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Information Systems and Organizations //‘
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The Two-Way Relationship between Organizations and Information Technology
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What Is an Organization?
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» Formal social structure that processes resour
from environment to produce outputs

» A formal legal entity with ‘internal rules and
procedures, as well as a'social structure
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Common Features of Organizations

* All organizations have some similar “structural’
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v Explicit rules and procedures
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Routines and Business Processes
@3\)",\\(\{’5) &1(\/}5/0(35
. EQEEEES_}IG patterns of individual behavior. Business Gt
- Business processes are a collection of routines. Rovtines
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* Business firms are a collection of business
processes.
+ Business processes enable organizations to cope
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Routines, Business Processes, and Firms

) JL/’"' al Routines, Business Processes, and Firms
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- What products the organization should produce

- How and where it should be produced

- For whomthe products should be produced
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* Tasks -

» Surrounding environments

Organizations and Environments
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- Organizations and environments have a reciprocal &3‘ A
relationship. W

. Organlzahons are open to,and«dependent on, the
SO Qa_l/andq)hysmal environment.

+ Organizations can influence their environments.
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Organizations and Environments
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The Organkzation and Its Environment

Environmental Resources

and Constraints

Wr ‘».),oa}’q 7
Governments_ X
Competitors aokSehon
Customers:: 3

Financial lnsﬂtutlons
| Culture =

Knowledge £
Technology : Information Systems

Mac o},wwwa Qoesud serve Mo sore  qvemw 4 .

LJKQ \—6@,46, SeAe Qor\r\ we &o&

Orgamzatlons and Environments
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- Env1r0nment o what organizations can do

but organlzatlons can(influence their

env1rmts and decide to change
environments altogether.

= Information technolog W 1 role

helping orgamzatlonfel _environmental

change and in helping organization§ act on their
envjronmeng
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Ultimate goals

Other Differences Among Organizations
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Different groups and constituencies
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Tasks and technology

Organizing the IT Function

The information systems department is
responsible for maintaining:

Hardware
Software

Data storage

Networks




Information Technology Services

THE ORGANIZATION
Senior management
| Major end users (divisions)
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Information Systems Specialists
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f § Managers

‘ o IT Infrastructure | = Systems analysts
Hardware 8 Systems designers
Software ! Programmers
Datastorage || Network specialists
Networks 8  Database administrator
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Information Technology Services
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Includes Specialists: Sheacdore -

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

- Systems analysts: Translate business problems into \
solutions, act as liaisons between the information "~

systems department and rest of the organization jg-”‘ 5 s
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- Information system managers: Leaders of various
specialists




[nformation Technology Services

Includes Specialists: (Continued)

» ChiefInformation 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
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Economic Impacts

- |IT changes both the relative costs of capital and the
costs of information.
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N7

Economic Impacts

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

costs). - s ) Y

« T 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 transformation.
Why is this anitical for you and your customers?

87% 85% 88% $17.3B 30%

87% of companies 85% of enterprise 88% of firms are using Worldwide businass The biggest
believe that digital decision makers feel third-party providers workflow automation compaetitive
transformation is they have two years for at least one and optimization advantage for 30%
a competitiva to make significant component of their market is expectad of organizations will
opportunity. inroads on their digital transformation. to grow to $17.38 be the ability to
(CapGemini) digital transformation (Accenture) by 2022 at 11.1% creativity axploit
before falling behind CAGR digital technologies
their competitors, (Workdwide Business (Garmel MarketGuide for
Workflow A
ey and Optimization Forecast, in the Di: gzl ’:'iukv";:"!)
2018-2022)

o207 ghend

JJ’ u"z_j) 55\2

CquWWJ\W\)




The Transaction Cost Theory of the Impact of
Information Technology on the Organization

Transaction

Firm size (employees)

Figure 3-7
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Economic Impacts

« Agency theory: Firm is nexus of contracts among
self-interested parties requiring supervision.

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

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




The Agency Cost Theory of the Impact of
Information Technology on the Organization
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Organizational and Behavioral Impacts

IT Flattens Organizations: ,
Merery J) =5 g )
+ Facilitates flattening of hierarchies G b))y 5
+ Broadens the distribution of timely informatiqn@lé _';\;f»l I%;
- Increases the speed of decision making e Oy
« 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.




