ITM Exam Notes:

Chapter 9: Enterprise Applications to Manage Supply Chain and Respond to Customers


Enterprise Software: set of integrated modules for applications such as sales and distribution, financial accounting, investment management, materials management, production planning, plant maintenance, and human resources that allow data to be used by multiple functions and business processes. 

Supply Chain: network of organizations and business processes for procuring materials, transforming raw materials into intermediate and finished products, and distributing the finished products to customers. 

Just in time strategy: scheduling systems for minimizing inventory by having components arrive exactly at the moment they are needed and finished goods shipped as soon as they leave the assembly line. 

Bullwhip Effect: distortion of information about the demand for a product as it passes from one entity to the next across the supply chain. 

Supply chain planning systems: systems that enable a firm to generate demand forecasts for a product and to develop sourcing and manufacturing plans for that product. 

Demand planning: determining how much product a business needs to make to satisfy all of its customer’s demands. 

Collaborative Planning, Forecasting, and Replenishment (CPFR): Firms collaborating with their suppliers and buyers to formulate demand forecasts, develop production plans, and coordinate shipping, warehousing, and stocking activities. 

Supply Chain Execution Systems: Systems to manage the flow of products through distribution centers and warehouses to ensure that products are delivered to the right locations in the most efficient manner. 

Push-Based Model: supply chain driven by production master schedules based on forecasts or best guesses of demand for products, so that products are “pushed” to customers. 
Pull-Based Model: supply chain driven by actual customer orders or purchases so that members of the supply chain product and deliver only what customers have ordered. 

Touch point: is a method of interaction with the customer, such as telephone, email, customer service desk, conventional mail, website, wireless device, or retail store. 

Partner relationship management (PRM): automation of the firms relationships with its selling partners using customer data and analytical tools to improve coordination and customer sales. 

Employee relationship management (ERM): Software dealing with employee issues that are closely related to CRM, such as setting objectives, employee performance management, performance based compensation, and employee training. 

Cross selling: is the marketing of complementary products to customers. 

Operational CRM: Customer-facing applications, such as sales force automation, call center and customer service support, and marketing automation. 

Analytical CRM: customer relationship management applications dealing with the analysis of customer data to provide information for improving business performance. 

Customer Lifetime Value (CLTV): difference between revenues produced by a specific customer and the expenses for acquiring and servicing that customer minus the cost of promotional marketing over the lifetime of the customer relationship, expressed in today’s dollars. 

Churn rate: measures the number of customers who stop using or purchasing products or services from a company. (important indicator of the growth or decline of a firms customer base). 

Service platform: integrates multiple applications from multiple business functions, business units, or business partners to deliver a seamless experience for the customer, employee, manager or business partner. 



Chapter 10: E-Commerce: Digital Markets & Digital Goods: 

Marketspace: a marketplace extended beyond traditional boundaries and removed from a temporal and geographic location. 

Transaction Costs: the costs of participating in a market. 

Market Entry Costs: the costs merchants must pay simply to bring heir goods to market. 

Search Costs: the effort required to find suitable products. 

Information Richness: refers to the complexity, personalization, and content of a message. 

Information Density: the total amount and quality of information available to all market participants, consumers, and merchants alike. 

Price Transparency: refers to the ease with which consumers can find out the variety of prices in a market. 

Cost Transparency: refers to the ability of consumers to discover the actual costs merchants pay for products. 

Price Discrimination: selling the same goods, or nearly the same goods, to different targeted groups at different prices. 

Personalization: merchants can target their marketing messages to specific individuals by adjusting the message to a person’s name, interests, and past purchases.  

Customization: changing the delivered product or service based on a user’s preferences or prior behavior. 

Information Asymmetry: Situation where the relative bargaining power of two parties in a transaction is determined by one party in the transaction possessing more information essential to the transaction that the other party. 

Menu Costs: Merchants’ costs of changing prices. 

Dynamic Pricing: Pricing of items based on real-time interactions between buyers and sellers that determine what an item is worth at any particular moment. 

Disintermediation: The removal of organizations of business process layers responsible for certain intermediary steps in a value chain. 

Digital Goods: are goods that can be delivered over a digital network. 

Business-to-consumer (B2C) electronic commerce: electronic retailing of products and services directly to individual consumers. 

