Chapter- 2

Global E-business and Collaboration

Topic- 1: What are business processes? How are they related to information

systems?

1.1: Business Processes

Business processes are the collection of activities required to produce a product or service. These
activities are supported by flows of material, information, and knowledge among the participants in
business processes . Business processes also refer to the unique ways in which organizations coordinate

work, information, and knowledge
and the ways in which management TABLE 2.1 EXAMPLES OF FUNCTIONAL BUSINESS PROCESSES

chooses to coordinate work. FUNCTIONAL AREA BUSINESS PROCESS
Manufacturing and production Assembling the product
Checking for quality
To a large extent, the performance of Producing bills of materials
a business firm depends on how well  Sales and marketing Identifying customers
3 3 3 Making customers aware of the product
its business processes are designed Selling the praduct
and coordinated. A Company’s Finance and accounting Paying creditors
. Creating financial statements

business processes can be a source of Managing cash accounts
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better than its rivals. Business
processes can also be liabilities if they are based on inefficient ways of working that impede
organizational responsiveness and efficiency.

Every business can be seen as a collection of business processes, some of which are part of larger
encompassing processes. For instance, the uses of mentoring, wikis, blogs, and videos are all part of the
overall knowledge management process. Many business processes are tied to a specific functional area.
For example, the sales and marketing function is responsible for identifying customers, and the human
resources function is responsible for hiring employees.

1.2: Systems for Different Management Groups (Part- 1)

Transaction Processing Systems

Operational managers need systems that keep track of the elementary activities and transactions of the
organization, such as sales, receipts, cash deposits, payroll, credit decisions, and the flow of materials in a
factory. Transaction processing systems (TPS) provide this kind of information. A transaction processing
system is a computerized system that performs and records the daily routine transactions necessary to



conduct business, such as sales order entry, hotel reservations, payroll, employee record keeping, and
shipping.

1.3: Systems for Different Management Groups (Part- 2)

Systems for Business Intelligence

Firms also have business intelligence systems that focus on delivering information to support
management decision making. Business intelligence is a contemporary term for data and software tools
for organizing, analyzing, and providing access to data to help managers and other enterprise users make
more informed decisions. Business intelligence addresses the decision-making needs of all levels of

management.
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MIS typically provides answers to routine questions that have been specified in advance and have a
predefined procedure for answering them. For instance, MIS reports might list the total pounds of lettuce
used this quarter by a fast-food chain or, as illustrated in Figure 2. 4 , compare total annual sales figures
for specific products to planned targets. These systems generally are not flexible and have little analytical
capability. Most MIS use simple routines, such as summaries and comparisons, as opposed to
sophisticated mathematical models or statistical techniques.

Decision-support systems (DSS)

Decision-support systems (DSS) focus on problems that are unique and rapidly changing, for which the
procedure for arriving at a solution may not be fully predefined in advance. They try to answer questions
such as these: What would be the impact on production schedules if we were to double sales in the month



of December? What would happen to our return on investment if a factory schedule were delayed for six
months?

Although DSS use internal information from TPS and MIS, they often bring in information from external
sources, such as current stock prices or product prices of competitors. These systems are employed by
“super-user” managers and business analysts who want to use sophisticated analytics and models to
analyze data.

An interesting, small, but powerful DSS is the voyage-estimating system of a large global shipping
company that transports bulk cargoes of coal, oil, ores, and finished products. The firm owns some
vessels, charters others, and bids for shipping contracts in the open market to carry general cargo. A
voyage-estimating system calculates financial and technical voyage details. Financial calculations include
ship/time costs (fuel, labor, capital), freight rates for various types of cargo, and port expenses. Technical
details include a myriad of factors, such as ship cargo capacity, speed, port distances, fuel and water
consumption, and loading patterns (location of cargo for different ports).

Executive support systems (ESS)

Executive support systems (ESS) help senior management make these decisions. They address nonroutine
decisions requiring judgment, evaluation, and insight because there is no agreed-on procedure for
arriving at a solution. ESS presents graphs and data from many sources through an interface that is easy
for senior managers to use. Often the information is delivered to senior executives through a portal, which
uses a web interface to present integrated personalized business content.

ESS is designed to incorporate data about external events, such as new tax laws or competitors, but they
also draw summarized information from internal MIS and DSS. They filter, compress, and track critical
data, displaying the data of greatest importance to senior managers. Increasingly, such systems include
business intelligence analytics for analyzing trends, forecasting, and “drilling down” to data at greater
levels of detail.



Topic- 2: Systems for Linking the Enterprise

Enterprise Applications

Getting all the different kinds of systems in a company to work together has proven a major challenge.
Typically, corporations are put together both through normal “organic” growth and through the
acquisition of smaller firms. Over a period of time, corporations end up with a collection of systems, most
of them older, and face the challenge of getting them all to “talk” with one another and work together as

one corporate system. There are several solutions
to thlS problem' FIGURE 2.6 ENTERPRISE APPLICATION ARCHITECTURE
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Figure 2.6 shows that the architecture for these enterprise applications encompasses processes spanning
the entire organization and, in some cases, extending beyond the organization to customers, suppliers, and
other key business partners.

