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3.0 Objective 
After going through this unit, you should be able to: 
 

 learn the classification of information system 
 understand the role of various types of information system  
 learn the detail concept of MIS ,its characteristics, its development, life cycle etc. 
 understand the relationship between the  system  
 know about business process 
 know about Customer Relationship Management and Supply Chain Management 

customer 
 know about Enterprise System, its benefits and challenges 

   

3.1 Introduction 
In this chapter we will examine the role of the various types of information systems in 
organizations. First, we will look at ways of classifying information systems based on the 
organizational level they support. Next we will look at systems in terms of the organizational 
function they serve. We will show how systems can support business processes for the major 
business functions and processes that span more than one function, such as supply chain 
management. This unit will then examine enterprise systems and industrial networks, which 
enable organizations to integrate information and business processes across entire firms and even 
entire industries. Finally, we will discuss different ways that information systems can be 
configured when businesses operate internationally. 

3.2 Key System Applications in the Organization 
Because there are different interests, specialties, and levels in an organization, there are different 
kinds of systems. No single system can provide all the information an organization needs. Figure 
3-1 illustrates one way to depict the kinds of systems found in an organization. In the illustration, 
the organization is divided into strategic, management, knowledge, and operational levels and 
then is further divided into functional areas such as sales and marketing, manufacturing, finance, 
accounting, and human resources. Systems are built to serve these different organizational 
interests (Anthony, 1965).  



Figure 3-1:Types of information systems 

 

Organizations can be divided into strategic, management, knowledge, and operational levels and 
into five major functional areas: sales and marketing, manufacturing, finance, accounting, and 
human resources. Information systems serve each of these levels and functions 

3.3 Different Kinds of Systems  
Four main types of information systems serve different organizational levels:  

 operational-level systems, 

 knowledge-level systems, 

 management-level systems, and  

 strategic-level systems.  

Operational-level systems support operational managers by keeping 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. Examples of operational-level systems 
include a system to record bank deposits from automatic teller machines or one that tracks the 
number of hours worked each day by employees on a factory floor. 

Knowledge-level systems support the organization's knowledge and data workers. The purpose 
of knowledge-level systems is to help the business firm integrate new knowledge into the 



business and to help the organization control the flow of paperwork. Knowledge-level systems, 
especially in the form of workstations and office systems, are among the fastest-growing 
applications in business today. 

Management-level systems serve the monitoring, controlling, decision-making, and 
administrative activities of middle managers. The principal question addressed by such systems 
is, Are things working well? Management-level systems typically provide periodic reports rather 
than instant information on operations. An example is a relocation control system that reports on 
the total moving, house-hunting, and home financing costs for employees in all company 
divisions, noting wherever actual costs exceed budgets. 

Some management-level systems support non routine decision making . They tend to focus on 
less-structured decisions for which information requirements are not always clear. These systems 
often answer "what-if" questions: 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? Answers to these questions frequently require 
new data from outside the organization, as well as data from inside that cannot be easily drawn 
from existing operational-level systems. 

Strategic-level systems help senior management tackle and address strategic issues and long-
term trends, both in the firm and in the external environment. Their principal concern is 
matching changes in the external environment with existing organizational capability. What will 
employment levels be in five years? What are the long-term industry cost trends, and where does 
our firm fit in? What products should we be making in five years? 

Information systems also serve the major business functions, such as sales and marketing, 
manufacturing, finance, accounting, and human resources. A typical organization has 
operational-, management-, knowledge-, and strategic-level systems for each functional area. For 
example, the sales function generally has a sales system on the operational level to record daily 
sales figures and to process orders. A knowledge-level system designs promotional displays for 
the firm's products. A management-level system tracks monthly sales figures by sales territory 
and reports on territories where sales exceed or fall below anticipated levels. 

 A system to forecast sales trends over a five-year period serves the strategic level. We first 
describe the specific categories of systems serving each organizational level and their value to 
the organization. Then we show how organizations use these systems for each major business 
function. 



 

3.4 Six Major Types of Systems 
 

Figure 3-2 shows the specific types of information systems that correspond to each 
organizational level. The organization has executive support systems (ESS) at the strategic level; 
management information systems (MIS) and decision-support systems (DSS) at the management 
level; knowledge work systems (KWS) and office systems at the knowledge level; and 
transaction processing systems (TPS) at the operational level. Systems at each level in turn are 
specialized to serve each of the major functional areas. Thus, the typical systems found in 
organizations are designed to assist workers or managers at each level and in the functions of 
sales and marketing, manufacturing, finance, accounting, and human resources. 

