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Information Systems and Organizations

= The interaction between information technology and
organizations is complex and is influenced by many
mediating factors.
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What Is an Organization?

» Technical definition e s s
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» Formal social structure that processes resour
from environment to produce outputs_ s
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» A formal legal entity with internal rules and
procedures, as well as a social structure
\
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Figure 3.3 The Behavioral View
Organizations

Behavioral definition = ©0rgJ!Jes aab 5 sl
A collection of rights, privileges,
obligations, and responsibilities that is
delicately balanced over a period of time
through conflict and conflict resolution

FORMAL ORGANIZATION

Structure
Hierarchy
Division of labor
Rules, procedures
Business processes
Culture Environmental

Environmental >
outputs

resources
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Common Features of Organizations

 All organizations have some similar “structural”
features:

v" Clear division of labour

v" Hierarchy

v Explicit rules and procedures

v Impartial judgments

v" Technical qualifications for positions
v" Maximum organizational efficiency
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Routines and Business Prtg)cesses
Jl gl gt adedl o Joovwdl ddac Mo

organization J! Ja2s business process

Routines are patterns of individual behavior.
Business processes are a collection of routines.

Business firms are a collection of business
Processes.

Business processes enable organizations to cope
with all recurring expected situations.
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Routines, Business Processes, and Firms

Routines, Business Processas, and Firms
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Organizational Culture

Bl e org JS juad @S

« What products the organization should produce
 How and where it should be produced

« For whom the products should be produced
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Unique Features of Organizations

a3ed e dalzsia Ll org S b dols Dljgas
Structures
Goals
Constituencies
Leadé?ghip styles

Tasks

Surrounding environments
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Organizations and Environments

Organizations and environments have a reciprocal
relationship. ..o s

Organizations are open to, and dependent on, the
social and physical environment.

Organizations can influence their environments.

the environment
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Organizations and Environments

The Organization and Its Environmant

Environmental Resources
and Constraints

Covarnments
Competitors

Customers

Financial Institutions
Cultura

Knowledge ‘
Technology Information Systems
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Organizations and Environments

= Environments shape what organizations can do,
but organizations can influence their
environments and decide to change
environments altogether.

* Information technology plays a critical role in
helping organizations perceive environmental
change and 1n helping organizations act on their
environment.
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Other Differences Among Organizations

Ultimate goals
Different groups and constituencies

Nature of leadership
e O

7 7
Qaye_5 Qs

Tasks and technology



The information systems department is
responsible for maintaining:

Organizing the I'T Function

Hardware
Software
Data storage

Networks
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Information Technology Services

THE ORGANIIATION
Senior management
Major end users {divisions)

sy D3 VAN o
Vfiw\ - Informatlon Systems Department ' T
SW
conpovak Informatlon Systems Speclalists
Cl10
Managers
IT Infrastructure Systems analysts

Hardware Systems designers

Software Programmers

Data storage Network specialists

Networks Database administrator
Clerical

Figure 3-6
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Information Technology Services

Includes Specialists:

) Programmers: Highly trained, writers of the software
instructions for computers

o, Systems analysts: Translate business problems into
solutions, act as liaisons between the information
systems department and rest of the organization

» Information system managers: Leaders of various
specialists
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Information Technology Services

Includes Specialistsa(Continued)

Chief Information Officer (ClO): Senior manager in
charge of information systems function in the firm

End users: Department representatives outside the
information system department for whom applications
are developed information system J! ssbo! e@Ms o &ya8 I cslall el gall
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Economic Impacts

¢+ IT changes both the relative costs of capital and the
costs of information.

* Information systems technology is a factor of
production, like capital and labor.

IT
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Economic Impacts

dagdl Lulell &l udl cost JI

* Transaction cost theory: Firms seek to economize on
the cost of participating in markets (transaction
costs).

Jlesll sae Julss 3oyl e 33000 dlaadl dalsll sy 1t

* IT lowers market transaction costs for firm, making it
worthwhile for firms to transact with other firms rather
than grow the number of employees.
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BY THE NUMBERS

Transform How Data Drives Decisions

Dynamic Workplace Intelligence is designed to empower a businesses’ digital transfommation.
Why is this critical for vou and your customers?