Enterprise Systems

For example, when a customer places an order, the order data flows automatically to other parts
of the company that are affected by them. The order transaction triggers the warehouse to pick
the ordered products and schedule shipment. The warehouse informs the factory to replenish
whatever has been depleted. The accounting department is notified to send the customer an
invoice. Customer service representatives track the progress of the order through every step to
inform customers about the status of their orders. Managers are able to use firmwide information
to make more precise and timely decisions about daily operations and longer-term planning.



Firms use enterprise systems, also known as enterprise resource planning (ERP) systems, to
integrate business processes in manufacturing and production, finance and accounting, sales and
marketing, and human resources into a single software system. Information that was previously
fragmented in many different systems is stored in a single comprehensive data repository where
it can be used by many different parts of the business.

Supply Chain Management Systems

Firms use supply chain management (SCM) systems to help manage relationships with their
suppliers. These systems help suppliers, purchasing firms, distributors, and logistics companies
share information about orders, production, inventory levels, and delivery of products and
services so they can source, produce, and deliver goods and services efficiently. The ultimate
objective is to get the right amount of their products from their source to their point of
consumption in the least amount of time and at the lowest cost. These systems increase firm
profitability by lowering the costs of moving and making products and by enabling managers to
make better decisions about how to organize and schedule sourcing, production, and distribution.

Supply chain management systems are one type of inter-organizational system because they
automate the flow of information across organizational boundaries. You will find examples of
other types of inter-organizational information systems throughout this text because such
systems make it possible for firms to link digitally to customers and to outsource their work to
other companies.

Customer Relationship Management Systems

Firms use customer relationship management (CRM) systems to help manage their relationships
with their customers. CRM systems provide information to coordinate all of the business
processes that deal with customers in sales, marketing, and service to optimize revenue, customer
satisfaction, and customer retention. This information helps firms identify, attract, and retain the
most profitable customers; provide better service to existing customers; and increase sales.

Knowledge Management Systems

Some firms perform better than others because they have better knowledge about how to create,
produce, and deliver products and services. This firm knowledge is unique, is difficult to imitate,
and can be leveraged into long-term strategic benefits. Knowledge management systems (KMS)
enable organizations to better manage processes for capturing and applying knowledge and
expertise. These systems collect all relevant knowledge and experience in the firm and make it
available wherever and whenever it is needed to improve business processes and management
decisions. They also link the firm to external sources of knowledge.



E-business, E-commerce, and E-government

Electronic business, or e-business, refers to the use of digital technology and the Internet to execute the
major business processes in the enterprise. E-business includes activities for the internal management of
the firm and for coordination with suppliers and other business partners. It also includes electronic
commerce or e-commerce.

E-commerce is the part of e-business that deals with the buying and selling of goods and services over the
Internet. It also encompasses activities supporting those market transactions, such as advertising,
marketing, customer support, security, delivery, and payment.

The technologies associated with e-business have also brought about similar changes in the public sector.
Governments on all levels are using Internet technology to deliver information and services to citizens,
employees, and businesses with which they work. E-government refers to the application of the Internet
and networking technologies to digitally enable government and public sector agencies’ relationships with
citizens, businesses, and other arms of government.

In addition to improving delivery of government services, e-government makes government operations
more efficient and also empowers citizens by giving them easier access to information and the ability to
network electronically with other citizens. For example, citizens in some states can renew their driver’s
licenses or apply for unemployment benefits online, and the Internet has become a powerful tool for
instantly mobilizing interest groups for political action and fund-raising.



Topic- 3: Why are systems for collaboration and social business so

important?

Collaboration is working with others to achieve shared and explicit goals. The collaboration
focuses on task or mission accomplishment and usually takes place in a business or other
organization and between businesses. You collaborate with a colleague in Tokyo having
expertise on a topic about which you know nothing. You collaborate with many colleagues in
publishing a company blog. If you’re in a law firm, you collaborate with accountants in an

accounting firm in servicing the needs of a client with tax problems.