 

 

Figure 3-2 

This figure provides examples of TPS, office systems, KWS, DSS, MIS, and ESS, showing the 
level of the organization and business function that each supports. 

The given below table summarizes the features of the six types of information systems. It should 
be noted that each of the different systems may have components that are used by organizational 
levels and groups other than their main constituencies. A secretary may find information on an 
MIS, or a middle manager may need to extract data from a TPS. 



Type of System  Information 
Inputs 

 Processing  Information 
Outputs 

 Users 

 ESS  Aggregate data; 
external, internal 

 Graphics; 
simulations; 
interactive 

 Projections; 
responses to 
queries 

 Senior managers 

 DSS  Low-volume 
data or massive 
databases 
optimized for 
data analysis; 
analytic models 
and data analysis 
tools 

 Interactive; 
simulations; 
analysis 

 Special reports; 
decision analyses; 
responses to 
queries 

 Professionals; 
technical staff 

 MIS  Summary 
transaction data; 
high-volume 
data; simple 
models 

 Routine reports; 
simple models; 
low-level analysis 

 Summary and 
exception reports 

 Middle managers 

KWS  Design 
specifications; 
knowledge base 

 Modeling; 
simulations 

 Models; graphics  Professionals; 
technical staff 

 

  
Office systems 

  
Documents; 
schedules 

  
Document 
management; 
scheduling; 
communication 

  
Documents; 
schedules; mail 

  
Clerical workers 

 

 TPS  Transactions; 
events 

 Sorting; listing; 
merging; 
updating 

 Detailed reports; 
lists; summaries 

 Operations 
personnel; 
supervisors 

 

 

3.4.1Transaction Processing Systems 

Transaction processing systems (TPS) are the basic business systems that serve the operational 
level of the organization. A transaction processing system is a computerized system that 
performs and records the daily routine transactions necessary to the conduct of the business. 
Examples are sales order entry, hotel reservation systems, payroll, employee record keeping, and 
shipping At the operational level, tasks, resources, and goals are predefined and highly 
structured. The decision to grant credit to a customer, for instance, is made by a lower-level 



supervisor according to predefined criteria. All that must be determined is whether the customer 
meets the criteria. 

Managers need TPS to monitor the status of internal operations and the firm's relations with the 
external environment. TPS are also major producers of information for the other types of 
systems. (For example, the payroll system  along with other accounting TPS, supplies data to the 
company's general ledger system, which is responsible for maintaining records of the firm's 
income and expenses and for producing reports such as income statements and balance sheets.) 

3.4.2Knowledge Work and Office Systems 

Knowledge work systems (KWS) and office systems serve the information needs at the 
knowledge level of the organization. Knowledge work systems aid knowledge workers, whereas 
office systems primarily aid data workers (although they are also used extensively by knowledge 
workers). 

In general, knowledge workers are people who hold formal university degrees and who are often 
members of recognized professions, such as engineers, doctors, lawyers, and scientists. Their 
jobs consist primarily of creating new information and knowledge. KWS, such as scientific or 
engineering design workstations, promote the creation of new knowledge and ensure that new 
knowledge and technical expertise are properly integrated into the business.  

Data workers typically have less formal, advanced educational degrees and tend to process rather 
than create information. They consist primarily of secretaries, bookkeepers, filing clerks, or 
managers whose jobs are principally to use, manipulate, or disseminate information. 

 Office systems are information technology applications designed to increase data workers' 
productivity by supporting the coordinating and communicating activities of the typical office. 
Office systems coordinate diverse information workers, geographic units, and functional areas: 
The systems communicate with customers, suppliers, and other organizations outside the firm 
and serve as clearinghouses for information and knowledge flows. 

Typical office systems handle and manage documents (through word processing, desktop 
publishing, document imaging, and digital filing), scheduling (through electronic calendars), and 
communication (through electronic mail, voice mail, or videoconferencing). Word processing 
refers to the software and hardware that creates, edits, formats, stores, and prints documents . 
Word processing systems represent the single most common application of information 
technology to office work, in part because producing documents is what offices are all about. 
Desktop publishing produces professional publishing-quality documents by combining output 
from word processing software with design elements, graphics, and special layout features. 
Companies are now starting to publish documents in the form of Web pages for easier access and 
distribution.  



Document imaging systems are another widely used knowledge application. Document imaging 
systems convert documents and images into digital form so that they can be stored and accessed 
by the computer. 

