbuster(flix), then back to Netlix.  The only knock you can have against Netflix is that they take one or two days longer than Blockbuster to mail out a DVD, but that is because Blockbuster has a deal with the post office that, when the mailed DVD is scanned, sends a message to HQ that the DVD is received, and thus the mailing process is already begun for the next movie queue.

http://www.articlecity.com/articles/music_and_movies/article_872.shtml
But if you have Netflix, then you must have a computer/laptop and access to the internet.  Additionally then, you have option of watching unlimited (it's the 2nd cheapest subscription option) movies online.  Granted it's only a selection of about 12K, but it is better than nothing.  

If Netflix were to somehow match Blockbuster in terms of turnaround time, then I cannot see any reason why someone would choose Blockbuster online versus Netflix.

 

 

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 4 

	Date: Tue Jan 27 2009 10:30

	Author: Poole, Merritt  <poolmerr@my.dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	In spite of Enron's experience with mark to market accounting and the credit crunch the economy is experiencing today, the SEC is NOT expected to suspend this accounting practice. (as of WSJ 12/8/08) Congress ordered the SEC to develop a study about the role of mark to market accounting, and Congress takes on this accounting topic in its financial regulation discussion this year. It seems improvements must be made, and conditions reevaluated to prevent further Enron-esque situations and damage to the economy.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 12 

	Date: Tue Jan 27 2009 10:46

	Author: Kalkirtz, Jason  <kalkjaso@my.dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	I agree that Enron collapsed because of the lapse of judgment of employees and the unethical and immoral decisions that were made by all the individuals involved. Employees saw an opportunity, which was not in the best interest of the company/shareholders/stakeholders, and took advantage of and misused the information systems that they had access to. As http://ezinearticles.com/?The-Collapse-of-Enron:-Managerial-Aspects&id=59932 demonstrates, all the departments of the corporation were involved in the ruining corporate ethical values and principles, but executives and managers bear primary responsibility for the absence of corporate culture, clear accountability, and transparence of the company. I believe that these problems stemmed from the top CEO’s down to the lower divisions of the company. As the CEO’s set the Enron corporate culture, employees followed unethical behaviors to make sure to impresses the upper management and make the company look favorable.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 11 

	Date: Tue Jan 27 2009 11:02

	Author: McCarthy, Sean  <mccasean@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	This article was in the Chicago Tribune's Business section today.  It describes the success Netflix is having is due to their online service.  Netflix's updated their business model to adapt to the chaniging marketplace.  Something Blockbuster never realy did.

Now showing: Netflix streaming profits
Online video service 'energizing' company's growth in down market
By Dawn C. Chmielewski

Tribune Newspapers

January 27, 2009

<DISABLED-SCRIPT language=JavaScript src="http://ad.doubleclick.net/adj/trb.chicagotribune/biz;rs=10011;rs=10033;rs=10086;ptype=ps;slug=chi-tue-netflixjan27;rg=ur;ref=chicagotribunecom;pos=1;dcopt=ist;sz=300x250;tile=1;at=Consumer Electronics Industry;at=Earnings;at=Entertainment;at=Movies;at=Online;at=Marketing;at=Microsoft Corp;at=Amazoncom Inc;at=Contracts;at=Netflix Inc;ord=74648450?" type=text/javascript></DISABLED-SCRIPT> 

Netflix Inc., the movies-by-mail service, has shown little sign of the economic slowdown that has nailed other companies this earnings season. But it attributed its fourth-quarter jump in revenue, profit and subscribers to a surprising factor: the surging popularity of its online video-streaming service.

On Monday, Netflix said it added 718,000 subscribers in the fourth quarter, far more than analysts had expected, bringing its subscriber base to nearly 9.4 million. Netflix expects the number to reach 10.6 million within the next three months, even as other parts of the entertainment business contract because of the recession.

"It's very clear that streaming is energizing our growth," Netflix Chief Executive Reed Hastings said during a call Monday with analysts.

Hastings said the company's streaming business was propelled by connection with devices from LG Electronics, Samsung and Microsoft Corp. that offer Netflix's Watch Instantly service. Subscribers can use the service to stream any of about 12,000 TV shows and movies without waiting for the DVD to arrive. The company "substantially" increased its investment in streaming video and plans to do the same in 2009, he said.

"We plan to spend as much money as we can with the studios, licensing as much content as we can, and we are already one of the studios' largest Internet revenue sources," Hastings said. "Our spending is limited only by what content is available at reasonable costs."

DVDs remain the core of the company's business, and Netflix does not expect that market to peak until at least 2013.

But Netflix is betting that its future relies on delivering its streaming service to television, and it's paying devicemakers marketing money to promote Netflix.

Hastings expressed confidence that Netflix can thrive, even as online services such as Hulu rely on advertising to provide TV shows and movies free to viewers, and Amazon.com and Apple offer movie downloads for purchase or rental.

Netflix reported revenue of $359.6 million, up 19 percent from a year ago. Net income rose 45 percent, to $22.7 million, or 38 cents a share, compared with net income of $15.7 million, or 23 cents a share, a year ago.

Los Angeles Times 
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 5 

	Date: Tue Jan 27 2009 11:04

	Author: Kalkirtz, Jason  <kalkjaso@my.dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I agree with Vicki that Blockbuster is known to have a turnaround time for movies of two to three days, whereas Netflix almost always requires three days. Blockbuster has an agreement with the Post Office where the Post Office scans the bar code on the returned movies to alert Blockbuster, an advantageous form of MIS, which is apparently helping Blockbuster. According to http://www.articlesbase.com/art-and-entertainment-articles/why-i-dumped-netflix-for-blockbuster-online-187763.html, Blockbuster and the US Postal Service have an agreement to scan Blockbuster return envelopes and send the firm an electronic notification so customers don't have to wait until the envelopes are actually delivered before having the next movie on their to see list sent out. This feature that Blockbuster offers seems to be persuading Netflix’s customers make the transition to Blockbuster video rentals. Below is an example that the author from the previous article mentions about how advantages this new Blockbuster idea truly is. 

