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[bookmark: _Toc46167943]Limited time, data and information, and how they affect human decision making in the business environment

[bookmark: _Toc46167944]Decision making 
This can be defined as choosing a course of action from a select group of alternatives to achieve a managerial or organisational goal or objective. Decisions are usually made in a consultative way to help sustain a business’s activities and correct functioning.
In order to make an informed decision you need to take a few steps:
· What is the problem etc.
· How much time do you have
· Collecting the data and information needed
· Developing the courses of action
· Weighing up the options you have
· Choosing the best one
In order to develop the courses of action, you would first need the data and information. Data is the raw and unstructured factors and have little to no meaning or value and can only become useful when processed in to information. By giving data a meaningful context, we can now understand the data and it becomes useful. If we take a student’s class timetable for example, the data would just be a random mess of some numbers, letters and words. With a context it then becomes useful and now the student can tell what time they have lessons, how long they are, the order of the lessons, who their teacher will be, what room etc.

[bookmark: _Toc46167945]Limited time, data and information
Having limited time, data and information would seriously affect decision making in a business in a negative way. When you have a short amount of time, you are more likely to make a more hastily decisions. Time affects every aspect of decision making as the less time you have the less data and information you can ultimately obtain and the less time you have to weigh up your options. By a domino effect you will end up making bad uninformed decisions.
As an example, an organisation has a new product they want to release by Christmas which is 6 months away. They have decided to release the product as a test market in their home country for a month to see if it’s popular, people like it, is there anything that needs to be changed etc. As you can see, this organisation has left itself with little time before their product release. This has led to rushing and making haste decisions and so doing a one month test market in one country is not the right way. Ultimately due to the short duration of the test market and its small geographic area, the amount of data and information the organisation can obtain is far too little. They won’t get near enough feedback in a month, from one country, to know how it will do around the world, and if there are any issues that need fixing etc. This is why time is critical in how much data and information an organisation has to make informed decisions.

[bookmark: _Toc46167946]Choosing five recent decisions and analysing them to determine the data, information and knowledge in each case

[bookmark: _Toc46167947]Five Decisions

1. Going to the supermarket
The data is the destination I need to go to, the directions to the destination and method of transportation I will use.
The method of transportation I will use and the directions there would be considered as the information. Knowing how to follow the directions, such as a GPS navigation would be considered as knowledge.

2. Sending a text message to a friend
The data involved is my friend’s mobile phone number.
The information is the content of the message (what I will write). 
The knowledge is how the message is sent (text app, Whatsapp etc). 

3. Going out to eat
The data is the people going and how many, the restaurant chosen, the transportation will use, what time we will meet up and the directions.
In this case the information would be, reserving the table for the right number of people attending, informing my friends of the time and place and taking the transportation to the destination using the correct directions.
The knowledge is knowing how a table can be reserved e.g. phone call, how I will inform my friends (whatsapp group chat) and how we can follow the directions and use the transportation chosen to get t the destination.


4. Making my favourite dish
The data is knowing the ingredients needed, what utensils I will use and the recipe.
Following the directions and the recipe to make the dish would be considered as the information.
To know how, to follow the directions and the recipe to make the dish properly would be the knowledge.

5. Taking my family on a vacation
The data is the destination we will be going to, how we will get there i.e. the mode of transportation, where we will be staying. 
The information involved is making the bookings, using the mode of transportation t get there.
Knowing how to, book all the necessary tickets (flights), booking the hotel rooms, understanding the departure times and check-in process, understand the arrival time at the destination, get transportation to where you are staying

[bookmark: _Toc46167948]Analysing whether in a card game a player uses Tacit or Explicit knowledge

[bookmark: _Toc46167949]Tacit knowledge
Difficult to write down or visualise and more difficult to transfer from one person to another, usually characterised by someone’s values, beliefs, intuition and perceptions. Tacit knowledge is mainly expressed through speech and the majority of people’s tacit knowledge is held unconsciously (i.e. in our brain) as it is mainly gained through personal experience. Because tacit knowledge cannot be copied by competitors it gives businesses a competitive advantage.
Example: Driving a car would be considered as tacit knowledge. You may find books etc on the rules of the road but you cannot learn how to actually drive a car properly without having someone teach you. This is why there are driving instructors to teach us and we don’t learn from books.

