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[bookmark: _Toc107352078]1.1 Description of the Overall Approach adopted by American Airlines for incorporating the basic Competitive Strategies of Cost Leadership and Product Differentiation
	IBM and American Airlines have planned to develop SABRE or Semi-Automatic Business Research Environment. The entire concept had led to one of the most distinct real time business application and it eventually enabled in the replacement of the traditional system with the web based inter airline reservation system. American Airlines has selected the approach to involve SABRE for ensuring that they are able to better competitive advantages and efficiency. Cost leadership is the establishment of a competitive benefit by having the lowest cost of operations in the specific industry. 
	Cost leadership is being driven by the organizational efficiency, scope, scale as well as cumulative experience (Santalova, Soklakova and Balabanova 2020). This particular strategy of cost leadership has the objective to exploit production and other economies by producing highly standardized products with the help of advanced technologies. The incorporation of SABRE has been highly beneficial for the organizational management as they have been successful in saving 30% of the investments. As a result, the competitive strategy of cost leadership has been successfully implemented and American Airlines has been benefitted. A competitive strategy is the subsequent set of procedures and policies that the respective business uses for gaining a competitive benefit in the market (Hikmawati and Alamsyah 2018). It is the distinct procedure to identify and execute all actions for allowing the business in improving their competitive position accordingly.  
	Product differentiation is the aspect that makes the product or service, which stands out to the target audience. It is the procedure to distinguish a product or service from the other attributes for making it more attractive to a specific target market. It involves a proper differentiation it from the products of the competitors. The organizational management would be focusing on the customers for a successful and effective product differentiation (Shevchenko et al. 2019). It enables the seller for contrasting their own product with competing products in the respective market and focus on the unique attributes for making the product superior. 
	The unique factor or the differentiating factor in SABRE system is that it has allowed to replace the traditional system with their web based airline reservation system. Moreover, additional features and functions are also included in the application with new decision support tools. The organization comprised of different resource endowments, which allow them to construct specified competitive benefits over their competitors. With the consideration of resource endowments, the business has been different for the reduction of their competition and making it possible for reaching out to the newer segments of the specific market (Linton and Kask 2017). 
	Differentiation is the procedure to distinguish the major differences of a product or offering from the others for making it highly attractive and distinctive for a target market. As a result, the changes and new functionalities in SABRE have allowed American Airlines to focus on their differentiation strategy and even ensuring that competitiveness is improved and the impact of competitive advantages is improved (Tatiana and Mikhail 2020). A successful product differentiation can lead to competitive benefit and is inconsistent with the subsequent conditions for perfect and effective competition in the existing airlines’ market. 
	It has been identified that a vertical product differentiation is present for the application of SABRE and it is based on a single feature and the customers are clear on the quality and aspects. Hence, the performance and the overall popularity of the organization are increased by reducing the directness of the competition and the competitive strategies are identified successfully (Salunke, Weerawardena and McColl-Kennedy 2019). American Airlines have been able to compete on the non price factors for the application of SABRE like product features, promotional variables and even distribution strategies. Differentiation has even made these customers in a provided segment with a low sensitivity to the other features of the respective product. 
[bookmark: _Toc107352079]1.2 SABRE providing American Airlines with a Competitive Advantage
	The main motive for building SABRE was to decrease the overall costs for making airline seat reservations. It was observed that almost 30% of the investments were saved and the application expanded for using by the travel agents and eventually made reservations through various online terminals. The demand for SABRE had also increased for the additional functionalities, provided to the travel agents. Hence, SABRE has been able to provide American Airlines with a competitive benefit. 
	The competitive advantage refers to as different factors, which enable the business in producing products or services better or more cheaply than the competitors (Su, Guo and Sun 2017). All of these factors enable the productive entity for the purpose of generating additional sales and superior margins that would be compared to the market rivals. It has provided the business with an edge on the competitors and hence has been helpful for attracting more customers and growing the market shares. There are five types of competitive advantages and these include cost based advantages, benefits from a differentiated product or service, first mover benefit, time based advantage and technology based advantage. 