3.4.3 Management Information Systems 

Management information systems is defined as the study of information systems in business and 
management. The term management information systems (MIS) also designates a specific 
category of information systems serving management-level functions. Management information 
systems (MIS) serve the management level of the organization, providing managers with reports 
or with on-line access to the organization's current performance and historical records. Typically, 
they are oriented almost exclusively to internal, not environmental or external, events. MIS 
primarily serve the functions of planning, controlling, and decision making at the management 
level. Generally, they depend on underlying transaction processing systems for their data. 

MIS summarize and report on the company's basic operations. The basic transaction data from 
TPS are compressed and are usually presented in long reports that are produced on a regular 
schedule. 

MIS usually serve managers interested in weekly, monthly, and yearly results—not day-to-day 
activities. MIS generally provide answers to routine questions that have been specified in 
advance and have a predefined procedure for answering them. These systems are generally 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. 

To the managers, Management Information System is an implementation of the organizational 
systems and procedures. To a programmer it is nothing but file structures and file processing. 
However, it involves much more complexity.  
The three components of MIS provide a more complete and focused definition, where System 
suggests integration and holistic view, Information stands for processed data, and Management is 
the ultimate user, the decision makers.  
 
Management information system can thus be analyzed as follows:  
 
Management  
Management covers the planning, control, and administration of the operations of a concern. The 
top management handles planning; the middle management concentrates on controlling; and the 
lower management is concerned with actual administration.  
 
Information  
Information, in MIS, means the processed data that helps the management in planning, 
controlling and operations. Data means all the facts arising out of the operations of the concern. 
Data is processed i.e. recorded, summarized, compared and finally presented to the management 
in the form of MIS report.  
 



 
System  
Data is processed into information with the help of a system. A system is made up of inputs, 
processing, output and feedback or control.  
Thus MIS means a system for processing data in order to give proper information to the 
management for performing its functions.  
 
Definition 
Management Information System or 'MIS' is a planned system of collecting, storing, and 
disseminating data in the form of information needed to carry out the functions of management.  

 
OBJECTIVES OF MIS 
The goals of an MIS are to implement the organizational structure and dynamics of the enterprise 
for the purpose of managing the organization in a better way and capturing the potential of the 
information system for competitive advantage. 

Following are the basic objectives of an MIS:  

Capturing Data: Capturing contextual data, or operational information that will contribute in 
decision making from various internal and external sources of organization.  

Processing Data: The captured data is processed into information needed for planning, 
organizing, coordinating, directing and controlling functionalities at strategic, tactical and 
operational level. Processing data means:  

o making calculations with the data  

o sorting data  

o classifying data and  

o summarizing data  

Information Storage: Information or processed data need to be stored for future use.  

Information Retrieval: The system should be able to retrieve this information from the storage 
as and when required by various users.  

Information Propagation: Information or the finished product of the MIS should be circulated 
to its users periodically using the organizational network.  

CHARACTERISTICS OF MIS 

Following are the characteristics of an MIS:  

 It should be based on a long-term planning.  



 It should provide a holistic view of the dynamics and the structure of the organization.  

 It should work as a complete and comprehensive system covering all interconnecting sub-
systems within the organization.  

 It should be planned in a top-down way, as the decision makers or the management 
should actively take part and provide clear direction at the development stage of the MIS.  

 It should be based on need of strategic, operational and tactical information of managers 
of an organization.  

 It should also take care of exceptional situations by reporting such situations.  

It should be able to make forecasts and estimates, and generate advanced information, thus 
providing a competitive advantage. Decision makers can take actions on the basis of such 
predictions. 

 It should create linkage between all sub-systems within the organization, so that the 
decision makers can take the right decision based on an integrated view. 

 It should allow easy flow of information through various sub-systems, thus avoiding 
redundancy and duplicity of data. It should simplify the operations with as much 
practicability as possible. 

 Although the MIS is an integrated, complete system, it should be made in such a flexible 
way that it could be easily split into smaller sub-systems as and when required. 

 A central database is the backbone of a well-built MIS. 

CHARACTERISTICS OF COMPUTERIZED MIS 

Following are the characteristics of a well-designed computerized MIS:  
 

 It should be able to process data accurately and with high speed, using various techniques 
like operations research, simulation, heuristics, etc.  
 

 It should be able to collect, organize, manipulate, and update large amount of raw data of 
both related and unrelated nature, coming from various internal and external sources at 
different periods of time. 
 

 It should provide real time information on ongoing events without any delay. 
 

 It should support various output formats and follow latest rules and regulations in 
practice. 
 

 It should provide organized and relevant information for all levels of management: 
strategic, operational, and tactical.  
 

 It should aim at extreme flexibility in data storage and retrieval.  
 



