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INformation

Technology
and e-Commerce

Objectives

After studying this chapter and
doing the exercises, you should
be able to:

Summarize the demands
information technology places
on the manager’s job.

Describe positive and negative
consequences of information
technology for the manager.

Discuss the impact of the
Internet on customer and
other external relationships.

Explain the effects of the
Internet on internal company
operations.

Pinpoint factors associated
with success in e-commerce.

erry Driggs, chief operation officer of Little Earth, took four

months one winter to move his business onto the NetSuite

system. (The system features a dashboard—software that
presents corporate information such as sales data and customer
service requests on a PC in colorful graphics, similar to an
automobile speedometer.) Little Earth sells funky eco-fashion
products, such as a handbag made with recycled license plates.
Today half of the company’s 50 employees use the system to
manage their production, sales, and financial operations. “Once
you see it is so intuitive, you wonder how we ran the business
before,” says Driggs.

In fact, Driggs ran the business by the seat of his pants, and
it showed. Because the company had no system to measure its
production requirements or level of raw materials, much of which
came from China, it took about six weeks to make and ship a
handbag. And Little Earth constantly struggled with cash prob-
lems because Driggs would often buy more trim pieces than he
needed. “You used to see dollars sitting on the shelves,” he says.
Now, using NetSuite, Driggs can monitor his purchase orders and
inventory levels, and the system even alerts him when he is run-

ning low on closures and other parts. The result: Little Earth has
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slashed its shipping time to three days. “All those things that used to drive us

crazy are literally at out fingertips,” says Driggs.*

The story about the fashion company CEO relying on dashboard soft-
ware to help operate his business efficiently illustrates how information
technology has become incorporated in the manager’s job. This chapter
highlights how information technology, including e-commerce, influences
the manager’s job. Although e-commerce is part of information technology,
it is described separately here because of its profound impact on both the
manager’s job and the conduct of the business. Your present knowledge of
information technology, including computers, provides the necessary techni-
cal background for understanding this chapter.

INFORMATION TECHNOLOGY
AND THE MANAGER’S JOB

Learning
Obijective

Summarize

the demands
information
technology places
on the manager’s
job.

Information technology changes the work methods of workers in a wide
variety of jobs. For example, office workers are rarely out of touch with their
computers, and associates in auto supply stores use computerized databases
to search for the availability of replacement parts. Managerial workers also
feel the profound influence of information technology. In this section we
look at the heavy demand information technology places on managers, as
well as the specific impact of wireless devices.

Increased Demands Placed on Managers
From the perspective of work methods, the landscape of a manager’s job
looks substantially different. Instead of handing work to an office assistant,
the manager now types, sends, and receives his or her own messages, and
makes appointments on a palm-sized computer. Our concern here, how-
ever, is with the broader implications of the changes created by informa-
tion technology. Management today must build an organization that
constantly transforms itself because information technology increases com-
petition. For instance, Mark Kolko, the CEO of a supplier of industrial
motors, said there is no such thing as a loyal customer
anymore because other vendors can be found so readily

INFORMATION TECHNOLOGY through the Internet.?

AND E-COMMERCE

“Go to academic.cengage.com/

management/dubrin and

the video. What other types of

Managers must develop and respond continuously to
new technologies, new types of businesses, and new people in
the form of employees and customers. Information technology

ew itself changes so rapidly that managers must adapt them-

information technology systems selves to the changes, and help others adapt. For example,
might be useful to Peet’s?” managers expect and prepare for productivity dips while

workers adapt to a new companywide software system.

1 Spencer E. Ante with Jena McGregor, “Giving the Boss the Big Picture,” Business Week, February 13, 2006, pp. 50-51.
2 Interview with Mark Kolko, CEO of Power Equipment Co., Rochester, New York, October 14, 2006.
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Another general issue with technology, including information technology,
is how the development and spread of the new technology increases the impor-
tance of innovating to remain competitive. The continuous development of
technology decreases product life cycles, creating more pressure on managers
and workers involved in the development and manufacture of products.

Information and communications technology is at the center of the techno-
logical revolution. This technology is used in most business firms and provides
an integral part of many systems, such as inventory control. Information tech-
nology makes globalization more practical because it allows ready access to
employees all over the world at nominal cost. The same technology makes it
feasible to customize many industrial products by combining special features
with standard features, such as a Dell computer to meet your personal
preferences.

