





Task 1: Part 1

Question 1. Describe how the overall approach adopted by American Airlines incorporated the basic competitive strategies of cost leadership and product differentiation.
American Airlines adopted a general approach that incorporated the two basic competitive strategies of cost leadership and differentiation. in his writings on generic strategies, Michael Porter informs that an organization can achieve competitive advantage over its competitors through differentiation and cost leadership. In differentiation, Porter argues that an organization ought to ensure that the products or services it produces have unique selling points when compared to those produced by its competitors. In doing so, Porter argues, the organization will have achieved product differentiation and it will gain competitive advantage as customers will prefer its products in order to enjoy their unique selling points. In cost differentiation, Porter argues that an organization can gain competitive advantage by providing goods and services at a cost that beats that of its competitors from a customer’s point of view (Kim, Nam, and Stimpert, 2004). Therefore, customers will prefer the organization’s products and/or services in order to enjoy the low cost. In conjunction, the two strategies put an organization ahead of competition hence the achievement of overall competitive advantage. 
The above two basic competitive advantage strategies were incorporated into the approach that American Airlines adopted. According to the case study provided, it is reported that the airline introduced a system by the name Semi-Automatic Business Research Environment (SABRE). The system, as the case study shows, was designed to automate the process of reserving seats through the internet such that the customers would not have to physically visit the company’s premises. Moreover, the case study informs that the system reduced the cost of the reservation process. Through the system, the company achieved product differentiation in the following manner: at the time of the introduction of the system, all other airlines depended on manual means for seat reservations. Therefore, when American Airlines introduced the automated SABRE system, it provided unique services to the aviation customers hence product differentiation. On cost leadership, American Airlines achieved this strategy in the aviation industry through two main ways. 
Firstly, the system made the cost of seat reservation cheaper at the customers’ end. Because customers could reserve their flight seats without physically visiting company’s premises, the additional cost of travel and lodgings they incurred were cut by the company. Secondly, the cost of seat reservation also reduced from the company’s perspective. All the infrastructure that was required to make the physical reservations possible were rendered unnecessary. Therefore, the company did not have to pay for expenses such as salaries for the attendees that made the previous manual system possible and expenses for items such as stationary. On the whole, as the case study shows, American Airlines was able to save 30% on the investments it made to make its operations possible. The saving on investment that the company made it possible for it to reduce the cost of its services. AS a consequence of the reduced cost of operation and cost of services, American Airlines was able to achieve cost leadership over its competitors. 
The other airlines were still incurring additional costs of operation that American Airlines had managed to cut due to the SABRE system. Therefore, they were unable to match American Airlines’ prices, which meant the company had the advantage of cheaper flights. In light of the above, it is evident that the introduction of the SABRE system afforded American Airlines the opportunity to reduce the cost of its services thus achieving cost leadership. Additionally, the system also offered the company the opportunity to differentiate its services as it automated the process of seat reservation, which was unlike any other company at the time. The ability of the company to incorporate the two basic strategies of cost leadership in its overall strategy is reflected in several research papers on the subject of competitive strategy. For example, in an article titled ‘The development of information-based competence and execution of information-based competition’ the authors argue that the airline was among the first organizations in the aviation industry to distinguish itself in terms of cost and product differentiation (Duncan, Richard, and James, 1995).