Business-to-business (B2B) electronic commerce: electronic sales of goods and services among businesses.

Consumer-to-consumer (C2C) electronic commerce: consumers selling goods and services electronically to other consumers. 

Mobile commerce (m-commerce): the use of wireless devices, such as cell phones or handheld digital information appliances, to conduct both B2C and B2B e-commerce transactions over the Internet. 

E-tailer: Online retail stores from the giant Amazon to tiny local stores that have website where retail goods are sold. 

Intellectual Property: intangible property created by individuals or corporations that is subject to protections under trace secret, copyright, and/or patent laws. 

Podcasting: publishing audio broadcasts via the Internet so that subscribing users can download audio files onto their personal computers or portable music players. 

Streaming: a publishing method for music and video files that flows a continuous stream of content to a users device without being stored locally on the device. 

Market Creator: an e-commerce business model in which firms provide a digital online environment in which buyers and sellers can meet, search for products, and engage in transactions. 

Community Providers: a website business model that creates a digital online environment where people with similar interests can transact (buy and sell goods); share interests, photos, videos; communicate with like-minded people; receive interest related information; and even play out fantasies by adopting online personalities called avatars. 

Revenue Model: describes how the firm will earn revenue, generate profits, and produce a superior return on investment. 

Advertising Revenue Model: a website generates revenue by attracting a large audience of visitors who can then be exposed to advertisements. 

Sales Revenue Model: companies derive revenue by selling goods, information, or services to customers. 

Micropayment Systems: payment for a very small sum of money, typically less than $10. 

Subscription Revenue Model: a website offering content or services charges a subscription fee for access to some or all of its offerings on an ongoing basis. 

Free/Freemium Revenue Model: firms offer basic services or content for free while charging a premium for advanced or special features. 

Transaction Fee Revenue Model: a company receives a fee for enabling or executing a transaction. 

Affiliate Revenue Model: websites send visitors to other sites in return for a referral fee or percentage of the revenue from any resulting sales.  

Social Shopping: use of websites featuring user-created web pages to share knowledge about items of interest to other shoppers. 

The Wisdom of Crowds: the belief that large numbers of people can make better decisions about a wide range of topics or products than a single person or even a small committee of experts. 

Crowdsourcing: using large Internet audiences for advice, market feedback, new ideas, and solutions to business problems. Related to the wisdom of crowd theory. 

Prediction markets: are established as peer-to-peer betting markets where participants make bets on specific outcomes of, say quarterly sales of a new product, designs for new products, or political elections. 



Behavioral Targeting: refers to the tracking the click-streams (history of clicking behavior) of individuals on thousands of websites for the purpose of understanding their interests and intentions exposing them to advertisements uniquely suited to their behavior. 

Electronic Data Interchange (EDI): enables the computer to computer exchange between two organizations of standard transactions such as invoices, bills of lading, shipment schedules, or purchase orders. 

Procurement: involves not only purchasing goods and materials but also sourcing, negotiating with suppliers, paying for goods, and making delivery arrangements. 

Private industrial networks: typically consist of a large firm using an extranet to link to its suppliers and other key business partners. 

Private exchange: another term for a private industrial network. 

Net Marketplaces: sometimes called e-hubs, provide a single, digital marketplace based on internet technology for many different buyers and sellers. 

Exchanges: are independently owned third party Net marketplaces that connect thousands of suppliers and buyers for spot purchasing. 

Global Positioning System (GPS): worldwide satellite navigational system. 

Co-location: a kind of web site hosting in which firms purchase or rent a physical server computer at a hosting company’s location in order to operate a website. 

Server farms: large group of servers maintained by a commercial vendor and made available to subscribers for electronic commerce and other activities requiring heavy use of servers.









Chapter 12: Enhancing Decision Making:

Unstructured decisions: non-routine decisions in which the decision maker must provide judgment, evaluation, and insights into the problem definition; there is no agreed-upon procedure for making such decisions.

Structured decisions: decisions that are repetitive, routine, and have a definite procedure for handling them.

Semi-structured (decisions): decisions in which only part of the problem has a clear-cut answer provided by an accepted procedure. 

Intelligence: the first of Simon’s four stages of decision making, when the individual collects information to identify problems occurring in the organization.