87% 85% 88% $17.3B

B7% of companias 85% of enterprise 88% of firns are using Worldwide business
beliesve that digital dacision makers fesl third-party providers wiorkflow automation
transformation is they have two years for at least one and optimization
a competitive to make significant component of their market is expected
opportunity. inroads on their digital transformation. to grow to $17.3B
{CapGemini) digital transformation {Accenture) by 2022 at 11.1%
before falling behind CAGH.
their competitors. Workdwide Business
iy s Ovtiatousion Forecash
2015-2022)

30%

The biggest
competitive
advantage for 30%
of organizations will
be the ability to
creativity exploit
digital technologies.

(Gartner MarketGuide for
Managed Frint Services
in the Digital Marketplace)
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The Transaction Cost Theory of the Impact of
Information Technology on the Organization

Transaction
costs

Firm size (employees)

Figure 3-7
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Economic Impacts

(8lezall o degana(dS)
« Agency theory: Firm is nexus of contracts among
self-interested parties requiring supervision.

* Firms experience agency costs (the cost of managing
and supervising).

* IT can reduce agency costs, making it possible for
firms to grow without adding to the costs of
supervising, and without adding employees.

59 Al gall Sl Bymy paaall (San dalisall jt JI gol s JUS (0 casise 58 (el g Lo
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The Agency Cost Theory of the Impact of
Information Technology on the Organization

Firm size {employees)

Figure 3-8
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Organizational and Behavioral Impacts

IT Flattens Organizations:

* Facilitates flattening of hierarchies ;
9 8«83 9 ¢yl Sy oo

« Broadens the distribution of timely information
. . dyga9ll 551531 JSla Y
 Increases the speed of decision making g salodl b B

 Empowers lower-level employees to make decisions ““>
without supervision and increase management
efficiency

« Management span of control (the number of
employees supervised by each manager) will also
grow.
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Flattening Organizations
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this is the formal relachinsip

A traditional hierarchical organization with many levels of management
so if | want to increas the
efficiency
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An organization that has been "fMlattened” by removing layers of managament
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Figure 3-9
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Postindustrial Organizations and Virtual Firms

J strategy J!I 3« 8 sclug (Sae woysil @S
organization

Postindustrial Organizations:

* Authority increasingly relies on knowledge and
competence. knowledge JI e ol a3 sasss

« Information technology encourages task
force-networked organizations.

information technology J!
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Postindustrial Organizations and Virtual Firms

bl G Slorg Vbl G ! Website ! 4l lalizo
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Virtual Firms:

* Use networks to link people, assets, and ideas

« Can ally with suppliers, customers to create
and distribute new products and services

* Not limited to traditional organizational boundaries
or physical locations
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How Information Systems Impact Organizations
and Business Firms

Increasing Flexibility of Organizations:

 Information systems give both large and small
organizations additional flexibility to overcome the
limitations posed by their size.

« Small organizations use information systems to acquire

some of the muscle and reach of larger organizations.

physical JI J8! ;Sas organization J! «<U flexibility J! Wl S
lelo ol o lowl ool (Saa virtual structure J! wlus le structure
il GleS (San Aol §oudl 8 yaioma Sl dangdall Al

S sla Ly costumer JI wdb e lely zosa I «eladl customisation
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How Information Systems Impact Organizations
and Business Firms

Increasing Flexibility of Organizations: (Continued)

« Large organizations use information technology to
achieve some of the agility and responsiveness of small
organizations.

« Customization and personalization: IT makes it possible
to tailor products and services to individuals.



How Information Systems Impact Organizations
and Business Firms

lade ol palun o dlaall glo M jt JI ploscl

Understanding Organizational Resistance to Change:

* Information systems become bound up in organizational
politics because they influence access to a key resource.

* Information systems potentially change an organization’s
structure, culture, politics, and work.