The sampling of technological changes just mentioned illustrates why infor-
mation technology pushes managers into a continuous learning mode. Even if
the manager is not an expert on how to use information technology to custom-
ize mass-produced products, the manager still requires a working understanding
of the process. Otherwise, he or she will seem foolish when asked questions.

The Wireless Environment, Including Wi-Fi

A specific, direct consequence of information technology comes from
managers’ use of wireless communication devices to facilitate their work
from different locations. For almost a century, managers used wired tele-
phones to stay in touch with the office. In the modern environment, a
rapidly evolving number of devices give managers more constant access to
the office and to customers. Cell phones, personal digital assistants (such
as the BlackBerry), and laptop computers are standard in the manager’s
tool kit.

Many managers use laptop computers away from the office for the
same purposes they would use a desktop computer when in the office.
Managers who travel find laptops particularly convenient for preparing
daily reports as well as processing e-mail and conducting Internet
searches while on the road. The growing availability of Wi-Fi has
enhanced the value of laptop computers because the Internet can be
accessed even when an electric outlet is not available. (Wi-Fi refers to
wireless fidelity, a high-speed, high-capacity network built on radio sig-
nals.) Most business-oriented hotels and restaurants now offer Wi-Fi
networks, as do Internet cafés. A current limitation to Wi-Fi is that hack-
ers can penetrate these networks easier than they can cell phones and
wired Internet access.

To use most mobile devices effectively, the manager must be able to toler-
ate a miniaturized keyboard and have sharp vision. Also note that not every
manager finds these devices comfortable or productive. For example, many
managers and professionals still prefer paper-based desk planners over per-
sonal digital assistants. And many managers can wait until they return to the
office to obtain information through e-mail and the Internet so they can enjoy
the comforts of a large monitor.
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THE POSITIVE AND NEGATIVE CONSEQUENCES
OF INFORMATION TECHNOLOGY

Learning Information technology is integrated into the everyday work of first-level and
Objective middle-level managers and staff professionals. Top-level managers also rely on
Describe the ~ PCs and laptops to conduct their work. Furthermore, executives who depend
positive and  on office assistants to access their e-mail, or open Web pages, are extremely
negative  rare. The vast majority of executives are information tech-savvy. Here we look

COMSEQUENCES 4t both the advantages and disadvantages of information technology as part

of information f th ..
technology for the ~ ©Of the manager's job.

manager.

Positive Consequences of Information Technology for the Manager

An information technology revolution that did not help managers, other
workers, and organizations perform better would not last. The following
description of the positive consequences of IT emphasizes its benefits to
managerial work. Exhibit 14-1 outlines these potential advantages.

Improved Productivity and Teamwork

A major justification for installing information technology is its capability
for improving productivity. Information technology facilitated much of the
slimming down of organizations. A reduction in staffing leads to increased
productivity, providing that the sales volume remains constant or improves.
For example, most banks found they could reduce the number of branches
and consolidate customer service into centralized call centers. From the per-
spective of the job seeker, a negative side to improved productivity has been
slow job growth.

Small business owners can increase their productivity in many ways by
exploiting information technology. An advanced application of IT is using
online services to find sources of investment capital. The business owner
posts a message to which potential investors (venture capitalists) respond.

exnibit 14=1  Positive Consequences of Information Technology for the Manager

Information technology can help the manager work smarter.

-

. Improved productivity and teamwork

Increased competitive advantage

Enhanced business models

Improved customer service and supplier relationships

Enhanced communication and coordination, including the Virtual Office
Quick access to vast information (e.g. dashboard)

Enhanced analysis of data and decision making

Greater empowerment and flatter organizations

Time-saving through employee self-service

. Monitoring work and employee surveillance

O 00 N O U1 A W N
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Finding investors online can be quicker than extensive letter writing and
telephone-calling campaigns.

Information technology enhances teamwork by allowing team members
to maintain frequent contact with each other through e-mail and pagers.
Even if the group cannot hold an in-person meeting, team members can give
electronic feedback to each other’s ideas. Furthermore, with extensive use of
IT, teammates can work in geographically dispersed locations. (The virtual
office will be described later.)

