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[bookmark: _Toc128216487][bookmark: _Toc128217549] Describe how the fundamental competitive strategies of cost leadership and product differentiation were integrated into American Airlines' overall strategy.
       After considering the case study, it was recognized that American Airlines and IBM had declared their plan to form a Semi-Automatic business environment.  It was recognized that the aspect and plan associated with the semi-automatic business research environment have resulted in the formation of the first real-time business application. This aspect has enabled it to replace the traditional handwritten process of the reservation system of the Year 1960 with a new advanced reservation system based on the web-based inter-airline in 2000. Further, it was recognised that the formation of SABRE was mainly formed to minimise the cost of undertaking the process of airline seat reservation (van Laar et al. 2019). The efficiency has automatically exceeded the demand of SABRE due to its adding function associated with efficiency for the travel agent. It has enabled the travel agent to acquire low fares. This plan has been able to exceed reservation service to incorporate rental cars and hotels also. The SABRE system provides a complete customer experience from flight schedule to checking and retrieving luggage (SABRE, 2023)
Regarding the overall approaches adopted by American Airlines, which has incorporated the formation of the competitive strategies of cost leadership and product differentiation, the concern will be given to using the Porter generic Strategy model. Regarding this model, three prime strategic aspects are available to organisations for competitive advancement. These aspects are "cost leadership", "Differentiation", and focus. Thus, by considering porter's generic strategy, it was recognised that the organisation has significantly undertaken the cost leadership strategy (Hwang et al. 2018). 
Cost Leadership: According to Porter’s theory, the company is focused on reducing costs and increasing profitability; it has implemented some cost-saving measures and increased efficiency in operation. By Example: American Airlines adopted the SABRE system to reduce its leadership cost. 
Differentiation means the company aims to differentiate their services from competitors by providing better services at a reasonable cost. To differentiate their services from competitors as more legroom, better Wi-Fi-connection, and entertainment during their flights. The main competitor of American Airlines is Delta Airlines. (J. Magretta, 2011) 
The company has focused on exceeding profit by reducing costs by developing SABRE, which has enabled it to minimise the cost of seat reservations and has enabled it to acquire a competitive advantage in the market. It has also helped the organisation acquire a more significant market share due to a reduction in price while continuously making a reasonable profit from every growth driven due to the cost strategy. In context with this cost, leaders in the process have enabled the organisation to become leaders in the aspect of cost in the airline industry. They have also helped the company exchange its reservation service by incorporating cards and hotels. On the other hand, differentiation mainly contains forming products and services that are entirely different and highly attractive compared to the competitors. Forming an effective differentiation strategy generally requires significant research and innovation and the ability to deliver excellent products or services.
Regarding this, it was recognised that the semi-automatic reservation environment, which was initially a part of American Airlines, has exceeded the presence of online transactions (Singh, 2019). It was the first-time computers were used for connecting through the network, enabling people living in different places to incorporate data while processing requests for information and undertaking business. This service was the first real-time business application. This indicated that the company had optimum utilisation of product differentiation, which has ultimately helped them acquire competitive strategies. 
Further, by considering the Porter generic strategic model (J. Magretta, 2011), it was recognised that the organisation that utilises a focus strategy tends to concentrate on specific market requirements by recognising the market dynamics and understanding customers’ unique needs. The company significantly recognised this unique requirement, and they have developed SABRE. Using the Porter generic model, it was understood that the company had incorporated competitive strategies of cost leadership and product differentiation.
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Figure 1: Porter's Generic Strategies
(Source: Science Dire, 2001)
[bookmark: _Toc128216488][bookmark: _Toc128217550] In what ways did SABRE provide American Airlines with a competitive advantage? Your analysis should refer to concepts related to the strategic use of information systems, for example, entry barriers.