1. Monday: You receive your DVD movies through the mail, 1 from BlockBuster and 1 from NetFlix.

2. Tuesday: You drop off both movies at your local Post Office. The Post Office Scans in both movies. However, the difference is that BlockBuster HQ is electronically notified that their movie has been returned to the Post Office. BlockBuster knows that you have returned the movie, so they send out your next movie. NetFlix has not yet received their movie so they have not sent out there movie.

3. Wednesday: You receive your second movie from BlockBuster Online. NetFlix has just received the movie you sent on Tuesday. They ship your next movie.

4. Thursday or Friday: You receive your second movie from NetFlix.

As you can see, Blockbuster has come up with an informational technology advantage. Blockbuster still has many future difficulties in competing with Netflix’s but they are making moves in the correct direction.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 11 

	Date: Tue Jan 27 2009 11:18

	Author: Mugnolo, Michelle  <mugnmich@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I agree with Amanda’s comment about Netflix turnaround time. I am not a subscriber, but my sister is, and she is constantly getting movies in the mail, at least 3 a week. I honestly do not use either and am not very familiar with how either one of these companies really operate.  Until this assignment, I did not know that Blockbuster offered a similar service as Netflix, I am not sure if it’s because I don’t really pay attention, but I don’t see/hear much advertisement about Blockbuster like I do Netflix. The last thing I remember hearing about Blockbuster is that they were no longer charging late fees, which really hurt their business. I believe that Blockbuster acted too quickly and too risky actions in order to respond to their competitor, just like Gentri and Virangi previously stated. And after asking around to friends and co-workers, I have not heard many good things about Blockbuster’s service, and most people seem to prefer Netflix’s service hands down over Blockbuster. 
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 13 

	Date: Tue Jan 27 2009 11:18

	Author: Mugnolo, Michelle  <mugnmich@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	Stephen and Sarah, I couldn’t agree more. As Stephen previously stated, “management information systems are only as good as the integrity of the people managing them” this cannot be worded better. MIS systems cannot be blamed for unethical and immoral decisions made by the people running them. Computer systems do not have a mind of their own, and only do what we, as controllers, tell the systems to do. And like Sarah stated, it ties back into why we learn MIS as part of our core curriculum in the MBA program. It is important that we as business professionals are educated on the impacts of MIS systems, both positive and negative. Because like most things in this world there are always two sides of the coin, and it is important that we are exposed to every aspect of it. This also ties MIS into our Business Ethics course and Corporate Social Responsibility, all of which are a part of the core curriculum of our MBA program. 

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 7 

	Date: Tue Jan 27 2009 12:09

	Author: Balsavich, Stephen Joseph <sbalsavich@midwestbank.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	Interesting article.  Netflix continues to progress with technological advances, challenging the competition.  Clearly, this business model is effective with a substantial increase in the number of subscribers as well as reported growth in net income.  Too bad Blockbuster can't seem to contend with the developments of its competitors.  

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 7 

	Date: Tue Jan 27 2009 12:33

	Author: Hauser, Amanda  <Heaok711@aol.com>

	Subject: Re: W2D2 - Enron

	


	

	
	Sarah,
I agree that it is hard to imagine how anyone at Enron thought their little hide the debt scheme would work long-term. In the short-term, certainly, because people don't ask questions then. 

I also agree with your point on regulation. I'm surprised it took so long for people to catch on. Even when asked for financial information directly, Enron skirted the issue and basically adopted a 'just trust me' attitude. As an investor I would have been extremely suspicious, as a regulator I would have made sure I got answers.

As the text suggests, new technology comes with great responsibility. I think applies to pretty much any industry and I hope that Enron will serve as an example in the future.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 11 

	Date: Tue Jan 27 2009 13:11

	Author: Nowak, Robert J <nowarobe@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I totally agree with Clarence when he said that although Blockbuster is the largest retail chain for DVD's and video games, Netflix seems to be the onethat is coming up on top. They have modernized the way people rent DVD's and video games through the internet technology with a hassle free system. This is why I think Netflix is the more successful companies of the two.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 10 

	Date: Tue Jan 27 2009 13:17

	Author: Nowak, Robert J <nowarobe@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	I agree with Erika VR when she stated, like everyone else, that the fall of Enron was due to the unethical practices of the Executives, a swell as their greed. But I disagree with those who say that technology had NOTHING to do with the fall of Enron. Enron was able to get away with extortion and other crimes successfully through the use of information technology. They were able to manipulate stockholders with false companies to launder the money received.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 10 

	Date: Tue Jan 27 2009 14:22

	Author: McCarthy, Sean  <mccasean@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	Good point.  Too bad it took the collapse of Enron to enact stricter oversight and regulations.  Below is a quote from Sarbanes-Oxley Act. 

The most far-reaching government crackdown on business fraud in nearly 70 years, the Sarbanes-Oxley Act of 2002 (the "Act") is designed to combat the kind of corporate and accounting misdeeds that gave rise to the scandals facing some of the nation's largest companies and that helped to produce five of the ten largest bankruptcies in U.S. history during recent months. The Act is a lengthy and comprehensive measure that is designed to improve the quality and transparency of financial reporting, independent audits, and accounting services for public companies by creating a Public Company Accounting Oversight Board overseen by the Securities and Exchange Commission ("SEC") to enforce professional standards, ethics, and competence for the accounting profession; strengthen the independence of firms that audit public companies; increase corporate responsibility and financial disclosure; stiffen fines and criminal penalties for fraud, misrepresentation, and destruction of documents; protect the objectivity and independence of securities analysts; and enhance the SEC's enforcement of the securities laws.  
Sarbanes-Oxley Act of 2002, Pub. L. No. 107-204, 116 Stat. 745 (2002).

