The evolution of computing in business

Information systems and banking

Developments in IT have brought many opportunities for change in banking.  At its core, banking is fundamentally little more than managing information in a controlled and structured manner.  The processes for managing this information are critical to the survival of any bank.  IT is therefore at the core of every bank's operations, and developments in the area are central to the ways banks develop.

For the first 350 years of its 400-year history, IT in banking amounted to little more than a quill pen and a ledger book.  Bankers recorded customer transactions by hand.  This system, though labour intensive, worked well when customers had relatively simple banking requirements, made relatively few transactions and worked locally.

Although centrally owned, each bank branch acted as a separate business with a profit and loss account.  Branch managers made most decisions and enjoyed high status within their local communities.  Banks held information locally as it was difficult to gather over long distances.  This made it difficult for the banks to obtain economies of scale, and offered little control over their total assets.

The introduction of mainframe computers in the 1960's had major implications for this decentralised structure.  They were an early example of the large efficiency gains which became possible at the time.  The mainframe enabled the banks to gather information daily from every branch, which they processed and stored centrally. For the first time, banks had a day-to-day understanding of the accounts and transactions throughout their branch network.  Managers could run the business as a whole, rather than as many small parts.  The new technology had many organisational implications.  Control became centralised.  Positions at head office grew in power while the influence of the branch manager declined.  Handling large numbers of accounts changed from a labour-intensive, error-prone process to one that was highly automated, controlled and efficient.  These systems became, and remain, at the heart of banking operations.  They offer a high level of reliability to a business in which credibility is essential.

Since the 1960's, banks have continued to spend heavily on computer-based information systems.  They rely on them for their daily work and could not trade for more than a day or two without fully functioning systems.  These systems have also continued to change the nature of banks:

· organisation - from decentralised to centralised power;

· operations - from manually intensive to highly automated;

· staff roles - from operating standard processes to being customer service staff;

· distribution channels - from single-channel (the branch) to multi-channel (branch, ATM, telephone, Internet).

More radical change is yet to come.  The availability of instant, cheap global on-line information removes the barriers of cost and distance to new entrants.  It opens the door to many new kinds of competition.  Electronic markets and new kinds of electronic money (or value transfer methods) promise further turmoil and opportunity.  The systems for managing this information are critical to banking's survival.

Source: Boddy et al (2002) Managing Information Systems, FT/Prentice Hall: Harlow, pp. 29-30

Trends in the evolution of business IS/IT

Adapted from Ward and Peppard, 2002 

Aspects
DP era 

(1960's onwards)
MIS era 

(1970's onwards)
· SIS era 

· (mid/late 1980's onwards)

· Nature of the technology
· Centralised mainframes, dumb terminals
· Fragmented (individual applications)

· Hardware limitation (size, speed, etc.)

· 
· Decentralised process using mini computers and comms equipment

· Integration of systems/applications

· Software limitation until new languages were developed
· Networks

· Integrated

· People/vision limitation

· Nature of operations
· Transaction handling and resource control (accounts, payroll) using batch processing

· Scarce user involvement 

· Used by large organisations

· Controlled by DP dept (support role).
· Problem resolution and support for decision making

· Regulated by management services

· Uptake by smaller organisations
· Available and supportive to users

· All types of organisations

· Issues in systems development
· Technical issues (programming /project management)

· Systems far exceeding projected costs

· Long development times
· Support business users’ needs (information management)

· Training in computer literacy

· Organisational chaos due to EUC - lack of standards and control

· Rocketing expenditure

· Inappropriate and failed systems
· Relate to business strategy - the need to survive in turbulent environments

· Key role in core business, no longer just a support function

· Reasons for using the technology
· Reducing costs (especially administrative)

· Technology driven (what the technology could do)

· Short-term view


· Supporting the business (manager)

· User driven 
· Enabling the business - business driven - long term view

· Proactive - creating opportunities and competitive advantage

· Adding value

· Characteristics of systems
· Regimented/operational (internal) -departmental and rigid 

· Low level operatives, repetitive tasks


· Accommodating users/control issues

· Focused on the needs of middle managers
· Flexible/strategic

· Possibly external (e.g. direct links with suppliers and customers)

1
3
Karen Jones: ISS

Evolution of IS/IT in business

