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Part 1 
American Airlines Approach
The effectiveness of the modern company largely depends on the ability to be adaptable and adequately respond to the changing environment. Success is largely determined by the attractiveness of the economic sector or industry in which it operates, and its position in that sector is also very important. Advantage derives from those features of the product offered that make it better than competitors' products. To a large extent, the ambition behind any company strategy is to achieve a long-lasting competitive advantage, which in some cases is achieved through technological developments. To build a competitive advantage, each company focuses primarily on its ability to generate greater returns on capital and to link the firm's strategy to the major financial and capital markets over a long period of time. How does the company create a competitive advantage? Mainly through larger market share, trademarks and patents, efficient cost structure and high switching costs to a competing company. A company establishes itself in a certain position by relying on its strengths. Michael Porter argues that a firm's strengths fall into two main types of competitive advantage: cost advantage and differentiation. They are defined as positional advantages because they express the position of the firm in the sector as a leader in terms of either price or differentiation. Distinctive competencies derived from a firm's specific resources and capabilities facilitate innovation, improve efficiency, quality, and customer acceptance of its product, all of which can be used to generate a lower-cost strategy or product differentiation. Two of the essential decisions that every firm must make are related to its position in its sector by choosing one of the strategies to achieve the lowest costs or differentiation, as well as to make its market wider or narrower segment. Porter created a matrix using price advantage, differentiation, and broad or narrow focus to classify a set of generic strategies that a firm can employ to create and sustain competitive advantage.

 The strategy of achieving the lowest cost is often the territory of large firms because small firms generally do not have the resources to achieve the lowest cost, which requires economies of scale. In this generic strategy, efficiency is particularly important once the firm is considered the low-cost producer in each sector and at a given level of quality. Low costs allow firms to sell relatively standardized products that offer qualities acceptable to many customers at the lowest competitive price, and these low prices create a competitive advantage, increasing market share. Whether this strategy is sustainable depends on another competitor's ability to reach costs below the leaders. For leadership to continue, the lowest cost base must be maintained continuously. A differentiation strategy is about developing a product or service that offers unique qualities that customers value and that they perceive as better or different from competitors' products. The value added by the uniqueness of the product may allow the firm to set a higher price for it and thus cover the additional costs incurred in offering the unique product. (Kim et al., 2004) 
The holistic approach adopted by American Airlines is united in the core competitive strategies of cost leadership and product differentiation. This leads to a revolutionary innovation for the time, through which the company is pushed forward and becomes a leader in the supply of technological products and services for travel. The idea for creating a data processing system that could create and manage reservations arose from a chance conversation between C.R. Smith - President of American Airlines and R. Blair Smith - IBM Senior Sales Representative on an American Airlines flight. 






Their conversation about the travel industry sparked an idea for a real-time system that would make airplane seat reservations and have that data immediately available electronically to any agent at any location. Created in 1960, the system caught on very quickly and was called SABRE, or Semi-Automated Business Research Environment. By the end of 1964, this new system was processing 7,500 reservations per hour and serving airlines and travel agencies. It evolved and improved over the years, and in 2000, SABRE spun off from American Airlines to form its own company, Saber Holdings Corporation. To this day, it remains the leading provider of technology products and services for travel around the world that is accessible 24/7. SABRE became a huge competitive advantage for American Airlines, forcing all airlines to build their own reservation systems. In the working platform on SABRE every day in real time more than 57,000 travel agencies worldwide log in and retrieve information, and the system processes more than 42,000 transactions per second. The revenue management practices established by SABRE continue to be used today. (The Sabre Story, n.d.)

















