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Preface . ...

We wrote this book for global business school students who wanted an in-depth look at
how today's business firms use information technologies and systems to achieve corp-
orate objectives. Information systems are one of the major tools available to business ma-
nagers for achieving operational excellence, developing new products and services, improv-
ing decision making, and achieving competitive advantage. Students will find here the most
up-to-date and comprehensive overview of information systems used by business firms
today. After reading this book, we expect students will be able to participate in, and even
lead, management discussions of information systems for their firms.

When interviewing potential employees, business firms often look for new hires who
know how to use information systems and technologies for achieving bottom-line business
results. Our hope is that after reading this book and completing the course, you will be
able to participate in, and even lead, management discussions of information systems and
technologies at your firm. Regardless of whether you are an accounting, finance, manage-
ment, operations management, marketing, or information systems major, the knowledge and
information you find in this book will be valuable throughout your business career.

What's New in This Edition ——

CURRENCY

The 11th edition features all new opening, closing, and Interactive Session cases. The text,
figures, tables, and cases have been updated through October 2013 with the latest sources
from industry and MIS research.

NEW FEATURES

* Chapter-opening cases have added new case study questions.

* More online cases: MIS Classic Cases, consisting of five outstanding cases from
previous editions on companies such as Kmart or Blockbuster/Netflix, will be available
on the book’s Web site. In addition, all of the chapter-ending cases from the previous
edition (Essl10e) will be available online.

* The chapter on Ethical and Social Issues in Information Systems has been positioned
earlier in the text as Chapter 4 to highlight the importance of this topic.

NEW TOPICS

» Social Business: Extensive coverage of social business, introduced in Chapter 2 and
discussed throughout the text. Detailed discussions of enterprise (internal corporate)
social networking as well as social networking in e-commerce.

* Social, Mobile, Local: New e-commerce content in Chapter 10 describing how social
tools, mobile technology, and location-based services are transforming marketing and
advertising.
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* Big Data: Chapter 6 on Databases and Information Management rewritten to provide
in-depth coverage of Big Data and new data management technologies, including
Hadoop, in-memory computing, non-relational databases, and analytic platforms.

* Cloud Computing: Expanded and updated coverage of cloud computing in Chapter 5
(IT Infrastructure), with more detail on types of cloud services, private and public clouds,
hybrid clouds, managing cloud services, and a new chapter-ending case on Amazon’s
cloud services. Cloud computing also covered in Chapter 6 (databases in the cloud);
Chapter 8 (cloud security); Chapter 9 (cloud-based CRM); Chapter 10 (e-commerce);
and Chapter 12 (cloud-based systems development ).

* Consumerization of IT and BYOD

* Internet of Things

* Visual Web

* Location analytics

* Location-based services (geosocial, geoadvertising, geoinformation services)

» Social graph, social marketing, social search, social CRM

* Building an e-commerce presence

* Mobile device management

* Responsive Web design

* Expanded coverage of business analytics including big data analytics

* Mobile and native apps

* Cyberlockers

* Software-defined networking

* 3-D printing

* Quantum computing

What's New in MIS?

Plenty. In fact, there’s a whole new world of doing business using new technologies for
managing and organizing. What makes the MIS field the most exciting area of study in
schools of business is the continuous change in technology, management, and business
processes. (Chapter 1 describes these changes in more detail.)

A continuing stream of information technology innovations is transforming the
traditional business world. Examples include the emergence of cloud computing, the growth
of a mobile digital business platform based on smartphones and tablet computers, and
not least, the use of social networks by managers to achieve business objectives. Most of
these changes have occurred in the last few years. These innovations are enabling entre-
preneurs and innovative traditional firms to create new products and services, develop new
business models, and transform the day-to-day conduct of business. In the process, some
old businesses, even industries, are being destroyed while new businesses are springing up.

