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Functional Management

AT o el Information Systems

Financial Information System

n“:::rﬁi:::f-‘!i area is the i‘un_ct_iunnf arm of a firm that
e cnet 1al planning and raising capital. Because the fi
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aclivities comprise the finance area:

(1) Forecasting (2) Funds management and (3) Auditing overall financia)
performance. The first IWO activities are important to managerial planning
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Figure 12.1 — Finance Functiois

(1) Forecasting: Based on forecast submitted by each of the functional areas
and on key external envirenment data, a financial forecast is prepared. Forecasts
normally show sources of money coming into the firm and uses of money going
out. Often, these forecasis cover a relatively long period of time, perhaps ten
years or more. The forecast shows when the finm is likely to have a cash
surpits and when a caskJeficit may exist. Cash is a major financial concern

because emplovees, creditors, stockholders and bondhalders all require cash
payments at pre-specified times.

(i) Funds management: Once a forecast is prepared that shows when
revenues will be collected and payments disbursed, the next step in financial
planning is to determine whether any external financing is necessary. If the
company is unable to meet its obligations at any time, the finance area must
decide how to raise needed funds. Some possible sources are getting a loan,
issuing bonds, issuing stock, merging with a company and becoming acquired
by another organisation. The master schedule that combines the financial forecast
with the income and disbursements related to external financing sources is

often called the financial plan,
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%nmpany chooses to borrow money depends in part on the

rhether @ z
u‘ l;c[ i1= gains through tax bcncﬁlf and the strength of its current financia]
lﬂ.s:'l:.iiu. Many companies have liquid assets o meet short-term obligations as
.1:1] tq s stocks and bonds in other organisations. A major responsibility of the
aru,-I[]”-cc area is managing this portfolio in a manner consistent with the goals of
] - %
:Il:c prganisation.

ifi) Auditing: An audit is an _i_nspg:.tiun that determines whether something
. working according to organisational guidelines. There are two types of audits:
!'” (nternal audit and (2) External audit.

- Every large company has an internal auditing staff. The tasks of an internal
qudit vary. A financial audit, for example, verifies the accuracy of the company's
financizl accounting records, The results of the financial audit can also verify
how close portions of the forecast came to what actually happened. An
[}Ffrﬂﬁ[,rﬂﬂulr audit on the other hand, verifies whether a procedure works as

laimed.

- External audits are financial audits performed by independent audit firms.
External audits are a periodic necessity because creditors and investors require
an unbiased testament that the wealth, revenues and expenses claimed by the
firm are legitimate. The principle outputs of the external audit are a balance
sheet, showing a firm’s assets and equities and an income statement, reporting
revenues and expenses.
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Figure 12.2 - Data Flow representation of the financial MIS function
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Sources of Financial Information: Figure 12 -_3 shows a number of importang
data sources for information needed to make financial decisions, T‘h&y are
discussed below:
I Transaction processing data are most useful for control and audjy Purposes,
I'hese data include the revenues for the firm as a whole and the eXpenses incurreg
in each of the functional arcas.

2. Imternal forecast data: For planning purposes, the company needs
estimates of expected expenses from each of the functional Wreas as well as
sales and revenue projections from the marketing department. These types of
planning data can be used later by the firm and by each functional area for
control purposes, to determine how actual results differed from projected resylts.

3. Funding data: They provide information on specific sources of funds as
well as on the availability and terms that are associated with alternative funding
packages.

4. Portfolie data; Portfolio data show the current portfolio of securities
held by the organisation as well as prices of securities in the financial
marketplace

3. Government regulations: These are important sources of financial
information, For instance. numerous government regulations dictate what firms
can and cannot do as they raise money.

6. External emvironment data- A critical part of the finance function relates
to future events happening in the external environment.

7. Strategic plan: This is essential because it charts the future of the company
and is also a vital component of the financial plan.

