HERER I EEARFESEASPE LS .2 0] =
Prentice

Hall

THEBSAHEM &0 RRT

e PP

ESSENTIALS OF MANAGEMENT (3 6 )
IOV K AT — MANAGING THE DIGITAL FIRM

(Sixth Edition)

C
- %% (Jane P. Laudon) #
FR AEE E O® #%

@ HEAR KSR



e s &ﬁﬂ!&lﬁﬁﬂ#&*ﬁ%iﬁ“ﬂﬁﬂﬁﬁﬁ#&ﬂ

¥

ATAOD

I 5: < éﬁ ﬁ ; |

 ESSENTIALSOFMANAGEMENT .
INFGRMATION SYSTEMS — MANAGING THE DIGITAL FIRM

(Sixth Edition)
. S ; #/2HE - C - % (Kenneth C. Laudon)
y X & - P - %% (Jane P. Laudon)
4 2 ; BEFR AEE E OB &% B
% 3




HEBENRE (CIP) Mg

FHESRGHE: B R/FHREE. BHNEAS.
st FEARKEHEM, 2006

(THERZHRHEM . BLORRFD

PEBRR LREEREBEEIEARTEBFREEM
ISBN 7-300-07549-5

I g...

. Q% OB

T BEERARE-SUEHFE-REER-HH
V. C931.6

hE A E g CIP BBBF (2006) %5 097331 & -

BAHRHRIHETELABEFRFERSAERFREHM
IHTRBREHM  BCRAF

HEEBRREWME GB6 D

BRE - C. #HK %

féj « P AR

BN HEE TR %%

HRERST PEARKEHE.

# o dEERRkE3NE BBBIRFE 100080
B iF 010-62511242 (BARE) 010 - 62511239 (H:fRER)

010 - 82501766 (HBIAIER) 010 - 62514148 ([]THER)

010 - 62515195 (RITATD 010 - 62515275 CEBEREER)
5] #t  http://www. crup. com. cn

http: //www. ttrnet. com(A K BER)
2 M HeBE
B B LB ERENRA R F
M # 215mmX275mm 16 F& B & 200648 A% 1K
Ep ¥ 28. 754012 2] XK 20064E 8 A5 1 REIR
% ¥ 1063000 E  # 39.00%

IRANFTH WRANKLITL EPRMB WA




@

Essentials of Management Information Systems,
beREM—AMENERFERAERM, FBRHEX
RRA

HATRBEIEK(600ZT1), HEFEAREHRE,
ABETELYMHEA R, —FHE, £F EIFE
RHA" MEREN, BATEHRBTRBPNEX, RME
TEERMEIE. (TLASHYABTNEIETNEID

ERUASPHRET . B—FE. BFTRBAEH
BRMELYARIE, HHLETAREBERS, AEEEFEIE
A

ABEFARREFENNEZEIRER, RETE
sgwww.prenhall.com/laudon, =& ZA&$H T #9Companion
Website3kBX, H5h, ol BidEMIREEIMI B R
¥,

B ——



HRE - C-FF AARFHHBHEERELRST
WHIR, MERBEAFAFFFTFMMFRLLT K
FHEHM, HRTHAXETFHS. FLEE. 449%0
HEMZEEIORE, KFMEARIOZE.
FEEFFRTEEES. B8 (XEESR) &K
FNB. BREAAZEMLMMOPZNBURESZER
SHERmE. hERERERASIHAVBERILR
5750038 /A 5] 9 T Ge L K F R BB 49 B 8 ) .

&P FEH GEFFABNEREAER. FFE |

B, FREGEOFERGSN. LIBEE. MSHEIT. K T

T, MRIESHLETVARRIAERABEERER.

BHN 23¥Et 3R tRVMILFRIGE
BAREREK PEXELFFRESEE TEEEN
FHLRRERREE, BIR (BFFITSLTRE) |
(BARBFRER) L0, EROFAYPTH L
RFWXOORE.

HETE B, EERVR IV FRESEERMEE
FE. GEVEHREE. FE3K, EROFARBTI LR
RUEXIORE.

I3 FER. AT L FRMSERRMEEE.
EIEHREE. BEIK, EROFAPT ERREX
0RE.