	SABRE has been responsible for ensuring that the organization of American Airlines is getting maximum competitive advantages, in terms of technology and cost effectiveness as well as product differentiation (Kilduff 2019). They have been successful in ensuring that the cost leadership strategy is successful and every negative impact is eradicated. These benefits have even distinguished the business from the competitors. The strategic usage of information systems has been significant for them to ensure that every negative aspect is eradicated and the business is benefitted. The consideration of IT strategy has helped the business for outlining the process of technology to be utilized for meeting information technology and business goals or objectives.
	As a result, American Airlines has been able to convert the concept to an application, called SABRE. Due to the usage of information systems; it was easier for them to check the entry barriers in the existing industry and gain success accordingly (Wijekoon, Salunke and Athaide 2021). The involvement of technology has reduced the costs and also enabled the business in switching their costs successfully. It has also provided the organization with the cost advantages and there had been a saving of 30% investment. Furthermore, the strategic plan has been successful in detailing the comprehensive technology enabled business management procedures for guiding their operations and gaining better results and efficiency. 
	There had been a constant increase of demand of SABRE by the travel agents for their technology advanced features, which successfully eradicated the issues of the traditional reservation system with the most updated and efficient web based reservation system, by which reservations can be made possible through online terminals. The inclusion of the information systems has even been distinctive for ensuring that the complexity is decreased and technological benefits are included (Rashidirad and Salimian 2020). 
	Barriers to entry is the business term that describes certain factors, which could easily prevent or even impede the new comers in the existing airlines market for limiting competition. These could involve high start-up costs, regulatory issues and even obstacles for preventing the new competitors from entering the business sector. Hence, SABRE has been responsible for providing maximum competitive advantages to American Airlines and reducing their negative aspects (Chen and Liu 2018). 
[bookmark: _Toc107352080]1.3 Factors playing a part in the Erosion of the Organizational Lead over the Competitors and the Reaction of the Company
	In spite of the fact that SABRE has been successful, American Airlines was unable to maintain their competitive benefits in the later 1980s. The distinct application has eventually expanded their reservation service for involving hotels and rental cars. They even have to offer certain services for successful yield management as well as crew scheduling with a host of decision support tools. The most distinct factors that have been responsible for the erosion of the organizational lead over their competitors are provided below:
	i) One of the major and the most distinctive factors of the application is that it is completely dependent on technology. The entire concept was to remove the traditional hard written system with a web based reservation system (Kharub, Mor and Sharma 2018). As a result, it was not accepted by all individuals and customers and the organizational management had to suffer majorly for maintaining their competitors. The technological advancement in the present day is quite distinctive and is readily accepted by all customers; however, in the late 1980s, the travel agents or the other customers were not well trained and aware of the usage of the application. It was responsible for creating a major issue in maintaining their competitive position and also gaining competitive benefits, by crossing their competitors. 
	ii) The next distinctive and noteworthy factor of the application of SABRE for their erosion over the lead is the cost. Although the application was responsible for reducing the investments to a certain level; due to the involvement of the information technology and systems, the customers required to pay additionally for getting better results and efficiency in their services (Apraiz et al. 2020). Hence, the attribute of cost management has been impacted majorly for the business processes and operations and the customers were not ready to make the payments initially. 
	iii) Another significant factor that impacted on their competitive benefits in late 1980s is product differentiation. A completely new product or service was eventually included in the business of American Airlines and the initial acceptance level was not high. Hence, they have not been able to focus on the competitiveness and gain additional competitive benefits in the business processes (Chou et al. 2020). It has been responsible for the business management getting issues in maintaining their position in the existing market. 