Flattening Organizations
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A traditional hierarchical organization with many levels of management
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An organllatlon that has been ‘l'laﬂened by removing layers of management
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Postindustrial Organizations and Virtual Firms
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- Authority increasingly relies on knowledge and ~ sr=Jic )
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- Information technology encourages task
force- networked organizations.
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Postindustrial Organizations and Virtual Firms

Totemd)| pue o (o
7 s s

Virtual Firms: - ,
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- 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 - :

How Information Systems Impact Organizations
and Business Firms
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Increasing Flexibility of Organizations: & < 23] Js
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« 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.
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How Information Systems Impact Organizations
and Business Firms

"V Increasing Flexibility of Organizations: (Continued)
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- Large organizations use information technology to
achieve some of the agility and responsiveness of small
organizations. Beamrve o)l (st Smadire =]

» |Customization and personalization: IT makes it possible
to tailor products and services to individuals.
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How Information Systems Impact Organizations
and Business Firms
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- 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.
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How Information Systems Impact Organizations
and Business Firms

Organizational Resistance and the Mutually Adjusting Relationship
between Technology and the Organization
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Source: Reprinted by permission of
James G. March.

Figure 3-10

How Information Systems Impact Organizations
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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

Factors to consider while planning a new system:

« Qrganizational environment

« QOrganizational 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

* 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
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Decision Making

Characteristics to be kept in mind while Designing == 5% 9? *
Systems: O Dl 4
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- 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 g E g
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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

Information Systems and Business
Strategy

Business-Level Strategy: The Value Chain Model

The most common generic business level strategies are:
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Become the low-cost producer 2% plial ¢ 3o
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Differentiate your product from competitors’ products

Change the scope of competition by enlarging the market
or narrowing it to a specialized niche ewcw?e ——
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Information Systems and Business
Strategy

“Value Chain Model: o=

» Highlights the M or @’rjpactnwtles that add

business value

* A good tool for understanding strategy at the business firm
level
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Primary Activities: e D A

. (Dlrectly related\o the production-and dlstnbut|on of a firm’s
Producfs or serwces Vo 4.3 d(_v\j . .

Information Systems and Business

Strategy
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Support Activities: o B B
« Make the delivery of primary activities possible
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« Consist of the organization’s infrastructure, human T
resources, technology, and procurement 2 eche ety
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Value Chain
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Firm Infrastructure

Support

Human Resources

Activities |/
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Procurement
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Inbound
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Outbound | Marketing

Service
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\What Is a Value Chain? |

= Primary activities
= Support activities
= Linkages

Network of value-creating activities




Primary Activities

= _Five activities
= |Inbound logistics
= Operations
= Qutbound logistics
= Marketing and sales
= Service
= Stages accumulate costs and add value to product
= Net result is total margin of chain

Support Activities

= Four activities
= Firm.infrastructure
= Human resources
= Technological development
- Procurementi '
= Contribute indirectly to production, sale, and service

= Add value and costs
= Produce margin that is difficult to calculate
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Interactions across value activities sopPRH.
Sources of efficiencies
Readily supported by information systems

Reduce inventory costs

Linkages —
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Benefitsﬁﬂof 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.




Information Systems and Business

Strategy

The Firm Value Chain and the Industry Value Chain

Administration and Management:.
Electronic scheduling and messaging systems
Human Resources:
Support Worlorce planning systems
Activities
Technology: 5
Computer-aided design systems
Procurement: i
4 Computerzed ordering systems
4 Inbound Operations| Sales and Service Outbound
Logistics Markeling Logistics
Primary Automated | Computer- | Computerized |Equipment Automated
Activities | warehousing | controlled | ordering maintenance | shipment |
systems machining | systems systems scheduling 1
systems systems i
/’.
Sourcing and Pz Customer
Procurement £ Relationship
Systems 57 Management
Systemns

Customers

™ Distributors
Industry Value Chain

Figure 3-11

Information Systems and Business
Strategy
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Strategic question:

« How can IT be used at each point in the value chain to
‘lower costs, differentiate products, and change the scope
of competition?
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