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Computer-based information systems (IS) have unlimited potential to improve an organization’s performance.  However, the benefits obtained from an organization’s investment in IS are unlikely to be substantial until (1) critical work activities are automated, (2) critical data are readily accessible in electronic form, and (3) the organization’s managers and professionals are able to identify where, how and when to best exploit these automated work activities and electronic data..  Here, you will learn about the ways in which IS can produce such value-added benefits.  

Topic #1:  Why have organizations experienced difficulties in realizing benefits from their

                   investments in information systems?

The mistake that too many organizations make is to view their IS to be a “magic bullet” that will solve their problems and move them ahead of their competitors.  An IS is anything but a magic bullet!  It is true that an IS can provide large benefits to organizations which exhibit sound business practices and which have prepared themselves to take advantage of the capabilities provided by the IS.  However, an IS will only aggravate inefficiencies in a poorly managed company and, at best, will only add unnecessary costs for the soundly managed but technologically ill-prepared company.

There are four very practical problems that must be confronted if an organization is to realize real benefits from its IS:

Computer Illiteracy

An organization’s employees must develop the capacity to contribute to the design of an IS, to identify needed enhancements to existing IS, and to suggest new IS.  Without a solid and realistic understanding of computers and their application, it is unlikely that employees will be able to influence the nature of installed IS.  As a consequence, these IS are likely to be poorly designed and unable to deliver real value to the organization.

Incompatible Hardware and Software

Each of an organization’s IS typically have been built at distinct points in time using the technology available at that time.  It thus can prove difficult, if not impossible, to link two IS together or for one IS to use data collected by another IS.  Eliminating such incompatibilities is often necessary in order to achieve real value from the organization’s investment in IS.

Inefficiencies in Work Activities

Automating flawed work activities only results in the problems embed in work procedures and processes surfacing and accumulating quicker.  Work problems can not be “solved” through automation.  Instead, existing problems with a work activity must be resolved, or at least understood, prior to designing an IS intended to support the work activity.  

Incompatible Organizational Cultures

Often, a new IS provides employees with data enabling them to react to work situations in a quicker, more comprehensive and more accurate manner.  The value of such an IS lies solely in the employees’ higher performance levels.  But, if employees must always seek their supervisor’s approval prior to taking action, these higher performance levels may not be observed.  Inconsistencies between an organization’s culture and its IS must be eliminated in order to realize the potential value of the IS.

With some afterthought, it really should not come as a surprise that an IS productivity paradox (see below) emerged.  Solutions to the productivity paradox are turning out to be much more complicated than was every thought.  A purely technical fix will just not work. Instead, the solution involves a tangled mix of technical, human and organizational issues.  This material should provide you with both an understanding of these issues as well as possible pathways to take in realizing value from your organization’s investment in IS. 

The IS Productivity Paradox

Business firms have invested and continue to invest huge sums in computer and communications technologies.   In the United States alone, over one trillion dollars has been spent on computer and communication technologies since the 1980s.  Today, these investments represent more than half of the typical business firm’s annual investment capital.  What has management expected from such investments?  That the technology would speed up business transactions, deliver superior quality products and services, increase customer satisfaction, and lead to improved profitability.

Since the mid 1980s, numerous studies demonstrated that the amount of money invested in computer and communications technologies has no systematic relationship to a company’s financial performance.  As a result, numerous writers have claimed that the expectations and hopes projected unto computers have been unrealistic and that computer spending and business performance are unrelated.  Thus, the rise of the productivity paradox -- that organizations continue to invest in computer and communications technologies despite the lack of proven productivity gains.

Very recently, however, evidence has begun to appear that suggests the productivity paradox may finally be receding as companies undertake the fundamental changes needed to get the most out of their investments in technology. It has become apparent that it is not computers that make the difference, but rather what people do with them.  Identical machines with identical software will perform admirably in one company but will make things worse in companies which are themselves poorly managed or are unable to manage and use technology well.  Business productivity has its roots in well organized, well motivated and knowledgeable employees who understand what to do with all the technology at their disposal and the information that shows up on their computer screens.

Topic #2: How can an organization realize significant benefits from its investments

                 in information systems?

