
Chapter 1 - Information Systems in Global Business Today

The Role of Information Systems in Business Today

How Information Systems Are Transforming Business

· The results of massive spending is seen by how people conduct business
· Usage of the internet to conduct business has lead to an increase in cell phone usage (i.e. more cell phones installed than land lines)
· Merchants are becoming successful when venturing into online shopping
· Businesses sought to; sense and respond to rapidly changing customer demand, reduce inventories to the lowest possible levels, increase operational efficiency
· Companies depend on just-in-time inventory to reduce their overhead costs and to get to market faster
· Newspaper readership declines as news becomes available online; social networking is becoming a tool used by businesses
· Security and accounting laws require some businesses to keep e-mails, employee data, etc. for specified amounts of time
What is New in Management Information Systems?

· Management information systems continually change due to improvements in technology, the use of technology in management, and its impact on business success
· Successful firms are those that utilize technology
· Three major interrelated changes: (1) the emerging mobile digital platform, (2) the growth of online software as a service, (3) the growth in “cloud computing” (more business software running over the internet)
· Major business applications are now delivered online as an internet service as opposed to boxed software (Growth in software as a service SaaS)
· Managers adopt online collaboration and social networking software to improve coordination, collaboration, and knowledge sharing
· Business intelligence applications accelerate
· Through the internet, customers help firms define new products and services
· Tablets and smartphones represent new computing platforms
· Managers use these to coordinate work, communicate with employees, and provide information for decision making
· Web 2.0 technologies (social networking, blogs, e-mail, collaboration tools_ are routinely used by managers
· Social networking is used to connect employees and plans are executed
· Cloud computing allows organizations to rely on telework, remote work, and distributed  decision making.
· This allows firms to outsource work and rely on markets as opposed to employees to build value.
· Allows collaboration between suppliers and customers
Globalization Challenges and Opportunities: A Flattened World

· Industrial Revolution: a worldwide phenomenon energized by expansion of trade among nations
· Internet and global communications “flatten” the round world; the Internet and global communications greatly reduce the economic and cultural advantages of developed countries
· Developed countries are having economic difficulties as globalization causes competition for jobs, markets, resources, and ideas with educated and motivated people in low-wage areas in the less developed world
· Growing percentage of the North American economy depends on foreign trade
· Many large firms derive large sums of their revenues from foreign operations
· Jobs are becoming outsourced to lower wage countries
· Outsourcing accelerates the development of new systems in Canada and worldwide
· Information systems are key in a globalized market because of communication
· Producing goods and services on a global scale achieve cost reductions by finding low-cost suppliers and managing production facilities in other countries
The Emerging Digital Firm

· A digital firm is one in which nearly all of the organization’s significant business relationships with customers, suppliers, and employees are digitally enabled and mediated
· Core business processes are accomplished through digital networks spanning the entire organization or liking multiple organizations
· Business processes refer to the set of logically related tasks and behaviours that organizations develop overtime to produce specific business results and the unique matter in which these activities are organized and coordinated
· Sources of competitive strength; developing a new product, generating and fulfilling an order, creating a marketing plan, and hiring an employee
· Key corporate office – intellectual property, core competencies, and financial and human assets – are managed through digital means
· Digital firms a sense and respond to their environments rapidly, giving them more flexibility to survive
· Timeshifting refers to business being conducted continuously as opposed to during set hours
· Space shifting means that work takes place globally as well as nationally
· Face-to-face meetings are being replaced with virtual meetings such as video conferencing and web conferencing
Strategic Business Objectives of Information Systems

· Information technology is the foundation of business
· Growing interdependence between a firm’s ability to use information technology and its ability to implement corporate strategies and achieve corporate goals
· Operational Excellence; Improving the efficiency of operations achieves higher profitability. Information systems and technologies are important to managers for efficiency and productivity, particularly when coupled with changes in business practices and management behaviour.
· WalMart’s RetailLink system digitally links it’s suppliers directly to the store. When an item is purchased, the supplier knows to ship a replacement.
· New Products, Services, and Business Models; A business model describes how a company produces, delivers, and sells a product or service to create wealth
· Customer and Supplier Intimacy; Revenues and profits are raised by a close relationship between the business and it’s customers and suppliers. Knowing customers and suppliers creates customer intimacy and develops a better way for suppliers to provide vital inputs
· Improved Decision Making; Information technology prevents over or underproduction of goods and services, misallocation of resources, and poor response times. Information systems and technologies allow managers to use real-time data
· Competitive Advantage; Achieving one or more of these business objectives is a trait that proves a firm has already achieved a competitive advantage. Information systems allow companies to do better than competitors by providing them with the resources to charge less for superior products and respond to customers and suppliers in real time
· Survival; Information systems have become necessities of doing business. Businesses cannot succeed without these systems.
Perspectives on Information Systems

Information Technology (IT) consists of all the hardware and software that a firm needs to use in order to achieve its business objectives

What Is an information System?