Accounting Information Systems

These are the oldest and most widely used information systems in business.
They record and report business transdctions and other economic events.
Operational accounting systems emphasise legal and historical record-keeping
and the production of accurate financial statements. These systems include
transaction processing systems such as order processing, inventory control,
accounts receivable, accounts payable, payroll and general ledger systems.
Management accounting systems focus on the planning and control of business
Speration. They emphasise cost accounting reports, the development of financial

{Pﬂdﬂ'ﬂs- projected financial statements and analytical reports comparing actual
o forecasted porformance.
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Figure 12.3 — Interrelationships of Various Accounting Inforn
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cyitetl? - ed manufacturing information 5}'51::@.1: l-ts:: e .-,?,jm.
*’I':T;;::: : -hllhn-]._n': compuier ilegrated mumifaciuring (CIM). CIM i o
£ < [0 SUT agrat .
EL.ILthinL 1[;[]1 tat siresses that the goals ol'ga v T Farestn'
B i oo
el | use 7
r;:uJ e =2 ofify production processes, product desi : i et
i .‘ur’:"rwéu! foundation to automation and "m:g m':li“m} Urgan
:s tomate production processes and the busi . &
H !
; them with computers and robots, ness functions that pport

3. [megrarte all production support processes using computers and teje-
¢ communications networks.

Some of the benefits of compuier integraied manufacturing Systems
e through work simplification and automation, better

|. Increased :iﬁcimr:;: rough work simplificat ol and auto latio
production schedule planning and better balancing of production work-
load to production capacity.

2. Improved utilisation of the production facilities, higher pm:dutﬁvily
ﬁmﬂm-_.tml resulting from continuous moniloring, feed-
back and control of factory operations, equipment and robats,

3. Reduced investment in production inventories and the facilities through
‘work simplification, just-in-time inventory policies, and better planning
and control of production and finished goods requirements.

Pro is the use of computers to contro| an ongoing physical
I computers are used to control i i

Ph}!ﬂt processes in
petroleum refineries, ants, steel mills, chemical plants, food product
it i 1l s s il e e, 0 prodic power pln, and s g~ -
Many process contro] crn%ﬁfm:u-pmm
process control computer system requires the use of <
that measure physical phenomena such as temperaty
These continuous physics :

compare them o standards or fore
Output of a process contro| System can take three forms:
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(i) Periodic and on-demand reports analysing the p:rfﬂll';a'l_n;_
pr.uducuun process. Personal computers have become popul =4
of analysing and reporting process control data "
(i) Messages and displays about the starus of the process. A him,
can then take appropriate measures io contig| the process,
(iii} Direct control of the process by the use of conirol devices g
thermibstars, Valves, switches, and so an, i
i.ﬂgfhipe_pgntrﬂ is the use of a computer to contral the actions of a magk;
This i a.]'iu‘pnpufurjy called mumerical controf, The conlfél'ﬁf}_nh&'rﬁﬁfl e
lll: factories is a r}-pj-:-al numerical contral uﬁp!icnlfun, though it alsg r:r.::ulj,:
;:J;:::I of welding machines, weaving machines, and other industriy|
Nt:r.mcrr':nl conirol computer programs for machine tools convert Eeometri
data _I.rum_ engineering drawings and machining instructions from proc -
pIunn_mg nta & numerical code of commands that controls the actipns c:'ss
machine tool. Machine control can be accomplished offline by using speci ?
Paper lape or magnetic tape units, which use the output of a computer 1o l:fil‘c:t
a ma:_:!un:. ﬂ;‘;_t:_c:{ numerical control (DNC) involves the online control of
machine by a compiiter T g :
Machine control may involve the use of special-purpose microcomputers

methog
AN operatyy

adjug

::.a”ud_g_mgrgu_';mq{:_b logic conirollers (PLCs). These devicesoperate-ome g

more machines according fo the directions of a numerical contr

Specially equipped Ppersonal eomputers that can withstand a factory :nlvli}::ngrn:g£
are used 1o dr:\'tlnp and instal numerical control programs in PLCs. They are
also used to analyse production data fumished by the PLCs. This analysis he|
engineers fine-tune machine performance. e