KX %H BERE

i3 2]
HEHE B X
HERWT FIFH
BRFH EHA

BY G 11 9T




MAEREMAN WTO, BEARSNENSC UL 52ERESL TR, AERLEANETES, TH, RAWN
A ARXRELEEN, I -HENCRAREEEAT S S RSN -RAKRTR., BXHAFIM. 2 XRER
MR- REEHHMNBREM—EEES, AN -REHR, RALEEAARBLFIRRBEXAED .
FAEHOER R XAH R T — B ERK,

REHFERETEHRNENEGREANERY. XL, RERFEREBRARCEAR - AWNT
L7, URERFHNEHNHARELEANER “+TE” ANKWELARE. EAF—FERE, JOERFNILHR
EMMREHBOCEEANKERERAF T, mh, KRRAARRAAR, EFRERHRESERR &
L, NEHFAAEPY R ERANER ERBY A, BEARRZ Y, — R R EHAT IR ¥ 0 RRE R K
FRET LK, FH UK, —BEEANFAERGEIET, FREHIARBHAZ 77, B TREKH
BEZHE-EE (BEXE WIFE, FRICGEHAFT AN ER, Eik, %6 EW0HM KN FEHKFE K
BEFEH—AEEFRE, RIVAY, KOERFR-FHREZERFIRGE LR N HM, TAEEXLIHT B
G, AT T LA R B R HAE P, RIEE R R K. AR B AT B KA B E R AR REAT
o, APRFERERFHREFNEE, TLAEHFRNORE, GHEERFN., 2 ENTERM.

MBI - HARNATRBELES, PEARKFHBRAR RS ERA G ANRAE, 2E4EF-FRER
NE L BEBTHRLAAESE, BHAFARERL, #BT - HENRRFNEEZXEREMN, FRELE
HiE, ANKFREE, THEHARERMEELELF LT AR, H) ZNRAFEFENNE-—LHFLBNHTN
BWREL, SEREMATTELNE S, MRT - BTELREERPTECHINAL; F—FHE, RE
BEBAIEREEMBELE, ENRNER, RNERFHRATENT G LA EEME LXK, KX
PHRMARL, BEHFRIAUTERFARERER. AEHMARLRBTUT 24K

o RHEXFEREMWHE., REXNEBMRBEARFEREFE, ARFRTT —EWEE, EEEMR
T-BFEARFURTHCREERNAL, EERREHPARKETEHRE T EREM RS, £ KM
WAERERTE, EAEHMBRETEARA L w 8N, AWHPELRF; Ry EHTHE, XTEFLEMR
LK &

o RUBBAL UKMH LAY, AEXMNBEBRFANEA N, TRBEAK ZH; BNELFLFE
EANE SRR, ELREMELREITR, AFRASMPEELBRNEELE S, AHTFENRTLORE
7, BEFREANEENE.

e ELHBOHR, REEMERRAEMN LR A RALSWNAEAEAR BTN BB N EHENAR X
B, ¥4 TEREEAFERCEERENFRBTEEMFR, EELLERARCEEL T LEMN, &
AEZHEAATRERTFEENERFNED, EARERAFNARALEFNEE; LAMNTRINKEX TRIE
HEHAM AN, EFHBEEEHIGEHM RHEEAMH.

o BiEAME, MEMMRMK. YENENRERFNEFRE EWEREFE, REHMAATT — X WHEAw
W, EAAEBENAE; WAREEN, UXLZ R THLEEIRWYEEY, NTEAEEMBUREL
Wy RBEH,

® RUEBANKFELS., REEBFAHBRLAANAE, AEHMVRFRATRENHAAN, WHFF

e



M. PowerPoint # X . REESE, HEANERAFTENRLERE, ANTEHKFENER.

KEFMBRENERFHEMBR AN —AER, RNELEF. AARERAIETRIATENRSIERY
LR, HRH XA, ERERME. AN, YERNEEBRBWAMNEETHY, RNLERBHL K
EHREETANELREN., EERANE, RERNAXRGNIRFEMUREE, EhTEEMNEHTLY
K., BHFRXAYELRE, BPHNEMTRAFEZL, LEEEHEEE LB B,

#—H8
A E N RK2ER 2B
200541 H



B4R RYTE

HXEAAKRFEERERE C- FAPBRALAEEXM P H AL FEW (R EREZALENHE) —F, B
—ARFNERERRAHYN, BHRFIESN LA NEECL AR RAEA, ZHXTUTHNE, IREEZ
GrRdTURARS WAL, ¥ELRNE ., BB LN EURNFERGEANESBSELE N,
B, EHRGHNEERCERZL IR, dAB AR MBA ¥ AN KKB Y KRG R T LM,

ERAMAR. AA 2R GEREFNARCANCERAAEC VA BT MEREL THWEXL, BB
MBEREANFOHHLER, LHREpRLEN T RREER.

