Chapter 2 – Decision making and IS 

Primary reasons for growth of Decision-Making IS
1. People need to analyze large amounts of information
2. People must make decisions quickly
3. People must apply sophisticated analysis techniques, such as modeling and forecasting, to make good decisions.
4. People must protect the corporate asset of the organizational information 

Transactional data: includes all raw facts contained within a single business process or unit of work, and their primary purpose is to support the performing of daily operational tasks. Ex of events: withdrawing cash from ATM. Ex of transactional data: the bank account balance. 

Analytical information: includes all summarized or aggregated transactional data and its primary purpose is to support the performing of analysis tasks. Also includes external info from outside market and industry sources. 

Two different types of processing occur in an O with respect to TD and AI:

Online transaction Processing (OLTP): the capturing of transaction and event data using info systems to
1. Process the data according to defined business rules
2. Store the data
3. Update existing data to reflect the new data entered 

Online analytical Processing (OLAP): analysis of summarized or aggregated info sourced from transaction processing systems data and sometimes external information to create business intelligence in support of analytical and strategic decision making. 

Business intelligence: general term describing info that people use to support their analytical and strategic decision-making efforts. 

· Consolidation: smaller groups/companies merge to make bigger ones. The combination of information, groupings of interrelation information. 
· Dill-Down: move from summary information to detailed data. Ex: monthly, weekly, daily, hourly information. 
· Slice and Dice: Ability to look at information from different perspectives. 

Three types of IS

1. Transaction Processing System (TPS): basic business system that serves the operational level (clerks and analysts) in an O. A TPS performs OLTP and handles transaction data. 
2. Decision Support System (DSS): models data and info to support managers, analysts and other business professionals during the decision-making process for more analytical purposes. 

1. Sensitivity analysis: studies the impact of the change of one (or more) parts of the model on others. Changing one variable and seeing the impact on others. 
2. What-if analysis: checking the impact of a change in an assumption on the proposed solution. 
3. Goal-seeking analysis: finding the inputs necessary to achieve a goal such as a desired level of output. 

3. Executive Information System (EIS): supports senior-level executives within the organization. Contains primarily very coarse (highly-summarized) information. 

Digital dashboards: integrate information from multiple components and tailor the information to individual preferences. 

Verizon Communication business performance fall under 3 categories.
1. Market pulse: Includes daily sales numbers, market share, subscriber turnover
2. Customer service: problems resolved on first call, call center wait times, etc. 
3. Cost driver: Includes number of repair jobs completed per day, call center productivity. 

	
	TPS
	DSS
	EIS

	Type of data found in the system
	Transactional data
	Transactional or analytical
	Analytical

	Who makes the decision using the system?
	Clerk or analyst
	Analyst or manager
	Executive 

	Type of decision handled 
	Operational 
	Analytical 
	Strategic 



Intelligence systems: various commercial applications of artificial intelligence. 

Artificial intelligence (AI): technology and a branch of computer science that studies and develops intelligent machines and software. It stimulates human intelligence such as the ability to reason and learn. They can solve problems with incomplete info and resolve issues that can’t be solved using conventional computing. 



Categories of AI:

1. Expert Systems: computerized advisory programs that imitate the reasoning processes of experts in solving difficult problems. Human expertise is transferred to expert systems and users can access the system for specific advice and answers. 
2. Neural Networks: attempts to emulate the ways the human brain works. Analyze large quantities of info to establish patterns and characteristics in situations where logic or rules are unknown.  Fuzzy logic is a mathematical method of handling imprecise or subjective info. 
3. Genetic Algorithms: mimics the evolutionary, survival-of-the-fittest process to generate increasingly better solutions to a problem. Optimizing system. Finds the combination of inputs that gives the best output. 
4. Intelligent Agent: accomplishes specific tasks on behalf of its users. Use their knowledge to make decisions in a way that fulfills what the user is looking for. 
5. Multi-Agent Systems: computerized system composed of multiple interacting intelligent agents within an environment.

AI vs. TPS, DSS, EIS

AI are designed to provide answers to problems and determine the best decision to make. 

TPS DSS and EIS are designed to support end-users in their decision-making, as opposed to making decisions for them. 

Business process improvement model p.46

Document As-is  Establish Measures  Follow Process  Measure performance  Identify and Implement improvements 

Business process re-engineering (BPR) model p.47

Set project scope  Study competition  Create new processes  Implement solution

BPR: redesign of workflow within and between enterprises. Improves business processes by making them cheaper, faster, better. 
Downfalls of BPR: companies become so wrapped up in improving their systems that they fail to keep up with competitors in offering new products and services. 

Business process modeling: activity of creating a detailed flow chart or process map of a work process showing inputs, tasks and activities in structured sequence. 

Business process model: graphic description of a process from selected viewpoint. 

As-Is process models: represent the current state of the operation that has been mapped, without any specific improvements or changes to existing processes.

To-Be process models: show the results of applying change improvement opportunities to the current (as-is) process model. 

Business Process Management (BPM): integrates all of an O’s business process to make individual processes more efficient. 

Revenue Management is the application of disciplined analytics that predict consumer behavior at the micro-market level and optimize product availability and price to maximize revenue growth.



CASE QUESTIONS AND ANSWERS 

1. What advantages are there for an airline to use a revenue management system?
	Revenue management systems are used to maximize revenue generated on every flight by forecasting the demand for a flight at various fare levels based on historical demand. Without a revenue management system airlines could not optimize the flights because, given that airlines like Air Canada carry over 20 million passengers each year, it is not possible to do forecasting by hand.
 