éd_ﬁ'!t_"’.!iﬁé. Aﬂ u'npurtum development in machine control and computer-

~ Robots are used as “steel-collar” workers 2
to increase productivi and cut
costs. For example, mmly assembles compressor vnjv: with 12
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nal M:'Il'lldg-cmenl
(orm some other work assignment such as F'Ei?_‘?".“ g, drilling, or
jems =H. rhnl ics developments are expected to make robots more inEI_ﬁgen_‘r.
ng E:r'm mobile by improving their computing, visual, tactile, and_

punet! K
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xibles e
: L._..”i.'rrlél.| -.‘-'I-F'ﬂb'm'e?' : ;
eV I'?»,ml fcturing engineers use campurfr-m.dfd engineering to Sllmulﬂm.
!"_r't_ and evaluate the models of product d:slgn_s the:.: have developed u.-hg
.u-:il-:"ll rer-aided design methods. Powerful engineering workstations w_lﬂ:l
JJPH ced graphics and computational capabilities are used to analyse and design
“”hj:m,; and manufacturing facilities. Products are designed according to
b Juct specifications determined in cooperation with the product design efforts
Flr-‘:ﬂ_wk.gung research and product development specialists, One of the final
I:ull""'" s of this design process is the bill of materials (specification of all rual_simd
:nnrerials} used by the materials resources planning application. The ung,im&ﬂfmg
subsystem is frequently responsible for determining smndm:ds for product quality
(i.c., quality assurance). It also is responsible for the design of ﬂl:_ production
processes nieeded to manufacture the products it designs. This function depends
heavily on the use of computers to perform the necessary analysis and design,
and it is known as computer-aided process planning,

Computer-aided design packages and engineering workstations are the
software and hardware resources used to give engineers their engineering
workstations. Engineers use these high-powered computing and advanced
graphics workstations for the design and testing of products, facilities, and
processes. Input is by light pen, joystick, or keyboard, with the CAD package
refining an engineer’s initial drawings. Output is in two-or three-dimensional
eraphics that can be rotated to display all sides of the object being designed.
The engineer can zoom in for close-up views of a specific part and even make
‘parts of the product appear to move as they would in normal operation. The
design can then be converted into a finished mathematical model of the product.
This is used as the basis for production specifications and machine tool programs.

Human resource information systems

Human resources information management or [personnel] function involves
mummﬁmw_%mmﬁun and deve nt of the
employees oF i OrgliaiionOrgaTly businesses wsedcomammies Lo
T

(1) Produce paycheques and payroll reports

(2) Maintain personnel records.

(3) Analyse the use of personnel in business operations.

Many organisations have gone beyond these traditional functions and

have developed human resources information systems, which also support -
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(1) Recruitnient, selection and hiring 3
(2)  Job placemen;
(3) Performance Appraisals
{4) Employee benefits analysis
(5) Training and development
(6)  Health, safety and security

Such information systems support the concepy of hunie

management. This business funetiun emphasises the fnlrr:rwing_- . !‘e.mf.-;_-_m
(1) Planning to meet the personnel needs of the business,
{2)  Development of employees to their full potential,
(3) Control of all personne] policies and programs
The goalof human resources rnn!m;.:-:m-:'.l.'ll is the ::héa_iw and elTigjeny Contig)
Erf human resourges of an organisation! Some of the major H_ﬁhlicnt}uns P
InfOrmition systems that suppor human resource management are Furnishug
below:
g : B e, it O
Staffing || Training/ Perfismance r:vi:w] Compensatiyg, |
B o e F?*f'*fﬂfﬂ.f_. td sl | sdminsieton |
Man Power Succesyion Performanee s T
Information planning; Labour force Planning |I uppraisal m]:;“.'{:.?;t:.ﬁé’l
e TS SRR (B s e i
Bodget analysis Training Performance/iinin Compensationg i
Infirmation Tumover anylysis eflectiveness correlilion L] effcctiveness |
Syslems Tumnover cosy Career ] [ Bonefi; |
Abscntecism/ matching preforence |
i) | |~ ool S
Operational | Recruiing Skill Computer-hased | Compersation
Information | Structyreg Assessment!  evaluation | Lquality
interview/ programs
assegsmen|
workforce planning |
Scheduling :
sclechon models |