	The organizational management has reacted subsequently on the issues and factors for ensuring that they are able to get back their position through the involvement of SABRE. As soon as the demand for the application was increased; the developers included additional functions and even expanded the reservation services with the involvement of hotels as well as rental cars. Moreover, in the year of 1988, American Airlines even provided their services for effective yield management, crew scheduling or even act as a host of various decision support tools and techniques. These steps were undertaken for reducing the negative impacts and improving competitiveness (Laari, Töyli and Ojala 2018). 
[bookmark: _Toc107352081]2. Part 2: Information Systems
[bookmark: _Toc107352082]2.1 Definition of an Information System
	An information system can be defined as a formal, socio technical and organizational system that is being designed for the purpose of collecting, processing, storing and even distributing information. The information systems are comprised by four major elements of tasks, people, structures and technologies (Zhu et al. 2018). These information systems are responsible for allowing the users in collecting, storing, organizing and dispersing data. All of these functionalities are being used for a variety of purposes in different organizations. Moreover, several businesses also utilize these information systems for the purpose of managing their respective resources as well as improving efficiency. 
	The organizational management is able to gain maximum advantages from an information system and these include operational efficiency, reduction of the costs, supply of information to the decision makers, better customers’ services, constant availability of the systems and even a growth in communication methods and capabilities. It even involves the individuals in organizations for designing and building information systems (GOFWAN 2022). There are a few individuals, who are responsible for managing all of these systems. The subsequent demand for the traditional information technology staff like programmers, systems analysts, designer and even the business analysts. 
	IT systems could produce customized data for the core purpose of helping a specific task or decision making and even checking for real time data, especially whenever needed. Furthermore, the organizational management is even able to ensure about the archived data, which are helpful for reports, analyses as well as business planning (Jia, Guo and Barnes 2017). The most common and significant examples of information systems are transaction processing system, office automation system, knowledge management system, management information system, decision support system and executive support system. Each of these above mentioned examples of information systems are responsible for ensuring that various actions are being implemented and successfully executed, without any kind of complexity or issue. 
[bookmark: _Toc107352083]2.2 Description of the Categories of Computer based Information System with Business Examples
	The categories of computer based information systems with business examples are provided in the following paragraphs:
	i) Transaction Processing System: The first and the foremost category of a computer based information system is TPS or transaction processing system. A transaction encompasses the purchase or sale of different products and services with their regular business transactions or activities for operating a business (Donets, Kuchuk and Shmatkov 2018). A TPS is responsible for ensuring that the contractual, transactional and even customers’ relationship data is being successfully stored in a safer location and is even accessible to every individual, who requires it. 
	The TPS even assists in the overall processing of the sales order entries, sales management, shipping and payroll as well as other routine transactions that are required for maintaining the operations (Li et al. 2020). Moreover, this particular information system is also responsible for keeping a complete track of the transactions. For example, a retail sector has to manage the sales orders as per the demands of the customers and the entry of the sales order is done in an appropriate manner. 
	ii) Office Automation System: An office automation system is a specific network of several tools, people and technologies that are eventually needed for conducting managerial as well as clerical tasks. The most common examples of the functionalities that are being performed by this particular category of information system involve printing documents, producing reports, mailing paperwork and even maintenance of the organizational calendar (Darmalaksana et al. 2018). 
	It even provides an assistance to the overall enhancement of communication within different departments and also collaborating for completing a task. The information system is also responsible for ensuring that the communication data would be easily accessible and even in a specific centralized location (Xie et al. 2019). For example, an automotive company, such as Toyota can involve an office automation system for the purpose of improving their communication within workers, streamlining the managerial activities as well as optimizing knowledge management. 
	iii) Knowledge Management System: The next category is a KMS or knowledge management system. This particular system is responsible for storing as well as extracting confidential information for the users to enhance or increase their respective knowledge and even optimizing various collaboration efforts for the purpose of completing their tasks (Almaiah 2018). The inclusion of a KMS is being utilized by the employees, managers and customers for ensuring that the respective technical capabilities are being integrated throughout the company and even providing proper visuals for helping the staff to make proper sense of the data. 
