

Reflective Report on Module Knowledge and Information Management Skills for the Workplace





Student Name: Alexandru George Poiana
Student ID: 2009955
Module code: BMSW5106
Module name: Knowledge and Information Management Skills for the                 Workplace
Assignment section: Task 1 & Task 2
Lecturer’s name:  Dr. Md Nazmul Hasan



Task 1: Part 1
[bookmark: _Hlk108551378]Question 1: Describe how the overall approach adopted by American Airlines incorporated the basic competitive strategies of cost leadership and product differentiation
Achieving competitive advantage is one of the most central goals of all profit-oriented business organizations. The goal is important to such organizations as it guarantees them income from customers who prefer them because of their competitive advantage (Porter, 2017). However, achieving a competitive advantage over other businesses in the same market requires the implementation of strategies that will assure the advantage to the company. According to Michael Porter, the basic strategies for competitive advantages include cost leadership, product differentiation and focusing on a niche. Cost leadership is the concept of ensuring that business entity incurs the least possible cost of production. On the other hand, product differentiation is involves ensuring that the product an organization is unique in qualities by comparison to products from competing producers (Kim, Nam and Stimpert, 2004).  The overall strategy that American Airlines adopts incorporates both competitive strategies of cost leadership and product differentiation as seen in the case study. Its strategy of cost leadership can be seen in its investment in the Semi-Automatic Business Research Environment (SABRE). The system enabled customers to book and reserve the airline’s plane tickets remotely through the internet. As a result, the airline no longer needed to manually record passengers’ information and host them in its premises for them to book airline tickets. 
Through the system, the airline achieved cost leadership through automating the process of handling customer data, prices inventory. According to Porter, one of the ways through which an organization can achieve cost leadership is through the automation of process that cost the company financial resources when carried out manually. As reported in the case study provided, the SABRE system saved American Airlines 30% on its investments. The savings that the company made as a result of using the system to automate the reservation process for its customers reduced the company’s cost of operation by 30% thereby placing it ahead of competition in terms of the cost of production. American Airlines also incorporated cost leadership strategies in its overall strategy by providing its services at the lowest possible cost. In his generic principles, Porter points out that one of the ways through which a business can achieve cost leadership is by providing services at prices lower than those offered by competitors (Kim, Nam and Stimpert, 2004). By implementing the SABRE system that reduced the cost of operation, American Airlines was able to reduce the cost of its flights, thus achieving cost leadership. Thirdly, American Airlines incorporated cost leadership in its overall strategy by entering into an alliance with IBM in the process of creating the SABRE system. 
The creation of such a sophisticated system at a time when computers were first being linked with each other through the internet would have cost American Airlines considerable amounts of financial resources had the company decided to create it alone. However, by jointly working with IBM, the cost of acquiring the same system reduced as IBM covered some of the cost and provided the technological know-how required to build it (Plugge and Perry, 1961). As a result, the company cut the cost of production and achieved cost leadership through a partnership. Regarding product differentiation, American Airlines incorporated the strategy into its overall competitive strategy by being the first to offer customers automated services. The strategy of product differentiation enables a business organization to achieve competitive advantage as it enables it to offer customers an experience that its competitors do not offer. At the time, American Airlines and the other airlines competed to provide the best air travel services to their customers. However, there was no other airline that provided its customers with automated reservation services other than American Airlines. Therefore, American Airlines succeeded in making the same service provided by all its competitors through automating the process of reserving and paying for plane tickets. In doing so, the company was successful in implementing the strategy of product differentiation as a strategy for achieving the higher goal of competitive advantage over its competitors. In brief, American Airlines’ overall approach incorporated the basic competitive strategies of cost leadership and product differentiation by implementing the then unique SAMBRE system that simultaneously cut the company’s cost of production and differentiated its product services.
[bookmark: _Hlk108551364]Question 2: In what ways did SABRE provide American Airlines with a competitive advantage?