Increased Competitive Advantage

Effective use of information technology can give a firm a competitive advan-
tage. Information technology enables companies to conduct business in ways
that would be impossible without such technology. For example, it would be
difficult to buy and sell used cars throughout the country without using the
Internet, such as done through eBay. The alternative would be to use a com-
bination of toll-free telephone numbers along with faxing photos of the
vehicles. Today, not using modern information technology makes a company
noncompetitive. Imagine how embarrassing it would be for a company to
have neither a Web site nor e-mail for interacting with customers and suppli-
ers. Today, even low-tech establishments like restaurants and sub shops
often have Web sites and e-mail addresses.

Enbanced Business Models

A business model refers to a company’s general plan for earning money, such
as Victoria’s Secrets selling merchandise through toll-free telephone numbers,
by mail, physical stores, and online. By using information technology,
Victoria’s Secrets has expanded its method of distribution. Information
technology assists not only in direct selling but also in maintaining inventory
and targeting expensive catalogs to the right potential buyers. Business strat-
egy expert James Champy cites the Dell model as being dependent on infor-
mation technology: Build to order while reducing costs substantially and
creating a direct path to the consumer. This model would not work without
information technology. The Internet enables a tech-savvy company like Dell
to extend the model even further, smoothly interacting with suppliers and
providing new channels to customers.®> Note that an enhanced business
model is another way of gaining competitive advantage.

Improved Customer Service and Supplier Relationships

Advances in information technology, including networking, can lead to
improved customer service and smoother working relationships with
suppliers. Customer service improves when service representatives can imme-
diately access information to resolve a customer problem. USAA, a large
financial services firm, provides a model for the industry in terms of prompt
service. The company sells insurance directly to the public, without the use
of external sales representatives or insurance agents. Policyholders can call
an 800 number to receive immediate answers to complex questions such as

3 James Champy, “Technology Doesnt Matter—but Only at Harvard,” Fast Company, December 2003, p. 119.
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extranet

A secure section

of a Web site that
only visitors with a
password can enter.

virtual office
Employees who
work together as if
they were part of a
single office despite
being physically
separated.

e-leadership
Providing leadership
to people when their
work is mediated

by information
technology.
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how much rates will increase if a 16-year-old family member becomes a
licensed driver.

Supplier relationships can be more productive when suppliers and pur-
chasers are part of the same network. Large retailers such as Wal-Mart
authorize some of their suppliers to ship and stock goods based on electronic
messages sent from point of purchase to the suppliers’ computers. When
inventory gets low on a fast-moving item, supplies are replenished automati-
cally without a retail store official having to make a phone call or send a
letter.

Another development to improve customer services is the extranet, a
secure section of a Web site that only visitors with a password can enter.
Many financial services firms use an extranet to allow customers to manage
accounts and trade stocks online. The extranet is also used to share inven-
tory or customer information with suppliers, send information to vendors,
and sell products and services.

Enbanced Communication and Coordination, Including the Virtual Office

Nowhere is the impact of information technology on the manager’s job more
visible than in communication and coordination. By relying on information
technology, managers can be in frequent contact with group members with-
out being physically present. They can also be part of the virtual office, in
which employees work together as if they were part of a single office despite
being physically separated. Highly coordinated virtual office members form
a virtual team. Such teams are groups of geographically separated coworkers
who are assembled using information technology to accomplish a task.

Virtual teams rarely meet face-to-face. They are sometimes established
as temporary structures to accomplish a specific task such as developing a
companywide mentoring program. At other times virtual teams assume an
ongoing responsibility such as providing input for the future direction of the
organization. Geographically dispersed workers, such as those working in
different countries or in different parts of the same country, are sometimes
assigned to virtual teams.

The virtual office and virtual teams conduct much of the work through
virtual meetings, a gathering of participants in scattered locations using
videoconferencing or e-mail. A videoconference enables people to see and hear
each other through real-time video. Virtual meetings can accommodate from
4 to 200 people. Large firms often establish their own videoconferencing cen-
ters, whereas smaller firms typically rent a center as needed. Videoconferencing
can enhance productivity by reducing travel costs and time, and also appeals
to workers who fear flying and dislike going through airport security.

Frequent electronic contact with company employees, customers, and
suppliers enhances coordination. The alternative is for the manager to com-
municate primarily when back at the office. A high-tech manager is never
away from the office—even if he or she would like to be!