—_ o

Fipure 12.7 - V&rfaus_ Information Systems supporting HRAM

Managing informatio

mghf:jm‘ mdu!gncﬂF persannel. One of the most important Jjobs of in e:;:%
Service, managers is to recruit qualified Ppersonnel and to develop, organjse and

| Management Information Systems 12.12
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% of existing personnel. Employees must be continually
ct the &4

i ep up with the latest developments in a fas_t moving and highly
ained 1© Hldp Employee job performance must be EP‘I‘IIII']III]]}I" evaluated and
wchnical ﬁ,e ',-ﬁ:mlnncr.s rewarded with increment in salary or promotions.
outstanding PZ“[ and development of information services personnel pose some
The n1:""-"§§?lm5 for management.
unique P* ample, system analysts and computer programmers are creative

1-ur_=:al personnel. Many firms have found that such professionals cannot
o ﬁ:ss;.n ed with traditional work rules. There is a wide variety of career choices

Mm-'mb %q,rpgs in many computer using organisations, However, information
d -J:ﬂ personnel can be grouped into three occupational ctlngori_us that

::::;id: with three functional categaries of system development, ;&mmn and

rechnical service. Managing the technical personnel in an information services

department is & major human resources management assignment. |

Review Questions
Explain what is meant by a fur ctional area of business. 1
Identify sources of information necded to make financial decisions,
Identify sources of information needed to make marketing decisions, !
Describe the role and major decision activities of the munufacturing function
and how technology can support this function.

3. Describe the information systems that support the human resource management
(HRM) functions,

it
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Chapter 13

Business Proce
ntroduction T ———

The purpase of this chapter is to describe &

180 business processes thay Eo bevond
Business process redesign can be defined as the an

and between Dfgar

-Mhe capabilities offered by computers, software,

key factor in making bis{ness Process redesipn possible

A business process consists of

achieve a defined business oyte

goods from 3 suppliet, and Creating ;
Processes sometimes sho
imwieldy. Far example |
the time takey for & LS
Competition can offer Analysis of the e
r.h..1r occur when each departmen; PTEANISES [0 maximjee i
fa |..'.n- o coordinge with nrhcrd:*parrrncnrs in order i ap
~Himely delivery ofan order to the Customer
!q.l’i:'mmr:'an technalogy (1 T) can have o critical ;
redesian’ of busingss Processes. o determine how
su;_r;:un UEW processes |p “ECOMmes essential for g
I T in this regarg. Possible impacts of technology ing
bridging geographical by

. undaries, human tasks
completion g f tasks.

Steps in Business Process Rl.'f.f:'sign

Two importan Questions arp 1,
‘ s how cap |
how ¢an business Processes e : St L]

hieve the

W business visign and progess op: frey i
oh ;

are time and cogy reductions g Pl

objectives shoyld be

percent) and prioritis

$s Outsoy Icing

now information

be applied 1o reder functiong| by
analysis and desj

flows and processes within lisations, Informatig

and telec OMUnLinge

ude routinizin
and facilitating ¢

siness process? And

formed ye: ;
answered by understanding the fy o ::S;:i;? These questions can pe
with IT ENINg businege processes
L Devely

+OE5S Culsourcing Ilz

s —_—'_‘_‘—'—-———-__.__
pusine r'.l:-_ orpcesses fa be redesigned - It is important o identify crit e
B ) DPOCESSE:

 leneck processes and pay greater attention to these processes while
hottlenec

e -] T,
rLIJL-:..I.T,rn:”i' and measure existing processes - It is important to understand
I.':rfl.ll.:_..-,llhl||_-|n!,' of the current system, Since a baseling is needed in order 1o
!hi.r ;.r._- the outcomes of the redesigned process, the time, cost, and
'::ﬁi:,,,,cs of the current process must be defined before the reengincering
.;1’:'.:;1 begins,

4 ldentifying apportuniiies rhrﬂug:ﬁ .Brm'n.l-.'rwm-‘ng ¢ The range of
opportunities and ideas for us_iug rnl:unnnnun technology 1o support
business processés can be investigated and :xpnndcdl through
brainstorming. Participants in this process should be funct:unn]-afr.a
specialists, information systems professionals, and managers representing
various units that could be potentially affected by the process.