[bookmark: _Toc46167950]Explicit knowledge 
It is easy to write down, communicate and distribute such as knowledge found in books and the internet, it can also include videos and audio.
Example: How to videos on Youtube, manuals, Encyclopedias etc


[bookmark: _Toc46167951]Explanation of why a card player uses both Tacit and Explicit knowledge

Different card games have different sets of rules. These rules are recorded somewhere and can easily be found so this type of knowledge is explicit. Each player must know the rule of the game they are playing thus playing with explicit knowledge. However, for a player to have an advantage over another he must bring to the game his/her tacit knowledge. 
If we take Poker as an example, the players know the rules, but tacit knowledge plays a big part in who will be the winner. Skills such as controlling their own body language, poker face, trying to analyse someone else’s body language, calling the competitors bluff. These are all skills learned from experience playing the game over many years allowing them to come up with a game winning strategy. (Alexander, 2018)

[bookmark: _Toc46167952]The categories of Computer-based Information systems (CIS) explained, with relevant examples in business

Computer-based Information systems 
CIS systems consist of software and hardware being used by humans to produce useful and accurate information in real-time allowing the users to make informed decisions. (Francis, 2010)

[bookmark: _Toc46167954]The four types of CIS:
Office automation systems
These are integrated systems in an organisation. They are multifunctional and allow employees at all levels to perform day to day office duties. An example of this type of system would be Microsoft Office applications which were developed to increase the efficiency and productivity of employees at all levels of an organisation.

Transaction processing systems
These systems record, store, maintain and retrieve transactional data and also update them regularly and can be connected to other CIS’s. CIS’s help improve and streamline a business’s routine duties. These can include hiring staff, billing customers and ordering stock. These systems are accurate and fast such as airline reservations transactions and employee record transactions.



Decision support systems (DSS)
A computerised program used to support the courses of action in an organisation. A DSS analyzes large amounts of data and compiles comprehensive information reports, which makes it different from ordinary operations applications. It improves a business’s efficiency in dealing with operations, planning, issues and even management by allowing timely problem solving and informed decision making. For example it can use data collected from product sales etc to project the businesses future revenue.

Management information systems (MIS)
This computerised system is concerned with management function. It uses a database of information to produce reports for every level of management so that they have the information to run the business as smooth as possible. 
Purpose of the MIS is to improve managements decision making by providing real time, accurate data on a variety of organisational operations such as; finances, employees, inventory, raw materials, manufacturing, project timelines, marketing etc. The MIS collects data and makes it available for managers to access via running reports. It not only allows managers to monitor their own performance and also allows top management to track the performance of the business as a whole typically showing actual data against the goals set by the organisation. 

[bookmark: _Toc46167955]Why organisations are structured the way they are and why they have different levels and specialities.

Organisation structure
Organisational structure is the hierarchy within an organisation and determines the direction of flow of information. This usually consists of specialised divisions such as Executives, Management, Senior management, HR, Finance, Marketing, Sales etc. There is a clear hierarchy of who reports to who and how they would communicate with one another. Each specialised division would be expected to answer to Management, and it would be Managements duty to guide them all to work as one unit.

[bookmark: _Toc46167956]CIS supporting at different levels in a retail store

An example of how managers at each level of a Retail Store can use Computer-based Information Systems (CIS) for support. 

Sales assistant: 
Transaction processing system (TPS)
Items in a store have unique barcodes to identify what it is and how much it costs, The Point of Sale (POS) systems in the store connects to the transactional processing system through its central computer to gain access to all the information when an item is scanned by the sales assistant.


Floor manager/supervisor: 
Inventory management systems (IMS)
The mid level management are able to use this system to track inventory levels of the store, deliveries, orders, sales, refunds etc. It allows them to track goods throughout the entire supply chain so they are not overstocked or under stocked on certain products.

Manager: 
Management information systems (MIS)
All the data saved in the central computer system can be used by the MIS to organise and produce regular reports for all levels of management in an organisation. For example managers can use the reports to analyse sales data to identify trends in the market, how to price the products, whether they need to order more stock, do they need more or less warehouse space, do they have enough employees etc. 

Customers Relations Management (CRM)
This system allows marketing if available or management to look at data and information in regards to current and future customers. It captures and stores information such as customer details, name, age, sex, email, social media, hobbies, groups they are part of, their purchase history, past customer communications etc in hopes of learning more about them to retain and build customer relations.

Finance: 
Accounting Information systems
These systems gather, store and process data of an organisations financial and accounting information. Using this information the system can create financial reports which can then be used by the decision makers. This can include financial accounting, financial reporting, auditing, tax and managerial accounting. Financial reports can also be used externally such as investors and tax authorities. If there isn’t a separate Finances division then Managers can use the system.

Computer-based Information Systems have become an integral part in any organisation. They not only make life easier for everyone at any level of an organisation, but they allow them to do it better. Collecting data, making it more available and presenting the data in an easy to understand manner allows decision makers to do their job more efficiently and effectively.