2. Are revenue management systems a competitive advantage or simply a new necessity for doing business in the airline industry today?
	Airlines such as Air Canada, WestJet, Air Ontario and Air Toronto know that it is necessary to use information technology to plan and schedule their flights. Because so many airlines have invested very heavily in this type of technology, it is no longer a competitive advantage to a business, but simply a necessity for the airline industry today. However, innovative uses of the technology, such as loyalty programs for frequent flyers, may allow an airline to gain a competitive advantage over the other airlines.
 
3. What type of decisions could a revenue management system be used to help make?
	An airline’s revenue management system can be used to support decisions being made because it will provide information on the preferences of customers for timing and destination of flights, the time between booking and the flight, and other buying patterns.
4. Is a revenue management system a TPS, DSS, or an EIS? 
	A revenue management system is all of these systems since it not part of the collection of transactional data but more importantly it is a DDS and EIS that help airline make critical decisions like those mentioned in the previous question.
5. Would the revenue management system described in the case contain transactional data or analytical information?
	Airlines can us their innovative IT systems to gain valuable business intelligence into their customer information. They conceived and rolled out hugely successful frequent flyer programs, which increased the likelihood that frequent business travelers, their most profitable customers, would fly with them instead of with a competitor. Frequent flyer programs require sophisticated computer system to properly account for and manage the flight activity of millions of customers. Ultimately, frequent flyer programs became an entry barrier for the industry because all airline companies felt they could not compete for the best customers without having their own frequent flyer systems.
6. What types of metrics would airline executives want to see in a digital dashboard?
	Airline executives could use throughput and speed efficiency metrics to baseline and benchmark its gate and boarding applications. They could also use usability and customer satisfaction effectiveness metrics to determine the satisfaction in its gate and boarding applications. The dashboard could also contain information on market pulse, customer service, and cost drivers. It should also allow for sensitivity analysis, what-if analysis, and goal-seeking analysis.
7. How could AI enhance the use of an airline’s revenue management system for decision support?
	Students can answer this question in a number of ways but the key item is that the answer deals with adding reasoning to the management systems. Examples may include automatic decisions on passenger loads to the customer web site. 
1. How can BPM help improve global outsourcing? Records management? Supply Chain Management?
	BPM can help improve global outsourcing by helping in making decisions about which jobs to outsource and which jobs to keep local. With records management it can help by linking records management to the business process so that records are created at the start of the process, maintained in the state they need to be in during each stage process and disposed of at the end of the process. With supply chains it can be used to more tightly integrate all the process and application need to create and maintain a tightly integrated supply chain.
2. What other business activities are excellent candidates for BPM?
Other business processes that are excellent candidates are:
· Project scope estimation
· Business case sign-off
· Project sponsorship identification
· Project stakeholder management
· Document and design “As-Is” business models
· And the list goes on
3. Which of the five pitfalls mentioned above do you think is the most important? Why?
	Answers will vary here but make sure the student justifies their choice in the answer they give.
 
4. Which of the five pitfalls mentioned above do you think is the most common pitfall that organizations face when undergoing BPM? Why?
	Again answers will vary here depending on their experience but again make sure the answer is justified with the why part of the answer.
 
5. What is the advantage of treating BPM as a project, as opposed to some other type of business activity?
	The advantage of treating BPM as a project rather than another type of business activity is that if one looks at the five common pitfalls an organization faces when undergoing BPM are commonly found in project and thus there has been the development of the project management approach to help prevent some of these pitfalls. Thus, using a project management approach and treating BPM as project rather than another type of business activity may alleviate some of the pitfalls.

VIDEO KIOSK - SITA: 

Kiosk: You don’t have to check in through an agent. You can get your boarding pass and bag ticket through a touch screen self-serve machine. 

Online: You can book your flight online and get additional discounts for booking online. “faster and more convenient”. 


Understanding the importance of business processes
· Business process: standardized set of activities that accomplish a specific task, such as processing a customer order
· Business processes transform a set of inputs into a set of outputs.
· To stay competitive, Os must optimize, and automate their business processes
	Customer-Facing Processes: result in a product or service that is received by an Os external customer
· Order processing
· Customer Service
· Sales Process
· Customer billing
· Order Shipping
	Business-facing processes: are invisible to the external customer but essential to the effective management of the business and include goal setting, day-to-day planning, performance feedback, rewards and resource allocation.
· Strategic planning
· Tactical Planning
· Budget Forecasting
· Training
· Purchasing raw materials




Business Process Improvement: attempts to understand and measure the current process and make performance improvements accordingly.
· Begin with documenting what they currently do
· Establish a way to measure the process
· Follow the process
· Measure performance
· Identify improvement opportunities based on collected info
· Implement process improvements
· Measure the performance of the new improves process
· Loop repeats over and over again as it is continuously improved

Business Process Re-engineering (BPR): in the analysis and redesign of workflow within and between enterprises. 
· Set project Scope
· Study Competition
· Create New Processes
· Implement Solution

Finding opportunity Using BPR
· Companies often follow the same direct path for doing business, not realizing there might be a different, faster, and more direct way of doing business.

Pitfalls of BPR
· The company becomes so wrapped up in fighting its own demons that it fails to keep up with its competitors in offering new products or services.
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