· An information system is a set of interrelated components that collect or retrieve, process, store and distribute information to support decision making and control in an organization
· IS also helps managers and workers analyze problems, visualize complex subjects, and create new products
· IS contains information about significant people, places, and things within the organization
· Information is data that has been shaped into a form that is meaningful and useful to human beings while data are streams of raw facts before they have been organized
· Input captures or collects raw data
· Processing converts this raw input into a meaningful form
· Output transfers the processed information to the people who will use it or to the activities for which is will be used
· Feedback is output that is returned to appropriate members of the organization to help them evaluate the correct input stage
Dimensions of Information Systems

· Management Information Systems (MIS) tries to achieve broad information systems literacy.
· MIS deals with behavioural issues as well as technical issues centered around information systems.
· Authority and responsibility in an organization or business firm are organized in a hierarchy where the upper levels consist of management, professional, and technical employees, while the lower levels consist of operational personnel
· Senior management makes long-range strategic decisions about products and services and are responsible for financial performance
· Middle management carries out programs and plans of senior management while operational management is responsible for the daily activities of the business
· Knowledge workers (engineers, scientists, architects) design products or services and create new knowledge for the firm
· Data workers (secretaries or clerks) assist with scheduling and communications
· Production or service workers produce the product and deliver the service
· The major business functions or specialized tasks performed by business organizations consist of sales and marketing, manufacturing and production, finance and accounting, and human resources
· Sales and marketing - selling the organization’s products and services
· Manufacturing and production - producing and delivering products and services
· Finance and accounting - managing the organization’s financial assets and maintaining the organization’s financial records
· Human resources - attracting, developing, and maintaining the organization’s labour force; maintaining employee records
· Management makes sense of the situations faced by organization, makes decisions, and formulates action plans to solve problems
· Managers perceive business challenges in the environment, set the organizational strategy for responding to those challenges, and allocate the human and financial resources to coordinate the work
· Management responsibility is creative work driven by new knowledge and information
· Computer hardware is the equipment used for input, processing, and output activities
· Networking and telecommunications technology links the various pieces of hardware and transfers data from one physical location to another
· A network links two or more computers to share date or resources
· The internet is a global “network of networks”
· Intranets are internal corporate networks based on internet technology
· Extranets are private intranets extended to authorized users
· The World Wide Web uses universally accepted standards for retrieving, storing, formatting, and displaying information
· These technologies and resources throughout the organization constitute information technology infrastructure which provides the platform on which the firm can build its specific information systems
A Business Perspective on Information Systems

· Returns from investing in information technology are expressed through increases in productivity, revenues, and long term positioning of the firm in markets
· IS allows firms to increase revenue or decrease costs
· An information value chain is when raw information is systematically acquired and then transformed through various stages that add value to information
Complementary Assets: Organizational Capital and the Right Business Model

· Investing in information technology does not, by itself, guarantee good returns
· Information technology is effective when they are accompanied by supportive values, structures, and behaviour patterns within the organization
· Complementary assets are those required to take value from a primary investment
· Firms that support technology investments with complementary assets (new business models, processes, management behaviour, organizational culture and training receive high returns
· Investments in organization and management are known as organizational and management capital
· Value of investments in information technology depends on complementary investments in management and organization
· Key investments include a supportive business culture, an appropriate business model, efficient business processed, decentralization of authority, highly distributed decision rights, and a strong information system development team
· Investments in the Internet and supporting internet culture are key to IS
Contemporary Approaches to Information Systems

Technical Approach

· Technical approach emphasizes mathematically based models to study information systems as well as the physical technology and formal capabilities of the systems
· Disciplines that contribute to the technical approach are: computer science, management science, and operations research
· Computer science establishes theories of computability, methods of computation, and methods of efficient data storage and access
· Management science deals with the development of decision-making models and management practices
· Operations research centers on mathematical techniques that optimize selected parameters of organizations, such as transportation, inventory control, and transaction costs
Behavioural Approach

· Strategic business integration, design, implementation, utilization, and management cannot be explored using the technical approach, and must be approached behaviourally
· Sociologists study IS while focused on how the development of systems is shaped and hot systems affect the individuals, groups, and organizations that use it
· Psychologists study IS with a focus on how human decision makers perceive and use the information it presents
· Economists focus on IS with an interest in understanding the production of digital goods, the dynamics of digital markets, and how new information systems change the control and cost structures within the firm
· Behavioural approach concentrates on changes in attitudes, management and organizational policy, and behaviour