 

NATURE AND SCOPE OF MIS 

The following diagram shows the nature and scope of MIS: 

 

 

 

 

DEVELOPMENT OF MIS: 

When the system is complex the development strategy is prototyping the system. It is the 
progress of the information needs, development methodology trying it out in a smaller scale with 
respect to the data and complexity ensuring that it specifies the needs of the user and access the 
problem in development. This process identifies the problem area inadequacies in prototype the 
designer then takes the steps to remove inadequacies. The prototype approach brings the multiple 
users on same platform & changing their attitude towards a corporate goal is the managerial task 
of the system designer. 

 LIFE CYCLE: 

There are many systems which have a life cycle that is starting and ending step which indicates 
that the system is very much structured and rule based. They have 100% clarity of input & their 
resources, definite set of o/p in terms of the contents and formats. This system can be developed 
in systematic manner 



eg; accounting , payroll etc… 

                                     Prototype Approach        Life Cycle approach  

1  It refers to open system with high 
degree of uncertainty of information.  

It refers to open system with 
high degree of certainty of 
information.  

2  The system design is unstable due to 
uncertainty.  

The system design is stable 
due to certainty.  

3  It is necessary to try for fixed ideas and 
complete information.  

Here it is not necessary 
because it is already 
structured.  

4  It is necessary to find the cost, scope 
and application of the system. 
Experimentation is necessary.  

Scope, cost of the system is 
fully determined in clear 
terms. Experimentation is 
not necessary.  

5  Information needs are not fixed.  Information needs are fixed.  

6  It is Custom oriented system.  Life cycle system is 
universal and governed by 
principles & practices  

 

 IMPLEMENTATION OF MIS: 

For the successful implementation of the system. The system designer should 

i] Satisfy all the information needs of the user 

ii] Offer the services to the user. 

iii] Respect the demands of the user 

iv] Not to recommend the modification of the needs unless technically feasible. 

v] Explain the nature of the system to the user to realise the information requirement of the 
current system. 

vi] Have a better decision making capability 

vii] Not expect the perfect understanding from the user as he may be the user of non-
computerized system. 



viii] Conduct a periodical user meeting on system where it is easier to get the opportunities to 
know the ongoing difficulties of the user. 

ix] Lewin‘s model suggest 3 aspects in implementation of MIS Unfreezing: organisation to make 
people more receptive and interested in change. Choosing: A course of action where the process 
begins & reaches to the desired level. Refreezing: Where the changes are consolidated and 
equilibrium is reinforced. 

PARAMETERS OF MANAGEMENT OF QUALITY IN MIS 

i ] Complete data of all the transaction achieves the integrity of data with respect to the period. 

ii] Valid transaction input data ensures the validity of data and in turn assumes the valid 
information. 

iii] Accuracy & precision assures that results are accurate & precisely correct based on rules. 

iv] Relevance to user is appropriate in the quality of decision making. 

v] If the information is received late it becomes useless with the view of decision making. 

vi] Information should be complete & meaningful. It should be represented in proper format with 
references. 

 ORGANISATION FOR DEVELOPMENT OF MIS: 

Organisation development consist of the following issues 

i] Whether the function should be handled as centralised or decentralised activities. This can be 
resolved by accessing the information resources in the organisation i.e. information system 
management in centralised manner and information resource management in decentralised 
manner. 

ii] The allocation of h/w & s/w resources are available depending upon the functional resources. 
In a decentralised setup the allocation of h/w is a centralised decision but the data processing is 
user‘s responsibility. 

iii] The maintenance of service at an approx level is needed. 

iv] Fitting the organisation of MIS in the corporate organisation, it‘s culture & management 
philosophy is the important issue in organisation. 

MIS- THE FACTORS CONTRIBUTING TO SUCCESS: 

i] MIS should have the adequate development resource for organisation. 



ii] An appropriate information processing technology requires meeting the data processing & 
analysis is need of the users. 

iii] MIS should be defined & designed in terms of user‘s requirement and the operational 
feasibility is ensured. 

iv] MIS should be the open system in nature to modify the information needs. 

v] MIS should focus on the result and the goals and highlight the factors & reasons for non-
achievement. 

vi] MIS should collect the complete information to avoid the noise in 

the information. 

vii] MIS must consider the factors in the management process according to the human behaviour. 

viii] MIS should be easy to operate & user friendly. 

ix] MIS should concentrate on all the level of information needs. 

MIS-FACTORS CONTRIBUTING TO THE FAILURE: 

i] MIS is conceived as a data processing not as information processing. 

ii] MIS doesn‘t provide the managerial information. 

iii] Underestimating the complexity in business system and not recognising. 

iv] Adequate attentions not given to the quality control aspects of inputs , process and output. 

v] MIS is developed without streamlining the transaction processing in the organisation. 

vi] MIS does not meet certain critical factors for data processing. 

vii] Administrative in discipline, wrong coding & deviation in system specification also cause 
failure. 

viii] MIS does not give the perfect information. 

