



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 is a US airline company, one of the largest in the world. It started in 1926 as a mail delivery service; eight years later, it began with passenger transport (American Airlines, 2022). The company made remarkable growth during its almost 100 years of history, starting from the root to becoming the largest airline company today. AA (American Airlines), also called simply American, had its ups and downs during its journey. Based on the case study, the answer to the question will focus on 1950 from the company's history and use Porter’s Generic Strategy to discuss theory. According to Kim, Nam and Stimpert (2004, p. 571), Porter's principles determine whether the company needs to adopt a cost-effectiveness approach or to identify differentiators as a competitive advantage. The cost-effectiveness approach is when the business targets large markets and gains a competitive advantage through low costs. The differentiators' approach is an attempt to gain a competitive advantage by developing un unique products. Companies may also adopt a focused approach by focusing on small market areas or niches and accenting either low prices or uniqueness. 
The case study is focused on the joint project between American Airlines and IBM to develop the first-ever real-time booking system, SABRE (Semi-Automatic Business Research Environment). The idea was born when C. R. Smith, the president of American Airlines, was sitting during a flight next to R. Blair Smith, a young employee of IBM (IBM, 2022). The outcome of their conversation placed the beginning of the SABRE joint project. The processing and recording of airline reservations used to be done manually before SABRE. On coloured index cards, a system of ticks was utilised to track availability for specific flights. Reservation agents may locate a flight's card and count the ticks to determine how many seats are still available. The technique was complex, labour-intensive, and heavy because passenger information was separately recorded as handwritten records. For instance, it took 12 different persons more than a dozen other processes to book a round trip from New York City to Buffalo over three hours. 
AA flights increased after the end of the second world war. This, combined with American Airlines’ inability to track the availability of vacant seats and associate passenger names with reserved seats. As a result, some errors frequently cause over or under-booked flight costs, problems with the passenger experience, and under-utilisation of the aircraft (Sabre, 2022). All of that became the reason for the company's president, Mr Smith, to decide to invest in this expensive venture. In terms of Porter's generic strategy, this American Airlines solution can be defined as creating a unique product. Also, in terms of the fact that such a product did not exist yet at the time and considering how difficult it was for airlines to operate on flight bookings, the strategy can be defined as finding a niche or focused approach in terms of Porter's generic design. SABRE started its fully operational in 1964 (Sabre, 2022), which gave American Airlines a year advantage over any other airline. That, together with the uniqueness of SABRE on the market, shows that American Airlines' generic strategy was “differentiation focus”.
Furthermore, SABRE saved 30% of its investments, making American Airlines' approach cost oriented. Regarding American Airlines' strategy, the project SABRE is unique with its cost, differentiation, and focus (niche) approach. It fulfils all three categories: a fantastic (amazing) product, innovative (needed on the market and new), and cost-effective.


Question 2: How 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. 

