w‘w
=

ol

i
e
gy
'F»‘“ N
A

i

e S

_ 4 )

' and the Networked Economy

L
i




Information Technology

and the Networked Economy

Patrick G. McKeown
University of Georgia

Harcourt College Publishers

Fort Worth  Philadelphia San Diego New York Orlando Austin San Antonio
Toronto Montreal London Sydney Tokyo



Publisher Mike Roche
Executive Editor Christina A. Martin
Market Strategist Bill Bernys
Developmental Editor Larry Crowder
Project Editor Louise Slominsky
Art Director  Scott Baker
Production Manager James McDonald

Cover Design  Bill Brammer Design
Cover Images EyeWire, Inc.

ISBN: 0-03-020832-7
Copyright © 2001 by Harcourt, Inc.

All rights reserved. No part of this publication may be reproduced or transmitted in any
form or by any means, electronic or mechanical, including photocopy, recording, or any infor-
mation storage and retrieval system without permission in writing from the publisher.

Requests for permission to make copies of any part of the work should be mailed to:
Permissions Department, Harcourt, Inc., 6277 Sea Harbor Drive, Orlando, FL 32887-6777.

Copyrights and Acknowledgments appear on page 383, which constitutes a continuation of
the copyright page.

Address for Domestic Orders
Harcourt, Inc., 6277 Sea Harbor Drive, Orlando, FL 32887-6777
800-782-4479

Address for International Orders
International Customer Service
Harcourt, Inc., 6277 Sea Harbor Drive, Orlando, FL 32887-6777
407-345-3800
(fax) 407-345-4060
(e-mail) hbint@harcourtbrace.com

Address for Editorial Correspondence
Harcourt College Publishers, 301 Commerce Street, Suite 3700, Fort Worth, TX 76102

Web Site Address
http://www.harcourtcollege.com

Printed in the United States of America
0123456789 048 987654321

Harcourt College Publishers



Learning Objectives

As we move into the twenty-first century, we also are moving quickly into the net-
worked economy. Whereas the industrial economy was built on producing goods by
leveraging human strength with machines, the networked economy will be built on
producing services by leveraging human knowledge with computers and connectivity.
The networked economy will be characterized by rapidly changing market conditions
and methods of commerce. It will also require that organizations concentrate on
improving their organizational productivity rather than worrying about personal pro-
ductivity. As a result, colleges and universities must immediately begin to prepare
their students to work in the networked economy. This textbook, Information
Technology and the Networked Economy, is aimed at helping educators do just that
by providing today’s business students with the knowledge of the networked economy
necessary to be successful employees and managers in the twenty-first century.

Every economy has needed an infrastructure to support the flow of goods and
services between buyers and sellers. For the networked economy, information tech-
nology (IT) provides that infrastructure in the form of computers and connectiv-
ity that can process data into information and share data, information, and
resources with others. Companies that want to survive and flourish in the net-
worked economy must understand how that infrastructure works and how to take
advantage of it. Learning how to use electronic commerce and the Internet to their
advantage will be essential, as virtually all commerce becomes electronic.
Information Technology and the Networked Economy uses this idea of informa-
tion technology as the infrastructure of the networked economy to link the two
concepts together.

When information technology is applied to organizations to help managers and
employees make decisions, the result is usually referred to as information systems.
These information systems must enable organizations to handle the present, remem-
ber the past, and prepare for the future. Handling the present requires organizations
to have some way of processing transactions. Remembering the past requires that
organizations find ways to use computers and networks to manage data, information,
and knowledge resulting from handling the present. Preparing for the future requires
that organizations use the stored data, information, and knowledge to make decisions
that will enable them to be successful in the future. It also requires organizations to
understand the use of electronic commerce to market and distribute products and
services over the Internet. Information Technology and the Networked Economy cov-
ers the use of information systems and electronic commerce to handle the present,
remember the past, and prepare for the future as a part of the preparation of the stu-
dent to work in the networked economy.

Information Technology and the Networked Economy is built around achieving
the following five key learning objectives. In so doing, it ensures that students will be
prepared to be successful employees and managers in the networked economy. After
reading this book, the student will be able to:
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Organization

I. Understand the networked economy and how information technology provides
the infrastructure for this new economy.

2. Describe how information technology is used to process data into information
and to share data, information, and resources.

3. Discuss how information systems are used in organizations to handle the present,
remember the past, prepare for the future, and to use electronic commerce.

4. Discuss the issues involved in the selection, acquisition, and development of
information systems.

5. Understand the effect that information technology and the networked economy
will have on crime, security, privacy, ethics, and society.

Achieving these learning objectives will go a long way toward providing the stu-
dent with an understanding of the networked economy, information technology,
information systems, and their effect on society.