Virtual teams, virtual meetings, and other means of communicating via
information technology have created the necessity for e-leadership, or pro-
viding leadership to people when their work is mediated by information
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technology. Instead of a warm smile and a handshake, the leader might send
a congratulatory note by e-mail. Or the leader might set up a chat room to
obtain input from workers about a controversial or complex issue. The gen-
eral idea is that the e-leader relies heavily on information technology to build
and maintain relationships with group members.*

Quick Access to Vast Information

Information technology gives managers quick access to vast amounts of
information. A careful library researcher could always access vast amounts
of business-related information. Advances in information technology, how-
ever, allow for fingertip access if the manager has the right computer search
skills. For example, a sales manager might want a targeted list of prospects
for her company’s new pool tables. She uses an electronic database to locate
sporting goods stores in her region, ranking them by revenue and zip code
to streamline her sales strategy.

A major contributor to accessing information quickly is the company
intranet, a Web site for company use only. Workers at all levels can use the
intranet for critical information such as inventory levels, new product devel-
opment, and sales. According to WiseGeek.com, executives make regular
use of an intranet for such purposes as accessing bottom-line information
like quarterly profit/loss reports, company stock reports, profiles of key
employees and customers, and meeting minutes.® Google uses an intranet to
collect employee suggestions for improving the company’s products and ser-
vices. Employees from all departments are expected to regularly submit
ideas to advance the company.

The Web-based dashboard described in the chapter opener might be
classified as a type of intranet. The essential idea behind a dashboard is that
it places all the computerized data the manager, business owner, or corpo-
rate professional might need in one place. Instead of a batch of reports to
integrate, the dashboard generates key data in an easy-to-read, constantly
updated dashboard-style readout. For a dashboard to be highly valuable, the
manager must first identify the company’s critical drivers (or success fac-
tors). These typically include revenue and sales data, and marketing data
such as new sales leads. Other drivers include customer satisfaction, and
worker productivity and satisfaction. Lewis Farsedakis, the owner of the
cosmetics firm Blinc Inc., says, “The dashboard [supplied by NetSuite]
enables me to measure the business results on a daily basis. It also enables
me to catch business problems as they emerge, as opposed to later.”®

Although dashboards have a scientific, slick appearance they provide use-
ful readouts only if they are based on accurate data. For example, is someone
who clicked on your Web site to receive product information truly a sales
lead? Or is a sales lead someone who has received the production information
and has requested that a representative visit his or her company?

4 Bruce J. Avolio and Surinder S. Kahai, “Adding the ‘E’ to E-Leadership: How It May Impact Your Leadership,” Organizational
Dynamics, No. 4, 2003, pp. 325-326.

5 “What is an Intranet?” http://www.wiseGEEK.com, accessed October 17, 2006.

6 The information about dashboards and the quote are from Mark Henricks, “Dashing Looks,” Entrepreneur, August 2006, p. 60.
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A password-
protected Web
page that allows
for collaboration of
multiple users.
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Enbanced Analysis of Data and Decision Making

Closely related to gathering a wider array of information, information tech-
nology allows for better analysis of data and decision making. Managers at
business firms of all sizes now analyze data better to improve efficiency.
A before-and-after example follows:

The office manager of a large medical practice in Birmingham, Michigan,
observed that during December, January, February, and the first half of
March many patients cancelled their appointments. As a result, revenue for
the medical group was down during these months. The medical staff as well
as the office manager accepted these cancellations as a reality of medical
practice. The office manager then decided to conduct a computerized statisti-
cal analysis of which patients in particular had the most cancellations. It was
found that, in general, older patients as well as others with mobility problems
had the highest number of cancellations during the most severe part of win-
ter. The partial solution to the cancellation problem was for a member of the
office staff to telephone older patients and those with mobility problems in
advance and encourage them to visit the office along with the suggestion of
having a family member or friend drive them to the office. The outreach pro-
gram, based on an analysis of patient data, reduced wintertime cancellations
40 percent.

Another way in which information technology helps managers make
better decisions is through gathering multiple inputs on an online document
before taking action. A wiki is a password-protected Web page that allows
for the collaboration of multiple users. Each contributor can add ideas to the
document or plan, plus make suggestions for improving the suggestions of
other contributors. Visualize a manager posting on the company wiki a pro-
posal for reducing retirement costs. He suggests reducing the pension of
every retiree by $60 per month. One of the collaborators on the document
writes, “You better not rush into this. The negative publicity for our com-
pany could be enormous.” Several other collaborators agree with the com-
ment about the bad publicity, so the manager decides to look for another
way to reduce costs.