3.4.4Decision-Support Systems 

Decision-support systems (DSS) also serve the management level of the organization. DSS help 
managers make decisions that are unique, rapidly changing, and not easily specified in advance. 
They address problems where the procedure for arriving at a solution may not be fully 
predefined in advance. 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. 

Clearly, by design, DSS have more analytical power than other systems. They are built explicitly 
with a variety of models to analyze data, or they condense large amounts of data into a form in 
which they can be analyzed by decision makers. DSS are designed so that users can work with 
them directly; these systems explicitly include user-friendly software. DSS are interactive; the 
user can change assumptions, ask new questions, and include new data. 

3.4.5Executive Support Systems 

Senior managers use executive support systems (ESS) to make decisions. ESS serve the strategic 
level of the organization. They address non routine decisions requiring judgment, evaluation, and 
insight because there is no agreed-on procedure for arriving at a solution. ESS create a 
generalized computing and communications environment rather than providing any fixed 
application or specific capability. ESS are 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, emphasizing the reduction of time 
and effort required to obtain information useful to executives. ESS employ the most advanced 
graphics software and can deliver graphs and data from many sources immediately to a senior 
executive's office or to a boardroom. 

Unlike the other types of information systems, ESS are not designed primarily to solve specific 
problems. Instead, ESS provide a generalized computing and communications capacity that can 
be applied to a changing array of problems. Although many DSS are designed to be highly 
analytical, ESS tend to make less use of analytical models 

3.5 Relationship of Systems to One Another 
Figure 3-3 illustrates how the systems serving different levels in the organization are related to 
one another. TPS are typically a major source of data for other systems, whereas ESS are 
primarily a recipient of data from lower-level systems. The other types of systems may exchange 
data with each other as well. Data may also be exchanged among systems serving different 
functional areas. For example, an order captured by a sales system may be transmitted to a 
manufacturing system as a transaction for producing or delivering the product specified in the 
order. 

It is definitely advantageous to have some measure of integration among these systems so that 
information can flow easily between different parts of the organization. But integration costs 
money, and integrating many different systems is extremely time consuming and complex. Each 
organization must weigh its needs for integrating systems against the difficulties of mounting a 
large-scale systems integration effort. 



 

 

 

                                              Figure 3-3 

3.6  Systems from a Functional Perspective 
Information systems can be classified by the specific organizational function they serve as well 
as by organizational level. We now describe typical information systems that support each of the 
major business functions and provide examples of functional applications for each organizational 
level. 

Sales and Marketing Systems 

The sales and marketing function is responsible for selling the organization's product or service. 
Marketing is concerned with identifying the customers for the firm's products or services, 
determining what they need or want, planning and developing products and services to meet their 
needs, and advertising and promoting these products and services. Sales is concerned with 
contacting customers, selling the products and services, taking orders, and following up on sales. 
Sales and marketing information systems support these activities. 

At the strategic level, sales and marketing systems monitor trends affecting new products and 
sales opportunities, support planning for new products and services, and monitor the 
performance of competitors. At the management level, sales and marketing systems support 
market research, advertising and promotional campaigns, and pricing decisions. They analyze 
sales performance and the performance of the sales staff. Knowledge-level sales and marketing 
systems support marketing analysis workstations. At the operational level, sales and marketing 



systems assist in locating and contacting prospective customers, tracking sales, processing 
orders, and providing customer service support. 

 

 

 

 

 

 

                                                                             

 

                                                              Table 2-1 

Manufacturing and Production Systems 

The manufacturing and production function is responsible for actually producing the firm's 
goods and services. Manufacturing and production systems deal with the planning, development, 
and maintenance of production facilities; the establishment of production goals; the acquisition, 
storage, and availability of production materials; and the scheduling of equipment, facilities, 
materials, and labor required to fashion finished products. Manufacturing and production 
information systems support these activities. 

The Table shows some typical manufacturing and production information systems arranged by 
organizational level. Strategic-level manufacturing systems deal with the firm's long-term 
manufacturing goals, such as where to locate new plants or whether to invest in new 
manufacturing technology. At the management level, manufacturing and production systems 
analyze and monitor manufacturing and production costs and resources. Knowledge 
manufacturing and production systems create and distribute design knowledge or expertise to 
drive the production process, and operational manufacturing and production systems deal with 
the status of production tasks. 