         It can be specified that SABRE has provided American Airlines with significant competitive advantages, enabling the organisation to meet the market’s requirements. Regarding this, it was recognised that the strategic information system tends to provide a significant connection between the needs of the organisation and advanced Information Technology. This approach offers significant support for the organisation to hold a strong position in the market by effectively utilising Information Technology (Simao and Franco, 2018).  
Further, to understand information system strategic utilisation like entry barriers, the concern will be given on making utilisation of Porter’s five forces as well as porter's value chain model. 
[bookmark: _Toc128217551]Porter 5 forces
It can be specified that the airline industry has been able to acquire competitive advantages after incorporating SABER. To understand this, Porter's five forces have been clearly illustrated in the section below. Porter’s five forces are detailed and explained by J. Magretta in her book” Understanding Michael Porter” 2011. These five forces are illustrated below with application to American Airlines' particular situation.
Bargaining power of Supplier: It can be specified that the bargaining power of suppliers in the airline industry is extreme due to inputs like labour, fuel, and aircraft, which are impacted by the external environment. For instance, it was understood that aviation fuel prices considerably impact the company. The power of suppliers is essential in the airline industry; the challenge for American Airlines is negotiating favourable terms with their suppliers.
Bargaining power of Buyer: Due to the implementation of online booking, passengers can immediately go to the agents and airlines for ticketing requirements. Further, the strict regulation on the demand aspects of the airline industry specifies that passengers and fliers are secured under the regulator state that there is a balance of power. Thus, the buyer power is moderate. People need to travel, and there are few options; the airline is the faster way, and the competition is moderate in this industry. 
The threat of new entrants: It was seen that the organisation American Airlines is one of the leading firms in the USA. Thus, the threat of new entrants to the airline injury is shallow due to the higher cost associated with capital and infrastructure investments. Any new company will need to go through other losses initially to survive in the market.  The threat of a new entrance is low in this industry because of the cost involved on one side, and the company in the industry has already created brand loyalty, these are good news for American Airlines. 
The threat of substitutes: The danger associated with replacements within the airline industry is low. Air travel provides customers with one of the most significant ways of travelling, particularly when any passenger intends to travel internationally. Further, the continuous use of new technology has also enabled the organisation to reduce the threat of substitutes. Thus, the switching cost is desirable. But after Covid-19, all this can change; for example, many companies choose to reduce working travel and use videoconferencing instead. 
The intensity of competitive rivalry: An intense rivalry exists between other companies operating in the airline industry and American Airlines. Regarding this, airline companies compete on price, customer services, routes and flight timetables. American Airlines developed a loyalty scheme to differentiate itself from its competitors and provided a five-millage credit for each dollar spent in a specific period. The main competitors of American Airlines are Delta Air Lines, Southwest, and Lufthansa. (BSH, 2023)
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Figure 2: Porter's five forces

(Source: edrawmind.com, 2023)
[bookmark: _Toc128217552]Porter's value chain model

     Porter’s Value Chain Model is a framework that analyses an organisation's activities and how they add value to that organisation. This model can help companies to identify the areas that need improvements and gain a competitive advantage. This model consists of two main activities and four activities.  Primary activities are inbound logistics, operations, outbound logistics, marketing and sales, and services. The secondary activities involve the acquisition, technology development, human resources, and organisation infrastructure. Primary activities directly involve designing and delivering the product and services. The secondary activities aim to optimise and enhance the effectiveness and efficiency of the primary activities. ( J. Margeta, 2011) 
Inbound logistics
Strong connections with suppliers are vital as their help is essential to acquiring, accumulating, and distributing the product. American airlines need help with the product development level. Inbound logistics enable the company to focus on developing raw materials, getting input, and distributing materials to begin production.
Operation 
The operational Activities of the company are the step of processing the raw material into a finished product. The operation of American Airlines involves planning the flight and ensuring safety measures are in place. The operation also includes the customer’s check-in service, luggage handling, and ensuring entertainment during the flights. 