	
	



	



	Forum: Week 2 Discussions - Closed
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	Date: Tue Jan 27 2009 15:14

	Author: De Silva, Virangi  <virangi@hotmail.com>

	Subject: Re: W2D2 - Enron

	


	

	
	By providing both auditing and consulting services by Arthur Anderson created problems in clear accountability and transparency. Those practices questioned about our legal and regulatory structure of the country at that time.   The Sarbanes-Oxley Act of 2002 enacted on July 30, 2002 after number of corporate and accounting scandals like Enron, Tyco International, Adelphia, Peregrine Systems and WorldCom.    

Sarbanes-Oxley contains 11 titles that describe specific mandates and requirements for financial reporting, such as Public Company Accounting Oversight Board (PCAOB), Auditor Independence, Enhanced Financial Disclosures, Corporate and Criminal Fraud Accountability, Corporate Tax Returns, Corporate Fraud Accountability and Analyst Conflicts of Interest etc. 

(http://en.wikipedia.org/wiki/Sarbanes-Oxley_Act)

 

	
	



	



	Forum: Week 2 Discussions - Closed
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	Date: Tue Jan 27 2009 16:58

	Author: De Silva, Virangi  <virangi@hotmail.com>

	Subject: Re: W2D2 - Enron

	


	

	
	Yes, we cannot blame on the technology.  Enron collapsed because of its unethical business practices. Enron misused the technology to raise its profits when actually they were loosing. Senior executives thought that they had to be the best in everything they do.  There were times that senior management had tried to intimidate reporters who questioned their strategy.  Their unethical behavior had resulted failure in Enron. 

	
	



	



	Forum: Week 2 Discussions - Closed
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	Date: Tue Jan 27 2009 17:32

	Author: Kleine, Todd Douglas <tkleine@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I am impressed by Blockbuster's alliance with the postal service that begins the return process of movies when they arrive via mail. This astute partnership is a good element of Blockbuster's value chain model, or the, "specific activities in the business where competitive strategies can be best applied and where information systems are most likely to have a strategic impact" (Laudon, 104). In decreasing the lead time between movie returns and new movie shipment, Blockbuster customers come to rely on efficient, timely movie deliveries.
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	Date: Tue Jan 27 2009 17:36

	Author: McCulloch, Ben  <bdmcculloch@gmail.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	Paul,
Great info about the deal Blockbuster has with the USPS. That is definitely a creative way of getting around the natural time constraints of the mail delivery system.
I was wondering if there is a reason why Netflix hasn't engaged in that sort of mail processing with the USPS. Also, wouldn't it be in Netflix's interest to allow customer to go online and inform the company that they have put their DVD in the mailbox? This seems like it would be a good way to speed up turnaround. The only downside would be if people abused this system. However, I would think that a large part of the company's strategy relies on their customers not abusing the privilege and returning the movies anyway.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 7 

	Date: Tue Jan 27 2009 17:36

	Author: Kleine, Todd Douglas <tkleine@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	I agree with Bonnie that greed, accompanied with an impressive information technology infrastructure (for that time), led to the Enron downfall. When strategic leaders did an ethical analysis (whether or not it was a conscious effort), they clearly failed to "identify the potential consequences of options" (Laudon, 136). If they did, stakeholders and employees would have immediately surfaced as entities negatively impacted by unethical decisions.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 5 

	Date: Tue Jan 27 2009 17:55

	Author: White, Gentri  <whitgent@my.dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	I completely agree with you that greed was what caused the collapse of Enron.  I also think that Enron was in over its head.  The company was not prepared for the growth it was experiencing.  I agree that IT played a part in the company's collapse.  IT systems did make it easier to falsify reports.  However, I think the main reason was that people just stopped acting ethically and took advantage of the IT systems. 
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 8 

	Date: Tue Jan 27 2009 18:01

	Author: Georgikos, Stavros  <SGEORGIKOS@LIVE.COM>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I actually believe that the "no more late fees" campaign was beneficial for Blockbuster's longevity. For Blockbuster to compete directly with Netflix they had to change their approach and "no more late fees" brought the company on the same level as Netflix. If they continued charging late fees they would essentially make the additional revenue, but with all the customers most likely shifting to a "no late fee" approach from Netflix, Bockbuster would not have a large customer base to collect the late fees from. Overall, I believe that the "no more late fee" campaign kept Blockbuster alive in the media rental marketplace.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 6 

	Date: Tue Jan 27 2009 18:09

	Author: Georgikos, Stavros  <SGEORGIKOS@LIVE.COM>

	Subject: Re: W2D2 - Enron

	


	

	
	I agree that Enron manipulating their profits year-after-year created an inevitable downfall. You know what they say "what goes up, must come down". 

I think that everyone was thrilled that their stock portfolios were doing extremely well when Enron was at its peak, but nobody thought to question HOW? 

It is similar to the Bernard Madoff "ponzy scheme" that recently took place. Nobody thought to question how a fund can be doing extremely well during a time that the economy is obviously in a rapid decline. My grandfather gave my the best advice of the century, "if its too good to be true than it must not be true". Wise words to always remind yourself.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 4 

	Date: Tue Jan 27 2009 18:23

	Author: De Silva, Virangi  <virangi@hotmail.com>

	Subject: Re: W2D2 - Enron

	


	

	
	Businesses must have ethics to make use of the technology in right way.  The success and the survival of a business not only depend on technology but also with code of ethics that it uses.  Even though Enron had a great technology such as its online trading system that enabled transactions to take place $2.8 billion per day eventually it collapsed due to lack of its ethics.  Customer had lost confidence in Enron because of their improper and creative accounting procedures.   