* Most common reason for failure of large projects is due to
organizational and political resistance to change.

lalil gie ] dliiunally adlodl Slasdl geasnd Lails slainal S is I aisS
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How Information Systems Impact Organizations
and Business Firms

Organizational Resistance and the Mutually Adjusting Relationship
between Technology and the Organization

tools J! lseasiuy lgalezy 2> plgall yobl

RN reemeryY| Technolo People
2> olSdl o o8y

lagasseiuy g8y o Jlasl!

Structure

Aitools J! wadbgi dalial dols Basg B ooSs p3Y

Source: Reprinted by permission of
James G. March.
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How Information Systems Impact Organizations
and Business Firms

Organizational Structure

People Job Tasks

Information Technology
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How Information Systems Impact Organizations
and Business Firms

The Internet and Organizations

* The Internet increases the accessibility, storage,
distribution of information and knowledge for business
firms.

* The Internet lowers the transaction and agency costs of
firms.

* Businesses are rapidly rebuilding their key business
processes based on Internet technology. Example: online
order entry, customer service, and fulfillment of orders.



The Impact of IT on Management
Decision Making

Implications for the Design and Understanding of Information

SyStemS lelss o lgamasbo (e el JI JuSias sy

Factors to consider while planning a new system:

« Qrganizational environment

« Qrganizational structure, hierarchy, specialization, routines,
and business processes

* The organization’s culture and politics
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The Impact of IT on Management
Decision Making

8Ll G 5 ¢ <IIS Lo 0 unsall g5 3 y3laay 158l slsl Fneeds
o

The type of organization and its style of leadership

Groups affected by the system and the attitudes of workers
who will be using the system

The kinds of tasks, decisions, and business processes that
the information system is designed to assist



The Impact of IT on Management
Decision Making

338y Jows knowledge o Ol e Pilay sady
BISCIRCEAT

Characteristics to be kept in mind while Designing
Systems:

Flexibility and multiple options for handling data and
evaluating information

Capability to support a variety of management styles, skills,
and knowledge

Capability to keep track of many alternatives and
consequences

Sensitivity to the organization’s bureaucratic and political

requirements Sl 2 o8 Sodl g santa oo szl e e o 2L
sl CBlgeg

mis is an interface BTW bussines and it
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The Impact of IT on Management
Decision Making

Business strategy decisions of the firms will
determine the following:

« The products and services a firm produces
* The industries in which the firm competes
« Competitors, suppliers, and customers of the firm

« Long-term goals of the firm

iﬁ Created by Notein



Information Systems and Business
Strategy

busgie of Jush gan Lle dumilyiul Blaal

Business-Level Strategy: The Value Chain Model

The most common generic business level strategies are:

 Become the low-cost producer

. Dﬂ‘ferentiate your product from competitors’ products

—

« Change the scope of competition by enlarging the market
or narrowing it to a specialized % E—

4d yazial Foudl o e3> lisy 44d

profits margin JI «5ls zLodl G IS Y81 gay 1 Bagll i} Created by Notein



Information Systems and Business
Strategy

Value Chain Model:

) Highlights the primary or support activities that add
business value

* A good tool for understanding strategy at the business firm
level

Primary Activities:

 Directly related to the production and distribution of a firm’s
Products OF SEIVICES .. s pual zls] s gl 53000 i55ke



Information Systems and Business
Strategy

Support Activities:
« Make the delivery of primary activities possible

W

- Consist of the organization’s infrastructure, human
resources, technology, and procurement

2l go slia Jolss b Lo Blagll a3 2ol pes

firm infrastructure J! ;o e3> pascy Jlit J!
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Value Chain
ekt S

@( G?/‘\_ ecsin business Jos S
process

activity that added Joso JS
value

Firm Infrastructure

Human Resources

Techn::f:logy Develnfpment

Procurement

Inbound Oberato: | Outbound
Logistics | Sl Logistics

8ISl e yadl (ady 53g>ga lagls o555 23 activity J! gla
las dLJ8 dalSHg dle 5.y @ Wl is ! dabs
profit margin  J! 8sL5 Jbg

clac| lgdan
competitive advantage
IN Created by Notein



What Is a Value Chain?