Four pathways exist for organizations to enrich their IS in order that truly significant benefits can be realized.  These are:

IS Integration

The value to be realized from automating work activities is increased when a manager or employee can retrieve a set of data that comprehensively covers a situation being faced.  For this to occur, each of an organization’s IS must be able to access and use data captured by any other of the organization’s IS.  Such applications are referred to as integrated IS.

IS Extension Beyond an Organization’s Boundaries

The value to be realized from automating work activities is increased when suppliers and customers actively contribute to the automation.  This most often occurs in one of three ways:

A customer or supplier is able to directly access and use the organization’s IS.

A customer’s or supplier’s IS are able to exchange data with the organization’s IS.

Certain of an organization’s work activities, e.g., ordering, inventory management, etc., are essentially moved to customers or suppliers, and the customer or supplier IS now handling the work activities are able to exchange data with the organization’s IS.

Such applications are referred to as interorganizational IS.

IS Use for Strategic Advantage

The value to be realized from automating work activities is increased when the automation provides the organization with a competitive advantage in its marketplace.   If an organization is the first in its marketplace with a valued IS-enabled capability, a “first-mover” advantage is gained and kept until competitors are able to introduce similar or better capabilities.  Such applications are referred to as strategic IS.

IS Use for Organizational Transformation 

The value to be realized from automating work activities increases when the automation enables the organization to radically changed itself such that it becomes a much more effective competitor within its marketplace.  This most often occurs in one of three ways:

· Reengineering work processes, such that work activities are more quickly and more effectively  handled.

· Restructuring the organization, such that competencies and resources are more quickly and more effectively focused on emerging opportunities.

· Restructuring the marketplace itself, such that the organization plays a more central and more dominant role in the marketplace.

Such applications are referred to as transformational IS.

Case Example

A fictitious mail order company was used n the “Information Systems Primer, Part I” to illustrate the concepts being introduced.  This same example will be continued in Part II. After studying the concepts and reading how they apply to the mail order company, think through the concepts again, focusing on how they currently apply to your company and/or how they might apply in the future. 

Mail Order Company: Integration IS

It is important for any firm to determine the actual profitability of each product being sold.  In order for the mail order company to do this, they must pull together data describing the actual cost of the product, shipping expenses, warehousing expenses,  sales expenses, and customer service (including product returns) expenses.

Mail Order Company: Interorganizational IS

Many opportunities exist for the mail order company to work with its suppliers to jointly automate the moving of products from the suppliers through the mail order firm to the ultimate customer.  Such IS cooperation can significantly speed up both the purchase cycle and the customer order cycle, reduce inventory levels and lower product costs.

Mail Order Company: Strategic IS

Our mail order company has been able to dramatically lower its product costs through efficiency improvements in purchasing, warehousing, customer ordering and customer delivery.  Because it is also able to accurately determine what the total cost of each product are, the mail order firm has substantially lowered the product prices offered to customers and gained significant market share.

Mail Order Company: Transformational IS

With this increased market share, the mail order company has gained considerable influence within its industry and, most importantly, with its major suppliers.  Because the suppliers wish to maintain this strong relationship with the mail order firm, they are increasingly willing to “take over” many of the routine work activities involved in moving products to customers.  With the suppliers performing more and more of these routine work activities, the mail order firm able to simplify itself and concentrate on those activities (merchandising and customer service) that are most critical for its long-term success. 

Topic #3:  What is an integrated information system and why is it difficult to achieve?

An integrated IS represents a set of IS where each system can seamlessly access and use the data captured and stored by the other systems.  Typically, the information required by managers and workers is captured and stored by multiple IS.  If these IS are not integrated, it can be troublesome if not impossible to obtain all desired data elements. 

All too often, an organization’s IS are not integrated.  Instead, what tends to exist are “islands of automation."  As long as one stays within a given “island,” the IS provides full support of work activities.  However, as the work activities involve begin to span multiple of these “islands,” data integration becomes a manual rather than an automated task.

Most organizations do have a stated goal of building an integrated IS.  Why, then, do such “islands of automation” arise?  Because an organization’s many IS are built one at a time, over a long period of time, by different people. For example, the sales department decides first to implement an order processing IS and then a few years later develops a sales reporting IS; and, the human resources department first develops a payroll IS, then a benefits IS, and then a career development IS.