The Enron, Tyco International, Adelphia, Peregrine Systems and WorldCom examples show us the important role of ethics in technology. Technology can be used in constructive way or in a destructive way. Businesses have a social responsibility to use it in a constructive way. 
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 4 

	Date: Tue Jan 27 2009 18:24

	Author: Balsavich, Stephen Joseph <sbalsavich@midwestbank.com>

	Subject: Re: W2D2 - Enron

	


	

	
	I completely agree.  The use of technology in the workplace has transformed the way we conduct business.  However, as these technological advances typically generate constructive results, they also open the door to a new set of ethical dilemmas.  There is the potential harm of manipulation and questionable/unethical business practices.  

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 3 

	Date: Tue Jan 27 2009 19:39

	Author: Grundas, Charles  <cgrundas@gmail.com>

	Subject: Re: W2D2 - Enron

	


	

	
	Maybe lack of control was not the downfall of the company, but the catalyst to help bring the company to the once great standing.  The stock traders for the company strived off the deregulated energy markets of California.  Within Enron: The Smartest Guys in the Room, the trader's control allowed them to convince power plants to shut down operations to control the supply and the price.  Enron's stock continued to escalate to better and better returns as the citizens dealt with rolling blackouts. 
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 5 

	Date: Tue Jan 27 2009 19:46

	Author: Jackson, Laura  <ljackson@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I also like the clever "by mail" techniques. It is definitely a big company like blockbuster that can create a partnership with the postal service. I think distribution is something that is easier to change for Blockbuster because of its many locations than a shift toward digital movie downloading....a completely new challenge with technology.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 4 

	Date: Tue Jan 27 2009 19:49

	Author: Jackson, Laura  <ljackson@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	I like your idea that technology "prolonged" Enron's immoral behavior and perhaps, by so doing, made their collapse all the more catastrophic. I had not really thought of it that way. Though, it truly is the use of technology by intelligent people that caused the collapse.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 7 

	Date: Tue Jan 27 2009 19:56

	Author: Mather, Bonnie M <bmather@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I have to admit I'm not the movie watcher I once was. I don't think I've ever rented a movie from Blockbuster, although my husband used to quite frequently. As for Netflix, it may be a great business model, but my first hesitation would be using the postal service for this type of delivery. I know what my mail service is like and there is no way I'd use them for movie delivery. In fact, I'm surprised Netflix didn't have some arrangement with a carrier to be on the safe side. I guess Blockbuster beat them out in that respect.
Since my husband is the movie buff of all kinds, I have to agree with Brian when he says use the library. I can't tell you the variety of movies my husband brings home from science fiction to documentaries to comedies, etc. The time you can keep them is reasonable and there are no fees anymore, except of course, if you bring them back late (minimal). I remember when he used to go to Blockbuster to try to find travel videos. That was hopeless. There is one more point I'd like to touch on. I believe it was Stavros who listed the blog comments from the Netflix subscribers. I did see some pretty negative stuff about Blockbuster also, but customer service is so important to me, again, I would be very hesistant to try either one.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 5 

	Date: Tue Jan 27 2009 20:54

	Author: Katris, Viki  <katrviki@my.dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	Along with Sean, I saw this article in the newspaper as well.  As the article says, Netflix proclaimed that they will increase their number of subscribers by 900,000 customers.  In the last three months of 2008, Netflix added a huge amount of 718,000 customers.  Their fourth quarter profits increase was said to be 45%, and Netflix, as a business, is doing very well.  

 

I believe that in the next 5-10 years Blockbusters stores will be nonexistent.  I believe that it is ridiculous to pay $5.00 for a DVD rental that you can only keep for 3-5 nights for a new release, especially with their late fees being brought back.  The South suburbs of Illinois, near my parents' home, have experienced the closing of two Blockbuster stores just in the year 2008 alone.  I predict that many more will close down soon because of the Netflix success.

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 7 

	Date: Tue Jan 27 2009 21:02

	Author: Katris, Viki  <katrviki@my.dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	Enron's scandals have led to many positive and negative outcomes.  A positive outcome would be that of the Sarbanes-Oxley Act, a legislation that established new or enhanced standards for all public company boards, management, and public accounting firms.  Through this act, we now have the quasi-public agency-Public Company Accounting Oversight Board (PCAOB), which is now in charge of overseeing, regulating, inspecting and disciplining accounting firms in their roles as auditors for these public companies.

 

A negative outcome is that 20% of European firms currently listed in the United States are considering pulling out their stock, or already have pulled out their stocks, from the US stock markets.  They did this in order to avoid the effect of the Sabanes-Oxley Act.  Europeans felt annoyed and irritated about the Act.  This has caused the US markets to have less investors, which ultimately has hurt the US position.  

Also, this act has caused many companies to go bankrupt in this country because of the strict regulations.

 

 