Question 2. In what ways did SABRE provide American Airlines with a competitive advantage?
The nature of competition in an industry determines the competitive advantage that an organization that operates within it can amass. Michael Porter argues that there are five key forces that determine the competitive nature of an industry, and which an organization should be able to ensure they work to its advantage if it is to gain competitive advantage. The five forces include the threat of new entrants to the industry, bargaining power of suppliers, bargaining power of customers, threats of substitute products and the degree of competitive rivalry (Porter and Strategy, 1980). One of the ways through which American Airlines gained competitive advantage is by making the force of customers’ bargaining power work in its favor. The bargaining power of customers is the extent to which buyers can dictate the price of goods in the market. The more powerful they are, the more they can determine the price of goods and services. When American Airlines introduced the SABRE system into its services, it gave the customers in American aviation the ability to choose their cheaper services. This increased their bargaining power as they could hold the choice against the prices offered by other airlines. As a result, the customers gained the power to negotiate, which worked in favor of American Airlines as they chose its services hence the competitive advantage. Giving buyers the power to make choices in favor of an organization is one of the surest ways of gaining competitive advantage as the organization offering them the power will be able to dictate the prices in the market (Porter and Strategy, 1980). Porter writes that one of the ways that buyers can gain power is by incurring low or negative switching cost. American Airlines made the cost to switch to its services negative for the buyers as they paid less by preferring the airline’s services thus gaining competitive advantage.
	American Airlines further gained competitive advantage by reducing the threat that the substitute products posed to its operations. A substitute product can be defined as a product that can satisfy the same need that is produced by another organization capable of achieving the same sales volume as the organization looking to gain competitive advantage. Moreover, the competition that such a product can pose increases if the organization offering it can reduce the market price (Porter, 1985). American Airline managed to acquire competitive advantage by rendering the substitute products incapable of competing with its services. The SABRE system made the substitute products less threatening as they did not have the distinction of automation that the services offered by American Airlines had. Finally, American Airlines gained competitive advantage by making the aviation industry difficult to enter for potential companies. In Porter’s writings, he argues that one of the factors that determine the competitive nature of an industry, and one that is capable of giving an organization the ability to gain competitive advantage, is barriers to entry. Barriers to entry in an industry are the issues that a potential company will have to overcome before it can successfully enter and thrive in the market (Porter, 1985). An industry that is easy to enter will attract many companies which will act as competition to the existing companies. For American Airlines, the SABRE system that the company introduced raised the barrier to entry. Entities that wished to enter the aviation industry had to acquire the system as this was the only way of successfully attracting customers. However, other companies could not navigate the barrier as the system depended on the internet, which was a new technology that was not yet readily available as it currently is. In summary, American Airlines gained competitive advantage by raising the barrier to entering the aviation industry, increasing the buyers bargaining power and making the force favor the company, and reducing the threat that similar substitute services posed by distinguishing its services through automation of the reservation process.















Question 3. Although SABRE was undoubtedly successful, American Airlines was not able to maintain its competitive advantage beyond the late 1980s. What factors played a part in the erosion of the company’s lead over its competitors and how did the company react?
The SABRE system enabled American Airlines to have competitive advantage over its competitors, but the company could not maintain the advantage after the late 1980s. literature on the American Aviation industry has ascribed this failure to several reasons. Firstly, the company failed to maintain the advantage mainly because of the spread of the internet technology. Part of the reason why other companies found it difficult to replicate such a system and build a similar system before the 1980s was the fact that the internet was a new innovation and not many tech companies aside from IBM were able to use it to recreate SABRE in another form (Copeland, Mason, and McKenney, 1995). However, in the late 1980s, other tech companies had learnt how to use the internet to create systems that worked like SABRE. As a result, competing airlines teamed up with such tech companies to produce reservation systems that automated and reduced the cost of reserving seats (Siau, 2003). This led to American Airlines losing the competitive advantage they had earned due to possessing the SABRE system. 
	Secondly, experts in American aviation industry have also ascribed the failure of American Airlines to maintain its competitive advantage past the late 1980s to the highly competitive nature of the industry. The American aviation industry is ranked among the most competitive industries in the country and companies that operate in the space are under constant threat from emerging and growing airlines (Kim, Nam, & Stimpert, 2004). One of the reasons why the American aviation industry became highly competitive in the late 1980s is the deregulation of the industry in 1978 through the Airline Deregulation Act. The act lifted all federal control and regulations on the industry such as the price of air tickets, routes, and regulations for new entrants. The act led to the introduction of a free market in the industry were the forces of demand and supply dictated the winners and losers in the market (Freeman, 1978). The resultant environment was one where entities could start airlines designed to cost little amounts of financial cost and offer services at cheaper prices. Such airlines included small point-to-point airlines that provided commuter services to passengers travelling small distances. Such airlines operated at low costs because they could maintain a fleet of small airplanes whose mechanics and pilots can be trained and paid at low costs (Porter, 1985). The existence of such airlines provided stiff competition to American Airlines and managed to take some of its market share, hence losing its competitive advantage.
	The third reason why American Airlines lost its competitive advantage was the merger of other smaller airlines. Other airlines merged into airlines that could enjoy the economies of scale that American Airlines enjoyed die to its size. As a result, the airlines were able to compete at the same level with American Airlines thus intensifying the degree of rivalry competitiveness. The airlines that resulted from the merges were able to afford the services that American Airlines provided to its customers hence nullifying the product differentiation that the airline had established. For example, in 1986, Alaska Airlines acquired Jet American Airlines and Horizon Air (Hannigan, Hamilton III and Mudambi, 2015). The acquisition of the two airlines gave Alaska Airlines with the financial power to compete with American Airlines; a development that reduced the competitive advantage that American Airlines had gained up to that point. American Airlines, however, employed strategies designed to respond to the loss of competitive advantage in the late 1980s. The main strategy that the company employed is that of pricing strategy (Porter, 1985). As a means of upholding its competitive advantage, the company employed the strategy of matching the prices that the low cost, point-to-point airlines charged. In routes where such small airlines share with the American Airlines, the latter has been able to use the advantages of economies of scale and matched the prices offered by the low-cost airlines (Mazzeo, 2003). Consequently, the airline has been able to respond to the loss of competitive advantage by training some of its customers through the pricing strategy described above.