For instance, the emergence of online video stores like Netflix for streaming, and
Apple iTunes for downloading, has forever changed how premium video is distributed,
and even created. Netflix in 2013 attracted 30 million subscribers to its DVD rental and
streaming movie business. Netflix now accounts for 90% of streaming premium movies
and TV shows, and consumes an estimated 33% of Internet bandwidth in the United States.
Netflix has moved into premium TV show production with House of Cards, and Arrested
Development, challenging cable networks like HBO, and potentially disrupting the cable
industry dominance of TV show production. Apple’s iTunes now accounts for 67% of movie
and TV show downloads and has struck deals with major Hollywood studios to obtain the
right to distribute recent movies and TV shows. A trickle of viewers are unplugging from
cable and using only the Internet for entertainment.

E-commerce is back, generating over $420 billion in revenues in 2013, and estimated
to grow to over $637 billion in 2017. Amazon's revenues grew 27 percent to $61 billion
in the 12-month period ending June 30, 2013, despite the recession, while offline retail
grew by 5 percent. E-commerce is changing how firms design, produce and deliver their
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products and services. E-commerce has reinvented itself again, disrupting the traditional
marketing and advertising industry and putting major media and content firms in jeopardy.
Facebook and other social networking sites such as YouTube, Twitter, and Tumblr, exem-
plify the new face of e-commerce in the 21st Century. They sell services. When we think
of e-commerce we tend to think of a selling physical products. While this iconic vision
of e-commerce is still very powerful and the fastest growing form of retail in the U.S.,
growing up alongside is a whole new value stream based on selling services, not goods.
It’s a services model of e-commerce. Growth in social commerce is spurred by powerful
growth of the mobile platform: 35% of Facebook’s users access the service from mobile
phones and tablets. Information systems and technologies are the foundation of this new
services-based e-commerce.

Likewise, the management of business firms has changed: With new mobile
smartphones, high-speed wireless Wi-Fi networks, and wireless laptop computers, remote
salespeople on the road are only seconds away from their managers’ questions and over-
sight. Managers on the move are in direct, continuous contact with their employees. The
growth of enterprise-wide information systems with extraordinarily rich data means that
managers no longer operate in a fog of confusion, but instead have online, nearly instant,
access to the really important information they need for accurate and timely decisions. In
addition to their public uses on the Web, wikis and blogs are becoming important corporate
tools for communication, collaboration, and information sharing.

The 11th Edition: The Comprehensive Solution for the
MIS Curriculum

Since its inception, this text has helped to define the MIS course around the globe. This
edition continues to be authoritative, but is also more customizable, flexible, and geared to
meeting the needs of different colleges, universities, and individual instructors.

This book is now part of a complete learning package that includes the core text and an
extensive offering of supplemental materials on the Web.

The core text consists of 12 chapters with hands-on projects covering the most essential
topics in MIS.

MyMISLab™ provides more in-depth coverage of chapter topics, career resources,
additional case studies, supplementary chapter material, and data files for hands-on projects.

Business
Challenges

® Develop knowledge
acquisition and retention
strategy

® Develop training plan
and budget

® Aging company
® Aging workforce

® Change learning
processes

® Change organizational
culture

® Provide new channels ® improve service
for knowledge ® Reduce costs
acquisition, innovation,
and collaboration

® Deploy SharePoint
Server 2012

A diagram accom-
panying each
chapter-opening case
graphically illustrates
how people, organiza-
tion, and technology
elements work together
to create an information
system solution to the
business challenges
discussed in the case.
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THE CORE TEXT

The core text provides an overview of fundamental MIS concepts using an integrated
framework for describing and analyzing information systems. This framework shows

information systems composed of people, organization, and technology elements and is
reinforced in student projects and case studies.