 System  Description  Organizational Level 

 Machine control  Control the actions of 
machines and equipment 

 Operational 

 Computer-aided design  Design new products using  Knowledge 

System  Description  Organizational Level 
 Order processing  Enter, process, and track 

orders 
 Operational 

 Market analysis  Identify customers and 
markets using data on 
demographics, markets, 
consumer behavior, and 
trends 

 Knowledge 

 Pricing analysis  Determine prices for 
products and services 

 Management 

 Sales trend forecasting  Prepare 5-year sales 
forecasts 

 Strategic 



(CAD) the computer 

 Production planning  Decide when and how many 
products should be produced 

 Management 

 Facilities location  Decide where to locate new 
production facilities 

 Strategic 

Table 2-2 

 

Finance and Accounting Systems 

The finance function is responsible for managing the firm's financial assets, such as cash, stocks, 
bonds, and other investments in order to maximize the return on these financial assets. The 
finance function is also in charge of managing the capitalization of the firm (finding new 
financial assets in stocks, bonds, or other forms of debt). In order to determine whether the firm 
is getting the best return on its investments, the finance function must obtain a considerable 
amount of information from sources external to the firm. 

Table 2-3 shows some of the typical finance and accounting information systems found in large 
organizations. 

System  Description  Organizational Level 
 Accounts receivable  Track money owed the firm  Operational 
 Portfolio analysis  Design the firm's portfolio of 

investments 
 Knowledge 

 Budgeting  Prepare short-term budgets  Management 
 Profit planning  Plan long-term profits  Strategic 

Table 2-3 

Human Resources Systems 

The human resources function is responsible for attracting, developing, and maintaining the 
firm's work force. Human resources information systems support activities such as identifying 
potential employees, maintaining complete records on existing employees, and creating 
programs to develop employees' talents and skills. 

System  Description  Organizational Level 
 Training and development  Track employee training, 

skills, and performance 
appraisals 

 Operational 

 Career pathing  Design career paths for 
employees 

 Knowledge 

 Compensation analysis  Monitor the range and  Management 



distribution of employee 
wages, salaries, and benefits 

 Human resources planning  Plan the long-term labor 
force needs of the 
organization 

 Strategic 

Table  2-4 

 

3.7Integrating Functions and Business Processes 
Organizations are using information systems to coordinate activities and decisions across entire 
firms and even entire industries. Information systems for customer relationship management 
(CRM) and supply chain management (SCM) can help coordinate processes that span multiple 
business functions, including those shared with customers and other supply chain partners. 
Enterprise systems can automate the flow of information across business processes throughout 
the entire organization. 

3.7.1Business Processes and Information Systems 
 

The systems we have just described support flows of work and activities called business 
processes. Business processes refer to the manner in which work is organized, coordinated, and 
focused to produce a valuable product or service. On the one hand, business processes are 
concrete work flows of material, information, and knowledge—sets of activities. Business 
processes also refer to the unique ways in which organizations coordinate work, information, and 
knowledge, and the ways in which management chooses to coordinate work. Table 2-5 describes 
typical business processes for each of the functional areas. 

Table 2-5 Examples of Business Processes Functional Area 

Functional Area  Business Process 

 Manufacturing and production  Assembling the productChecking for 
qualityProducing bills of materials 

 Sales and marketing  Identifying customersMaking customers 
aware of the productSelling the product 

 Finance and accounting  Paying creditorsCreating financial 
statementsManaging cash accounts 

 Human resources  Hiring employeesEvaluating employees' job 



performanceEnrolling employees in benefits 
plans 

 

Although each of the major business functions has its own set of business processes, many other 
business processes are cross-functional, transcending the boundaries between sales, marketing, 
manufacturing, and research and development. These cross-functional processes cut across the 

traditional organizational structure, grouping employees from different functional specialties to 
complete a piece of work. 

3.8Customer Relationship Management and Supply Chain Management 
Electronic commerce, global competition, and the rise of digital firms have made companies 
think strategically about their business processes for managing their relationships with customers 
and suppliers. Consumers can now use the Web to comparison shop and switch companies on a 
moment's notice. To survive, businesses need to find ways of providing more value and service 
to customers at lower cost. Many believe the solution lies in improving business processes for 
interacting with customers and for producing and delivering products or services. 

Customer Relationship Management (CRM) 

Instead of treating customers as exploitable sources of income, businesses are now viewing them 
as long-term assets to be nurtured through customer relationship management. Customer 
relationship management (CRM) focuses on managing all of the ways that a firm deals with its 
existing and potential new customers. CRM is both a business and technology discipline that 
uses information systems to coordinate all of the business processes surrounding the firm's 
interactions with its customers in sales, marketing, and service. The ideal CRM system provides 
end-to-end customer care from receipt of an order through product delivery and service. 