NEAEAEREEREMNPHERARETHMABESH TH, HRRARWI) . A EHNHFHEARLLE
BHKRAEK, HTOTR, RALEFREZELERAELVAEASCNERNEY BEGENE., HEXRAE54H
WA, WERERAAERENTFRI TN ERELRNE. ERRAQAWNEENGSEARLREE
B “BH” AT RE, WAHETFRFNITE, ftd, K&, PR7AE. RIEFASHENMERE,
BERBBBINALTHABERO LS. IREREQT NP XAELTANN, AOHBEEESLE, MG E WY
HENBEEREEREBNALEBEHL AT N TR, L, IETMERAKFLLATAHHIA, FAFH
FrAENBARREEMERGEEEXRNEFUMRI T, ERFAAF, ANEEMTHRIE., £147H 5% 815725
IFHLYRKEGERE, IHREZP U “FERFHAE" (Managing the Digital Firm) } 878 % & .

ZHFEEEUR, F1ENETERAGHN AL G EEY. REACREH L TFHSAT ALK EL AT NA
PAEERE, F2REKREBRTARALHNEREAREM ZENES. K., REARFTEABHAR, UEK
EHRWNBEARAEURKBEERWER R AIETNEN. E3BRRTRERAAERA LS ARTH T LV EER
RIWER, ERANGTRERAELCL TR A B RERERE, SAIEEPNFTREIAEHULELRY
B, 8. AABRAZEFRRITLAL, ERAAWBLNEREETE, GERAMNLLFEH,

TR ARG GEBMN, EREIBY, BRI —FTEAE “¥IBEEFRHR” WEN, ZEAZEHRY
TRHWEX, AMEZTHE. #5FEXNE3Y “GRELSTHRE EZEWNA IR, THELHINE;
F—FHE, KF G, K. B WENBSZTEF NN - (EXXE “REFHE” W89 fmEd kR
B, RBRTRANHAER, FEEHFIEA. FERUNE, BEAMEZNZEEHBHNE, ABLTAER
3% www. prenhall. com/laudon F#%|, AXBHEEXT LELHNEN, EFTHHNETLAEN LT AP NAELZE Mg
HRNE, FTEAARELEEF AL (http: //www. rdjg. com. cn) R F|,

AFNREPBEFE=MRETR, RNEEHN,. HEE. IR, HEFRARIRAZR.

HTREHEATFER, FEZZARFEZFTFURLE.,

B
TR EHERE



a5 EH B &

B 1ES SIS TR ALY oo .
B 1B EIBBIPILLTD oot re ettt et b ettt ettt e et ettt et e, 2
I R == 0 = R = 4
VO o 0 8T vy > U 17
1.3 BEBFEAT: (S RBTEE LI BYIIHLD, o vverrreerrerrasrrarieeeesaeaeiniieneee e ieeeeee s ese e see e 19
1.4 2GS E RS : HARBITERIIIHLIE - vvrererrrrmrrrreriiere e ettt et ettt ee s ersaaaeas 29
H2E AABIERTRGE c--oocovrrrorererrmr et e e e s ee e 34
2.1 ZHA R GEA EEEIETY o oree ettt et et e 36
2.2 IHBEBUTRAG I BE IR «ovvvvrevvrrerrenrernnns ettt et e ettt et e e e tt e e et et aee e satesataeeeeaas 44
2.3 INREG W B FARAIIE S . DAV FIGIE --errerrerrererrrrer ettt 47
2.4 [EBRISELZRGE -+-vvvreerrerrrnrmsrn i e 60
BI3F EERRG. HE, BEIERBE - 62
3.1 ZHZTFHYS R ZRIE coovvvvrvrererrrenentntrr ettt ettt e e te e s re s e 64
3.2 (B B BETELE LAY +evreevrnneroreeereeeen ettt et e e e s 70
3.3 ETRE . BRIEEFME IR o oooeeeeereremrere ettt s 76
3.4 [Z B ERGEFIADMUERIE --ooovvvevreeermmms ettt ettt et e e ]2
Ha4E MPUAT: BFUBMWFIE TR oot 96
4.1 BT . BT S BT LBIBTFALIAT] v 98
O < R o ST T T T XL TP T TPIPPD 104
4.3 BT FNBITE LN T cveerrerrete et ettt s 114
4.4 EHHEIPRER TR LS covvvvorrrrrere ettt s 120
BSE MFEUATHEEEBTEFAE DT - roovverreereerrrs e 124
5.1 HRESEERGHLEMBTINBFIFES BT oot 127
5.2 A5 B ST HIAETE oo e e ettt e 130