Employees may collaborate in informal groups that are not a formal part of the business firm’s
organizational structure, or they may be organized into formal teams. Teams have a specific
mission that someone in the business assigned to them. Team members need to collaborate on
the accomplishment of specific tasks and collectively achieve the team mission. The team
mission might be to “win the game” or “increase online sales by 10 percent.” Teams are often
short-lived, depending on the problems they tackle and the length of time needed to find a

solution and accomplish the mission.
Collaboration and teamwork are more important today than ever for a variety of reasons.

e Changing nature of work. The nature of work has changed from factory manufacturing
and pre-computer office work where each stage in the production process occurred
independently of one another and was coordinated by supervisors. Work was organized
into silos. Within a silo, work passed from one machine tool station to another, from one
desktop to another, until the finished product was completed.

e Growth of professional work. “Interaction” jobs tend to be professional jobs in the
service sector that require close coordination and collaboration. Professional jobs require
substantial education and the sharing of information and opinions to get work done.

e Changing the organization of the firm. For most of the industrial age, managers
organized work in a hierarchical fashion. Orders came down the hierarchy, and responses
moved back up the hierarchy. Today, work is organized into groups and teams, and the
members are expected to develop their own methods for accomplishing the task. Senior
managers observe and measure results but are much less likely to issue detailed orders or
operating procedures. In part, this is because expertise and decision-making power have
been pushed down in organizations.

e Changing scope of the firm. The work of the firm has changed from a single location to
multiple locations—offices or factories throughout a region, a nation, or even around the



globe. For instance, Henry Ford developed the first mass-production automobile plant at
a single Dearborn, Michigan, factory. In 2015, Ford employed 199,000 people at about
67 plants worldwide. With this kind of global presence, the need for close coordination of
design, production, marketing, distribution, and service obviously takes on new
importance and scale. Large global companies need to have teams working on a global
basis.

e Emphasis on innovation. Although we tend to attribute innovations in business and
science to great individuals, these great individuals are most likely working with a team
of brilliant colleagues. Think of Bill Gates and Steve Jobs (founders of Microsoft and
Apple), both of whom are highly regarded innovators and both of whom built strong
collaborative teams to nurture and support innovation in their firms.

e Changing culture of work and business. Most research on collaboration supports the
notion that diverse teams produce better outputs faster than individuals working on their
own. Popular notions of the crowd (“crowdsourcing” and the “wisdom of crowds”) also
provide cultural support for collaboration and teamwork.

1.2: What is Social Business?

Many firms today enhance collaboration by embracing social business—the use of social
networking platforms, including Facebook, Twitter, and internal corporate social tools—to
engage their employees, customers, and suppliers. These tools enable workers to set up profiles,
form groups, and “follow” each other’s status updates. The goal of social business is to deepen
interactions with groups inside and outside the firm to expedite and enhance information sharing,
innovation, and decision making.

A keyword in social business is conversations. Customers, suppliers, employees, managers, and
even oversight agencies continually have conversations about firms, often without the knowledge
of the firm or its key actors (employees and managers).

Supporters of social business argue that, if firms could tune into these conversations, they would
strengthen their bonds with consumers, suppliers, and employees, increasing their emotional
involvement in the firm.

1.3: What is the role of the information systems function in a business?

In all but the smallest of firms, the information systems department is the formal organizational unit
responsible for information technology services. The information systems department is responsible for
maintaining the hardware, software, data storage, and networks that comprise the firm’s IT infrastructure.



The information systems department consists of specialists, such as programmers, systems analysts,
project leaders, and information systems managers. Programmers are highly trained technical specialists
who write software instructions for computers. Systems analysts constitute the principal liaisons between
the information systems groups and the rest of the organization. It is the systems analyst’s job to translate
business problems and requirements into information requirements and systems. Information systems
managers are leaders of teams of programmers and analysts, project managers, physical facility managers,
telecommunications managers, or database specialists. They are also managers of computer operations
and data entry staff. Also, external specialists, such as hardware vendors and manufacturers, software
firms, and consultants, frequently participate in the day-to-day operations and long-term planning of
information systems.

In many companies, the information systems department is headed by a chief information officer (CIO).
The CIO is a senior manager who oversees the use of information technology in the firm. Today’s CIOs
are expected to have a strong business background as well as information systems expertise and to play a
leadership role in integrating technology into the firm’s business strategy. Large firms today also have
positions for a chief security officer, chief knowledge officer, chief data officer, and chief privacy officer,
all of whom work closely with the CIO.

The chief security officer (CSO) is in charge of information systems security for the firm and is
responsible for enforcing the firm’s information security policy. (Sometimes this position is called the
chief information security officer [CISO] where information systems security is separated from physical
security.)

Information systems security and the need to safeguard personal data have become so important that
corporations collecting vast quantities of personal data have established positions for a chief privacy
officer (CPO). The CPO is responsible for ensuring that the company complies with existing data privacy
laws.

The chief knowledge officer (CKO) is responsible for the firm’s knowledge management program. The
CKO helps design programs and systems to find new sources of knowledge or to make better use of
existing knowledge in organizational and management processes.

The chief data officer (CDO) is responsible for enterprise-wide governance and utilization of
information to maximize the value the organization can realize from its data. The CDO ensures that the
firm is collecting the appropriate data to serve its needs, deploying appropriate technologies for analyzing
the data, and using the results to support business decisions.