Unless these individual IS involved are very carefully constructed, it can prove difficult to share data across – and even within – application areas.  This difficulty typically arise for one of three reasons: 

Distinct Purposes

Most IS are build to achieve a very focused set of objectives.  The individuals involved in specifying and building the IS rarely expand their analysis to consider how others in the organization might wish to use the data or capabilities being provided.  As a result, constraints or limits, e.g., “future deficiencies,” are unknowingly built into the IS.

Incompatible Data Definitions

It is common for an organization’s units to use the same terminology in different ways.  For example, the phrase “customer order” is very likely to interpreted differently by a firm’s  sales staff, manufacturing supervisors and accountants.  Even slight differences in data definitions can produce large barriers when the IS designed for each of these units must be integrated. 

Modification Complexity

When two computer programs have been written at different times by different individuals, it can be very difficult to modify the programs such that each can use the data collected by the other.  Not only may hardware and/or software incompatibilities present themselves, but some of the key people involved in developing the programs may no longer be around to explain how their programs work.

While most organizations have sought the “holy grail” of an integrated IS, only a very few have achieved success through a strategy of piecing together the many IS built over the years into an integrated whole.

Case Study
Like most organizations, our mail order firm has introduced its IS in a piecemeal fashion.  Again like most organizations, the mail order firm has found it difficult to either introduce new IS or enhance existing IS when needed data included items collected and stored by these existing IS.  In certain cases, this complexity proved too great (and, hence, would have resulted in too costly a development effort) and only a portion of the desired applications are actually built.

A good example of this occurred when the firm redesigned its employee performance evaluation system and introduced a profit-sharing program. The new application involved the use of data items about employees, customers, customer orders, products and firm profitability.  All in all, data from seven different IS was used.  Everyone thought this would be a relatively easy task but the computer work ended up taking an extra five months. More important, the introduction of the profit-sharing program had to be pushed back until the following year. 

Topic #4:  How can an organization achieve an integrated information system?

Three primary alternatives exist for achieving the objective of an integrated IS: an enterprise data model, best-of-breed software packages, and the fully-integrated applications suite.  While each of the alternatives has led to successful outcomes, the fully-integrated applications suite has been the choice of a majority of organizations.

Enterprise Data Model

An enterprise data model consists of an agreed-upon set of definitions, formats and ownership responsibilities for each of an organization’s data items.  Once such a data model has been established, all existing IS are revised and all new IS are built to conform to these standards.  The enterprise data model thus serves as the vehicle for integrating the organization’s existing and future IS.

Best-of-Breed Software Packages

With best-of-breed software packages, an effort is undertaken to locate and acquire the best available software package for each of an organization’s major IS applications.  Usually, the different software packages have been developed by distinct software vendors, each of which has developed an expertise in a specific application area.  Then, new programs are developed to link together these software packages.

Fully-Integrated Applications Suite

A fully-integrated applications suite is a software package developed by a single vendor which has components covering each of an organization’s major IS applications.  While these components may not be “best-of-breed,” they are designed to work together through a enterprise-wide database.  A number of software vendors (SAP, Baan, PeopleSoft, Oracle, etc.) market such “total solutions.”


As might be expected, each of these alternatives as strengths and weaknesses.  A summary of these follows:

Enterprise Data Model 

· Strengths

· Uses an organization’s existing IS

· Best captures the unique aspects of an organization’s work activities 

· Weaknesses

· The effort to design and implement an enterprise data model can be a lengthy, complex activity

· The political dynamics involved in negotiating the enterprise data model can be very disruptive, increasing the length and complexity of the design activity

· The effort required to modify existing IS so that they conform to the enterprise data model can themselves become lengthy, complex projects

Best-of-Breed Software Packages

· Strengths

· Provides error-free, state-of-the-art applications 

· Business rules in applications improve the organization’s work activities

· Still able to capture some of the unique aspects of the organization’s work activities

· Weaknesses

· Integrating the individual software packages into a “seamless” whole is usually a lengthy, complex activity

· The organizational changes involved in adopting the new business rules incorporated within the applications can pose challenging behavioral and political barriers

Fully-Integrated Applications Suite

· Strengths

· Applications are seamlessly integrated

· Provides error-free, state-of-the-art applications

· Business rules in applications improve the organization’s work activities

· Weaknesses

· Imposes major changes in an organization’s work activities

· The organizational changes involved in adopting the new business rules incorporated within the applications can pose challenging behavioral and political barriers

All three of these alternatives represent rather daunting political (getting all departments to agree on a common database structure), technical (such as converting existing databases to the new structure) and organizational (managing the change processes involved as this “total solution” is introduced throughout the organization) challenges. While disruptive and expensive, the benefits -- when achieved – can be huge.  Today, many organizations are finally making significant progress toward the long-sought objective of an integrated IS.