Competitive advantages  

As mentioned above, SABRE was established in 1960, as at that time there was no similar system to carry out this activity and the airline companies had to carry out all the organizational activities themselves, which SABRE subsequently does. To carry out this activity before the system was made and put into use, they had to put in many times more resources. For example, ticket reservations were done manually, and to reserve so many tickets required an awful lot of time and active field staff. After the creation of this automated system, the company no longer needed such a large staff, which is another reason for its competitive advantage over other competitors, because the company saved a lot of money on staff. Another competitive advantage factor for the system is that it largely guarantees efficiency and prevents operational errors in reserving seats, buying tickets, etc. We can assume that if a customer of the company had reserved his seat and bought a ticket, but subsequently some human error occurred, for example an airline employee made a mistake in marking the customer, then the customer would leave with a bitter taste from the company, not from the employee's mistake, because the result would not be in his favour and his plans would be ruined. This is also a big reason why the company shot forward as an industry leader at the time. It is almost impossible for AA's competitors to operate at the same pace of development as this leaves them behind in the competition, not to mention new companies that are yet to enter the market.


 Their chance to compete with AA can be assumed to be close to impossible because of this collaboration between SABER and AA. It can be said that during the founding period of the company, AA was the first company to take advantage of its services and all these above-mentioned factors are the basis of an incredibly successful business transition for decades to come. 

Factors played a part in the erosion of the company’s lead over its competitors
[bookmark: _Int_lHMOWCSI]After the introduction of SABRE in 1960, AA saw an extraordinary rise in market share and development, which forced its competitors to also introduce similar systems in order to be competitive. This also entails risks, because all companies upgrade and add something of themselves, optimize their services and introduce new ones in order to win customers. In the 1980s, after the introduction of online sales, the share of companies occupying a fraction of the market share was much higher, thanks to the advancement of technology, which took away from AA's leadership power. Competing companies are also already using similar information systems, actively working together with travel companies to meet consumer needs. This is one of the main factors why AA has not been able to maintain the same levels of success. An important role is also played by the geographical positions that an airline occupies. Over the years, SABRE has successfully developed, and this leads to the possibility of transitioning into an independent company. This happened in the year 2000, and precisely through the transition to an independent company, all airlines have the opportunity to benefit from the services of SABRE. To date, more than 300 airlines use the services of SABRE to carry out their activities, offer services and products (2022). 


[bookmark: _Int_JJGWzv7U]With SABRE fully available as a software service, new companies willing to enter the market have the opportunity to develop much more easily and quickly compared to the period when only American Airlines had access to the software. This is also a reason why AA fails to maintain the same productivity levels. 

Part 2
Information system

 Information systems are systems of built components that are linked together to collect, record, transmit and manage information, as well as to monitor, analyse and coordinate decision-making in an organization. (PARKER AND AL-UTAIBI, 1986) 




[bookmark: _Int_SOX17JgS]An example of an information system could be the Internet, television, or simply a database. Databases help us to get information about anything in any field. With the obtained information, we can make various decisions related to business, daily routine, etc. The Internet is also a good example of an information system. On the Internet we can find almost any information about everything, but it is good that it is drawn carefully and is credible, because on the Internet the information is not always credible and many people, especially adults, happen to be misinformed because of an expressed personal opinion, taken as a general conclusion on a given case.




Categories of computer-based information systems
[bookmark: _Int_3LRnh2Ip]Each organization works with different types of systems, and this is because each organization has different floors, specialties and interests. No single system has the ability to provide absolutely every single piece of information a company needs, so companies work with different systems depending on their desires and intentions. Each level of management in the given company uses a different system to obtain the necessary information and to manage the company wisely. (Bocij et al., 2008)
The main types of CBIS are: 
1.Transaction Processing Systems (TPS)
2. Management Information Systems (MIS)

3. Decision Support Systems (DSS)
4. Executive support systems (ESS)

	Category:

	Description:
	Examples:

	Transaction Processing Systems
	The system records, processes and executes daily transactions that are necessary to run a business and not only. In addition, the system helps to generate the information database needed by supervisor or other information systems for the operation of the upper levels in the company. (mairaw, 2017)
	The company can use the system as a database of its employees. Thus, it can monitor their development, performance and behaviour. The system could also be used for a business tool such as recording various types of reservations or entering orders for the sale of an item, service, etc. Through the system, the level of production and availability of goods can also be tracked.