To achieve the learning objectives, Information Technology and the Networked
Economy is divided into four parts, as shown in the table below. In general, these
parts should be covered in the order in which they appear, as should the chapters
within each part. The one exception to this is part 4, which can be covered immedi-
ately after parts 1 or 2 have been covered if so desired. Because part 3, the design and
development of information systems, is dependent on an understanding of the mate-
rial on information systems in part 2, parts 2 and 3 should be covered in sequential
order.

Part | Topical Coverage

| Introduction to Information Technology and the Networked Economy

Information Systems in Organizations

Design and Development of Information Systems

S (W

Issues in the Networked Economy

Part 1 provides information about the networked economy and information tech-
nology. This part includes chapters on the networked economy, elements of infor-
mation technology, and networks for sharing data, information, and resources.

Part 2 covers the effects of information technology on organizations and includes
chapters on transaction processing systems for handling the present, organizational
memory for remembering the past, decision support systems for preparing for the
future, and electronic commerce as a way of transforming organizations. This sec-
tion provides the student with a complete discussion of information systems as
they enable organizations in the networked economy not just to survive, but to
grow.

Part 3 considers the issues involved in developing or acquiring information sys-
tems. This includes topics on designing new information systems and making the
decision whether to acquire, outsource, or develop the new system. This section
also covers the process of developing an information system. These chapters pro-
vide the student with an understanding of the systems development process includ-
ing the structured approach, RAD, outsourcing, and acquisition.

Finally, part 4 covers the impact of information technology and the networked
economy on society in the areas of security, crime, privacy, ethics, health, and
lifestyle. This includes a chapter on crime and security in organizations, a chapter
on privacy and ethical issues, and a chapter on the societal issues associated with
information technology and the networked economy.
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To prepare readers to work in the networked economy using information technology
and information systems, Information Technology and the Networked Economy uses
a variety of pedagogical elements. An important element is a case, fareastfoods.com,
that runs through all of the chapters. Involving a small distributor of oriental foods
via the Internet, this case provides students with a look at the ways in which companies
use information technology and information systems to transact business in the net-
worked economy. Fareastfoods.com takes orders over the Internet that it fulfills by
ordering individual items from wholesalers. The individual food items are combined to
create a shipment that is picked up by a package delivery company and delivered to the
customer. As we move through the book, the various aspects of information technol-
ogy and information systems are applied to the company. For example, in the chap-
ters on systems development (chapters 8 and 9), a new information system is created
for the company.

Other pedagogical elements in this book include Quick Review questions after
each major section, sixty boxed inserts, review questions, discussion questions, and
a case at the end of each chapter. The Quick Review questions enable students to
check their understanding of the material immediately after reading it. Answers to
these questions are available on the Web site associated with the book so students
can gauge their comprehension of the material.

There are five boxed inserts in each chapter covering six different focus areas:
management, society, technology, the Internet, and people. They provide interest-
ing information about elements of the networked economy beyond the material
covered in the body of the chapter. The Focus on Management boxes discuss com-
panies or situations that illustrate business situations or problems in the networked
economy. For example, the Focus on Management box in chapter 1 describes the
transition of General Electric to the use of electronic commerce. The Focus on
Society boxes present scenarios or problems associated with the onset of the net-
worked economy. For example, the Focus on Society box in chapter 12 covers the
problems facing people living in “Internet time.” The technology focus boxes
describe, in greater detail, technologies associated with the chapter topic. For exam-
ple, the Focus on Technology box in chapter 3 describes the latest technology for
wireless access to the Internet. The Focus on the Internet boxes describe Internet
applications or companies that use or support the chapter topic. For example, in
the chapter on security and crime (chapter 10), the Internet focus box describes a
new Internet application that enables users to securely save electronic documents in
Safe-DepositBox.com. Finally, the Focus on People boxes provide an inside look at
people closely associate with the growth of the networked economy. For example,
the Focus on People box in chapter 6, on decision support systems, describes Bill
Inmon, the father of the data warehouse.

The review and discussion questions at the end of the chapter provide the reader
with an opportunity to review what they have learned from the chapter and to
research and discuss issues associated with the material. The end-of-chapter case,
WildOutfitters.com, is a continuing case that introduces the reader to Alex and
Claire Campagne, owners of a small shop specializing in equipment and provisions
for outdoor recreation located near the New River Gorge of West Virginia. The
Campagnes are moving their business onto the Internet and the case asks students
to apply what they have learned in the chapter to the development of the company.
The WildOutfitters.com cases also requests that readers use Microsoft Office (or
equivalent software) to solve problems associated with the situation described in
the case.

In addition to this textbook, there are a variety of ancillary items that are a part of
the Information Technology and the Networked Economy package. These include
a complete set of slides in Microsoft PowerPoint format, created by Norman
Hollingsworth of Georgia Perimeter College; and a Test Bank, in electronic format,
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