Case Study
Like many organizations, our mail order firm introduced its IS in a very piecemeal fashion. Overtime, it became difficult to modify (and improve) these IS, particularly when desired changes required that data from multiple IS be used. A good example of this occurred when the firm redesigned its employee performance evaluation system and introduced a profit-sharing program. Data had to be extracted from the following databases: personnel, orders, product and accounting. Everyone thought this would be a relatively easy task but the computer work ended up being delayed six months. More important, the introduction of the profit-sharing program had to be pushed back a quarter.

Because of this and similar examples, the CEO and CFO of the firm have just decided to purchase a suite of integrated applications specifically designed for the mail order business. Converting to this new suite of applications will make the coming year extremely difficult. (Actually, the CFO referred to it as "a living hell.") However, everyone recognizes that the change must be made if the firm's long-term success is to continue.

Topic #5:  What is an interorganizational information system and why is it difficult

                   to achieve?

With interorganizational information systems, two organizations are able to electronically interconnect, or integrate, their IS applications. This often proves difficult for the same reasons raised earlier regarding the integration of a single organization’s IS: the distinct purposes of these IS, incompatible data definitions and modification complexity.  In addition, two organizations will only be able to successfully integrate their IS if key employees across the organizations trust and cooperate with one another.

However, very significant benefits can arise if organizations are able to electronically link together there is.  Let’s examine two of these benefits in a bit more depth.

Eliminating Manual Work

By eliminating much of the manual handling of work as products, materials or paperwork flow from one organization to the other:

· the time to accomplish tasks is reduced

· the costs associated with the tasks are reduced

· the errors involved with the tasks are reduced

Better Coordinating Work

By better coordinating the flow of products, materials or people from one organization to the other:

· tasks are performed only once

· tasks are performed where it makes most sense to perform them

· tasks are performed with access to current, accurate data

· less miscommunication occurs among employees of both organizations

Interorganizational IS achieve these benefits by serving three purposes: informational, transactional, and relational.

Informational Purposes

The informational purpose involves one organization maintaining useful information in a form such that it can be easily and quickly accessed by individuals or IS in other organizations.

Transactional Purposes

The transactional purpose involves having the “outputs” of an organization’s IS consist of electronic source documents which then serve as “inputs” to other organizations’ IS. 

Relational Purposes

The relational purpose involves using electronic linkages (usually in the form of new communication media such as electronic mail) to enrich the relationships that an organization, or its employees, develop with individuals (customers, suppliers, etc.) outside the organization.  

Case Study

Our mail order firm is well aware of the benefits that can be attained through interorganizational IS.  Here are a few of the ways in which the firm is using interorganizational information systems for informational, transactional, and relational purposes.

Informational Purposes:  Individuals outside the firm are provided electronic access to:

· reports of the firm's financial performance (for current and potential investors)

· product descriptions (for current and potential customers)

· order status (for current customers)

· purchasing procedures and policies (for current and potential suppliers) 

Transactional Purposes: The firm has created electronic pathways enabling: 

· customers to order directly from an electronic catalog rater than going though a customer service representative

· purchase orders to be automatically transmitted to suppliers when a product's inventory level drops below a predetermined level

· products to be electronically identified as soon they are received from suppliers, thus accumulating the amount owed each supplier so that an "electronic check" can be transmitted to suppliers’ banks at the end of the month

Relational Purposes: The firm has been able to cultivated a much more loyal customer base since it introduced:

· a "frequent buyers" program

· an  electronic "personal buyer" program (i.e., an IS which tailors suggestions about products to buy for each customer based on the customers' interests and prior buying patterns)

Topic #6:  How can an organization achieve an interorganizational information system?  

Three primary pathways exist by which companies have implemented interorgainzational information systems.  Each of these are described below, along with their advantages and disadvantages.

Proprietary Information Systems

Proprietary information systems are conceived and developed by an organization; it is thus viewed as being proprietary to that organization.  It is then “offered” for use to the organization’s business partners.