Outbound Logistics
It involves the approaches that deliver the product to the customers by undertaking different intermediaries. Activities such as storage and distribution are part of outbound logistics. The company should place a system to track the luggage and ensure all arrive at the right destination and on time. 
Marketing and sales
American airlines activate significant marketing campaigns to promote any new product or service launched. The Air pass was a failure for the company’s marketing strategy. (E. Kate, 2018) 
     American Airlines uses information systems to create entry barriers for competitors. The company used the online booking system to gain a competitive advantage. The company booking system is an integrated part of other information systems, such as inventory and revenue management, which allows the company to optimise the price and capacity utilisation. American Airlines set up some high standards in the industry, making it difficult for new competitors to enter this market. 
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Figure 3: Value chain model
(Source: Source: E. Kate, 2018)
[bookmark: _Toc128217553]Despite the unquestionable success of SABRE, American Airlines could not sustain its competitive edge after the late 1980s. What factors contributed to the business's advantage over rivals eroding, and how did the company respond?
 It was recognised that SABRE provides American Airlines with a significant strategic advantage, pushing almost every airline to form its booking system. Most of them turned to IBM. America extended SABRE to travel agencies in 1976, enabling them to register bookings directly. The technology advancement had improved to the point where it could incorporate one million tickets. American Airlines formed easy-Sabre in 1985 to enable users with online access via the Internet and services such as CompuServe. After this, SABRE made history again by developing the industry's first revenue management system, which assisted airlines in maximising the airfare at which each ticket was sold (Duan et al. 2019).
Regarding this, it was understood that the company American airlines had acquired a significant comparative advantage with the launch of SABER but could only maintain its competitive advantage in the late 1980s. Regarding this, in the below section, the concern will be given on discussing the factors that have resulted in the erosion of the companies over its competitors. Some of the factors have been considered from Porter's five forces and value chain model, which have specified different elements that have impacted the competitive environment of American Airlines.
Irrelevant strategic plan: It was recognised that the company had developed an unlimited air pass strategy in which, three decades ago, 28 lucky people had been able to manage to snag one of the most incredible deals that have been developed to date from American Airlines. This strategy incorporates a one-time fee of around 250K dollars. Acquiring this pass will provide customers with unlimited first-class travel for a lifetime. The companion pass can be purchased by paying an additional 150k dollars, enabling the pass holder to bring along any person for the right. This strategy of unlimited Air pass has proved fatal for the company as it has cost millions of dollars yearly. This has resulted in high costs for the company. (C. Rothstein, 2019)
New competition: In the late 1980s, there was the emergence of much new competition in the market as the airline industry at the time was in its developing stage, and many investors saw the airline business as highly profitable. Competition in the airline industry has also proved to be a relevant factor in American Airlines' struggle since 1980. The major competitors of the Airlines are "Southwest Airlines", "Spirit Airlines and United airlines' and "Delta Airlines". ( BSH, 2023)
High fixed and variable costs: Aircraft are highly costly components associated with the equipment, and airlines need to further make more outstanding lease and loan repayments despite the business circumstances. More excellent commercial jets could acquire a lifetime of around 25-30 years. Airlines also require more significant labour for critical activities (Shahroom and Hussin, 2018). Undertaking payroll costs is another element of related fixed costs that must be acquired monthly. Volatility in oil prices can be specified as another significant challenge that airlines have to manage.
Staffing shortage: It was seen that the company American Airlines had to cancel many flights due to the staffing shortage. This has also impacted the organisation’s competitive edge. The covid-19 pandemic accentuates the staff shortage problem. 
Image for hassles and poor service: long lines resulting due to the security method at the check-in, cramped seating, and inappropriate schedules are some of the significant issues that have resulted in the downfall of American airlines after 1980. 
But the company has managed effectively to survive in the market by making specific changes and is still one of the leading players in this market. The company has adopted many innovative technologies and network strategies to improve its performance and provide the company with an excellent competitive edge in the market. It adopted different techniques to ensure it could differentiate itself from the recognised competitors by considering Porter's generic strategy. 