Chapter Organization
Each chapter contains the following elements:

* A chapter-opening case describing a real-world organization to establish the theme and
importance of the chapter

* A diagram analyzing the opening case in terms of the people, organization, and
technology model used throughout the text

* A series of Learning Objectives

* Two Interactive Sessions with Case Study Questions

* A Review Summary keyed to the Student Learning Objectives

* A list of Key Terms that students can use to review concepts

* Review questions for students to test their comprehension of chapter material
* Discussion questions raised by the broader themes of the chapter

* A series of Hands-on MIS Projects consisting of two Management Decision Problems, a
hands-on application software project, and a project to develop Internet skills

» A chapter-ending case study for students to apply chapter concepts

KEY FEATURES

We have enhanced the text to make it more interactive, leading-edge, and appealing to both
students and instructors. The features and learning tools are described in the following
sections:

Business-Driven with Real-World Business Cases and Examples

The text helps students see the direct connection between information systems and business
performance. It describes the main business objectives driving the use of information
systems and technologies in corporations all over the world: operational excellence;
new products and services; customer and supplier intimacy; improved decision making;
competitive advantage; and survival. In-text examples and case studies show students how
specific companies use information systems to achieve these objectives.

We use only current (2013) examples from business and public organizations throughout
the text to illustrate the important concepts in each chapter. All the case studies describe
companies or organizations that are familiar to students, such as the San Francisco Giants,
Facebook, Walmart, Google, Apple, and Procter & Gamble.

Interactivity
There’s no better way to learn about MIS than by doing MIS! We provide different kinds of
hands-on projects where students can work with real-world business scenarios and data, and
learn firsthand what MIS is all about. These projects heighten student involvement in this
exciting subject.

» Interactive Sessions. Two short cases in each chapter have been redesigned as
Interactive Sessions to be used in the classroom or online to stimulate student
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interest and active learning. Each case concludes with case study questions. The case
study questions provide topics for class discussion, Internet discussion, or written
assignments.

* Hands-on MIS Projects. Every chapter concludes with a Hands-on MIS Projects
section containing three types of projects: two Management Decision Problems, a
hands-on application software exercise using Microsoft Excel, Access, or Web page and
blog creation tools, and a project that develops Internet business skills. A Dirt Bikes
USA running case in MyMISLab provides additional hands-on projects for each chapter.

Assessment and AACSB Assessment Guidelines

The Association to Advance Collegiate Schools of Business (AACSB) is a not-for-profit
corporation of educational institutions, corporations and other organizations that seeks to
improve business education primarily by accrediting university business programs. As a
part of its accreditation activities, the AACSB has developed an Assurance of Learning
Program designed to ensure that schools do in fact teach students what they promise. Schools
are required to state a clear mission, develop a coherent business program, identify student
learning objectives, and then prove that students do in fact achieve the objectives.

We have attempted in this book to support AACSB efforts to encourage assessment-
based education. The front end papers of this edition identify student learning objectives
and anticipated outcomes for our Hands-on MIS projects. On the Laudon Web site is a more
inclusive and detailed assessment matrix that identifies the learning objectives of each chap-
ter and points to all the available assessment tools for ensuring students in fact do achieve the
learning objectives. Because each school is different and may have different missions and
learning objectives, no single document can satisfy all situations. The authors will provide
custom advice on how to use this text in colleges with different missions and assessment
needs. Please e-mail the authors or contact your local Pearson Prentice Hall representative
for contact information.

For more information on the AACSB Assurance of Learning Program, and how this text
supports assessment-based learning, please visit the Web site for this book.

Student Learning-Focused

Student Learning Objectives are organized around a set of study questions to focus student
attention. Each chapter concludes with a Review Summary and Review Questions organized
around these study questions.

MYMISLAB

MyMISLab is a Web-based assessment and tutorial tool that provides practice and testing
while personalizing course content and providing student and class assessment and reporting.

Your course is not the same as the course taught down the hall. Now, all the resources
both you and your students need for course success are in one place — flexible and easily

organized and adapted for your individual course experience. Visit www.mymislab.com
to see how you can teach, learn, experience MIS.

Career Resources

The Instructor’s Resource section of the Laudon Web site also provides extensive Career
Resources, including job-hunting guides and instructions on how to build a Digital Portfolio
demonstrating the business knowledge, application software proficiency, and Internet skills
acquired from using the text. The portfolio can be included in a resume or job application or
used as a learning assessment tool for instructors.
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Instructional Support Materials

Instructor’s Resource
The support materials described in the following sections are conveniently available for
adopters on the Instructor’s Resource Center.