· Advantage

· specialized functionality for the organization and each of its “partners”

· Disadvantage

· expensive (to develop and for partners to implement)

Electronic Data Interchange (EDI)

During the 1970s, many industries developed EDI “standards” groups to define the nature and format of the  “electronic documents” to be exchanged companies in the industry.  These EDI standards committees as well as the third party providers who created the value-added networks (VANs) through which these electronic documents were transmitted have created a massive infrastructure which still processes millions of business-to-business transactions.

· Advantages

· common data definitions

· can use third party providers to gain access to technology and services

· less expensive than proprietary information systems

· Disadvantages

· limited to particular technologies

· modification complexity (for sophisticated functionality)

Internet

With the explosive growth of the internet and the ease of use of the WWW, companies are increasingly using the internet as a common platform for implementing their interorganizational information systems.

· Advantages

· readily accessible, easy-to-use and inexpensive technology

· modification simplicity

· Disadvantages

· can be difficult to implement specialized functionality

· can be difficult to link with mainframe, legacy applications

Up until the last few years, proprietary systems along with EDI interconnections were the primary means by which interorganizational information systems were implemented.  This continues to be the case for any organization which has any history of connecting its information systems with those of other organizations (customers, suppliers or partners).  

Today, many (if not most) new interorganizational information systems are using internet interconnections (browsers as the user interface and TCP/IP as the communications protocol).  Given the huge existing investment in the older technologies and concerns about internet security, reliability and speed, a full transition to using the internet as the sole technology  for interorganizational information systems will not occur for many years.

Case Study

Our mail order firm has established both internet and extranet capabilities.  Customers use the internet site to browse through the firm’s on-line product catalog, to order products, and to track the status of these orders.  Suppliers are now beginning to use the extranet site (which can only be accessed by approved suppliers) to examine their products’ sales and inventory levels, to negotiate and execute purchase orders, and to interact with the firm’s merchandising manager in exploring new product ideas.

Topic #7. Why is a strategic information system and why is it important?

A strategic information system is an information system that goes beyond simply handling the “nuts & bolts” work activities of an organization.  It is specifically intended to provide a significant competitive advantage over competitors.

There are six primary ways such advantages occur:

· by reducing costs

· by improving existing products and services

· by better leveraging existing products and services

· by tightening relationships with customers and suppliers

· by introducing new products and services 

· by providing better information for decision making

Each of these are now described in more depth.

Reduce Costs 

Costs can often be dramatically decreased through IS. Employees able to work quicker and smarter enjoy greater productivity. Inventories can be reduced, if not eliminated. Steps, errors and delays can be taken out of work activities. 

Improve Existing Products & Services

IS can provide the means for your firm to improve current products (e.g., enhancing their usefulness or ease-of-use) or services (e.g., responding quicker to requests). 

Leverage Existing Products & Services

It becomes much more feasible for your firm to leverage its current product/service offerings by expanding into new geographic regions and new market segments. Supportive IS can shorten startup cycles, cost-effectively handle the expanded logistics requirements, and provide wide-spread employees easy access to in-house expertise.

Tighter Relationships

Truly effective interorganizational IS not only provide value for your firm but also for your firm's customers and suppliers. Over time, these benefits often prompt customers and suppliers to carry out much of their own work through the interorganizational IS. As customers and suppliers become increasingly dependent on these IS, their business relationships with your firm can deepen to where the costs of doing business with another firm becomes prohibitive.

Introduce New Products & Services

IS can break down the barriers which otherwise might prevent your firm from exploiting its unique capabilities to develop new products and services. New product (or service) innovation requires that ideas move freely across work units, that the champions of new ideas are able to easily interact with like-minded individuals as well as potential sponsors of these ideas, and that an organization's resources can be quickly realigned when windows of opportunities arise. 

Provide Better Information 

The rich data collected by or accessed through your firm's IS has the potential to provide all employees with accurate, timely, complete and useable information. Generally, employees provided with significantly better information will outperform, by acting smarter and quicker, those without such information. 

Many firms have introduced IS targeted at some or all of the competitive advantages just described. All too often, however, the advantage has proven either to be short-lived or to never really materialize.  Why does this occur?

· Competitive advantage can not be realized strictly from technology. It requires effective, coordinated management action.

· Competitors are not sitting still but, instead, are taking similar actions. What initially seems to be an innovative idea might pale in comparison with a competitor's action.