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 7 

	Date: Tue Jan 27 2009 21:24

	Author: Mather, Bonnie M <bmather@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	As an accountant and very in tune with detail, the audit function is always in the back of my mind when it comes to our processes and procedures. Auditing is a very important aspect of all companies and especially now also in IT. The audit failure led to Enron's downfall and I thought this was a good article to share:
A Cure for Enron-Style Audit Failures
If companies and regulators are ever to learn from the collapse of Enron—and prevent similar corporate debacles in the future—they must look more closely at the relationship between auditors, managers and the company audit committee.The Enron scandal is not an isolated accounting failure. Over the past five decades, accountants have changed from watchdogs to advocates and salespersons. Auditing has become one of a number of services, including consulting and tax advice, in which accountants "sell" creative tax avoidance and financing structures. Accountants enable their clients to account for transactions under generally accepted accounting principles (GAAP) while reducing transparency and aggressively maximizing earnings and debt. Creative accounting is part of the competition among auditors that has led to lower profit margins. As a result, the firms have sought more efficient and cheaper methods that undermine quality audits. The audit committee must have the leadership, independence and information to oversee the auditors and their relationship with the management.
— Jay Lorsch
This race for profitability and the failure of many auditors to maintain high professional standards cries out for legislation to create an independent, self-regulatory organization to oversee accounting firms. Accounting would remain in the private sector, but the government would be involved, which is critical to restore confidence. The SRO would have rule-making, supervisory and disciplinary powers similar to those of the stock exchanges. And, like them, it would be overseen by the Securities and Exchange Commission. The SRO board should balance members of the accounting profession with a majority representing the public interest. Company boards require less reform and, in general, existing law is adequate. The main problem lies in the failure by boards to follow procedures that would hold managements accountable for company performance. This could be improved by focusing on three areas. The first is leadership. The independent directors must have a leader who does not also hold the position of chief executive officer. Where the CEO and the chairman are the same person, a lead director should be chosen from the non-executive directors. The chairman of the audit committee must also be an effective leader. The New York Stock Exchange requires that members of the audit committee be independent and financially literate, and that at least one have accounting or equivalent experience. The audit committee chairman should have this experience and the leadership to insist on full and complete discussions. These qualities should ensure a strong relationship with the audit partner, who, though working with the management, must understand that his ultimate responsibility is to the audit committee. The second area for improvement is independence. The audit committee, along with most of the board, must be independent. The NYSE provides a definition of independence that, if complied with in spirit as well as letter, is sufficient. Furthermore, the auditors must also be independent, with no unrevealed ties to the company. While the Big Five have abandoned consulting, they continue to provide other services. Accordingly, each audit committee should either restrict its auditors to an audit role or publicly disclose the reasons for any other relationship. Auditors should be rotated every few years to prevent long-term, close ties between the management and their firm. The audit committee should also prohibit the management from hiring audit firm personnel for three years after the person has left the firm. Meetings of the audit committee should start and end with an executive session without the management, and the committee, as part of these sessions, should meet alone with its auditors. Last, information must be improved. The committee should be supplied with information regarding alternative GAAP methods that would result in different accounting outcomes and with figures outlining those differences. The reasons for the committee's acceptance of the management's and the auditor's recommendations should be disclosed in the financial statements. The audit committee must also ensure that all analyst and press reports about the company's accounting and disclosures are reviewed. Both the management and the auditor should be required to address negative comments and the committee should decide whether changes are necessary. Audit committees are the board's vehicle to monitor financial reporting. However, neither the audit committee nor the board is a guarantor and neither has an obligation to ensure perfect accounting or disclosure. They must use reasonable efforts to ensure management and auditors fulfill their obligations. To accomplish this the audit committee must have the leadership, independence and information to oversee the auditors and their relationship with the management. Without them, the next Enron could be waiting just around the corner. 
Excerpted with permission from "The Cure for Creative Accounting," Financial Times, April 10, 2002.
http://hbswk.hbs.edu/cgi-bin/print?id=2929
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 4 

	Date: Tue Jan 27 2009 21:26

	Author: Reyes, Paul Michael Jocson <preyesnd@gmail.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	There's always going to be customers complaining about service on Netflix and Blockbuster side. 

But you cannot deny the #s that Netflix have just posted. 

I agree that the library is a great resource for renting DVDs, but the reason Netflix (and Blockbuster) is a better option is due to the user-interface that allows to search for movies, and based on what you have chosen, refers similar movies.

And I also agree that if your local mailing service is poor quality, then you would be hesitant and would perhaps have a longer than average turnaround time.

And yes, you can also go to Netflix's website, tell them you returned the DVD already so they can queue up the next movie. They most likely have a system that can detect if you are abusing the system.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 4 

	Date: Tue Jan 27 2009 21:32

	Author: De Silva, Virangi  <virangi@hotmail.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I agree with Clarence that Netflix is doing great in providing an innovative way of renting movies.  The CEO of Netflix Reed Hastings expects to have 20 million subscribers between 2010 and 2012, which is approximately 20% of U.S. households.  

(http://www.businessweek.com/smallbiz/content/may2006/sb20060525_268860.htm)
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 6 

	Date: Tue Jan 27 2009 21:46

	Author: Reyes, Paul Michael Jocson <preyesnd@gmail.com>

	Subject: Re: W2D2 - Enron

	


	

	
	http://www.msnbc.msn.com/id/3606477/

The article above is a summary of the fourth and final, 1,134 page report submitted by Neal Batson, the bankruptcy court appointed examiner for the Enron case.

He summarized that there was sufficient evidence that proved that former Enron chairman Kenneth Lay and former chief executive Jeffrey Skilling failed to oversee Enron's financing accounting methods, which led to its' demise.

It was the culture of a need to inflate prices to meet earning targets (and bonuses) that was aided in part by auditor Arthur Andersen's accountants.

The error, then, can be classified as both an ethical disparity and as an IS failure on the part of Enron and Arthur Andersen's manipulation of the accounting methods used to falsify earnings.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 6 

	Date: Tue Jan 27 2009 23:41

	Author: Khan, Mujahed  <Khanmuja@my.dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	Enron believed it was the a part of the "New Age Of Innovation". The company felt that its new business model could out perform many other industries by viewing itself as a "market maker". Enron would be a middleman to find all sorts of energy forms (gas,electric and oil) and deliver them. However, the company could not live up to its expectation when it tried to venture into other avenues and reported false financial data. 

Source: http://www.newageofinnovation.com/blog/archives/2008/04/was_enron_a_new.html

I really do not believe that IT contributed to the failure or ethical lapse of Enron. IT was only a tool used by the corporation in doing their business. The blame falls on the individuals using these tools in inappropriate ways. 

In many ways Enron collapsed due to its corporate culture. The executives of the company payed no attention to their institution's financial records and when some of the organization's business ventures proved to be unsuccessful the executive's tried to cover it up. The corporate culture of enron was one of greed from the top executive to mid to lower level employees. 