Design: Simon’s second stage of decision making, when the individual conceives of possible alternative solutions to a problem. 

Choice: Simon’s third stage of decision making, when the individual selects among various solution alternatives. 

Implementation: Simon’s final stage of decision making, when the individual puts the decision into effect and reports on the progress of the solution.

Classical model of management: Traditional description of management that focused on its formal functions of planning, organizing, coordinating, deciding, and controlling. 

Behavioral models: descriptions of management based on behavioral scientists’ observations of what managers actually do in their jobs. 

Managerial roles: expectations of the activities that managers should perform in an organization. 

Interpersonal role: Mintzberg’s classification for managerial roles where managers act as figureheads and leaders for the organization. 

Informational role: Mintzberg’s classification for managerial roles where managers act as the nerve centers for their organizations, receiving and disseminating critical information. 

Decisional role: Mintzberg’s classification for managerial roles where managers initiate activities, handle disturbances, allocate resources, and negotiate conflicts. 

Data visualization: technology for helping users see patterns and relationships in large amounts of data by presenting the data in a graphical form.

Geographic information systems (GIS): system with software that can analyze and display data using digitized maps to enhance planning and decision making. 

Sensitivity analysis: models that ask “what if” questions repeatedly to determine the impact of changes in one or more factors on the outcomes. 

Pivot table: used to identify and understand patterns in business information that may be useful for semi structured decision making. 

Balanced scorecard method: model for analyzing firm performance which supplements traditional financial measures with measurements from additional business perspectives, such as customers, internal business processes and learning and growth. 

Key performance indicators (KPI’s): measures proposed by senior management for understanding how well the firm is performing along any given dimension. 

Business performance management (BPM): attempts to systematically translate a firm’s strategies into operational targets. 

Drill-down: the ability to move from summary data to lower and lower levels of detail. 

Group decision-support systems (GDSS): an interactive computer based system to facilitate the solution to unstructured problems by a set of decision makers working as a group. 







Chapter 13: Developing Information Systems:

Automation: using the computer to speed up the performance of existing tasks. 

Rationalization of procedures: the streamlining of standard operating procedures, eliminating obvious bottlenecks so that automation makes operating procedures more efficient. 

Total quality management (TQM): a concept that makes quality control a responsibility to be shared by all people in an organization. 

Six sigma: a specific measure of quality, representing 3.4 defects per million opportunities; used to designate a set of methodologies and techniques for improving quality and reducing costs. 

Business process redesign: type of organizational change in which business processes are analyzed, simplified, and redesigned. 

Paradigm shift: radical reconceptualization of the nature of the business and the nature of the organization. 

Business process management: methodology for revising the organization’s business processes to use business processes as fundamental building blocks of corporate information systems. 

Systems development: the activities that go into producing an information systems solution to an organizational problem or opportunity.  

Systems analysis: the analysis of a problem that the organization will try to solve with an information system. 

Feasibility study: as part of the systems analysis process, the way to determine whether the solution is achievable, given the organizations resources and constraints. 

Information requirements: a detailed statement of the information needs that a new system must satisfy; identifies who needs what information, and when, where, and how the information is needed.  

Systems design: details how a system will meet the information requirements determined by the system analysis. 

Programming: the process of translating the system specifications prepared during the design stage into program code. 

Testing: the exhaustive and thorough process that determines whether the system produces the desired results under known conditions. 

Unit testing: the process of testing each program separately in the system. Sometimes called program testing. 

System testing: tests the functioning of the information system as a whole in order to determine if discrete modules will function together as planned. 

Acceptance testing: provides the final certification that the system is ready to be used in a production setting. 

Test plan: prepared by the development team in conjunction with the users; it includes all of the preparations for the series of test to be performed on the system. 

Conversion: the process of changing from the old system to the new system. 

Parallel strategy: a safe and conservative conversion approach where both the old system and its potential replacement are run together for a time until everyone is assured that the new one functions correctly. 

Direct cutover strategy: a risky conversion approach where the new system completely replaces the old one on an appointed day. 

Pilot study strategy: a strategy to introduce the new system to a limited area of the organization until it is proven to be fully functional; only then can the conversion to the new system across the entire organization take place. 

Phased approach strategy: introduces the new system in stages either by functions or by organization units. 