Network of value-creating activities
Primary activities

Support activities

Linkages

eeeee



Primary Activities

= Five activities
\s Inbound logistics
Operations
Outbound logistics
& Marketing and sales
Service
= Stages accumulate costs and add value to product
~ Net result is total margin of chain
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Support Activities

= Four activities
= Firm infrastructure
= Human resources
= Technological development
= Procurement

= Contribute indirectly to production, sale, and service

= Add value and costs
= Produce margin that is difficult to calculate
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Linkages

deyudlg flow JI 332 :if
JI's primary J! ¢ Cross function J! &ldes

support

Interactions across value activities
Sources of efficiencies

Readily supported by information systems
Reduce inventory costs
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Benefits of value chains

Support decisions for various business activities.
Diagnose points of ineffectiveness for corrective action.

Understand linkages and dependencies between
different activities and areas in the business. For
example, issues in human resources management and
technology can permeate nearly all business activities.

Optimize activities to maximize output and minimize
organizational expenses.

Potentially create a cost advantage over competitors.

Understand core competencies and areas of
Improvement.
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Information Systems and Business
Strategy

The Firm Value Chain and the Industry Value Chain

P o .
I Administration and Managemeant: I
i Electronic scheduling and messaging systems :
|
I Human Resources: I
Sup port Worlforce planning systems
Activities !
! Te-:hnnlngf:_d 1 dec
C ter- st .
! omputer-aided design systems Firm
Procurement: X ! Value
|| Computerized ardering systems I Chain
" inbound Operations| Sales and Service ik ound
Logishcs Markeling Logistics
Primary Automated | Computer- | Computerized |Equipment Automated
Activities | ywarshousing | controlled | ardering maintenance [ shipment |
systems machining | systems systems scheduling
systems systems

kxx ,ff
Sourcing and . T Customer
Pracurement .y - Relationship
Systems ey ..a-""’ fManagement
-
- e Systems

Industry Value Chain

Figure 3-11

Customers
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Information Systems and Business
Strategy

Strategic question:

57+« How can IT be used at each point in the value chain to

7 L lower costs, differentiate products, and change the scope
of competition?



Information Systems and Business
Strategy

Value Web:

Internet-enabled Web of cooperating firms
« Customer-driven network of independent firms

« Uses information technology to coordinate value chains of
separate firms for collectively producing a product or
service



Information Systems and Business
Strategy

The Value Web

== —
Strategic Alliance 4 OlSya pe il
; and Partner Firms i
highly conected AL A
Industry
== == Customears
Suppliers == Firms = =
[ | —| =
—J O IZI" *  ERpSystems Y= = ==
Suppliers’ = Customers’
. Core Transaction
Suppliers Systems CLUstomers
Supply Chain Management I Customer Relationship
Systems Management Systems

- N =
Supplier Extranets Indirect Suppliers

Met Marketplaces == O ==
=

Figure 3-12
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Information Systems and Business
Strategy

Information Systems Products and Services

Systems that Create Product Differentiation:

B3l o Olazially g g2

* Firms can use IT to develop differentiated products.

« Create brand loyalty by developing new and unique
products and services

* Product and services not easily duplicated by competitors

Examples: Dell, Orbitz S e segment 2 ol o niche J

a8y



Information Systems and Business
Strategy

Systems that Support Focused Differentiation:
d Joodll Baan gibay g dl> e Luasll Dlogles
¢ Uses intensive analysis of customer data to support new
ways of contacting and serving the customer

¢ Enables development of new market niches for specialized
products or services

» A niche market is a segment of a larger market that can be
defined by its own unique needs, preferences, or identity
that makes it different from the market at large.

ol chasn N e—
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Information Systems and Business

Strategy
o ()05 JSJs
mew O "Porter’s Five Forces Model

In the larger environment, there are five main forces or
threats:

New market entrants
Substitute products and services s 1l gt oI
planning strategy

Suppliers

Customers

¢« Other firms competing directly — wtasi .
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Information Systems and Business
Strategy