· Customers and suppliers have many options today. As a result, they may not behave as expected,

· Even when a strategic IS effort is successful, competitors often can catch up quickly with a "copy-cat" IS.

Does this mean that firms should not invest in strategic IS?  For the most part, no!!  But, these investments have to be very carefully considered and should occur only when there is a compelling business case behind the investment.

· It is the customer who gains the most from strategic IS. Higher-quality, less expensive products and services have come to be expected by today's customer.  In the long run, this benefits everyone.

· Successful firms realize that the cost of doing business must include a stream of investments in strategic IS. If you can't keep up, perhaps you shouldn't be in the industry.

· An organization's only true sustainable IS investment lies with the experience and expertise that its employees develop about IS and how IS can be used effectively. The best way to stay ahead of competitors is to have employees who act smarter and quicker than those employed by the competition.

Case Study

The effective use of IS has played a major role in the success attained by our mail order firm. By lowering its costs through IS, the firm has been able to offer its products at very competitive prices and to enjoy above-average profit margins. More importantly, by substantially reducing its back-office costs, the firm has been able to pay higher salaries in the front-office and attract more highly-qualified customer service representatives than its competitors. This has proven invaluable in a business where customer interactions are so important.

As brought out earlier, the firm's management has introduced a number of IS innovations ( e.g., the frequent-buyer program and the electronic "personal shopper"). Not only have such innovations strengthened their relationships with existing customers, but the increased visibility has introduced the firm to a host of new customers.

The firm's management has also recognized that it can not stand still. All employees are actively encouraged to identify ways in which their jobs can be improved as well as ways in which new services can be provided to customers.

Topic #8. What is a transformational information system and why is it important?

Transformational information systems allow organizations to regularly "reinvent" themselves in order to remain competitive. In today’s business environment this is an important competitive advantage. With transformational change, goals are set so high that they are impossible to achieve without "obliterating" the current way of doing things. Rather than improving the current state, a completely new state is invented. As you might expect, transformational change is a high risk activity. As you might not expect, much transformational change today is enabled through IS.

Transformational IS are directed at enabling three types of such radical change: 

· changes in a firm's business processes
· changes in a firm's organizational structure
· changes in the industry value streams that redefine the nature of  marketplaces
Let’s now take a closer look at each of these three types of organizational change.

Business Process Change

Work activities are accomplished through business processes, or sets of ordered actions and decisions which use inputs to produce outputs meeting specific objectives.  An “order entry” process, for example, would involve all the actions and decisions required to receive and process a customer order and to ship the order to the customer.  Business processes often encompass many steps, many people, many documents, and multiple approval points.

Because of a natural tendency of business processes to become both extended and bloated with the passage of time, many gains arise through the reengineering of business processes. Here, steps are eliminated or combined, fewer but more expert employees are involved, and improved information support is provided. What results?  Business processes that accomplish their objectives more completely, more accurately and more quickly.

Organizational Structure Change

Organizational structures evolve as work activities are assigned to work units and as these work units are coordinated through management hierarchies, planning and control systems, and organizational norms and values.  When work units grow in size or scope, management layers as well as specialist positions are added.  Again, with the passage of time, organizational structures also tend to become extended and bloated. 

Well-designed IS can result in the removal of layers from the management hierarchy and the need for fewer supervisory staff.  What results?  More flexible, more responsive, more efficient, and more effective work units.   In essence, decisions are moved to those employees best positioned to handle these decisions – the front-line employee.

Industry Value Stream Changes

Organizations must cooperate with many other organizations in order to meet the needs of customers and clients. Consider the book publishing industry. Authors write manuscripts for publishing houses, who contract with printers to actually produce the books and with wholesalers and retailers to  sell the books. And, let's not forget the advertising and media companies, who publicize the books. Many different activities, referred to as the industry value stream, involving very different organizations move an idea for a book into the final product sitting in the hands of a customer.

Today, many industry value streams are in turmoil. By effectively using IS, it is possible for a publisher, or even an author, to bypass wholesalers and retailers to develop a direct relationship with the end-consumer. Or, new actors, such as the electronic book store, are appearing to replace the traditional retail book store.  What happens when industry value streams are transformed?  Customers is served with more and better products and services, and those organizations who recognize the opportunities presented by a transforming industry value stream can gain major competitive advantages within the industry.