    Customers can reduce their travel spending in times of economic uncertainty. The COVID-19 pandemic, for example, had several impacts on airline companies, and American Airlines reported some significant losses. Overall, American Airlines has faced significant changes in the last years; the company is still competitive in this market. The company should use the Knowledge Management System to improve its operations, services and customer management to remain competitive. 
[bookmark: _Toc128216489][bookmark: _Toc128217554]  Information system
   It can be specified that the information system is the integrated segment of the component for accumulating, storing, processing, and providing data and ideas as digital products. (M. Raja at al. 2011) Many business organisations depend on the information system to undertake and manage approaches while interacting with the customers' suppliers and forming significant market competition. In context, it can be specified that information systems are mainly utilised for operating the inter-organizational supply chain and the electronic market (Attaran et al. 2019). 
For example, corporations utilise information systems to undertake financial accounts while managing their human resources and acquiring potential customers with the help of online promotion. Many large organisations are formed entirely by stressing the information system. This mainly incorporates eBay, which is one of the most significant option marketplaces. The second company is Amazon which operates as an electronic mall and provides cloud computing services and others.  
[bookmark: _Toc128217555]Give examples of each of the various computer-based information system kinds that are appropriate for use in business.
     Computer-based information systems (CBIS) represent the electronic systems that help the organisation to achieve, store, process and transfer information. CBIS in a business context includes transactional processing systems, management information systems, decision support systems, customer relationship management, and enterprise resource planning system (ERP) knowledge management systems (KMS). (M. Raja at all, 2011)
Transaction processing systems.  They are used to record the business transactions such as sales, purchases, and payments—examples: cash machines, order entry systems, and payroll applications. One of the first transaction systems was direct debit, used by Unilever to collect money from ice cream vendors. In 1994 Pizza Hut was the first company which allowed customers to buy with a card and pay for their orders online. In 1997 Coca-Cola allowed the first mobile payment. Even American Airlines’ success comes after allowing customers to buy electronic tickets with SABRE system help. (London& Zurich, 2023) 
Management Information System (MIS). This system is used to support the decision-making process inside an organisation. Can provide managers with reports, diagrams, and dashboards to show the critical performance indicators. Examples in a business context are sales, inventory, and financial reports. (M. Raja at all, 2011)
Decision Support Systems. This system is used to support complex decision activities; this system uses data analysis tools and models to help managers make the right decision—examples: marketing research systems and supply chain systems.
Customer Relationship Management System. It manages the connection with customers and suppliers, including customer data, sales, marketing campaigns and customer services. Examples: CRM, HubSpot, Salesforce.
Enterprise Resource Planning Systems. It is a complex system that integrates all the organisation aspects from operation to finance, human resources and logistics. Examples: SAP, Oracle and Microsoft Dynamics. 
A knowledge Management System (KMS) stores, manages and transfers information within an organisation. This system can include complex databases, the internet or even people specialist in some area with specific knowledge—for example, learning management systems and customer portals. 
    The Information system is essential for any business in this digital environment. It can help the organisation to communicate more effectively and improve the management decision and customer experience. 
[bookmark: _Toc128217556]Give examples of how computer-based information tools can be helpful to managers at all organisational levels.
    The concept considering that the managers’ performance will be impacted by implementing the “Information Technology '' was elaborated initially in the year. 1958. 
It can be specified that a computer-based information system can support managers at each level of an organisation (Helfaya, 2019). There are generally three levels of management in the organisation, which mainly incorporate top-level management, middle-level management, and lower-level management.  These will be considered in the section below to understand the computer-based information system supporting the manager at different levels of the organisation.