B2

FoE
6.1
6.2
6.3
6. 4

FT1E
7.1
7.2
7.3
7.4

H8E
8.1
8.2
8.3
8.4

F9E
9.1
9.2
9.3
9.4

B3I

F10E
10. 1
10. 2
10. 3
10. 4

F1E
11.1
11.2
11.3
11. 4
11.5

£ AR BRI B v oorvvvvveeseeeeeeeseeeoeeeeeeseseee e s eeeeesse s eee oo 135
AR BREEEFAERAE - 136
H BB RS B R ELRETEHE +ovveorvveerrereerreremrseranteni it ettt e st ettt st et sbe e 138
AR R R at= R R D o T L L NLCT PP EP PP PRPEPRPRPID 146
Qi BT O TP PP 149
Tl L € s P 165
B B TR BT oo 172
FEBESCAETREE T HUBIRLELL +oovvvereee e s e et 174
[ FIBEEEE R TIBIR o vrerereermree e e e e st 178
BUEEBHREETREE o vveerrrreemsree e sttt e e 184
BUHRFEF SR TBAGT +ooovevvreersemersnrteee e e et 188
BIE, PIBFITTER T B - 196
INTITBAZTRIE -+oovveevreerreenseesoneenite sttt ottt ettt bt e s 198
N1 - S P PP PP 207
B AL ML I F RIS HE AR cvvereerererersemmmonmeimente ittt e s s et 214
FERAY S IRBI TGS THRI  coeeovrvrreeeemmmeeme e st 219
HEMN: AEEFEAATHNERREAREIMIEHE - 220
FER . BFRESHE TS A E B ARIEREBIHE ooooevrerrrrrmrrrre e 299
DAk 3 IR TR T T L T L LR R LR PR LR ETRLRERI LY 230
B T R4 FIE FAL ML B STER PRI R coeveeerrerers st 238
L 1 P8 L TR P RITRRPRE 242
ﬁ?kﬁﬂ%ﬁgﬂﬂ]%fgiﬁ%% ............................................................... 245
AR RN B TR FREE R oo overr e 246
QAP ZRIE +vvevveeeesnneen et e 248
P RTEEFTHZRIE <+ veevreerseesmeeeneeeme e et e st 254
B PV FRIAFTHZALGE veveeermmerereees oo e et et e e 265
MY B B e eeee e et e 274
IR RIBIEITREETIE oo 278
B YR THABE I < ceeeeeeeeee oo e e e e 280
LAY B IR T IR L - vvernveeseeeesneemseeneee s et e e oot ae Lo 286
BIIL THEZRLE +vvvvovereoremsesme s em s ettt i bbbttt st 296
BB R --vverrerrm e b e 300
SR A T 2R G A TSI -+ veovvveevrermmeemmesem e oo n e 310



FR2E

BBAL B A TR IR R BEFITE  -oovrrrreermmeme e 314
12,1 BRIFEFGZRYE v vvvveemmrresemerre s sttt 317
12. 2 ﬁ?ﬂ&%iﬁ?‘\% ...................................................................................................... 329
12. 3 ﬁﬂkmi%iﬁ%% ................................................................................................... 332
B 4% BUBFATIMERRIE 337
®L13FE FIREBRBEEIIEITL e 338
13.1 RGN T RIBILLLGUIEHE coooveereesreese ettt s 340
13.2 Wy S FRRREREFIPRRIAIE - veeermerese e s e 346
13.3 ,’%%}Fﬁﬁﬁiﬁ ............................................................................................................ 353
13. 4 K@B‘J%ﬁ@ﬁﬁfi‘ ................................................................................................... 358
13.5 ﬁ?k@gj%m;ﬁﬂ:k ................................................................................................ 365
%’ 14 ﬁ Eﬁgﬁmﬁwmﬁﬁngigyg ........................................................................... 372
14. 1 E@{%‘E‘g\%ﬁgﬁﬂmﬁ ............................................................................................. 374
14. 2 ’}EE%EX‘]‘{%,@%%E}ZMZE%’@ ................................................................................. 385
14. 3 %ﬁ;mg@%@ ......................................................................................................... 394
%’ 15 E %.E%%H@Tté*uﬁﬂ .......................................................................................... 402
15.1 BRGEAIMEISHERMIIR «ovveeorreeernsrmersrssss st 404
15. 2 ?ﬁﬁﬂ%ﬁ%@“ﬁ ......................................................................................................... 413
15. 3 ﬁﬁ&%%)ﬁ% ﬁﬁ:%ﬂﬁ% .......................................................................................... 425
*i-g—'ﬁ: g] ........................................................................................................................... 436



