Chapter 4. Solutions

Q.3.  Reasons why people circumvent the formal IS planning process include: planning is difficult and costly (time, money, people, other resources), people want short‑term results, people disagree with the IS vision/architecture, people do not want to change the current system or plan, and many people fear change.  On the one hand, these reasons are not justifiable because people may not be thinking and acting in the organization’s best interests.



The implications for poor or no strategic IS planning are many.  Users may not be able to access the data that they need, and issues with data compatibility may exist.  Users may receive mixed signals about strategic applications and how the organization desires to apply information technology.  Little or no guidance regarding the procurement of hardware and/or software may be provided.  Finally, this may lead to what F. Sweet has called the “Winchester Syndrome”  (April 1984, Datamation).  He reasoned that without proper planning, information systems will suffer the same fate as the famous Winchester Mystery House, with its false chimneys, doors that open onto blank walls, and stairways that lead to ceilings.  The Winchester Mystery House is a monument to “on the fly” design.  

Q.8. 
For example purposes, assume the sales representatives are located in Chicago, St. Louis, New Orleans, Boston, Dallas, and Phoenix.  The locations include northern California, upper-Midwest, Chicago, St. Louis, New Orleans, Boston, Dallas, and Phoenix.  For this organization, the units include research and development, manufacturing, accounting, finance, human resource management, sales, and information systems.  One central function is circuit manufacturing, which includes the processes of circuit printing, drying, and testing.  Another important function is circuit design, which includes the processes of drawing the artwork for a circuit and developing a prototype.  This organization uses many of the data entities that are commonly used by most manufacturers, such as customer, product, vendor, raw material, order, work center, equipment, employee, invoice, and work order.  The information systems include payroll processing, accounts payable, accounts receivable, inventory management, computer-aided design, and computer-integrated manufacturing.  

Chapter 5. Solutions
Q.
3.
There are several one-time costs, including equipment purchase or lease, equipment installation, hardware and software, and disruption to the rest of the organization.  The purchase of the equipment (PCs, network interface cards, PC software, LAN software, cabling) and furniture (workstation tables and chairs) presents substantial one-time costs.  Structural modifications to the facilities where the network will reside may be required.  These possible structural modifications represent one‑time costs.  Recurring costs include the costs of maintaining and replacing equipment and software and for the personnel required to fulfill these tasks, including managing network accounts and shared disk space and backing up disks.

Q.10. The following spreadsheet summarizes the economic analysis requested in this question.  Since the overall NPV is negative, the ROI is not useful in this situation.

	Problems and Exercises #10

	 
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Totals

	Net Economic
Benefit
	$0
	$50,000
	$55,000
	$60,000
	$65,000
	$70,000
	 

	Discount Rate (.10)
	1.000000
	0.909091
	0.826446
	0.751315
	0.683013
	0.620921
	 

	PV of Benefits
	$0
	$45,455
	$45,455
	$45,079
	$44,396
	$43,464
	 

	 
	 
	 
	 
	 
	 
	 
	 

	NPV of all Benefits
	$0
	$45,455
	$90,909
	$135,988
	$180,384
	$223,848
	$223,848

	One-time Costs
	$90,000.00 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	Recurring Costs
	$0 
	$40,000 
	$40,000 
	$40,000 
	$40,000 
	$40,000 
	 

	Discount Rate (.10)
	1.000000
	0.909091
	0.826446
	0.751315
	0.683013
	0.620921
	 

	PV of Recurring 
Costs
	$0 
	$36,364 
	$33,058 
	$30,053 
	$27,321 
	$24,837 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	NPV of all Costs
	$90,000 
	$126,364 
	$159,421 
	$189,474 
	$216,795 
	$241,631 
	$241,631 

	 
	 
	 
	 
	 
	 
	 
	 

	Overall NPV
	 
	 
	 
	 
	 
	 
	($17,783)

	 
	 
	 
	 
	 
	 
	 
	 

	Overall ROI
	 
	 
	 
	 
	 
	 
	-0.07

	 
	 
	 
	 
	 
	 
	 
	 

	Break-even Analysis
	 
	 
	 
	 
	 
	 
	 

	Yearly NPV
Cash Flow
	($90,000)
	$9,091 
	$12,397 
	$15,026 
	$17,075 
	$18,628 
	 

	Overall NPV
Cash Flow
	($90,000)
	($80,909)
	($68,512)
	($53,486)
	($36,411)
	($17,783)
	 

	 
	 
	 
	 
	 
	 
	 
	 

	Project break even occurs will not occur during the life of this system
	 
	 
	 


