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1.2 Inter-organizational information systems

A well established assumption is, that an information system (IS) is
always connected with the one and only organization it serves. This
has had some consequences, which have made it easier to control

IS:

1) An organization can always fully control its IS
2) The costs of the IS can always be assigned )
to the single organization, as aslo can the benefits that result

A big step away from this ideal picture was taken at the advent of
decentralized IS's. Albeit under the same parent organizations, ISs
were controlled by separate organization units often having
contradictory needs. Complicated procedures had to be developed

to assist in the allocation of costs and benefits caused by IS's.

As multitudes of new organizational units developed, it would have
been possible to develop and consider the concept of inter-
organizational information systems (I0OS's}). But it is easy to assert
that the term started with the deregulation ¢f data communications

and the development of modern data communirations technology.

A diversified and complicated organization surely needs internal
data communication. Automation of the flow of routine data is being
accomplished in nearly all organizations. But why limit this to the
inside of the organization, when we are living in a world of

interdependence? Company boundaries are not the only, or even
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2. Which are the the transaction costs caused by
communication between two organizaﬂdn

There are several classifications of transaction costs. Here we briefly

present some of them:

Transaction costs are caused by asset specifity and complexity of product
specification.

Asset specifity refers to the situation where an input used by a firm (or
individual consumer) cannot readily be used by other firms because of
site specifity, physical asset specifity or human asset specifity.12 In
addition these types of specifity, Malone, Yates and Benjamin introduce
the concept of time specifity.13

Site specifity occurs for example when a natural resource is available only
locally, and its transportation os impossible or expensive. For example

turf as energy source is a site specific asset.

Phy§iga! asset specifity occurs when the design and/or construction of a
resource is so individual that it can only be used for one purpose. A
complex company-wide information system as a whole is typically asset

specific.

Human asset specifity comes along with specialization. The skills of 3

lion-tamer are of no use for most companies.

12 williamsson 1981
13 Malone & al 1987
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costs are high tend to do business on a hierarchy ' s, whereas
industries with low transaction costs can organize themselves tc

markets.

Mark Casson differentiates between six types of transaction costs!6:

1) information costs

2) costs caused by requirement analysis

3) costs caused by negotiating

4) costs caused by initiating the transaction
5) costs caused by monitoring the transaction

8) costs caused by making the transaction legal.

Thomas W. Malone differentiates between coordination and vulnerability
costs, as two forms of transaction costs, in addition to production
costsl7. Coordination costs are the costs of maintaining communication
links between actors and the costs of exchanging messages along these
links. Production costs are the costs of production capacity and costs of
delays in processing tasks. Vulnerability costs are the unavoidable costs
of a changed situation that are incurrec efore the organization can adapt

to a new situation.

18 Cass )8
17 Malone 1987
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-costs of communication will be decreased

dramatically
2} The electronic brokerage effect
-numper of that can pe considered increases
-the quality of the aiternative eventually seiecteq
will be improved
-the costs of the entire product selection process
can be reguced
Tt the electronic integration effect
-different activities in value chain willbe coupled

together more closely

To sum up, traditionally organizations have used inroﬁ'mation technology in
order to gdevelop their internal efficiency. The use of inter-organizational
cystems will affect the effictency of the total market mechanism. Wher
strwving for market efficiency, organizations at the same time contribute te
ther own competitive success, since the companies introducing the most
scohisticated inter~organizational information systems will clearly be pest
2fFan competition. S¢, inter-organizational information systems are a means

te hink efficlency consigerations with the competitive advantage point of view
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