[bookmark: _Toc46167957]Part 2- Case Study

[bookmark: _Toc46167958]Porter’s Competitive Strategies

These strategies can be used to determine the direction an organisation chooses to take by showing them whether their profitability is above or below average for their industry. Cost Leadership, Differentiation, Cost Focus and Differentiation Focus are the four strategies devised by Michael Porter and he believed that a clear course of strategy would need to be chosen in order to beat the competitors.

Cost Leadership – 

This is when an organisation wants its product or service to cost less than anyone else in its industry. The ways in which this can be achieved vary greatly and are mostly dependent upon the industry the organisation is within. The company should find as many ways of cost advantage as possible and exploit them to reduce cost and can include the use of new/innovative technology, gaining access to raw material over competitors, pursuit of increased economies of scale along with many other factors.

Differentiation – This is when a company tries to be unique and different from its competitors in its industry and ultimately charge a premium price. It finds attributes its customers want and perceive as important, it then uniquely positions itself in the industry to meet those needs.
Porter, Michael E., "Competitive Advantage". 1985, Ch. 1, pp 11-15. The Free Press. New York.
[image: Porter's Generic (Competitive) Strategies – BusinessBalls.com]
Figure 1 Porters's Competitive Strategies


[bookmark: _Toc46167959]How American Airlines used ‘cost leadership’ and ‘product differentiation’

American Airlines were the first to start using a web-based inter airline reservation system completely replacing the hand written systems the rest of the airline industry was using. The SABRE system saved American Airlines 30% on its investments, therefore decreasing its costs and being able to charge their customers a cost per seat-mile lower than any of their competitiors. Although they were charging less they were able to keep a higher than average profitability through higher cost leadership. They also differentiated themselves further by adding functions that were important to the travel agents such as finding low fares. They added the ability to reserve services such as hotels and car rentals which made them unique in their industry. In time this proved to work in their favour as between 2002 – 2005 their competitors went bankrupt.                                     

[bookmark: _Toc46167960]SABRE (The Semi-Automatic Business Research Environment)

American airlines joined forces with IBM in order to create SABRE. It is a global distribution system (GDS) that allows others linked with the travel industry along with travel agencies to network with airline companies and making them available all in one place. Therefore, not only can you book your plane tickets, but you can also book your hotel room, your rental vehicle among others and even pay for them too. The most important part is the inventory and prices are given in real-time such as how many seats are left on the plane, which seats are available along with the most current price.
Porter’s Five Forces of Competitive Analysis
In 1979, Michael E. Porter developed a powerful tool to assess, evaluate and identify an organisations competitive strength in a simple but effective way. In his theory he stated that there are five competitive forces within any business environment that determine the strength of a market and how attractive it is. His theory is especially useful when it comes to identifying power balances in business situations like a weighing scale and helping to choose the right decisions. Not only is this helpful in understanding an organisations current competitive position, but it can shine light on areas an organisation may look to move in to.
Analysts often use his theory to have insight in to whether new services or products can be profitable. It can also be used to identify an organisations strengths and weaknesses by identifying and understanding where the power lies.

[image: See the source image]
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Bargaining power of buyers – Assesses the ease at which buyers can drive down prices. Usually influenced by; the number of buyers the organisation has, the importance of each one, size of orders, cost of buyers switching. If an organisation has a handful of powerful buyers, then the buyers are often able to dictate the price. In this case the buyers are the American Airlines immediate customers. SABRE has already reduced costs and seat prices, therefore customers already have the lowest cost possible and ultimately don’t have bargaining power.
Bargaining power of suppliers – Assesses the ease at which an organisation can.drive up prices for suppliers. Number of suppliers, uniqueness of the product/service, the suppliers strength and size and cost of switching suppliers all affect this.. In this case, physical and online travel agents want access to use SABRE. Due to the uniqueness of SABRE, the high cost of an alternative, the supplier has the power to dictate prices not to mention the airline is able to cut out the travel agents and sell directly like the low cost airlines.

Threat of new entrants – If a market is large and profitable, it will always be attractive to new entrants and thus reduce profits. Unless organisations in that market have strong barriers to entry in place, the profitability of the organisation will always go down. Entry barriers are needed such as larger economies of scale, high capital requirement, petnts and also government policies. In this case the entry barrier is too high because the capital and time needed to create a SABRE competitor is too high. Also due to SABRE being in the market for some time they have a proved system in place with the functions and tools their customers want that is also stable. A new competitor  can’t make a system that is stable from the start, as downtime will cost customers money.