According to Porter (1985, p.3), competition is the engine that leads companies to success or failure. It determines companies' activities regarding innovations, performance, culture and values, competitive strategies, and implementation. Competitive strategy is the key to finding a favourable competitive position that allows the company to overcome the forces that determine industry competition. Porter (1980) explains the goal of competitive strategy as the tool that gives the company an understanding of the competition rules in a specific industry and determines the company's direction and actions to cope or even change those rules in its favour. Five forces determine an industry’s competitive rules (Porter, 1985, p.4), the threat of new entrants, the threat of substitutes, the bargaining power of buyers and suppliers, and the rivalry among the existing competitors. 
The threat of entrants for American Airlines is shallow. The airline industry is a sector that requires a massive number of investments to be made, such as purchasing aeroplanes, investing in infrastructure, etc. Also, the industry needs a high level of knowledge and understanding of the sector to build a sustainable airline business. 
The threat of substitute products for American Airlines is also very low. Even though it is more expensive than alternatives like roads or seaways, air travel has become a necessary mode of transportation, especially internationally. The airway industry is also more effective than alternatives in getting travellers to their destinations in less time. 
The bargaining power of customers is mid for American Airlines. Airline transport is cost dependent, as airline companies need a high number of flights to cover the initial cost and to develop profit out of their flight prices. American Airlines also needs to consider its competitor's prices, as the switching cost for the customers is low, and they can choose to book their flight at a lower cost with another airline company. 
The bargaining power of American Airlines suppliers for fuel or aeroplane suppliers is low, as the market rules apply to the whole sector and, therefore, will apply to their competitors. However, booking agencies' bargaining power is high for American Airlines, as they can sell tickets for any airline company.
The competitive rivalry threat is exceptionally high for American Airlines. Airline tickets price is highly dynamic. Therefore, airlines are constantly fighting for market share and stealing clients from one another. The competitive struggle is almost negligible switching costs for consumers switching between brands.
Porter’s five forces analysis shows that American Airlines need a competitive strategy to overcome the bargaining power of customers, bargaining power of travel agencies and the rivalry from the existing airlines. SABRE proved a competitive advantage in all those three sectors for American Airlines, making it the market leader. Here is how that happened:
SABRE is the software that links customers’ booking requests to fly on a specific date and flight with American Airlines' seat availability. The system makes booking a flight faster than the old manual booking method, taking three hours and many employees. In this sense, SABRE gave American Airlines a competitive advantage by cutting the wage costs of the employees who carried out the old booking procedure. This gives the company the benefit of offering lower flight prices, which is key to the threat to consumers' bargaining power. The speed and accuracy of SABRE ensure a significant competitive advantage in customer retention. Before SABRE was introduced, booking a flight was a long and imprecise process due to the possibility of human mistakes or the lack of enough time to find a seat because of the long booking process. 
For this reason, flights often turned out to be either overcrowded or half-empty. That did cost the company and customers losses. American Airlines was the first to use an automated system, with SABRE integrated a year before their competitors. Another tremendous competitive advantage SABRE provided to American Airlines was when the system was shared with the travel agencies. That strategy was so successful that travel agents generated around 80% of American spellings. The process also helped the company overcome the threat of bargaining suppliers. 
Regarding the competitive rivalry, SABRE provides American Airlines with the competitive advantage to display bias. That means that when American Airlines shared SABRE with the travel agencies, they earned the competitive advantage of owning the database and the benefit of their flyers being offered first place when the travel agents are looking for a seat for their customers. The travel agents are selling tickets for many airlines, but because SABRE was managed by American Airlines, their offers appeared on the screen in the first few rows. Furthermore, computers at that time were very slow, so 95% of the tickets sold seemed to be from the first page offered by the system. Moreover, American Airlines had the advantage over rivals by establishing entrance barriers and cost leadership by having all information regarding their competitor's customers and selling. That advantage made it hard for other airlines to compete in the market.

Question 3: Although SABRE was undoubtedly successful, American Airlines could not 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 problems for American Airlines started when in the late 1980s, SABRE separated from them and became a separate identity company Sabre Holding Corporation. This has led to the end of American Airlines' competitive advantage and increased tensions between the two organisations. As American Airlines' market position started to decline over time, it became clear that the company's competitive advantage was temporary. Problems began to arise when SABRE offered access to the system to numerous airlines and travel agencies. However, as American Airlines withdrew motivations like the cancellation of commissions for travel agents, multiple travel agencies and websites started to conceal and opt not to publish the fares provided by American Airlines (Sabre, 2022). Several travel agencies risk going out of business because they cannot sell American Airlines tickets due to the ongoing disagreement between Sabre and American Airlines.
While other airlines now have access to the SABRE system, which also connects travel agents worldwide and disseminates information globally, American Airlines has lost its primary competitive advantage and cannot promote the system as an exclusive technology. While SABRE became a separate company, they decided to look after their interests and started to charge booking fees to airlines listed in their system. However, suppose American Airlines decided not to use the system to sell its tickets due to a worsening relationship and instead invested in a new system. In that case, it will also hurt travel agents' worldwide sales and risk SABRE's popularity (Sabre, 2022). American Airlines decided not to invest in the new system because they needed to pay switching costs. Therefore, they are required to share that new system with the travel agents. Information systems may remain essential and valuable for a long time until they become outdated and no longer serve their intended function. However, it is challenging to maintain a system's competitive advantage in the modern business climate because other businesses could easily use the system, and the technology might spread more quickly than expected. Because of this, American Airlines could not maintain its competitive advantage in an age of technological innovation, even though it initially benefited from the system's deployment in the 1960s.