The two main benefits of wikis are boosting group productivity, and
serving as a business knowledge base where information is stored and read-
ily accessed. Informative, a Brisbane, California-based marketing company,
found that using as wiki reduced the amount of group e-mails and intranet
traffic required to accomplish projects.”

Greater Empowerment and Flatter Organizations

The widespread use of information technology gives more workers access to
information they need for decision making. As a result, more workers can be
empowered to make decisions. Fewer layers of management are needed to
act as information conduits. Instead, workers at lower levels access informa-
tion directly through computer networks. Information technology therefore

7 Amanda C. Kooser, “Get Wiki with It: Boost Group Productivity—and Cut Down on e-Mails—with Wiki,” Entrepreneur,
April 2005, p. 28.
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provides line employees with the documents they need to perform their jobs
more effectively and make decisions on their own.

Time Saving Through Employee Self-service

Another important way in which information technology benefits managers
is when employees are able to serve themselves in some areas rather than
requiring managerial or staff assistance. Managers are freed from the need
to supervise routine activities. Also, from the standpoint of top manage-
ment, fewer managers and staff support need to be hired.

A notable example of information technology—based employee self-service
is the electronic travel and expense reporting (T&E) system used at Cisco
Systems Inc. Employees submit expense reports through an intranet and
browser. When an employee logs on to the system, it registers charges from
his or her corporate American Express card. The employee then adds out-of-
pocket expenses and the system generates a travel and expense report. Within
four days, the employee receives the reimbursement by direct deposit to his or
her bank. Expense reports submitted by paper took 21 days for reimburse-
ment at Cisco.

Another advantage to the company is that the system can spot discrepan-
cies and send the e-form back to the employee for clarification. A suspicious
form can be routed for audit approval. However, after all the proper informa-
tion is in place, the system can generate the credit card payments to American
Express and cash reimbursements to the employee. By automating the pro-
cess, Cisco auditors boosted the number of claims they can review annually
from 19,000 to 35,000. The firm saves money by paying off credit card debt
faster. Additionally, the cost of processing an expense report went from
upwards of $25 down to $3.

Cisco now uses many of the same self-service techniques to improve its
internal travel reservation system. Jennifer Loftin, manager of T&E automation,
says, “It’s letting managers and employees focus on high-value activities.”®

Monitoring Work and Employee Surveillance

Automation in the workplace not only changes how employees labor, it changes
the ability of management to measure and monitor the work, and the workers.
In many jobs—especially in manufacturing and the more mechanical service
industries—employees are increasingly held to standards derived from metering
or measuring the work. Management also has new responsibilities and tools to
oversee employee behavior in the wired workplace. Closer monitoring of work
might be perceived as an advantage of information technology from the per-
spective of some managers. However, some workers and managers as well
might perceive such surveillance to be a negative feature of information technol-
ogy. The topic of computer-aided monitoring of work will be reintroduced in
Chapter 15 about controls. One example of technology-based employee surveil-
lance will therefore suffice for now:

8 Samuel Greengard, “Technology Finally Advances HR,” Workforce, January 2000, pp. 38-39.
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An employee called in sick to Scott McDonald, CEO of Monument
Security in Sacramento, California. The CEO decided to investigate. He had
already informed bis staff of 400 security guards and patrol drivers that he
was installing Xora, a software program that tracks workers’ whereabouts
through surveillance technology on their company cell phones. A Web-based
“geo-fence” around work territories would alert the boss if workers strayed
or even drove too fast. (The technology also enabled McDonald to route
workers more efficiently.) So when McDonald logged on, the program told
him exactly where the worker was—and it wasn’t in bed with the sniffles.
“How come you’re eastbound on 80 heading to Reno right now if you're
sick?” asked the boss. There was a long silence—the sound of a job ending—
followed by “You got me.”™

What is your opinion of the fairness of using Xora to track the where-
abouts of workers? Also, does a worker have the right for an occasional
“mental health day” at Reno, Nevada?