BRIEF CONTENTS

PArT | Organizations, Management, and the Networked
Enterprise 1

CHAPTER 1 Managing the Digital Firm 2
1.1 Why Information Systems? 4
1.2 Contemporary Approaches to Information Systems 17
1.3 Toward the Digital Firm:
The New Role of Information Systems in Organizations 19
1.4 Learning to Use Information Systems: New Opportunities with Technology 29

CHAPTER 2 Information Systems in the Enterprise 34
2.1 Major Types of Systems in Organizations 36
2.2 Systems from a Functional Perspective 44
2.3 Integrating Functions and Business Processes:
Introduction to Enterprise Applications 47
2.4 International Information Systems 60

CHAPTER 3 Information Systerns, Organizations, Management, and Strategy = 62
3.1 Organizations and Information Systems 64
3.2 The Changing Role of Information Systems in Organizations 70
3.3 Managers, Decision Making, and Information Systems 76
3.4 Information Systems and Business Strategy 82

CHAPTER 4 The Digital Firm: Electronic Business and Electronic Commerce 96

4.1 Electronic Business, Electronic Commerce, and the Emerging Digital Firm 98
4.2 Electronic Commerce 104

4.3 Electronic Business and the Digital Firm 114

4.4 Management Challenges and Opportunities 120

CHAPTER 5 FEthical and Social Issues in the Digital Firm 124

5.1 Understanding Ethical and Social Issues Related to Systems 127
5.2 Ethics in an Information Society 130

PaRrT 1l Information Technology Infrastructure 135

CHAPTER 6 Hardware and Software in the Enterprise 136

6.1 Computer Hardware and Information Technology Infrastructure 138
6.2 Categories of Computers and Computer Systems 146

6.3 Types of Software 149

6.4 Managing Hardware and Software Assets 165

CHAPTER 7 Managing Data Resources 172

7.1 Organizing Data in a Traditional File Environment 174



ii

7.2 The Database Approach to Data Management 178
7.3 Creating a Database Environment 184
7.4 Database Trends 188

CHAPTER 8 Telecommunications, Networks, and Wireless Computing 196

8.1 The Corporate Telecommunications System 198

8.2 Communications Networks 207

8.3 Electronic Business and Electronic Commerce Technologies 214
8.4 Developing a Business-Driven Telecommunications Plan 219

CHAPTER 9 The Internet: Information Technology Infrastructure for the Digital
Firm 220

9.1 The Internet: Information Technology Infrastructure for E-Commerce and E-Business 222
9.2 The World Wide Web 230

9.3 Support Technology for Electronic Commerce and Electronic Business 238
9.4 Management Issues and Decisions 242

PART 111 Organizational and Management Support Systems for

the Digital Firm 245

CHAPTER 10 Enterprise Applications and Business Process Integration 246
10.1 Enterprise Systems 248
10.2 Supply Chain Management Systems 254
10.3 Customer Relationship Management Systems 265
10.4 Enterprise Integration Trends 274

CHAPTER 11 Managing Knowledge in the Digital Firm 278
11.1 The Knowledge Management Landscape 280
11.2 Enterprise-Wide Knowledge Management Systems 286
11.3 Knowledge Work Systems 296
11.4 Intelligent Techniques 300
11.5 Management Issues for Knowledge Management Systems 310

CHAPTER 12  Enhancing Management Decision Making for the Digital Firm 314
12.1 Decision-Support Systems (DSS) 317
12.2 Group Decision-Support Systems (GDSS) 329
12.3 Executive Support in the Enterprise = 332