PART 2

Question 1: Define an information system.
An information system is a cooperative system of components that collects, stores, processes, and delivers data to deliver knowledge, information, and digital goods (Zwass, 2022). For instance, when we use a payment card at the cash register, we use an information system. It makes use of a terminal that is networked to other computers. The balance is automatically updated when the bank card provider requests personal identification information from the card for verification. Another example of an information system is the NHS system. Patient records can be transferred between hospital departments in the UK's NHS trusts. Medical professionals can view these computerised patient records from any NHS location across the entire health system.

Question 2: Describe the categories of computer-based information systems, providing relevant business examples for each type identified 

According to Bocij, Greasley and Hickie (2008, p.41), “a business information system is a group of interrelated components that work together to carry out input”.  Commercial businesses use different information system types. The major ones are:
 (TPS) Transaction Processing Systems were created to record the daily transactions required for business operations. TPS system collects, saves, modifies, and retrieves data transactions in a company. People, software, and hardware make up the three critical components of transaction processing systems. For example, a TPS system is a reservation system. That system can be used in any organisation to buy a cinema ticket, book a place at a hotel, etc. The main steps in TPS are input, output, processing, and storage of any data. Other examples of TPS are employee payroll records, and a store might update its sales statistics each day after it closes.
(MIS) The management information system collects, processes and transfers data from internal sources into information that is then passed on to managers to help them analyse, plan, and control their activities (Bocij, Greasley and Hickie, 2008)
A management report system generates reports on the activities among different departments and the financial flow of every management level within an organisation. That report helps the manager compare the company's performance to the prior planning period, monitor the expectations and make corrections if needed. The inventory system is another MIS that can be very helpful for managers in making decisions. The transfer of inventory from the warehouse to the department store, as well as sales and returns, are all tracked by the inventory system. A business that stocks and stores items are one of the most crucial management information systems.
(DSS) Decision support systems are those systems that assist managers in decision-making by supporting them in activities such as formulating, calculating, comparing, and selecting the best alternative. It can also help predict scenarios.
 As such example, GPS route planning analyses and compares a variety of potential possibilities. Many GPS devices also have traffic avoidance features that track traffic conditions in real-time and let drivers escape traffic jams. Another example is forecasting the weather. Some jurisdictions have employed DSS to notify citizens about potential dangers like floods. The system provides current meteorological information and likely historical and current data on county flood statistics and the boundaries of floodplains.
 Using (ESS) Executive Support systems, senior managers have access to a system that helps them make strategic and tactical decisions. Based on the input data, specific Executive Support System systems offer analysis capabilities that forecast some performance outcomes over time. Executives can benefit from this ESS since it provides potential consequences and easy access to the information and numbers required for decision-making. 

Question 3: Explain how computer-based information systems can support managers at each level of an organisation.