Negative Consequences of Information Technology

Information technology continues to make extraordinary contributions to
organizational productivity. Nevertheless, the same exciting technology pro-
duces some unintended negative consequences. Even when these negative
consequences do not affect the manager directly, he or she usually plays a
major role in dealing with the consequences. For example, if extensive use
of information technology deteriorates customer service, the manager faces
angry customers and discouraged employees. Awareness of these potential
problems can help managers prevent them from occurring.

1. Wasting time at the computer. One subtle problem occurs when managers
or other employees become computer goof-offs. They spend so much time
attempting new computer routines and accessing information of question-
able value that they neglect key aspects of their jobs. Some managers, for
example, would prefer to surf the Internet for low-value information than
to confront an employee about a discipline problem. Lost productivity is a
major problem as workers surf the Internet for nonwork reasons. According
to an Accountemps survey of senior executives, workers spend an average
of 56 minutes per day with nonwork-related Internet use.' A related prob-
lem is bandwith waste, as workers download complex graphics and videos
(especially with the popularity of YouTube). Legal liability may surface when
workers transfer or display sexually explicit content because such material
may be interpreted as creating a hostile work environment. E-mail and
Internet-born viruses may work their way into the company’s information
technology system as a by-product of surfing.

2. Repetitive-motion disorders. As was described in Chapter 7, information tech-
nology contributes to repetitive motion disorders found in the workplace.

In addition to well-designed workplaces, improved technology may decrease

9 Kristina Dell and Lisa Takeuchi Cullen, “Snooping Bosses,” Time, September 11, 2006, p. 62.
10 Survey cited in “Workers Dawdle on Net an Hour a Day, Firm Says,” Rochester (NY), Democrat and Chronicle, August 22,
2005, p. 10D.
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repetitive-motion disorders. Voice recognition systems enable computer users to
dictate commands into word processors, thereby cutting back on keyboarding.
The software is cumbersome at present because it has to be adapted to an indi-
vidual user’s speech patterns, including pronunciation and accents. Dictation
software now allows for continuous speech, rather than pauses between words
as in the past. But watch out for the “Wreck a nice beach” problem. (Repeat
“Wreck a nice beach” a few times until you get the joke.)

3. Deterioration of customer service. A problem of considerable magnitude
comes from the deterioration in customer service that sometimes accom-
panies information technology. Many banks, for example, force customers
with a service problem to call a toll-free number rather than allowing them
to deal with a branch representative. A voice-response system instructs the
customer to punch in lengthy account numbers and make choices from a
complicated menu. The process is time-consuming and impersonal, and
difficult for customers unfamiliar with information technology. A related
problem occurs when highly automated customer-service operations appear
unfriendly and detached. An extensive investigation into self-service technol-
ogies uncovered several areas of customer discontent. Self-service machines
were often broken, Web sites were down, personal identification numbers
failed to work, and items were not shipped as promised.!" (The same study
also found many positive features of employee self-service such as being
able to order goods 24/7.)

4. Dealing with baffled consumers. Another challenge for managers in dealing
with consumers in the information age is that some electronic products are
baffling to use for many people. As a result these customers become dissat-
isfied customers, and the manager may have to deal with angry customers
and poor sales of a particular product. A case in point are advanced digital
cameras that come with a 125-page operator’s manual—not including the
software guide. Analysts attribute some of the blame to falling electronics
prices, which leaves less money to spend on after-sales service. The problem
for managers is that many consumers may finally be getting fed up. People
are embracing the latest gadgets with less enthusiasm than for previous
generations of technology, partly because the new consumer electronics are
difficult to comprehend. A small industry of information technology techni-
cians who make house calls has arisen to help baffled consumers. One such
national chain is Geeks on Wheels. However, there is a limit to how many
baffled customers are willing to pay an outside firm to help them work their
information technology gadget.

5. Wired managerial workers. As implied in the discussion of wireless commu-
nication, information technology results in wired managerial workers. Being
electronically connected to the office at all times leads many managers and
professionals to complain that their employers expect them to be always
available for consultation. Many managers, for example, are expected to
bring pagers, laptop computers, and cell phones on vacation so they can

11 Mary Jo Bitner, Amy L. Ostrom, and Matthew L. Meuter, “Implementing Successful Self-Service Technologies,” Academy of
Management Executive, November 2002, p. 110.
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respond to inquiries from the office and customers. The spreading use of
Wi-Fi intensifies the problem because there are more opportunities to remain
linked to the office. Another contributor to mobile computing, and keeping
managers connected to the office, are key fobs that enable employees get
beyond corporate firewalls from anywhere. The devices establish a private
network for access to e-mail and intranets.'? A problem noted with devices
such as a BlackBerry is that managers sometimes make decisions too quickly
because instant communication lends itself to superficial thinking. Instead of
reflecting on a problem, the manager dashes back an answer to a problem.