i Design and build a provotype of the process - A prototype of the
reengineering process should be implemented, The prototype should be
designed to satisfy the original process-design nhj::ﬁ!rrs. As a result,
the experience gained from mplementing the Pretotype will offer some
new ideas and will contribute 10 interactive approach to developing a
new technology-supported process,

What is Oy tsourcing? How does it work

(Any nl and training can h
Mﬁwﬂm@mwﬂnfﬂm
outside computer suppﬂl it is commaonly termed oulsourcing JHere's how
outsourcing works. Most large firms have an internal information systems
department (now Popularly known as MIS-management information systems),
An in-house MIS-department is an ex

pensive, though necessary department in
industries that are information-

intensive. Mast of the expenses of operating an
MIS department arise from the salaries that info

rmation systems professionals
command,

in companies is the tremendous demand for MIS support.

has been integrated into almost Every area of business from personnel
Management to marketing research to financial

Companies are highly dependent on computer support for their d!u]y activities,

¢ Companies

often search from an outside agency or firm to provide the MIS support they

need. This situation oceurs in both public and private industry. Thus, the vendor
| ng software deve is positioned perfectly from & ma

T
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i laced
——one case, Andersen Consulting, an outsourcing vendor, p
In on '

: 5 -
] —_ Manigemeqy Iformagg, Hlf-l’lli__-; in a client company. The new system did s
133 - . act with 0 Systern ~ dor Wi eivable system in a clier 4 . When its clients
e firm: signs an outsourcing contract with the Vendor . " veh ounts rec en until its clients’ revenues grew
“,h"""" "J 1 _,I.p‘“ Intes in detail the nature of the i formatig,, syt s the an ACE oncy for ,a.ndEgOI_ *s company's revenues grew as well. For an mnmwcil:ii
tueunily s L : o LR i
..Tnn:m:r;-r L—mﬁﬂ”“?" will deliver. t:.-plmlr}_', it is asked g reengin M:x’?dﬂu any 1’1’; o5 grew, the '-'ﬂ:: the contract should benefit bath 'lhl: pmuei. Wmhh“ﬂr
that vend ystem in order to enable the client firm 1 Upgrade 1, New e Hing EVE ement to work, t | pave the way for many companies lu refoc
information syst M Pt arrang tsourcing will pa itical to achieving business results.
technology estion, O toward projects that are critical to ac
. ; 5 that

{ I . « ~hisgtiv
The vendor company’s approach to large software dcm“""‘““,‘ COntragey M object! REVIEW QUESTIONS

; anise & project team with a team leader angd the app Bt i
:].-C.jjllkl:: :;;:;E;::;;;ﬂ:g‘lls (systems au;u.il}-su, computer pm%mmmlri;;:;: Section A ing?
r.:m;meen, data communications specialists, :n:..J. 1o accompligh the joh, hat are the objectives of Business Outsourcing

hﬁulsuur':tl-! firm's training/support division alsq pmvi_des COmpyte, 1. Wha Section B lays in redesigning business
information systems training and support on an outsourcing basis 1g g clients Briefly explain the role information technology play
ﬂuuﬂurfillg of Information Systems 1. Bn : ; igning.

Qutsourcing of information systems is a trend thay is receiving 3 great deg| of 2. Mention the basic steps involved in Business me‘ Redesign

attention at present. Globally, India has emerged as a major player jn this regarg ; State the advantages and disadvantages outsourcing.

Firms that outsource often hire external professionals to perform almost any king
of data processing service, including data centre operations, telecommun ications,
software maintenance, hardware support, or even application developmen. One
of the main reasons fior outsourcing is cost reduction, External contractors cap
often offer services at & lower cost than a company would spend to manage jis
data centre internal Iv. A firm considering an outsourcing amangement should be
aware of both the benefits and disadvantages.

Advantages and Disadvantages of Outsourcing

One of the major benefits of outsourcing is the ability to redirect M1 staff

members away from traditional, maintenance-type Projects to application
developmeng projects that have strategic valye, So, firm can oy tsource
nonstralegic routine activities and refocus its attention on projects that have an
important business impact: This approach s consistent with an Gverall business
Strategy of ds:rm:sizing Operations to essenrial core business activitjes.

Outsourcing has s drawbacks, too, Once Management has decided (o




