LO 1-6
Describe how AIS assists the firm’s internal business processes.
AIS AND INTERNAL BUSINESS PROCESSES
Our discussion now turns to how an AIS can assist the firm with its internal business processes. An AIS within a firm is usually the foundation for an enterprise system (ES)—also called an enterprise resource planning (ERP) system. An enterprise system is a centralized database that collects data from throughout the firm. This includes data from orders, customers, sales, inventory, and employees. These data are then accumulated in the centralized database and made available to all enterprise system users, including accounting, manufacturing (or operations), marketing, and human resources. As the data are integrated into one single, centralized database to become useful information, authorized employees throughout the firm (from the CEO all the way to the
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lowest-paid line worker) have access to the information they need to make a decision. For most firms, the informational benefits of these integrated data include enhanced completeness, transparency, and timeliness of information needed to effectively manage a firm’s business activities.
As an example, an enterprise system can automate a business process such as order fulfillment. The enterprise system can take an order from a customer, fill that order, ship it, and then create an invoice to bill the customer. As an example, when a customer service representative receives a customer order into an enterprise system, she has all the information needed to approve and complete the order (e.g., the customer’s credit rating and order history from the finance module of the centralized database, the firm’s inventory levels to see if the product is available from the warehouse module of the centralized database, and the shipping dock’s trucking schedule from the logistics module of the centralized database). Once the order is complete, the enterprise system routes the order to the warehouse and shipping department for order fulfillment and shipping and then to the finance department to make sure the customer is invoiced. During the process, all workers in the various departments can see the same information and update it as needed. As problems arise (e.g., backordered products, returned products, trucker strike, etc.), the enterprise system gives all within the firm the most current information to address these issues.
The enterprise system serves as the backbone of the firm’s internal business processes and serves as a connection with the external business processes with external partners as discussed in the next section.
LO 1-7
Assess how AIS facilitates the firm’s external business processes.
AIS AND EXTERNAL BUSINESS PROCESSES
Firms do not work in isolation. They are always connected to both their suppliers and customers and their wants and needs. As shown in Figure 1.6, the AIS assists in business integration with external parties such as suppliers and customers. The firm’s interaction with the suppliers is generally called supply chain management, and the interaction with its customers is generally called customer relationship management.
FIGURE 1.6
AIS and External Business Processes
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