	The respective information system is also responsible for providing an active accessibility to the external information that is needed by the workers, who require external knowledge for completing the responsibilities. For example, a popular company like Apple can involve a knowledge management system in their business for holding their competitors’ data like Google or Samsung to help the sales team members for an effective optimization of the strategy eventually. Hence, Apple would be able to share their expertise and focus on performance goals. 
	iv) Management Information System: A MIS or management information system eventually utilizes several transactional data from the TPS for helping every member of the middle management for optimizing planning as well as decision making process (Zhang et al. 2018). The category of the information system is responsible for retrieving information and generating proper reports for helping them accordingly. 
	Proper comparisons are being used for allowing the senior managers in optimizing the procedure of decision making in accomplishing better and efficient results. For example, the subsequent summaries of the annual sales data, historical records and performance data of a retail business are needed to be encompassed for meeting the targets. 
	v) Decision Support System: A DSS or decision support system is responsible for processing data to share assistance in the managerial decision making process. The inclusion of a DSS is responsible for storing and gathering the confidential information that is needed for the management for taking accurate actions at the appropriate time (Fernandes, Hartono and Aziza 2020). 
	The decision models should be programmed into the information system for a better analysis of the bulk quantity of information for making it understandable. For example in a banking institution, the bank manager could utilize a DSS for the successful assessment of the evolving loan trends for effective determination of the annual loan targets to be fulfilled. 
	vi) Executive Support System: The final category of the computer based information system is ESS or executive support system. This particular system is being utilized by different executive leaders and managers for the purpose of optimizing the process of decision making. The inclusion of an expert system can be termed as distinctive for helping the executive leaders for identifying the answers and making choices to improve the organizational performances. It even enables the leaders for tracking every attribute of internal performance and even monitor the competition (Jiang 2020). For example, the telecommunications company like Telstra can involve an ESS for providing better results and a bigger computing functionality to point out the major growth opportunities. 
[bookmark: _Toc107352084]2.3 Explanation of the Process of Computer based Information Systems supporting the managers at each level of the Organization
	There are three levels of a business and these are top management or the administrative level, middle management or executive level and low management or supervisory level. These three levels of management refer to as the line of division, which exists within different managerial positions in a company (Rjeib et al. 2018). The amount of authority and decision making process is needed to be considered for influencing every managerial position. The computer based information systems are required for supporting the managers at each level of the organization to ensure that strategic planning and execution of the overall business success is completed. 
	i) Top Level Management: This particular level of management comprises of the organizational board of directors and the chief executive. It even oversees the objectives and processes of a business for better results and efficiency. The strategic plans are needed to be prepared for the business by establishing controls of every department. The consideration of a knowledge management system can be termed as highly beneficial for this particular level of management to improve organizational agility as well as faster decision making process (Apollonio et al. 2018). Since they are the top level management, the overall business agility should be managed by them and the consideration of a KMS would be required for improved business processes and even better communication. 
	ii) Middle Level Management: The second level of management is the executive management. The individuals are directly accountable to the top management for the subsequent functionality of the specific departments. The involvement of an ESS is needed in this level for executing the plans of the company in accordance with the directives as well as policies that are laid out by the top level management (Zhang et al. 2018). The consideration of a MIS is also needed for managing the information by evaluating the respective performances of the junior managers and even inspiring the low level managers for the overall improvement of the operations. Hence, coordination within the managers would be proper and effective. 
	iii) Low Level Management: The final level of management is the low level management or supervisory management. The managers at the low level are primarily related with the overall execution as well as collaboration of the regular work flows for ensuring that there would be a completion of the project works as well as fulfilling the deliverables (Li et al. 2020). The low level management is responsible for using a TPS to ensure that the transactions are executed in a proper manner and the subordinates can be supervised and guided with the help of an ESS in the business processes and operations. 
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