Porter’s Competitive Forces Model

Mesar Substitute
Market Products
Ertrants and Semnces

The Industry

Suppliers

Fig ure 3'1 5 IM Created by Notein



Information Systems and Business
Strategy

IT and the Internet can greatly change the strength of
these competitive forces:

¢ Encourage new entrants. Example: NetFlix (offers
thousands of movies and TV shows for a flat monthly rate)
vs. Blockbuster (a pay-per-view video-on-demand service
(you rent or buy each title individually)

¢ |Increase customer bargaining power. Example:
. . ooyl dSun @ . .
Expedia.com ( travelling agency) and others. ~> %7



Information Systems and Business
Strategy

IT and the Internet can greatly change the strength of these
competitive forces: (Continued)

» Decrease in supplier power. Example: eCampus.com
increases the efficiency of used textbook market, reducing

publisher profits

¢ Substitute products. Example: online music lowers value
of record stores

iﬁ Created by Notein



https://www.youtube.com/watch?v=f0O4hzG4u3-Q

https://www.youtube.com/watch?v=QU3dRhXmC_8
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Organizational Strategy

dawguall g bagedl dSyadl Blaal

Determines organization’s goal and objectives
Developed from organizational structure
Creates the value chain for organization

Establishes the structure, features, and functions of
information systems

iﬁ Created by Notein



What Is Competitive Strategy?

Organization’s response to structure of its industry
structure:

= The structure of the industry refers to the nature of

NN X X

barriers to entry and competitive dynamics in the

industry.
. . _ performance JJ joldo 555 (Sao
Four characteristics of industry structure are

particularly important to the performance of new firms
In the industry:

Capital intensity  gwii s
Advertising intensity, > >~
Concentration,
Average firm size.
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Organizational Strategy or ol e

= Porter identified four competitive strategies:
# Cost leadership across industry
* Cost leadership focused on particular industry segment
* Differentiation across industry
» Differentiation focused on particular industry segment

= Porter says goals, objectives, culture, and activities

must be consistent with strategy better quality
Cost ifferentiation
Lowest cost Bet:jer A
Industry-wide | across the product/service
industry , \-J,.?‘h‘ across the
. §\)\5‘9, &% industry
Blle Bugas ublia sy gaia el oo figne el b sl SN 9
Better
' —inichC Lowest cost :
| A“AMS]@ ser-ir ¢ Foecus Btk o product/service
See W 3k gy 5 (oler industry segment [[EREEEE
corpikive adymmkec. Cay 4 e industry segment
o k207




Achieving Competitive Advantage

Businesses determine competitive strategies
Create processes to achieve strategies

Information systems developed to support business
processes

Help organizations achieve competitive advantage

' Need to avoid creating systems that are unrelated to
organization’s strategy =~

compelibive shal@s \ a~log 2 *
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Business Functions

IS JI oo &85 0y

BUSINESS FUNCTIONS

Flow of Goods/Services

Human Resour;:es
; Support

ﬁiccounting and Infrafstructure Activities

Procurement and Technology

Inbound Operations
Logistics | or Manufacturing

N | >

N
Primary Activities ‘
s, Lashal inlas 5w s 233 BUSINE@SS Functions: the activities carried
out by an enterprise; the combination of all
primary and support activities. i¥] Created by Notein




Fundamental Types of Information Systems
within Organizations

CROSS SECTION AND DEP
¥ Calculation systems

Functional systems
\{ Cross-functional systems



Calculation Systems

little knowledge J &8 8yslo Slaglea Lusey Olagles Jany ppisudl g kulgyll gds sUsS Jza

Antiquates system
Relieved workers of repetitive calculations
Labor-saving devices

Produced little_infor 10

Examples: systems that computed payroll and wrote
paychecks; inventory tracking

iﬁ Created by Notein



Functional Systems

= Facilitates work of single department or function
= Functions added to calculation system programs to
pnomdimgLegLaJueov\\/LWMW
(=) Islands of automation

\J/ Work independently from each other
N Effective as independent functions

\f Inefficient working in cooperation with other processes
across entire business

= Examples: human resources; financial reporting

Sy = 'gwwj\@ﬁ;;g/
Deprbill (plo (ladyt ' ICTY-I'% N AN Z
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Functional Systems

HR Systems

1
Human Resourg:es

ﬁgccounting and Infrafstructure Accounting Systems

Férocurement and Te(‘::hnology

Inbound \
Logistics

< PN 5

Y ' _

Sales Operations Systems and ‘
Functional System: Information systems

Systems Manufacturing Systems
which facilitate the work of a single department
Or fU"Ction . IM Created by Notein



o Do a7 . Functional Silos

FUNGTIONAL SILOS

Functional Silos: Isolated systems designed
to work independently of one another.

