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After completing this chapter, you will be able to: 
 

} Name the main functional areas of operation used in business 
 

} Differentiate between a business process and a business function 
 

} Identify the kinds of data each main functional area produces 
 

} Identify the kinds of data each main functional area needs 
 

} Define integrated information systems, and explain why they are essential in 
ǘƻŘŀȅΩǎ Ǝƭƻōŀƭƭȅ ŎƻƳǇŜǘƛǘƛǾŜ ōǳǎƛƴŜǎǎ ŜƴǾƛǊƻƴƳŜƴǘ 
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} Enterprise Resource Planning (ERP) programs: Core software used by 
companies to coordinate information in every area of business 
 

ƁHelp manage companywide  
business processes 
 

ƁUse common database and  
shared management reporting tools 
 
 
 
 
 
 
 
 

} Business process: collection of activities that takes some input and 
creates an output that is of value to the customer 
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} To understand ERP, you must understand how a business works 
 

ƁFunctional areas of operation 
 

ƁBusiness processes 
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} Marketing and Sales (M/S) 
 

} Supply Chain Management (SCM) 
 

} Accounting and Finance (A/F) 
 

} Human Resources (HR) 
 
 
 

} Business functions: Activities specific  
to a functional area of operation 
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Figure 1-1  Examples of functional areas of operation and their business functions 

Functional Areas of Operation (contõd.) 
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} Functional areas are interdependent 

ƁEach requires data from the others 
 

} Better integration of functional areas leads to improvements in 
communication, workflow, and success of company 
 

} Information system (IS): Computers, people, procedures, and software 
that store, organize, and deliver information 
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} Collection of activities that takes one or more kinds of input and creates 
an output that is of value to  customer 

ƁCustomer can be traditional external customer or internal customer 
 

} Thinking in terms of business processes helps managers to look at their 
ƻǊƎŀƴƛȊŀǘƛƻƴ ŦǊƻƳ ǘƘŜ ŎǳǎǘƻƳŜǊΩǎ ǇŜǊǎǇŜŎǘƛǾŜ 
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Figure 1-2  Sample business processes related to the sale of a 

personal smartphone 
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} .ǳǎƛƴŜǎǎŜǎ Ƴǳǎǘ ŀƭǿŀȅǎ ŎƻƴǎƛŘŜǊ ŎǳǎǘƻƳŜǊΩǎ ǾƛŜǿǇƻƛƴǘ ƛƴ ŀƴȅ ǘǊŀƴǎŀŎǘƛƻƴ 
 

} Successful customer interaction 

ƁCustomer (either internal or external) is not required to interact with each 
business function involved in the process, i.e. customer-facing functions versus 
support functions 
 

} Successful business managers view business operations from the 
perspective of a satisfied customer 
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} Sharing data effectively and efficiently between and within functional 
areas leads to more efficient business processes 

} Integrated information systems: Systems in which functional areas share 
data 
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Figure 1-3  A process view of business 
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} Businesses take inputs (resources) and transform these inputs into goods 
and services for customers 
 

ƁInputs: Material, people, equipment 
 

} Managing inputs and business processes effectively requires accurate and 
up-to-date information 
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