Task 1: Part 2

Question 1: Define an information system.
An information system is a combination of components that an organization employs in the process of collecting, analyzing, and summarizing important information for purposes of decision-making at all levels of management. The main aim of a business information system is to produce data that can be used to steer the businesses in a direction that promises the best possible chances for success. As such, an information system is at the center of the business’ operations as it dictates the processes of planning, control and coordination. In addition, an information system has critical components that support its performance, which include, the human resources that operate the system, the hardware that comprises the physical components of the system, the software, and the data that the system works on (Bourgeois and Bourgeois, 2014). Two examples of information systems include the transaction processing system and the office automation system that manage transaction information and automate recurring office duties respectively.

Question 2: Describe the categories of computer-based information systems, providing relevant business examples for each category identified.
 
	Type of system
	Description 
	Example 

	Management Information System (MIS)
	An MIS is designed to gather data from a variety of online sources and analyze the information for purposes of aiding managers in the decision-making process. The system summarizes the information acquired from the transaction processing system and presents the analysis to mid-level managers (Mentzas, 1994).  
	Production schedule and budget summaries.

	Executive Information System (EIS)
	EIS is a computer-based system that is designed to provide the executive managers with information pertaining to the internal and external factors affecting the organization’s success. The EIS typically collects critical data and filters it for critical information that it will present to the executives who use it to make high level decisions (Mentzas, 1994). 
	Introducing new products, starting a companywide cost control
Program.

	Executive Support System (ESS) 
	The ESS performs the functions of the EIS described above but includes additional electronic communication functions. The system is capable of sending emails, managing e-conferences and processing word documents. Moreover, the system if capable of analyzing data using spreadsheets and using query language (Mentzas, 1994).  
	External databases

	Decision Support System (DSS)
	DSS can be succinctly described as a computer-based system that relies on interactive computers to supply information to an organization’s decision-making executive to make decisions on unstructured problems (Mentzas, 1994).
	GPS route planning

	Group Decision Support System (GDSS) 
	The GDSS is a system designed to facilitate the decision-making process where unstructured decisions are made by a group of managers. The system relies on the existence of facilities such as the electronic boardroom, teleconference facilities, information center and group network among others (Mentzas, 1994).
	Videoconferencing 

	Electronic Meeting System (EMS)
	EMS are designed to provide the infrastructure to conduct a meeting for people located at different physical locations. The system is characterized by two distinct features which include anonymity for the contributors and parallel communication (Mentzas, 1994).   
	electronic brainstorming

	Organizational decision support systems (ODSS)
	An organization consists of several groups and teams. The ODSS is designed to help the groups work with information that concerns all of them and transcends any specific group. The information that the system handles also transcends a single activity or decision (Mentzas, 1994). 
	Clinical ODSS

	Expert systems (ES)
	These are systems designed to mimic human expertise and provide advice to high level managers in the process of making processing decisions. The systems take knowledge and information and provide intelligent advice to managers (Mentzas, 1994). 
	MYCIN

	Office information systems (OIS)
	OIS are information systems designed to automate the bulk of office work. The system has been modelled to handle three types of office work namely, passive office objects, office procedures, and communication issues (Mentzas, 1994). 
	Electronic data interchange.