	Management information Systems
	[bookmark: _Int_vJNaIKQQ]This system is extremely useful for middle managers to keep a close eye on the business and allows advance planning of future plans. The system is tailored for detailed data summarization and transaction processing, and as mentioned above, reports to managers on the current performance of the company.
	The system is useful for producing schedules and budget summaries. 

	Decision Support Systems
	The system extracts detailed data from the transaction processing system, thus providing a good analysis tool for mid-level managers. The system uses information from the previous two systems and thus brings in external information from sources such as stock prices or a market competitor's price list. The system is primarily used by managers of special departments or business analysts who want to have highly sophisticated analytics and models to analyse data. 
	 Examples of using the system can be the analysis of various effects of events such as strikes, protests, etc. In the business environment, the system is used by high-level managers who, through a more powerful computer than usual, get the information they need to develop different types of contract bids, be it for supply or anything else.

	Executive Support Systems 
	The system is also known as an executive information system. Presents the information in the strongest summary form. It uses internal data from TPS and MIS and combines it with other external data. Thus, it helps the top-level managers and executives of the organization to monitor their operations as well as plan various major strategic plans. (Why managers use executive support systems, 2022)
	An example of the decisions that can be made after using the function of the system can be decisions about the development of a new long-term project or the market launch of a new product. Through the data retrieved from the system, high-level managers can decide to act on a given case.










How these systems support managers at each level of an organisation

1.Bottom level of the organisation: 
-A transaction processing system is the most fundamental system that organizations use when conducting their business transactions. This system can be defined as a computer-based system because it receives, classifies, updates, maintains and stores various transaction data. It also enters its records into the other systems. This system helps businesses run more easily, more organized and perform the common business activities that all organizations need. It helps bill customers for selected merchandise, collects and takes orders. Transaction types vary by type of organization. This system is very convenient for business organizations and employees because they generally save a lot of time, ensure speed and accuracy. The employees especially are much easier, due to the saving of time, the organization, due to the introduction of these systems. Also, the system helps the company's employees focus on communicating with customers first-hand, it helps them to be more productive, thus they can do their work more focused, and more employees can pay attention to store control and customers. Separately, the system can also help to train new employees, because it would be much easier for the new employee to learn to perform his duties in a systematic way than for each element of his duties to be individual and require much more attention and constant follow-up.






2.Mid-Level of the organisation: 
- Decision support systems and executive support systems are the systems that are used by mid-level managers in the organization. Decision support systems allow middle managers in an organization to make management decisions more informed and easier. Also, they can significantly improve the efficiency of the work process and help to make easier decisions when fixing various types of problems. (Segal, 2022) The system allows managers to plan and manage more easily. 
-The information management system provides the middle-level manager and even above purely summarized information about a case in management, which helps the manager to determine the performance, for example, the effectiveness of a given product or service, and based on this information, decisions are made more correctly. These two systems help middle managers to monitor more broadly and make more confident decisions and control their range of duties more efficiently. 
Middle level managers in the organization have more responsibilities than normal store employees, because in addition to having their duties in the designated level of responsibility, they are also responsible for the lower level, namely what happens to a product, service, store, and even the employees of place. The system gives peace of mind and more time to the manager to operate with the necessary success for the business to go in the right direction.

3.Top-level of the organisation: 
- Executive support systems draw perfectly aggregated and perfectly structured information from the preceding systems. Previous systems collect, analyse, structure and summarize all internal cases in the business environment and provide these final analyses, and together with this system, top-level managers and directors of the company can make the right decisions for the future of the company. These can be carefully planned long-term products or services, or even projects and plans for the more distant future. All these systems work together to extract internal business information, and when it is processed it can be used for external business factors such as those mentioned above. In parallel, the systems keep track of order, save time and resources, and help keep order in the organization. Without these systems, neither businesses nor employees at any level will be as successful. 
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