Image Library

The Image Library is an impressive resource to help instructors create vibrant lecture
presentations. Almost every figure and photo in the text is provided and organized by chapter
for convenience. These images and lecture notes can be imported easily into Microsoft
PowerPoint to create new presentations or to add to existing ones.

Instructor’s Manual

The Instructor’s Manual features not only answers to review, discussion, case study, and
group project questions but also an in-depth lecture outline, teaching objectives, key terms,
teaching suggestions, and Internet resources.

Test Item File

The Test Item File is a comprehensive collection of true—false, multiple-choice,
fill-in-the-blank, and essay questions. The questions are rated by difficulty level and the
answers are referenced by section. The test item file also contains questions tagged to
the AACSB learning standards. An electronic version of the Test Item File is available
in TestGen and TestGen conversions are available for BlackBoard or WebCT course
management systems. All TestGen files are available for download at the Instructor
Resource Center.

PowerPoint Slides

Electronic color slides created by Azimuth Interactive Corporation, Inc., are available in
Microsoft PowerPoint. The slides illuminate and build on key concepts in the text.

Acknowledgments

The production of any book involves valued contributions from a number of persons. We
would like to thank all of our editors for encouragement, insight, and strong support for
many years. We thank Bob Horan for guiding the development of this edition and Karalyn
Holland for her role in managing the project.

Our special thanks go to our supplement authors for their fine work. We are indebted to
Robin Pickering for her assistance with writing and to William Anderson and Megan Miller
for their help during production. We thank Diana R. Craig for her assistance with database
and software topics.

Special thanks to colleagues at the Stern School of Business at New York University;
to Professor Werner Schenk, Simon School of Business, University of Rochester; to Robert
Kostrubanic, CIO and Director of Information Technology Services, Indiana - Purdue,
University Fort Wayne; to Professor Lawrence Andrew of Western Illinois University; to
Professor Detlef Schoder of the University of Cologne; to Professors Walter Brenner of the
University of St. Gallen; to Professor Lutz Kolbe of the University of Gottingen; to Professor
Donald Marchand of the International Institute for Management Development; and to
Professor Daniel Botha of Stellenbosch University who provided additional suggestions
for improvement. Thank you to Professor Ken Kraemer, University of California at Irvine,



Preface

and Professor John King, University of Michigan, for more than a decade’s long discussion
of information systems and organizations. And a special remembrance and dedication to
Professor Rob Kling, University of Indiana, for being my friend and colleague over so many
years.

We also want to especially thank all our reviewers whose suggestions helped improve
our texts. Reviewers for this edition include the following:

Amita Chin - Virginia Commonwealth University

Gail Ann Edwards - Brown Mackie College Fort Wayne
Jennifer Grant - Augsburg College

Monique L. Herard - Robert Morris University

Rick Herschel - Saint Joseph's University

Steven Hunt - Morehead State University

Bernard W. Merkle - California Lutheran University
Timothy Stanton - Mount St. Mary’s University

Vii



Lz

EIH BEERTCHIIMELIRLE  wevvvoes sonvenssssus avosn snsaes svsnns asses ssves sdosei ss (1)
18 BEEEREGHUE BB oorrrrersortetmnmismtiinisimsmasannsssrasassansssse (2)
Mo LSPHTTTELGHMNE v smsammernorssmsarsissavassvssrsvssprtmnsssisssve (35)
38 FAEAREIREESRI orvrsnrsoissssrrsunsiosasssssssencisnsassssss (72)
H4E ARG o ovnresesnorssisssossisassassisonssinanane (105)

IR WMEHEARETIEHME ---ooooooveoreererssrsasmenmmmmmmsnemssemsmrmsaousasessnsss (141)
fen e fEEdERERGHMH, BRI vsemsmsensmusscmmvennssssarnsasss ssamne (142)
B6 ST, BUEE S S AT e (179)
% 7% ﬁ{g HEER G IR BT AR covvve v (212)
B8 [EERBEIEA ooreorrronstnttnmintnnertonssssesssesinssssssssessssassessonnsassas (252)

SE BERREEERGRI ooveererorremmrermerire e (289)
08 SCHEBEEREEE . R (290)
10T BTRE: BT SEEEALREL coooeererrrerrmmrmrenaenennnnnnans (319)
B JUREMAL SHITHE R o (359)

HNE FRFEBIBIRLE oocooverrrrriii (397)

128 (SERGIHEEGHEBFHE e (398)



Contents .