Supply Chain Management 

To deliver the product more rapidly to the customer and lower costs, companies are also trying to 
streamline their business processes for supply chain management. Supply chain management is 
the close linkage and coordination of activities involved in buying, making, and moving a 
product. It integrates supplier, manufacturer, distributor, and customer logistics processes to 
reduce time, redundant effort, and inventory costs. The supply chain is a network of 
organizations and business processes for procuring materials, transforming raw materials into 
intermediate and finished products, and distributing the finished products to customers. It links 
suppliers, manufacturing plants, distribution centers, conveyances, retail outlets, people, and 
information through processes such as procurement, inventory control, distribution, and delivery 
to supply goods and services from source through consumption. Materials, information, and 



payments flow through the supply chain in both directions. Goods start out as raw materials and 
move through logistics and production systems until they reach customers. The supply chain 
includes reverse logistics in which returned items flow in the reverse direction from the buyer 
back to the seller. 

3.9 How Information Systems Can Facilitate Supply Chain Management  

 
     Information Systems Can Help Participants in the Supply Chain  

 Decide when and what to produce, store, and move  

 Rapidly communicate orders  

 Track the status of orders  

 Check inventory availability and monitor inventory levels  

 Reduce inventory, transportation, and warehousing costs  

 Track shipments  

 Plan production based on actual customer demand  

 Rapidly communicate changes in product design 

 

3.10 Enterprise Systems 
Organizations have internal business processes and flows of information that can also benefit 
from tighter integration. A large organization typically has many different kinds of information 
systems that support different functions, organizational levels, and business processes. Most of 
these systems are built around different functions, business units and business processes that do 
not "talk" to each other, and managers might have a hard time assembling the data they need for 
a comprehensive, overall picture of the organization's operations. For instance, sales personnel 
might not be able to tell at the time they place an order whether the items that were ordered were 
in inventory; customers could not track their orders; and manufacturing could not communicate 
easily with finance to plan for new production. This fragmentation of data in hundreds of 
separate systems could thus have a negative impact on organizational efficiency and business 
performance. 



Many organizations are now building enterprise systems, also known as Enterprise Resource 
Planning (ERP) systems, to solve this problem. Enterprise software models and automates 
many business processes, such as filling an order or scheduling a shipment, with the goal of 
integrating information across the company and eliminating complex, expensive links between 
computer systems in different areas of the business. Information that was previously fragmented 
in different systems can seamlessly flow throughout the firm so that it can be shared by business 
processes in manufacturing, accounting, human resources, and other areas of the firm. Discrete 
business processes from sales, production, finance, and logistics can be integrated into company-
wide business processes that flow across organizational levels and functions. An enterprise-wide 
technical platform serves all processes and levels. 

Enterprise systems can integrate the key business processes of an entire firm into a single 
software system that allows information to flow seamlessly throughout the organization. These 
systems may include transactions with customers and vendors. 

The enterprise system collects data from various key business processes  and stores the data in a 
single comprehensive data repository where they can be used by other parts of the business. 
Managers emerge with more precise and timely information for coordinating the daily operations 
of the business and a firmwide view of business processes and information flows. 

Business Processes Supported By Enterprise Systems are as following: 

 Manufacturing processes, including inventory management, purchasing, shipping, 
production planning, material requirements planning, and plant and equipment 
maintenance 

 Manufacturing processes, including inventory management, purchasing, shipping, 
production planning, material requirements planning, and plant and equipment 
maintenance 

 Financial and accounting processes, including accounts payable, accounts 
receivable, cash management and forecasting, product-cost accounting, cost-center 
accounting, asset accounting, general ledger, and financial reporting 

 Sales and marketing processes, including order processing, pricing, shipping, 
billing, sales management, and sales planning 

 Human resource processes, including personnel administration, time accounting, 
payroll, personnel planning and development, benefits accounting, applicant 
tracking, and travel expense reporting 



3.10 .1 Benefits and Challenges of Enterprise Systems 
Enterprise systems promise to integrate the diverse business processes of a firm into a single, 
integrated information architecture, but they also present major challenges. 