Cross Ja=y Lo department JsJ pUas
function
A
e

Sales and Operations and
Marketing Manufacturing

Accou nting IN Created by Notein



Functional Systems

\nerete OSUA@

/

Data Integrity Issues:

Order Data

Product Price
LXZ-0324 $135.56
LTK-0203 $38.99

Sales and
Marketing

oy o it o Uep-

Inventory Data

Product Price
LXZ324 $135
| LTK203 $38

Accounting Data

Product Price
00324-LXZ $130.25
00203-ATK $39.00

Operations and
Manufacturing

§2l o )

Accounting

OS5 Sse k.
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Functional Systems

= Costly Functional Systems

~F

Sales and Operations and
Marketing Manufacturing

2

Accounting

IN Created by Notein



Integrated, Cross-Functional Systems
WITOR AN ey a

@ Cross-department systems operate across
departmental boundaries

* Increased functionality

@ Process-based systems support complete business
processes

* Integrated processing systems are more efficient
* Needs clear line of authority

Ao et S0
\J@cwma{ &;@K&
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Integrated, Cross-Functional Systems

Cross function J! Jess JI 5o

o Management

I

Sales and Operations and

Marketing Manufacturing Accounting



Functional Systems Problems

") Systems provide tremendous benefits, but are limited
because they operate in isolation

® Data duplication results from each application having own
database

® Potential lack of data integrity

* Business processes disjointed across functions
* Produces lack of integrated enterprise information

® Limited information available at any one source
* Inefficient decisions based on limited knowledge
® Increased costs to organization

iﬁ Created by Notein



Cross-Functional Systems and the Value
Chain

® Cross-functional systems designed to overcome
problems in functional systems

= Customer relationship management systems (CRM)
 Integrates all of the primary business activities
- Makes the organization customer-centric
 All customer data stored in single database

= Enterprise resource management systems (ERP)

* Integrates primary value chain activities with human
resources and accounting

* Enterprise-wide systems

iﬁ Created by Notein



Business Process Design

1 Porter’s idea

"3 Create integrated, cross-departmental business
systems

— Do not automate or improve existing systems
* |[nstead, create new processes:
® Integrate activities of all departments
¢ Across entire value chain

iﬁ Created by Notein



Business Processes

(&) Network of activities, resources, facilities, and
information

@ Accomplish a business function ==
@ Implement value chains or portions of value chains

iﬁ Created by Notein



Organizational Strategy Determines
Information Systems

Industry
Structure

WWWWW

Competitive
Strateqy

Better
prodlct/senice
auros the

industry

Lowest cost
cross the
industy

Lowest cost
within an
industry segment

Value
Chains

Business
Processes

I
Mlmunkexuumln
iy Deeen |
UN’I\EN;
b Gutand | Marketng
|oggiiy logis | and Sl o
Rehites

Information
Systems

|Hm|sm| b |Pmdum| [ |
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Competitive Advantage via Products

=) Organizations gain a competitive advantage by:
® Creating new products or services
® Enhancing existing products or services
» Differentiating their products or services



Competitive Advantage via Business
Processes

 Organizations can gain a competitive advantage by
Implementing business systems

® Locking in customers
 High switching costs 534S gags
. . . o3
=) Locking in suppliers

* Making it easy to connect to and work with
organization



Competitive Advantage via Business
Processes, continued

® Create entry barriers s cas

« Making it expensive for new competition to
enter market

= Establish alliances I
- Establish standards @&)L@
02 Promote product awareness
= Reducing costs
* Increased profitability

eeeee
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