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Chapter 1 – Information Systems in Business

Information systems project goals:
· Reduce costs, improve productivity
· Improve customer Satisfaction Loyalty
· Create competitive advantage
· Generate growth
· Streamline supply chain
· Global expansion

Typical businesses operate in functional areas.
Functional areas: anything that is interdependent. For an organization to succeed, every department or functional area must work together sharing common information. 

To be successful, individuals must understand
1. Information systems basics
2. Roles and responsibilities in information systems
3. Measuring information systems success 

Information systems (IS): computer-based tools that people use to work with information and that support the information and information-processing needs of an organization. 

Functional organization: each functional area has its own systems and communicates with every other functional area. 

Management Information Systems (MIS): the function that plans for, develops, implements and maintains IT hardware, software, and applications that people use to support the goals of an organization. 

When beginning to learn about MIS or IS systems, it is important to understand:
· The difference between data, information and knowledge
· IS resources
· IS cultures 

Data: raw facts that describe the characteristics of an event. 

Information: data converted into a meaningful and useful context 

Knowledge: information that can be enacted on. 

The plans and goals of the MIS department must align with those of the organization. People use Information technology to work with information. 
If one of these 3 resources fail, they all fail and the company fails. 

4 common information-sharing cultures exist in organizations: 

1. Information-Functional: Employees use information as a means of exercising influence or power over others. 
2. Information-Sharing: Employees across departments trust each other to use information to improve performance. 
3. Information-Inquiring: Employees across departments search for information to better understand the future and align themselves with current trends and new directions. 
4. Information-Discovery: Employees across departments are open to new insights about crisis and radical changes and seek ways to create competitive advantages. 

Chief Information Officer (CIO): executive-level position that involves high-level strategic planning and management of information systems pertaining to the creation, storage, and use of information by a business. CIO is responsible for 
1. Overseeing all uses of information systems
2. Ensuring the strategic alignment of IS with business goals and objectives
3. Communicate to others in the organization how IS can be used to benefit the enterprise. 

Manager: ensure the delivery of all IS projects on time and within budgets 
Leader: ensure the strategic vision of IS is in line with the strategic vision of the O.
Communicator: advocate and communicate the IS strategy by building and maintaining strong executive relationships. 

Chief Technology Officer (CTO): responsible for ensuring the throughput, speed, accuracy, availability and reliability of an organization’s IT. Must have a good knowledge of hardware, software and telecommunications. Reports to CIO.

Chief Security Officer (CSO): responsible for ensuring the security of information systems and developing strategies and technical safeguards against attacks from hackers and viruses. 

Chief Privacy Officer (CPO): ensures the ethical and legal use of information within an organization.

Chief Knowledge Officer (CKO): collects, maintains and distributes an organization’s knowledge. 

A major problem is the gap between business personnel and IS personnel. 

Improving communication: IS members should be included in business meetings. Business personnel should read up on IS magazines. CIO’s responsibility to ensure communication between business and IS personnel. 

How do we measure IS success? You calculate return on investment (ROI) of the new software. 

Key Performance Indicators (KPI) are the measures that are tied to business drivers (example: metrics).

Efficiency IS metric: measure the performance of the info system itself such as throughput, speed, availability. 

Effectiveness IS metric: measure the impact IS has on business processes and activities including customer satisfaction, conversion rates, and sell-through increases. 

* Canada is ranked highest for effectiveness; United States is ranked highest for efficiency. 

Regardless of efficiency and effectiveness, there must be benchmarks or base values that the system seeks to attain. 

Benchmarking is a process of continuously measuring system results, comparing those results to optimal system performance and identifying steps and procedures to improve system performance. 

Efficiency IS metrics
· Throughput: amount of info that can travel through a system at any point in time.
· Transaction speed: amount of time a system takes to perform a transaction
· System availability: number of hours a system is available for users
· Web traffic: includes a host of benchmarks such as the number of page views, unique visitors and the average time spent viewing the page.
· Response time: time it takes to respond to user interactions such as a mouse click. 

Effectiveness IS metrics
· Usability: ease with which people perform transactions and find info.
· Customer satisfaction: measured by benchmarks such as surveys, % of certain customers retained, increase in revenue/customer.
· Conversion rates: number of customers that “touches” for the first time and persuade to purchase its products or services.
· Financial: Return on Investment. 

Competitive advantage: product or service of a company that has greater value than that similar of a competitor. 

First-mover advantage: when an organization can significantly impact its market share by being first to market with a competitive advantage. 

Environmental scanning: acquisition and analysis of events and trends in the environment external to an O. 

O’s use 3 common tools to analyze and develop competitive advantage:
1. Five Forces Model
2. Three Generic Strategies
3. Value Chain Analysis 

Five Forces Model

Help determine the relative attractiveness of an industry.

1. BUYER POWER
· High when buyers have many choices of whom to buy from. 
· Two situations in the supply chain where O’s need to be concerned about buyer power: with customers and suppliers
· Loyalty programs: reward customers on amount of business they do with the O. They are a good example of using IS to reduce buyer power. 

2. SUPPLIER POWER
· High when buyers have few choices of whom to buy from.
· Concerned with customers and suppliers
· Business-to-business (B2B) marketplace is an internet-based service that brings together many buyers and sellers.
· A private exchange is a B2B marketplace in which a single buyer posts its needs and then opens the bidding to any suppliers who would care to bid. 
· Reverse auction is an auction format in which increasingly lower bids are solicited from organizations, causing other O’s to drop out.

3. THREAT OF SUBSTITUTE PRODUCTS OR SERVICES
· High when there are many alternatives to a product or service. 
· Switching costs: costs that can make customers reluctant to switch to another product or service. Does not have to be monetary. 
· You want to have high switching costs. 

4. THREAT OF NEW ENTRANTS
· High when it is easy for new competitors to enter a market

5. RIVALRY AMONG EXISTING COMPETITORS
· High when competition is fierce in a market. 
· Most of them have loyalty programs that give shoppers special discounts
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The Three Generic Strategies

Once an O has determined to enter a market, it must formulate a strategy.
1. Broad cost leadership
2. Broad differentiation 
3. Focused strategy
Broad strategies reach a large market segment while focused target niche market. Focused strategy concentrates on either cost leadership or differentiation. 
Value Creation

A business process is a standardized set of activities that accomplish a specific task.

The value chain approach views an O as a series of processes, each of which adds value to the product or service for each customer. To create a competitive advantage, the value chain must enable the organization to provide unique value to its customers. 

Added value is created through lower costs or superior benefits to the consumer. 

Business-driven information systems: Info systems are implemented to support a company’s competitive business strategy. 


*Check out table on p.21 to see “Generic Strategies” on using the 5 forces. 
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