Source: http://www.scu.edu/ethics/publications/ethicalperspectives/enronlessons.html
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 4 

	Date: Wed Jan 28 2009 00:18

	Author: McCulloch, Ben  <bdmcculloch@gmail.com>

	Subject: Re: W2D2 - Enron

	


	

	
	Brian, good point about investors not being able to foresee that Enron was misleading them through falsifying reports. I think the saddest outcome of this situation is the total loss of retirement investments by many of Enron's current (at the time) and former employees, and especially retirees.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 5 

	Date: Wed Jan 28 2009 07:12

	Author: Reyes, Paul Michael Jocson <preyesnd@gmail.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	http://www.gamedaily.com/articles/news/xbox-live-is-proverbial-gold-mine-for-netflix-says-pachter/?biz=1
The above article contains comments from, perhaps the #1 Videogame analyst, Michael Patcher from Wedbush Morgan Securities.  On a side note, I worked at Wedbush for about 2 years, and had the fortune of being able to speak with Mr. Patcher on several occassions.  Like all analysts, he has his detractors, but the man knows his videogames, that is for certain.

As I have been stating in my posts over the week, the integration of Netflix's "watch instantly" feature onto XBOX 360's Live network can only increase Netflix's subscription numbers.

There are about 8MM Gold members that are online (paid subscriptions to XBOX), and of that, 800K were already Netflix members.  It is estimated that an additional 200K became Netflix members in the last half of the quarter.

With an estimate of XBOX 360 console sales to be around 5-6MM in 2009, and with a conversion rate of about 35% signing up for a Gold membership, that equates to about 1.75-2.1MM Gold members.  That new base, plus the remaining 7MM Gold members already installed, allows for numerous subscribers for the Netflix service.

Netflix +1, Blockbusterflix -1.

 

 

 

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 6 

	Date: Wed Jan 28 2009 08:28

	Author: Mugnolo, Michelle  <mugnmich@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I completely agree with what Wannarat said about Blockbuster dropping the ball and letting Netflix’s fly right past them. Blockbuster was so huge for such a long time, and they had the name and reputation out there, but they did not keep up with the times. Blockbuster has brick and mortar stores around the country and was already well established, but they did not look to the future and what was going on in the industry and dropped the ball. Also, like Wannarat said, by mixing in-store rentals with online rentals I believe did not work the way Blockbuster was hoping. But by not moving forward and keeping up with the changes in the industry, Blockbuster gave Netflix’s the go-ahead to be the leader in the industry, and I don’t think that Blockbuster will ever be able to catch up.

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 5 

	Date: Wed Jan 28 2009 08:30

	Author: Mugnolo, Michelle  <mugnmich@dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	I do agree that it was not the information technology that caused Enron to collapse, but the lack of judgment and unethical decisions made by the employees and managers. I do agree with Erika and Sarah that more regulation should have been in place, and more questions should have been asked of employees, especially at the upper-management levels. Like Erika stated, it cannot be assumed that all people are inherently good, as terrible as that may sound, unfortunately it is true. With all the advancements in technology today, it unfortunately to say, was bound to happen at some point that people would take advantage of the resources they have at their fingertips. And it is very unfortunate that the Enron story had such a huge impact on so many lives, just so other employees could profit from it. 
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 5 

	Date: Wed Jan 28 2009 09:47

	Author: Mather, Bonnie M <bmather@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	With all of the competition between Blockbuster and Netflix, I found an article in the Dallas News that indicates Blockbuster may be “passing the pack by teaming up with Microsoft on new mobile services that will let customers watch even more movies on more devices.”  According to Blockbuster’s chief information officer, Keith Morrow, any device with an Internet connection and a screen will eventually give customers instant access to any movie.  The new software platform from Microsoft called “Live Mesh” uses Internet connections to share data among different devices.  “Blockbuster is one of the first companies to try building an application on Live Mesh, and it certainly has some cool ideas.”  To read the entire article, which I thought was really interesting, go to:
http://www.dallasnews.com/sharedcontent/dws/bus/stories/DN-blockbuster_01bus.ART0.State.Edition1.4a219e8.html
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 3 

	Date: Wed Jan 28 2009 09:54

	Author: Hauser, Amanda  <Heaok711@aol.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I think you bring up an interesting point with the comment on RedBox rentals. This is another area where Blockbuster made a business strategy mistake. These RedBox units are typically available right outside grocery stores, making them very convienent. Granted, their fee structure is a little different since they charge per night rather than offering a few nights for a set price. I'm sure these units make money because many people forget to return the movie after the first night thus incurring extra expense. However, Blockbuster didn't anticipate this other new competitor in their brick and mortar business and are suffering because of it. Most parents would much rather grab a movie while at the grocery store than make a special stop.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 3 

	Date: Wed Jan 28 2009 09:56

	Author: Hauser, Amanda  <Heaok711@aol.com>

	Subject: Re: W2D2 - Enron

	


	

	
	I agree. However, think of what could have happened had Enron not collapsed. It may have taken much longer for these types of regulations to be inacted had Enron not suffered such a large collapse. They provided a rather efficient catalyst for regulation that would eventually be necessary anyway.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 3 

	Date: Wed Jan 28 2009 10:49

	Author: McCarthy, Sean  <mccasean@dom.edu>

	Attachment: Enron_Hearings.pdf (3675984 bytes)

	Subject: Re: W2D2 - Enron

	


	

	
	I found this quote while reading the Enron Hearings before Congress.  In the hearings, it discusses Enron's information systems as being top notch in the country.  Below is a quote during the hearings from why Enron collapsed.  I have attached the document if anyone would like to read it.