	Intelligent Organizational Information Systems (IOIS)
	IOIS are computer-based systems designed to make up for the deficiencies of all the other CBIS. All the other systems have the deficiency of failure to satisfy the communication related processes in an organization. Secondly, none of the existing CBIS address the problems of large organizations such as conflict resolution (Mentzas, 1994). The IOIS are designed to address the above problems through loosely coupled task sharing facilities.  
	Collaborative planning, forecasting and replenishment (CPFR) systems in the retail sector. 


Question 3: Explain how computer-based information systems can support managers at each level of an organization
Computer-based information systems support managers at each level manage their organizations with efficiency. The pyramid below provides a representation of how the different CBIS can help managers at different levels of management.          	    
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Low level managers are some of the most important officials in an organization. Despite their low rank in the hierarchy of authority, low-level managers are tasked with the most fundamental roles in organizational management (Fagenson, 1988). To successfully carry out these tasks, low-level managers need the help of CBIS designed to automate their tasks and ensure high level of efficiency. More specifically, low level managers need the help of transaction processing systems (TPS) to help them carry out their tasks. The need for such systems is informed by the fact that most of what low-level managers do is transaction-based operations. One of the roles for which low-level managers need the help of computer-based transaction processing systems is employee recordkeeping. Low-level managers handle different kinds of information about the employees of their organizations that require to be recorded and stored for references whenever necessary. For such operations to be efficiently implemented, low-level managers need the help of computer-based information systems. Secondly, low-level managers need the help of CBIS for purposes of handling the payroll accounts payable. It is the responsibility of low-level managers to handle the payment process of the workers and need the help of CBIS to perform the duties, especially when the organization has numerous workers. Thirdly, low level managers need the help of computer-based systems to perform the duties of material management control. The managers at this level are responsible for managing the materials used in the process of producing the goods and services in which the organization deals. The process of managing the available materials requires the input of computer-based systems that track the incomings and outgoings. Finally, low-level managers need the help of CBISs to carry out order processing as it is one of their key functions. Processing orders requires information on the available inventory and finances as well other important pieces of information. Therefore, for low-level managers to successfully carry out the function they need the help of CBISs designed to avail such information to them and help them make the right decision.

Mid-Level Manager
Like Low level managers, mid-level managers also have to perform management tasks that need computer-based information systems. At mid-level management, managers need the help of two types of CBISs namely, Management Information Systems (MIS) and the Decision Support System (DSS) (Wood and Bandura, 1989). One of the tasks for which mid-level managers need help from the CBIS is sales management. At mid-level management, managers manage the sales of the company by analyzing information on the volume of sales made and the measuring the sales against the sales objectives. Managers at this level, therefore, require the help of MIS and DSS to analyze the information and make the right decisions. In addition, mid-level managers require the help of CBIS to carry out inventory control. Mid-level managers are tasked with managing the organization’s inventory and ensuring that it is always in a position to serve the organization’s needs. Controlling the inventory requires CBISs designed to gather and analyze information on inventory. Thirdly, mid-level managers need the help of CBIS to carry out tasks related to annual budgeting. In annual budgeting, an organization is required to forecast the financial needs of its operations and allocate financial resources accordingly. Mid-level managers need the help of CBIS to carry out tasks and make decisions related to budgeting. Finally, in the event of relocation of one branch or the entire organization, mid-level managers need the help of CBISs to plan on and control the cost of the relocation activities. 

Top-Level Managers
	At the top most level of organizational management, managers are mostly involved in strategic planning. Therefore, they need the help of systems designed to help them make long-term decisions on behalf of their organizations. At top-level management, managers mostly rely on the help of Executive Support Systems (ESS). One of the activities for which top-level managers need the help of CBIS is sales trend forecasting where managers try to predict the trajectory their organization’s sales in the coming years. Another activity where the CBIS help top level managers is that of profit planning where they make decisions on the exact actions that the organization will need to take in order to achieve its profit targets. Thirdly, top-level managers need the help of CBIS to carry out personnel planning for their organizations where they make decisions on the current and future human resource needs for the organization as dictated by the set objectives. Finally, CBIS help top-level managers to carry out tasks related to operational planning for periods of up to five years. At top-level management, managers are concerned with steering the organization towards its objectives at the strategic level. Therefore, they plan on how the organization will operate in order to achieve the set targets. Such activities require the help of executive support systems that provide expert advice on how to make related decisions. 
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