Threat of substitution – This is where a substitute product is available in the market and when the price of a product increases, the likelihood that a customer would switch to an alternative also increases. Due to competition organisations would lower costs of their products or services to attracts customers therefore lowering profits. The price and performance of the alternative compared to yours, switching costs and also customer loyalty affect the extent to which this happens. In this case the threat is low as American Airlines SABRE system is unique therefore customers don’t have any substitutes to choose from. Also creating a substitute is costly and time consuming. 

Competitive rivalry – This is how many competitors are in the market and what their capabilities are. If there are many competitors with undifferentiated products and services this increases competitiveness and therefore forces down prices. In this case SABRE is at low risk again as it is a unique system.
American Airlines had a competitive advantage over all the other airlines by using SABRE as it reinvented the travel industry. It is a highly developed system and totally unique, meaning over time they were able to add more functions and tools to make it even more useful and also improve its stability. For a competitor to create an alternative system it would cost too much and take too much time in development and testing to catch up to SABRE.

[bookmark: _Toc46167962]What happened to American Airlines?

The Airline Deregulation Act 1978 was one of the main reasons for American Airline’s losing its lead and advantage over the competition. It removed any control the government had over the airline industry giving control back to the airline companies themselves. It made it easier for new airliners to start up and allowed them to run their business how they wanted. More and more new companies entered the market as a direct consequence, and now with more competition flight prices got cheaper and lead to low cost airliners now thriving. What was previously considered a luxury and only experienced by the rich was now more affordable for the general public and the number or airline passengers was on the rise in the 1980s. This was really bad news for American Airlines who were totally unprepared. They were previously the largest player in the airline industry, but now they were reducing seat prices, their customer pool was diluted and their profits reduced. (Rehal, 2019)
American Airlines managed to survive the 1980s by undergoing a business reorganisation. 8 subsidiary companies joined together to form AMR and continued to expand their services in to different continents. To try and keep ahead of the competition AMR focussed on providing better value and customer service. They innovated with automated check-ins at the airport and started to offer travel reward programmes to their customers. The companies investment in extra flight routes and customer experience paid off as AMR continued to succeed when other airlines failed. 
Later on American Airlines started to experience a shortfall of cash and decided to sell unlimited first class tickets as a promotion and a way of raising capital. They used this “once in a lifetime” promotion to raise $250,000,000 from its existing customers. However, not long later they realised this was costing them more than they were making and stopped selling the perk to their customers in 1994. The repercussions of this financial failure affected them for a long time thereafter. (Crockett, 2018)
In 2000, American Airlines sold off its shareholding interest in SABRE. This was a disadvantage because it was what differentiated them from all the other airlines. They were no longer unique and many other airline travel providers and customers were now using the system. 

[bookmark: _Toc46167963]Businesses being transformed by Information systems

An information system is a combination of resources combining together to help a business with the processing, understanding and distribution of information using software, hardware and networking.
We live in an age of technology, which has transformed business practices by allowing us to use new and innovative business models. Surrounded by computers, Smartphone’s, texting, emailing and social networking, we have made these a part of our everyday lives and have become essential tools in business.
Businesses are using information systems now to attain operational efficiencies at much higher levels than ever before by using data to sense and even predict changes allowing them to respond rapidly. For example a company selling products can use their sales data to see which products are selling more than others, if there is a specific time of year when products sell more etc, this way by using just-in-time inventory they are able to reduce the stock they are holding, make sure they are meeting customers demand on the best selling products. This helps them to reduce their running costs and get products to market faster.
With people reading printed material like news papers and magazines on a rapid decline and most people now online, nearly all businesses now have an online presence. Be it a dedicated website, Facebook, Twitter, Instagram accounts and even Youtube channels, business are now connecting and marketing to customers in a whole new way.
Information systems have essentially become part of managing and running a business in this day and age as they help make informed decisions for the company. It allows the business to get background data, current data and trend analysis and then utilize this information to help with long term and short term business execution.
Efficient operations are important in a business in order to achieve higher profitability. Using data from information systems you are able to streamline your operations in order to get your products or services to your customers much faster. For example knowing what products you sell the most and least and real-time inventories help you make sure your customers are able to order what they want. Information systems can also help a business create new products and services by creating new business models. These can then describe how a company should design, produce and sell their product or service. Communication is another important aspect in a business such as internal emailing systems and internal network/storage systems. Employer and employee communication is increased making employees feel more connected, speed of communication between employer-employee and employee-employee is increased making communication more efficient and the transfer of data and files is more simple, faster and lowers costs. Finally information systems have become a managers best tool by giving them the real time data they require to help them make informed decisions instead of wasting time looking for and collecting the information themselves. If a manager is continuously able to make informed decisions then the business will be more successful.
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