Enron engaged in a successful and sophisticated financial trading system involving the trading of energy contracts including oil, gas and electricity. By the development of a state of the art trading environment, Enron was able to engage in massive bilateral trading contracts that were outside the overview of the SEC or the United States Commodities Futures Trading Commission (??CFTC??). The CFTC overview of such contracts was excluded or exempted as the result of a recent amendment to the federal commodities futures trading law, even though these contracts are similar to other futures contracts regulated by the CFTC. This type trading is risky but apparently necessary in order to provide an open market in these commodities. For example, by engaging in appropriate risk management techniques a supplier can assure a future market for its products and a user can assure the availability of the product at an established price. In order to track supply and demand it is necessary to have state of the art hardware and software and the personnel resources trained in such trading environments. Even though energy futures contract trading is a risky business, the meltdown of Enron was accelerated as a result of action by credit reporting agencies that downgraded them from investment grade to junk status. An energy trading entity will not be able to remain in the market once they have lost financial integrity and confidence by their trading partners.  The disclosure of their serious financial problems, the lost value in their shares, the off-balance sheet financial engineering and the decline in the broadband telecommunications business, all came to light much in the manner of the weather systems in the movie ??The Perfect Storm??.
 

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 3 

	Date: Wed Jan 28 2009 10:54

	Author: McCarthy, Sean  <mccasean@dom.edu>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	Good Point.  On Monday, Netflix released their 4th quarter results.  The results were very impressive compared to Blockbuster.

Fourth-Quarter and Fiscal-Year 2008 Financial Highlights

Subscribers. Netflix ended the fourth quarter of 2008 with approximately 9,390,000 total subscribers, representing 26 percent year-over-year growth from 7,479,000 total subscribers at the end of the fourth quarter of 2007 and 8 percent sequential growth from 8,672,000 subscribers at the end of the third quarter of 2008.

Net subscriber change in the quarter was an increase of 718,000 compared to an increase of 451,000 for the same period of 2007 and an increase of 261,000 for the third quarter of 2008. Gross subscriber additions for the quarter totaled 2,085,000, representing 39 percent year-over-year growth from 1,495,000 gross subscriber additions in the fourth quarter of 2007 and 36 percent quarterover- quarter growth from 1,528,000 gross subscriber additions in the third quarter of 2008.

Of the 9,390,000 total subscribers at quarter end, 98 percent, or 9,164,000, were paid subscribers. The other 2 percent, or 226,000, were free subscribers. Paid subscribers represented 98 percent of total subscribers at the end of the fourth quarter of 2007 and at the end of the third quarter of 2008.

Revenue for the fourth quarter of 2008 was $359.6 million, representing 19 percent year-over-year growth from $302.4 million for the fourth quarter of 2007, and a 5 percent sequential increase from $341.3 million for the third quarter of 2008. Revenue for fiscal 2008 was $1.365 billion, up 13 percent from $1.205 billion for fiscal 2007.

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 6 

	Date: Wed Jan 28 2009 11:22

	Author: Von Roenn, Erika Marie <erikamarievr@msn.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	I have to agree with Vicki that Blockbuster will soon be out of business completely. There is no way that they can compete with Netflix while continuing to charge a more expensive fee to rent along with charging late fees. Furthermore, when renting with Netflix there is no real worry about not being able to rent the movies you want..going to the store you risk the movie being out.
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 2 

	Date: Wed Jan 28 2009 11:34

	Author: Von Roenn, Erika Marie <erikamarievr@msn.com>

	Subject: Re: W2D2 - Enron

	


	

	
	I agree with Bonnie but I think its also important to make note of the other companies like Arthur Anderson who were in the pockets of the Enron executives the entire time. Enron was one of their biggest clients and Anderson certainly didn't want to do anything to interrupt that. 
As Time Magazine wrote, "Relationships get formed. Hands wash each other. And for an auditor, offending a big client with uncomfortable scrutiny quickly becomes a company no-no. After all, everybody's on the same team."
www.time.com/time/nation/article/0,8599,194573,00.html
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 4 

	Date: Wed Jan 28 2009 13:31

	Author: Reyes, Paul Michael Jocson <preyesnd@gmail.com>

	Subject: Re: W2D1 - Netflix and Blockbuster

	


	

	
	(a) great idea.  it is only a matter of time being mobile devices are able to stream online movies via Blockbusterflix or Netlifx or Hulu or other streaming sites.

(b) I don't see how Microsoft would agree to this, as their own product, the XBOX 360, has a Netflix service on it.  It'd be a conflict of interests.

(c) If I were Blockbuster, I would try to make a similiar deal with Sony to provide Blockbusterflix on the PS3.  

	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 3 

	Date: Wed Jan 28 2009 13:38

	Author: Kalkirtz, Jason  <kalkjaso@my.dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	Elaborating on Vicki’s comment on the Sarbanes-Oxley Act, from http://citizeneconomists.com/blogs/2008/08/28/the-sarbanes-oxley-act-six-years-later/, critics have argued that the Sarbanes-Oxley Act has damaged American competitiveness and made it less attractive for foreign companies to list in the American markets, driving public offerings elsewhere. A recent study by Andrew Karolyi & Rene Stulz, concluded that the facts do NOT support the criticism that the Sarbanes-Oxley Act has damaged American competitiveness and made it less attractive for foreign companies to list in the American markets. According to this study, the foreign companies that left the US markets after the Sarbanes-Oxley Act did not leave the United States because of the Act, but because their slow growth and poor market performance had affected their ability to attract American capital.
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	Subject: Re: W2D2 - Enron

	


	