Case Study

Our mail order firm's owners have realized that the firm's long term success lies with identifying products to sell and establishing tight, long-lasting customer relationships. While important, activities such as ordering products from suppliers, warehousing these products and then shipping the products never been a source of competitive advantage. 

How will the owners radically restructure their firm? When an order is taken by a customer service representative, electronic messages will be instantly sent  to the product's supplier and to an express delivery company. The express delivery company will pick up the product from the supplier and deliver it to the customer. In order for such a cooperative effort to occur, the mail order firm must be able to "look into" its suppliers' product inventories and the express deliver firm must be able to coordinate its route schedules with the suppliers. How will this all occur? Through the use of interorganizational!

Topic #9.  How does IS benefit your organization?

IS provide many ways in which your organization can improve its performance and increase its success.  Generally, such improvements can be traced to:

· the automation of manual activities, thus increasing the accuracy and speed with which work is performed;

· the automation of decision activities, thus increasing the level, consistency and speed with which work is performed;

· the monitoring of work activities, thus enabling both front-line workers and managers to "keep in touch" with on-going work activities;

· the restructuring of work activities, thus allowing work to be accomplished when and where is best;

· the elimination of time and space barriers, thus enabling employees to handle work tasks and access critical resources regardless of where or when they physically work;

· the provision of high-quality information, thus enabling employees to make better decisions;

· the capturing and distribution of expertise, thus enabling all employees to leverage the learning that occurs across an organization

Capabilities such as these only provide the potential for improved performance—they do not guarantee success. It is a firm's employees who must come up with the ideas for applying IS, who must effectively use the capabilities of an IS once it has been installed, and who must over time suggest enhancements to the IS. Having mastered this material, you should be able to contribute in meaningful ways to such activities in your organization.

Case Study:  Federal Express

Since its founding in 1973, FedEx has succeeded beyond all expectations. Each day, over two million customers depend on FedEx to deliver approximately 3 million packages in a timely dependable manner.  How do they do it? 

Your first reaction might be to point at the company's delivery vans and determined couriers! But, behind these very visible symbols of FedEx's success lies their tradition of using information systems for both strategic inspiration and competitive advantage. 

Each of FedEx's couriers is equipped with portable barcode scanners that link together customer packages, the physical network of jets and vans, and an information network of computers, databases, and management tools. The heart of the information network is an IS named "Cosmos," that tracks the current status of every package. Just as important, it collects data about who is sending what, where, and to whom—data that enables the firm to fine-tune its distribution systems and to better understand its customers.

FedEx has invested further in IS to bring its networks right to its customers' front doors. Today, customers use the FedEx website to register for a FedEx account, to locate the nearest package drop-off location, to determine the charge to ship a package, to schedule a package pickup, and to track the package. 

Glossary

Best-of-Breed Applications: Building a suite of applications by linking together the best individual applications available.

Business Processes: Sets of ordered actions and decisions which use inputs to produce outputs meeting specific objectives.

Enterprise Data Model: Comprehensive view of the different sets of data used throughout an organization.

Fully-Integrated Applications Suite: A broad set of business applications which interconnect through a common enterprise data model.

Industry Value Streams: The many activities across different organizations within an industry involved in acquiring materials, producing products and services, delivering these products or services to customers or clients, and then supporting the customers or clients.

Informational Purposes: Maintaining information in an easily accessible form.

Integrated Information Systems: A set of information systems where each is able to easily access and use the data captured and stored by the others.

Interorganizational Information Systems: Information systems designed to enable distinct organizations to electronically interconnect with one another.

Organizational Structure: The design of work units in order to both clearly identify work responsibilities and to accomplish assigned work efficiently and effectively.

Reengineering: The (usually radical) redesign of business processes such that a business process accomplishes objectives more completely, more accurately and quicker.

Relational Purposes: Enriching business relationships through electronic interconnections.

Strategic Information Systems: Information systems designed to provide a firm with a marketplace advantage over its competitors.

Transactional Purposes: Replacing the exchange of paper-based business documents with "electronic documents."

Transformational Information Systems: Information systems designed to enable organizations to "reinvent" themselves in order to remain competitive in their marketplaces.

Value Stream: The set of processes and services that are involved in producing a good or service from conception to sale to the end user.
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