Using computers to address a wide range of organisational issues has expanded quickly. Although they were typically employed for transaction processing tasks, managers can now directly access computer power through a decision support system thanks to recent technological advancements (Asemi, Safari and Zavareh, 2011).
The information system compliment communication between employers and services and helps them communicate more efficiently. This is because the information is stored in files and folders that all employees have access to and can share at any time. It thus helps lower-level managers and staff communicate effectively. 
Business information systems maintain document storage, communication records, audit histories, and operational data (Asemi, Safari and Zavareh, 2011). Manual data storage is expensive and time-consuming. Data is stored in a database by information systems, making it more straightforward to locate the data. For the bottom-level employee, computer-based systems can be helpful in everyday duties in many ways. Today we are living in the era of knowledge and information. Using an information system is a component of almost every employment. Workers have it easier because long orders are promptly entered into the system and transmitted through the fulfilment chain, so the waiter no longer needs to recall them, for example. 
Additionally, the salesperson in the store only needs to check the information system to determine whether the product the customer wants to purchase is available rather than having to walk and check for it around the warehouse. Instead of discussing availability and costs with suppliers and then comparing afterwards, the travel agency employee quickly locates the best deal for the consumer in the information system. Another significant benefit of information technology is the ability to operate remotely. Remote collaboration on a single project is no longer problematic using information systems. This allows the freedom to not physically be present for occupations that do not involve physical work. For the middle management level, such as team leaders in the organisation, information systems help monitor the employees’ performance and make the necessary decisions based on that basis, for example.
Mediocre managers need information about how their organisation works and its primary responsibilities. The sales manager should know how much the sales have been increased if the general manager asked him such a question. Management information systems can extract meaningful information for each department in the organisation. Management information systems are helpful as they deliver accurate, quick, relevant, and complete information. Management information systems help managers make informed and correct decisions. Companies using management information systems shall ensure that all managers have access to the same data and base their decisions on the same facts.
Forecasting and planning budgets are an essential part of management's responsibilities. Management information systems store data about basic business operations such as sales, production, and customer service. They shall contain details of revenue, outflow, and investment. This information allows managers to look for trends and plan future steps.
At the top level of management, managers need to make long-term decisions. That decisions determine companies' future goals and direction. The highest level of authority is the general manager and other senior executives. Their task is to develop policies and make decisions crucial to the achievement of the objectives of the organisation. They give orders and directions to low-level managers. At that business and industry levels, computer systems can be utilised to assist strategy. Information systems can be used at the level of business strategy. These decisions may determine whether to direct the company to a low-cost producer, differentiate goods and services or explore new markets.
The MIS often lacks the details required to solve individual and group decision-making issues. (Asemi, Safari and Zavareh, 2011). DSS is created to meet the needs of the group and individual supervisors. Therefore, the DSS can continue to provide this help during the remaining phases of the decision-making process (establishing the objectives and criteria, alternative search, alternative appraisal, decision-making, and decision review). Last, DSS has more significant roles in making decisions and solving problems than MIS.
At the corporate level, the supply chain is essential to identify specific business processes where information management is most likely to influence strategically.
Systems can let businesses collaborate, build groups or communities where they can share information, do business, or plan operations to gain a competitive advantage at the industry level. 
Additionally, there are 'artificial intelligence' techniques used in business. 
Artificial intelligence systems imitate human skills to find patterns in massive data (Lauterbach, Bonim 2016). Artificial intelligence algorithms are used by businesses like Amazon, Facebook, Google, and others to find the most valuable data. Using Facebook as an example, you can see that it frequently predicts the behaviour of people you may know or with whom you may have attended school. They make predictions about people you might know based on the information you give them and your friends' data. 
Amazon also uses artificial intelligence tools to suggest products depending on the results you're now receiving. In addition, Google uses artificial intelligence to provide you with the most relevant search results depending on your location and your activities with Google. 
Because they can offer value to their clients, these strategies have greatly aided in these businesses' success.


















References:
American Airlines (2022) History of American Airlines. Available at: https://www.americanairlines.co.uk/i18n/customer-service/about-us/history-of-american-airlines.jsp (Accessed: 22.07.2022)

Asemi, A., Safari, A. and Zavareh, A. (2011) The role of management information system (MIS) and Decision support system (DSS) for manager’s decision-making process, International Journal of Business and Management, 6(7), pp. 164-173.

Bocij, P., Greasley, A., and Hickie, S. (2008). Business information systems: Technology, development, and management. Pearson education.

IBM (2022) Sabre. The First Online Reservation System, Available at: https://www.ibm.com/ibm/history/ibm100/us/en/icons/sabre/ (Accessed: 22.07.2022)

Kim, E., Nam, D., and Stimpert, J. (2004) ‘The applicability of Porter’s generic strategies in the digital age: assumptions, conjectures, and suggestions’, Journal of Management, 30(5), pp. 569-589. 

Lauterbach, A. and Bonim, A. (2016) Artificial intelligence: A strategic business and governance imperative, NACD Directorship, pp. 54-57.

Porter, M. E. (1980). Competitive strategy: Techniques for analysing industries and competitors. New York: Free Press. 

Porter, M. E. (1985). Competitive advantage: creating and sustaining superior performance. New York: Free Press. 

Sabre (2022) The Sabre story. A chance meeting on an airline flight that turned into the technology leader for the travel industry, Available at: https://www.sabre.com/files/Sabre-History.pdf (Accessed: 22.07.2022)

Zwass, V. (2022) Encyclopaedia Britannica, Available at: https://www.britannica.com/topic/information-system (Accessed 25 July 2022)







































References







2

image2.png




image1.png