	
	I agree with you that Enron's corporate culture was truly to blame in the company's collapse.  Although IT did make it easier for the wrongdoers to cover their tracks, IT itself was not the problem.  The responsibility lies with those who use the systems. 
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	It seems everyone has taken a page from Enron.  Although this article is dated, it still is scary to know that people are still playing manipulative games.  In this instance, Dr. James Hansen, leading climate scientist at NASA, switched computer programs used by climatologists to assist in the collection and interpretation of climate data. NASA has been using a system called SHAP for decades. Dr. Hansen switched to a system called FILNET to leverage opinions of climate change and global warming.  This was likened to companies changing from Generally Accepted Accounting Principles (GAAP) to Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA) which produced a lot of flawed earnings in the late ‘90s and early ‘00s.  Most disturbing is that Dr. Hansen can change formats to suit his agenda.  This brings me back to an earlier point about auditing.  Auditors will not permit companies to change methods merely to boost reported earnings.  The scariest part of this incident is that it was underreported, and that is probably an understatement.  With the current state of climate conditions on the planet, I don’t think Dr. Hansen should be following the lead of Jeffrey Skilling.
Source:  http://newsbusters.org/node/15700/print
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	I really did enjoy Jason's discussion because the information and the attached sheet really gave me a better insight on the day to day operations through information technology. It gives me a better visual.
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	I can relate on that quote because I remember hearing that quote while watching the documentary on Enron in Professor Low's Organizational Behavior course last semester. Now I can understand how information technology can be mislead through top notch public relations as it relates to this course.
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	I agree with your analysis of Blockbuster going from being an industry leader to playing catch-up.  Netflix really changed the way movie lovers could access their entertainment and they accomplished this by using innovative technology.  Blockbuster on the other hand, was merely reactive to the impact Netflix made on their business, rather than proactive in coming up with ways to serve their customers better. 
	
	



	



	Forum: Week 2 Discussions - Closed
	Times Read: 3 

	Date: Wed Jan 28 2009 19:40

	Author: Khan, Mujahed  <Khanmuja@my.dom.edu>

	Subject: Re: W2D2 - Enron

	


	

	
	I agree that employees should have been questioning their managers when they were asked to do unethical work. Part of the job of any good employee is to know when to challenge and question their superiors.
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	I absolutely agree with your analysis that Blockbuster tried to "overcompete" with Netflix. Blockbuster should have had a strategy in which it slowly moved into online renting rather than a complete switch that left customers confused.
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	I agree with your point that IT was a vehicle for the ethical lapses at Enron.  While the actual collapse could be blamed on unethical employees, they found loopholes in the IT system. I think it is important that corporations stay current with their reporting regulations, like Sarbanse Oxley and have internal processes to keep their accounting practices and document management in check.  
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	I agree with you Laura, Netflix has definitely found a great way to tap into what the customer is most likely to want, when they want it. The other benefit they seem to find is a way to tap into this without a lot of cost. Allowing customers to view videos online cannot be a huge additional cost, yet it seems like a huge added advantage.
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	I think that this can be taken even further back. It is not only the people managing the information systems, but also the people who create them. In my opinion, Enron not only lacked people with the moral integrity to operate the information systems effectively, they also lacked the proper people to create them as there were practically no checks and balances.
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	Going off of what Michelle said, it's interesting to hear that not many people know about Blockbuster's late fees coming back. It's true that getting rid of the late fee charges and regulations in the first place really hurt Blockbuster's business, but I really don't think there is anything further that Blockbuster can do to compete on the same level as Netflix. 

I found this interesting quote on the web today while researching more about Netflix's continuous growth on its number of subscribers. The following was stated by Netflix's CEO:

"Our growing scale gives us many operational advantages. We’re now up to nearly 60 distribution centers across America and can provide delivery to over 97% of our subscribers in about one business day. This quarter we’ll be testing weekend shipping in parts of the country which will provide even faster service both for those new subscribers who signed up over the weekend and for those subscribers returning movies at the end of the week." 

-->clearly, we see that Netflix's long-term goals are adamant in foundation. I feel like there's no stopping Netflix to continuously coming up with ideas to improve their service EVEN MORE than they have thus far. I think I'm ready to join Netflix after all this research :-)
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	I agree with Mujahed that the employees should have questioned their superiors-perhaps they did along the way. But the article I found, which is from 2006, came from the following website: http://www.sfgate.com/cgi-bin/article.cgi?f=/c/a/2006/05/28/BUG11J32A51.DTL

and the article states that numerous employees were "relieved" when the former chief executives of Enron were convicted. Plus, employees were upset that when their 401(k) retirement plans were put on a lockdown (employees werent able to access their accounts). To make matters worse, when the lockdown was lifted, the shares were worthless.
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	Ben, you're right. There were people that knew about the problems. An article I found online stated that Enron's former Enron Vice President Sherron Watkins, had aletered Lay of accounting problems at the company and was rebuffed. Perhaps warnings like this should have been taken into consideration, so that as Sherron Watkins states, "Much pain could have been avoided."

But just like Ben said, one or two or however many warnings obviously was not enough to cause resolutions. And I really agree with your ending quote-I believe people should be held responsible for things they did and things they did NOT do.
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	I absolutely agree. This article is very astonishing that even a government organization like NASA is dealing with corporate corruption.
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	I agree that Enron's management pursued success at any cost, even if it meant deceiving major stockholders in the company.
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	Brian,
I am a former Netflix customer who now uses the library. The Chicago Public Library has a great website that allows the user to search for movies and have them sent to the users library of choice for pickup. However, I think the main factor in canceling my Netflix account was the availability of movies and TV shows through the On Demand system. I would think that cable On Demand has to be one of Netflix's toughest competitors.
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	Viki,
I believe that there was definitely a good amount of self-preservation involved. It is difficult for whistleblowers, and especially at a large, imposing, politically-connected organization such that Enron was. I cannot judge the non-executive employees, because I know I have never been faced with a situation in which doing the right thing may jeopardize my career. Although, I would like to think that I would do the right thing, regardless of the consequences.
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	True, and Blockbuster's reaction was very late as well. I wonder what the outcome would have been if Blockbuster had reacted quickly to Netflix and instituted the current rental it has now. If that were the case, Netflix might not even still be around.
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	Viki,
Thanks for the great post, and excellent quote. The thing that I extracted from what the Netflix CEO said, is that the company has a clear understanding of its core competencies. On top of that, they have a strategic plan in place to further develop their competencies. Those are two things that I cannot say for Blockbuster.
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