Top-level management: It can be stated that top-level management mainly incorporates the directors, general managers, and other senior executives. They mainly indulge in fixing the firm’s objectives while forming the policies and undertaking vital decisions to meet the set objectives (Labunska et al. 2022). They mainly indulge in instructing lower-level management in terms of their work. At this level, enterprise resource planning is used by the manager for effectiveness.  It enables managers to add the data and methods of the firm into one individual system. Enterprise resource planning procedures (ERP) tend to acquire much work incorporating hardware and software.  For attaining integration ERP system utilised a joined database to accumulate the data for variant functions developed all over the firm. The word ERP is generally regarded as a great organisation planned for using resources. Specific ERP packages are available that undertake two functions for the firm payroll and accounting, while most ERPs undertake many operations. On the other hand, the "Executive Information system" is a kind of management system that enables the managers to assist and support data and decision-making requirements by considering the access provided by EIS of both internal as well as external data associated with meeting the strategic goals of the firms. EIS is the firm's most excellent decision support system that supports the managers in evaluating as well as emphasising the trend in vital variables to ensure that they can monitor performance and recognise the opportunities as well as issues. (M. Raja al, 2011) 

Middle-Level Management: In the middle management level, heads of the financial department are involved. They are accountable to the top management. They mainly focus on the firm objectives and the direct function of the management. Interpreting the programs and policies specified by the top management, managing the department as per the strategies, guiding and influencing staff, coordinating with different departments, evaluating the performance of the subordinates, and sending it to the top-level management are the concerns of the middle level. This level mainly focuses on "Management information and reporting systems" (Tian et al. 2021). 
These systems tend to provide mid-range and senior managers with regular, elaborative data that support them in determining their performance and forming significant decisions reliant on the data. Even at this level, managers also make use of the "Decision support system" to guide mid-level as well as higher-level managers in forming complicated decisions. There is the presence of decision support systems that help the manager form consensus-reliant decisions that are generally regarded as "group-focused decision support systems". This type of decision support system is explicitly geared toward the more fantastic range of managers, the "executive support system". It is generally formed to help the executives to monitor the specific items that are crucial to their data and a more excellent range of decisions.   It provides more significant capabilities, significant telecommunication, and significant display options. It forms a practical decision by elaborating on the internal information acquired from MIS.

Lower-level management: Lower range of management is highly vital for undertaking the subversion. This range mainly incorporates supervisors, accounts officers, sales officers, foremen, and others. They are mainly concerned with the path and managed function of the management.  The stresses on developing a plan for every day or weekly, forming the task of the considered group, allotting the work to the workers under him, giving instructions at the site, motivating the staff, arranging materials, and others for staff, guiding the workers and super filming them, managing discipline and connection among the staffs (Liswaniso, 2022).
 These processes capture and formulate the business transaction. It can also be regarded as the "data processing system". It is generally utilised in the operational range. It enables to form of informative reports of day-to-day transactions. In this, the reports formed are helpful for managers operating at lower levels in the organisation. At this level, the manager can also use the "office automation system" for undertaking conferences and developing reports and messages. At this stage, applications like word processing and email are being used.  
[bookmark: _Toc128216490][bookmark: _Toc128217557]   Conclusion
     The purpose of this report was to illustrate the importance of knowledge management in business and even in personal life. The structure of this report will be based on the Graham Gibbs model developed in 1998. This learning model is based on stages: descriptions, feelings, evaluation, analysis, conclusion and action plan. (N. Brown, 2023)
The report started with presenting the American Airlines situation; the company successfully used the SABRE system and gained competitive advantages. The experience was a positive one for the company and the customers. Still, the faster evolution of technology will force any company to continue developing to keep its position in the market. The same as employees or businesspeople is essential to improve their knowledge and be competitive. For example, many jobs are lost because robots can replace people's work; people must constantly improve their skills and keep their employability. In conclusion, Knowledge Management is essential for businesses and employees by improving efficiency, productivity, decision-making process, customer service, learning and development, strategic planning and creating a competitive advantage. Knowledge can be a powerful tool to help people and organisations achieve their objectives. 
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