Documentation: descriptions of how an information system works from either a technical or end user standpoint. 

Production: the stage after the new system is installed and the conversion is complete; during this time the system is reviewed by users and technical specialists to determine how well it has met its original goals. 

Post-implementation audit: formal review process conducted after a system has been placed in production to determine how well the system has met its original objectives. 

Maintenance: changes in hardware, software, documentation, or procedures to a production system to correct errors, meet new requirements, or improve processing efficiency.  

Structured: refers to the fact that techniques are carefully drawn up, step by step, with each step building on a previous one. 

Data flow diagram (DFD): primary tool for structured analysis that graphically illustrates a system’s component process and the flow of data between them. 

Process specifications: describe the logic of the processes occurring within the lowest levels of a data flow diagram. 

Structure chart: system documentation showing each level of design, the relationship among the levels, and the overall place in the design structure; can document one program, one system, or part of one program. 

Object oriented development: approach to systems development that uses the object as the basic unit of systems analysis and design. The system is modeled as a collected of objects and the relationship between them. 

Object: software building block that combines data and the procedures acting on the data. 

Computer-aided software engineering (CASE):

Systems life cycle: a traditional methodology for developing an information system that partitions the systems development process into formal stages that must be completed sequentially with a very formal division of labor between end users and information systems specialists. 

Prototyping: the process of building an experimental system quickly and inexpensively for demonstration and evaluation so that users can better determine information requirements. 

Prototype: the preliminary working version of an information system for demonstration and evaluation purposes. 

Iterative:  a process of repeating over and over again to build a system. 

End-user interface: the part of an information system through which the end user interacts with the system, such as online screens and commands. 

End-user development: the development of information systems by end users with little or no formal assistance from technical specialists.  

Fourth-generation languages: a programming language that can be employed directly by end users or less skilled programmers to develop computer applications more rapidly than conventional programming languages. 

Query Languages: software tool that provides immediate online answers to requests for information that are not predefined. 

Application software package: a set of prewritten, pre-coded application software programs that are commercially available for sale or lease. 

Customization:  the modification of a software package to meet an organizations unique requirements without destroying the package software’s integrity. 

Request for proposal (RFP): a detailed list of questions submitted to vendors of software or other services to determine how well the vendors product can meet the organizations specific requirements. 

Offshore outsourcing: outsourcing systems development work or maintenance of exisiting systems to external vendors in another country. 

Rapid application development (RAD): process for developing systems in a very short time period by using prototyping, fourth-generation tools, and close teamwork among users and systems specialists.

Joint application development (JAD): process to accelerate the generation of information requirements by having end users and information systems specialists work together in intensive interactive design sessions. 

Agile development: rapid delivery of working software by breaking a large project into series of small subprojects that are completed in short periods of time using iteration and continuous feedback. 

Component-based development: building large software systems by combining pre-existing software components. 


Chapter 15: Managing Global Systems: 

International information systems architecture: the basic information systems required by organizations to coordinate worldwide trade and other activities. 

Business driver: a force in the environment to which businesses must respond and that influences the direction of the business.  

Global culture: the development of common expectations, shared artifacts, and social norms among different cultures and people. 

Particularism: making judgments and taking action on the basis of narrow or personal characteristics, in all its forms (religious, nationalistic, ethnic, regionalism, geopolitical position). 

Trans-border data flow: the movement of information across international boundaries in any form. 

Domestic exporter: form of business organization characterized by heavy centralization of corporate activities in the home country of origin. 

Multinational: form of business organization that concentrates financial management and control out of a central home base while decentralizing. 

Franchiser: form of business organization in which a product is created, designed, financed, and initially produced in the home country, but for product-specific reasons, relies heavily on foreign personnel for further production, marketing, and human resources. 

Transnational: truly global form of business organization with no national headquarters; value-added activities are managed from a global perspective without reference to national borders, optimizing sources of supply and demand and local competitive advantage. 

Core system: systems that support functions that are absolutely critical to the organization. 

Legitimacy: the extent to which ones’ authority is accepted on grounds of competence, vision, or other qualities. Making judgments and taking actions on the basis of narrow or personal characteristics. 

Cooptation: bringing the opposition into the process of designing and implementing a solution without giving up control of the direction and nature of the change.  
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