PART IV Building Information Systems in the Digital Firm 337

CHAPTER 13 Redesigning the Organization with Information Systems 338

13.1 Systems as Planned Organizational Change 340

13.2 Business Process Reengineering and Process Improvement 346
13.3 Overview of Systems Development 353

13.4 Alternative Systems-Building Approaches 358

13.5 Application Development for the Digital Firm 365




CHAPTER 14 Understanding the Business Value of Systems and Managing
Change 372

14.1 Understanding the Business Value of Information Systems 374
14.2 The Importance of Change Management

in Information System Success and Failure = 385
14.3 Managing Implementation 394

CHAPTER 15 Information System Security and Control 402

15.1 System Vulnerability and Abuse 404
15.2 Creating a Control Environment 413
15.3 Ensuring System Quality: Software and Data 425

i



Networked Enterprise

Organizations, Management, and the

CHAPTER 1

Managing the Digital Firm
CHAPTER 2

Information Systems in the Enterprise

CHAPTER 3
Information Systems, Organizations,
Management, and Strategy

CHAPTER 4
The Digital Firm: Electronic Business
and Electronic Commerce

CHAPTER 5
Ethical and Social Issues
in the Digital Firm

PROJECT




CHAPTER 1

Managing the Digital Firm

B OBJECTIVES

As a manager, you'll need to know how information systems can make businesses more competi-
tive, efficient, and profitable. After reading this chapter, you will be able to answer the following
questions:

1. What is the role of information systems in today’s competitive business environment?

2. What exactly is an information system? What do managers need to know about information systems?
3. How are information systems transforming organizations and management?

4. How have the Internet and Internet technology transformed business and government?

5. What are the major management challenges to building and using information systems?
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(l J.C. PENNEY’S INVISIBLE SUPPLIER

)

On a blustery Saturday afternoon in
January, Scott Olson browsed through
the shirts at a J.C. Penney store in the
Rosedale Mall in Roseville, Minnesota,
and bought a white, wrinkle-free
Penney-brand dress shirt, size 16
neck, 32/33 sleeve. The record of the
sale was instantly transmitted to a computer in Hong
Kong. By the following Wednesday afternoon, a Taiwan
factory had shipped an identical replacement shirt to the
same Roseville Penney store.

Since adopting this streamlined supply chain and pro-
duction system, Penney stores now hold almost no inven-
tory of house-brand dress shirts. A Hong Kong shirtmaker
called TAL Apparel Ltd. runs the entire supply and produc-
tion process for Penney-brand dress shirts. TAL collects
point-of-sale data on Penney shirts directly from Penney
stores in North America and runs the numbers through a
computer model it designed to determine how many
shirts to make in what sizes, styles, and colors. Based on
past sales data, TALs sales forecasting system determines
the ideal inventory level for each specific shirt size, color,
and style and directs its Taiwan manufacturer to produce
only the exact amount of each item that each Penney
store needs. TAL's manufacturer then ships the shirts
directly to each Penney store, bypassing Penney ware-
houses entirely. The manufacturer assigns article numbers
and bar codes for accurate and easy scanning of products
and faster movement across loading docks, sending
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Penney advanced shipping notices of the contents and
destination of each package. Penney can access TALs sys-
tems electronically to check on production and shipping
status and to obtain inventory information. Delivery
accuracy has reached 100 percent.

TAL is a behind-the-scenes giant in fashion apparel. It
is the world’s largest producer of dress shirts, making
one out of every eight dress shirts sold in the United
States. With low-cost Asian manufacturing facilities and
powerful information systems, it supplies labels that
include Calvin Klein, Ralph Lauren, Tommy Hilfiger, J.
Crew, Banana Republic, Liz Claiborne, and Brooks
Brothers. TAL coordinates its work with its overseas
offices and factories in Thailand, Malaysia, Indonesia,
China, and Mexico using a network based on Web tech-
nology.

Big-name retailers are turning to outsourcers such as
TAL to manage their critical production and inventory
functions because TAL can perform them better and at
lower cost. Before working with TAL, Penney routinely
held up to six months of inventory in its warehouses and
three months of inventory in its stores. Its sales forecasts
were based on outdated information systems that often
overestimated the amount of inventory it had to keep in
stock. For Penney-brand shirts manufactured by TAL, its
inventory is now zero. By reducing the amount of inven-
tory they hold, retailers such as Penney can cut ware-
housing costs and reduce the amount of unsold goods
that have to be marked down in price. It costs Penney 29

= B

Business

ion 5 :
Informat Solutions

System