6. The encouragement of nonproductive multitasking. A major negative con-
sequence of information technology is that it encourages inappropriate
multitasking. Using several electronic devices at once often interferes with
a person’s ability to concentrate carefully on the major problem at hand.
Computerized information encourages multitasking to the point that may
managers feel they are wasting time unless they are attempting two tasks at
once, such as talking on a cell phone and accessing e-mail at the same time.
The problem is that diminished concentration often leads to poorer-quality
work. “Multitasking doesn’t look to be one of the great strengths of human
cognition,” according to James C. Johnston, a research psychologist at
NASA. “It's almost inevitable that each individual task will be slower and of
lower quality.”'* Another way to understand the potential hazards of multi-
tasking is to personalize the problem. If you were a passenger in an airplane
going through a storm would you want the pilot to be chatting on the cell
phone or reading e-mail while commandeering the plane?

THE IMPACT OF THE INTERNET ON CUSTOMERS
AND OTHER EXTERNAL RELATIONSHIPS

Learning
Objective

Discuss the impact
of the Internet

on customer and
other external
relationships.

The Internet profoundly affects how business is conducted. Developments
of similar magnitude include electricity, the railroad, and the interstate
highway system. As a consequence, the Internet also influences managerial
work, especially the technical problem-solver role of a manager who might
be contributing ideas about such work as marketing, purchasing, and
information systems. Even when managers are not directly involved in
such specialized activities, they are still concerned with making decisions
about the Internet. Here we look at six ways in which the Internet affects
external relationships: e-commerce marketing, e-commerce purchasing,
changing of intermediaries, enhanced globalization, integrating the old and
new economies, and living with increased visibility.

12 Robert D. Hof, “The Future of Tech: The Power of Us,” Business Week, June 20, 2005, p. 90.

13 Bill Husted, “Execs Embrace, Lament Always Being in Touch,” The Atlanta Journal Constitution, http://www.ajc.com,
June 9, 2006.

14 Quoted in Jared Sandberg, “Cubicle Culture: Yes, Sell All my Stocks. No, the 3:15 from JFK. And Get Me Mr. Sister,” The Wall
Street Journal, September 12, 2006, p. B1.
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The Marketing Side of e-Commerce

The biggest impact on business comes from selling many goods and services to
other businesses and consumers over the Internet. Eighty percent of business
conducted on the Net today takes place between firms (B2B, or business-to-
business) rather than with individual consumers. Business-to-business sales
online are running about $800 billion per year, whereas e-tailing sales are
approximately $130 billion. Online shopping, however, still accounts for only
about 5 percent of all retail sales. According to Shop.org, retail sales in general
are growing about 3 percent per year, where online growth is in double digits."
Michael Dell is one of many influential business executives who believe that
online business will continue to grow.!*

The influence of the Internet on marketing is far greater than on sales
conducted online because many consumers first research a product online
and then make a purchase at a store. A specific example of the interrelation-
ship between online and offline selling might occur in this manner: A person
reads a print ad about a Web site, visits the Web site to learn about a specific
product, and then visits the store to make the purchase.

E-commerce affects managerial work in two major ways. First, the manager
must be familiar with e-commerce to suggest strategies for marketing over the
Internet and resolving problems. Second, managers who formerly worked directly
with salespeople (such as coaching and motivating) may have fewer subordinates.
One Web specialist might replace 50 face-to-face salespeople. The manager, with
fewer people to supervise, would spend more time developing business strategy
and perhaps interacting with a few major customers. Exhibit 14-2 presents some
technical details managers need to know in working with e-commerce.

exhibit 14-2 | How to Make Your Web Site Pop

Allan Gorman, director of Bandspa, a marketing and branding consultant firm in Montclair, New Jersey, offers the
following five tips for companies trying to make a splash on the Web:

1. Wow them from the first page. First impressions mean 2. Make it user f