Preface |

| Information Systems in the
Digital Age 1

1 Business Information Systems in Your Ca-
reer 2

Chapter-Opening Case:

The San Francisco Giants Win Big with Information

Tenchnology 3

1.1 The Role of Information Systems in Business
Today 5

Interactive Session: People

Meet the New Mobile Workers 8

1.2 Perspectives on Information Systems and In-
formation Technology 12

1.3 Understanding Information Systems: A Busi-
ness Problem-Solving Approach 18

Interactive Session; Technology

UPS Competes Globally with Information Technology 18

1.4 Information Systems and Your Career 24

Business Problem-Solving Case

A New Look at Electronic Medical Records 32

2 Global E-business and Collaboration 35
Chapter-Opening Case:

TELUS Embraces Social Learning 36

2.1 Components of a Business 38

2.2 Types of Business Information Systems 44
Interactive Session: Organizations

Vail Ski High-Tech for
Touch 48

Interactive Session: People

Resorts Goes High

Piloting Procter and Gamble from Decision Cockpits 50
2.3 Systems for Collaboration and Social Business 54
2.4 The Information Systems Function in Business 63
Business Problem-Solving Case

Should Companies Embrace Social Business? 69

g e a1 e W %

3 Achieving Competitive Advantage with In-
formation Systems 72

Chapter-Opening Case:

Can Walmart Stay on Top? 73

3.1 Using Information Systems to Achieve Com-

petitive Advantage 75

Interactive Session: Technology

Auto Makers Become Software Companies 82

3.2 Competing on a Global Scale 88

3.3 Competing on Quality and Design 91

3.4 Competing on Business Processes 93

Interactive Session: Organizations

New Systems and Business Processes Put Money-

Gram “On the Money” 96

Business Problem-Solving Case

Can This Bookstore Be Saved? 102

4 Ethical and Social Issues in Information
Systems 105

Chapter-Opening Case:

Content Pirates Sail the Web 106

4.1 Understanding Ethical and Social Issues Relat-

ed to Systems 108

4.2 Ethics in an Information Society 114

4.3 The Moral Dimensions of Information Systems 116

Interactive Session: Technology

Big Data Gets Personal: Behavioral Targeting 121

Interactive Session: People

Wasting Time; The New Digital Divide 132

Business Problem-Solving Case

Facebook: It’'s About the Money 138

Il Information Technology Infra-
structure 141

5 IT Infrastructure: Hardware and
Software 142



Chapter-Opening Case:

The Army Recasts Its IT Infrastructure 143

5.1 IT Infrastructure: Computer Hardware 145
Interactive Session: Technology

The Greening of the Data Center 156

5.2 IT Infrastructure: Computer Software 158
5.3 Managing Hardware and Software Technology 166
Interactive Session: People

The Pleasures and Pitfalls of BYOD 169
Business Problem-Solving Case

Is It Time for Cloud Computing? 176

6 Foundations of Business Intelligence: Da-
tabases and Information Management 179

Chapter-Opening Case:

Better Data Management Helps the Toronto Globe

and Mail Reach Its Customers 180

6.1 The Database Approach to Data Management 182

6.2 Database Management Systems 188

6.3 Using Databases to Improve Business

Performance and Decision Making 193

Interactive Session: Organizations

Business Intelligence Helps the Cincinnati Zoo

Know Its Customers 199

6.4 Managing Data Resources 202

Interactive Session: People

American Water Keeps Data Flowing 204

Business Problem-Solving Case

Does Big Data Bring Big Rewards? 209

7  Telecommunications, the Internet, and
Wireless Technology 212

Chapter-Opening Case:

RFID and Wireless Technology Speed Up Produc-

tion at Continental Tires 213

7.1 Telecommunications and Networking in
Today’s Business World 215

7.2 Communications Networks 220

7.3 The Global Internet 222

Interactive Session: Organizations

The Battle over Net Neutrality 226

Interactive Session: People

Contents

Monitoring Employees on Networks: Unethical or
Good Business? 230

7.4 The Wireless Revolution 240

Business Problem-Solving Case

Google, Apple, and Facebook Struggle for Your In-

ternet Experience 249

8 Securing Information Systems 252

Chapter-Opening Case:

You're on LinkedIn? Watch Out! 253

8.1 System Vulnerability and Abuse 255

Interactive Session: QOrganizations

The 21st Century Bank Heist 262

8.2 Business Value of Security and Control 267

8.3 Establishing a Framework for Security and
Control 269

8.4 Technologies and Tools for Protecting Infor-
mation Resources 273

Interactive Session: Technology

BYOD: It’s Not So Safe 281

Business Problem-Solving Case

The Looming Threat of Cyberwarfare 286

Il Key System Applications for
the Digital Age 289

9 Achieving Operational Excellence and Cus-
tomer Intimacy:
tions 290

Chapter-Opening Case:

Technology Helps Nvidia Anticipate the Future 291

Enterprise Applica-

9.1 Enterprise Systems 293

9.2 Supply Chain Management Systems 296

Interactive Session: Technology

Land O'Lakes Butter Becomes Fresher with Demand

Planning 301

9.3 Customer Relationship Management
Systems 304

Interactive Session: Organizations

Graybar Goes for Customer Analytics 309

9.4 Enterprise Applications: New Opportunities
"and Challenges 310



Contents

Business Problem-Solving Case
Vodafone: A Giant Global ERP Implementation 317

10 E-commerce: Digital Markets, Digital
Goods 319

Chapter-Opening Case:
Pinterest: How Much Is a Picture Worth? 320
10. 1 E-commerce and the Internet 322
10. 2 E-commerce: Business and Technology 331
Interactive Session: Organizations
Can Pandora Succeed with Freemium? 337
10. 3 Mobile E-commerce and Local

E-commerce 347
Interactive Session: Technology
Will Mobile Technology Put Orbitz in the Lead? 349
10. 4 Building an E-commerce Presence 351
Business Problem-Solving Case
Cultivating Customers the Social Way 356

11 Improving Decision Making and Managing
Knowledge 359

Chapter-Opening Case:

Moneyball: Data-Driven Baseball 360

11.1 Decision Making and Information Systems 362

11. 2 Business Intelligence in the Enterprise 365

Interactive Session: Organizations

Big Data Make Cities Smarter 370

11. 3 Intelligent Systems for Decision Support 376
11.4 Systems for Managing Knowledge 383
Interactive Session: Technology

Firewire Surfboards Lights Up with CAD 387
Business Problem-Solving Case

Should a Computer Grade Your Essays? 393

IV Building and Managing Systems 397

12 Building Information Systems and Manag-
ing Projects 398

Chapter-Opening Case:

A New Ordering System for Girl Scout Cookies 399

12.1 Problem Solving and Systems Development 401

12.2 Alternative Systems-Building Approaches 406

Interactive Session: Technology

What Does It Take to Go Mobile? 412

12.3 Modeling and Designing Systems 414

12.4 Project Management 417

Interactive Session: Organizations

Austin Energy’s Billing System Can't Light Up 418

Business Problem-Solving Case

NYCAPS and CityTime: A Tale of Two New York

City IS Projects 432



Information Systems in

the Digital Age

1 Business Information Systems in Your Career
2 Global E-business and Collaboration

3 Achieving Competitive Advantage with Information
Systems

4 Ethical and Social Issues in Information Systems

Part I introduces the major themes and the problem-solving
approaches that are used throughout this book. While surveying
the role of information systems in today’s businesses, this part raises
several major questions: What is an information system?

Why are information systems so essential in businesses today?

How can information systems help businesses become more
competitive? What do | need to know about information systems

to succeed in my business career? What ethical and social issues are

raised by widespread use of information systems?