Benefits of Enterprise Systems 

Enterprise systems promise to greatly change four dimensions of business: firm structure, 
management process, technology platform, and business capability. Companies can use 
enterprise systems to support organizational structures that were not previously possible or to 
create a more disciplined organizational culture. For example, they might use enterprise systems 
to integrate the corporation across geographic or business unit boundaries or to create a more 
uniform organizational culture in which everyone uses similar processes and information. An 
enterprise-enabled organization does business the same way worldwide, with cross-functional 
coordination and information flowing freely across business functions. Information supplied by 
an enterprise system is structured around cross-functional business processes, and it can improve 
management reporting and decision making. For example, an enterprise system might help 
management more easily determine which products are most or least profitable. An enterprise 
system could potentially supply management with better data about business processes and 
overall organizational performance. 

Enterprise systems promise to provide firms with a single, unified, and all-encompassing 
information system technology platform that houses data on all the key business processes. The 
data have common, standardized definitions and formats that are accepted by the entire 
organization. 

Enterprise systems can also help create the foundation for a customer or demand-driven 
organization. By integrating discrete business processes, such as sales, production, finance, and 
logistics, the entire organization can respond more efficiently to customer requests for products 
or information, forecast new products, and build and deliver them as demand requires. 
Manufacturing has better information to produce only what customers have ordered, procure 
exactly the right amount of components or raw materials to fill actual orders, stage production, 
and minimize the time that components or finished products are in inventory. 

Enterprise systems have primarily focused on helping companies manage their internal 
manufacturing, financial, and human resource processes and were not originally designed to 
support supply chain management processes involving entities outside the firm. However, 
enterprise software vendors are starting to enhance their products so that firms can link their 
enterprise systems with vendors, suppliers, manufacturers, distributors, and retailers. 

Enterprise systems can produce the integration among internal supply chain processes, such as 
sales, inventory, and production, that makes it easier for the firm to coordinate its activities with 
manufacturing partners and customers. If participants in the supply chain use the same enterprise 
software systems, their systems can exchange data without manual intervention. 



Challenges of Enterprise Systems 

Although enterprise systems can improve organizational coordination, efficiency, and decision 
making, they have proven very difficult to build. They require not only large technology 
investments but also fundamental changes in the way the business operates. Companies will need 
to rework their business processes to make information flow smoothly between them. Employees 
will have to take on new job functions and responsibilities. Organizations that don't understand 
that such changes will be required or are unable to make them will have problems implementing 
enterprise systems or they may not be able to achieve a higher level of functional and business 
process integration. 

Enterprise systems require complex pieces of software and large investments of time, money, 
and expertise. This software is deeply intertwined with corporate business processes. It might 
take a large company three to five years to fully implement all of the organizational and 
technological changes required by an enterprise system. Because enterprise systems are 
integrated, it is difficult to make a change in only one part of the business without affecting other 
parts as well. There is the prospect that the new enterprise systems could eventually prove as 
brittle and hard to change as the old systems they replaced, binding firms to outdated business 
processes and systems. 

Companies may also fail to achieve strategic benefits from enterprise systems if integrating 
business processes using the generic models provided by standard ERP software prevents the 
firm from using unique business processes that had been sources of advantage over competitors. 
Enterprise systems promote centralized organizational coordination and decision making, which 
may not be the best way for some firms to operate. 

3.11 Summary 
There are many types of information systems in an organization that support different 
organizational levels, functions, and business processes. Some of these systems, including those 
for supply chain management and customer relationship management, span more than one 
function or business process and may be tied to the business processes of other organizations. 
Systems integrating information from different business functions, business processes and 
organizations often require extensive organizational change. This unit discuss about MIS. The 
term management information systems (MIS)  designates a specific category of information 
systems serving management-level functions. Management information systems (MIS) serve the 
management level of the organization, providing managers with reports or with on-line access to 
the organization's current performance and historical records. Typically, they are oriented almost 
exclusively to internal, not environmental or external, events. The characteristics, its 
development, life cycle of MIS, reason for its success etc. are also discussed in this unit.  



Enterprise systems require management to take a firm wide view of business processes and 
information flows. Managers need to determine which business processes should be integrated, 
the short- and long-term benefits of this integration, and the appropriate level of financial and 
organizational resources to support this integration. 

Information systems that create firm wide or industry-wide information flows and business 
processes require major technology investments and planning. Firms must have an information 
technology (IT) infrastructure that can support organization-wide or industry-wide computing. 

3.12 Questions For Exercise 
Q1) What are the different types of systems in organization? Explain.  

Q2) What are the enterprise systems? How do they change the way of organization work?  

Q3) What is the role of knowledge management system in the enterprise?  

Q4) Describe the relationship between ESS, MIS, and DSS.  

Q5)Define the term MIS and discuss its characteristics. 

Q6) Differentiate between Life cycle development and prototype development.  

Q7) List the factors contributing the success of MIS.  
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