	Competitive advantage that a company enjoys is also determined by the attractiveness of the industry in which it operates to potential new players. According to Michael Porter, the attractiveness of an industry to potential new players is determine by five forces namely, the threat of new entrants to the market, bargaining power of suppliers, bargaining power of buyers, the threat of substitute products, and the degree of competitive rivalry (Porter, 1980). The SABRE system provided American Airlines with a competitive advantage by aligning a variation of the above forces to favor the airline. Firstly, the SABRE system acted as a barrier to entry in the commercial aviation industry. According to porter, the existing companies strengthen their positions from a competition point of view if the barriers to entering the industry are high. Moreover, one of the biggest barriers to entry in an industry is the investment cost that a new player will need to incur to successfully establish their company as one of competitors; the higher the investment cost, the higher the barrier to entry. Therefore, by adopting the system, the company effectively forced entities wishing to enter the industry to meet the same standards by investing in the same system, hence the barrier to entry. Consequently, the airline enjoyed limited competition as a result of the system, which contributed to its competitive advantage.
	The SABRE system also provided American Airlines with competitive advantage by nullifying the threat of substitute products. A substitute product is one that can satisfy the need that another product satisfies. The existence of substitute products in an industry limits the price at which companies selling similar products can offer their products thus reducing their competitive advantage. When American Airline deployed the SABRE system, the company eliminated the threat of substitute services in the market as there was no other airline with a system that provided the same level of convenience to the commercial aviation customers. There was no company that had services that satisfied the need to reserve tickets without physically visiting the airline’s premises. As a result, the nonexistent substitute product enabled American Airlines to gain a competitive advantage over its competitors. Thirdly, the SABRE system provided American Airline with competitive advantage by reducing the degree of competitive rivalry. In an industry, competitive rivals are organizations of the same size that produce products and services designed to satisfy the same need, and have the same customer base (Porter, 1980). By incorporating the SABRE system, American Airlines reduced the degree of competitive rivalry in the industry and installed itself as the leader.
	The SABRE system also increased American Airlines’ competitive advantage by increasing the bargaining buyers’ power to work against its competitors and in its favor. According to Michael Porter, the bargaining power of buyers determines the nature of competition in an industry as it informs the behavior of buyers (Porter, 1985). In the case of American Airlines, the SABRE system increased the bargaining power of customers as it made it easier for them to choose the company’s services over those of its competitors. As a result of the increased buyers’ bargaining power where they could easily choose American Airlines’ superior services, the company simultaneously directed the force of buyers’ bargaining power against its competitors. The SABRE system also shifted the force of buyers’ bargaining power in American Airlines’ favor as it enabled the company to reduce the price of its services. As a result of the system, the company saved 30% on its investments thus enabling it to offer its services at a cheaper price. Consequently, the buyers gained more power to choose its services not only for the convenience of the company’s services, but also for the reduced prices. The result of the shift in power worked in favor of American Airlines as it provided it with competitive advantage as buyers used their newly-gained power to choose its services.
[bookmark: _Hlk108551401]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 gave American Airlines considerable competitive advantage when the company first incorporated it into its services. However, the company’s competitive advantage over its competition was short-lived as it did not last past the late 1980s. One of the reasons why American Airlines failed in maintaining the competitive advantage it had earned from the SABRE system was the ability of other companies to acquire similar systems and incorporate them into their services. The digital age made it possible for many companies to take advantage of the generic strategies designed by porter as computers and the internet democratized information (Kim, Nam, and Stimpert, 2004). The system depended largely on the internet and access to computers. Initially, the SABRE system was unique and difficult to replicate because it operated based on a new technology that few technological organizations had mastered it to the level that IBM had achieved. However, in the late 1980s, the internet was not as unique and many technology companies other than IBM were capable of producing an automated reservation system based on the internet (Hopper, 1990). Consequently, many airline companies managed to have their own automated reservation systems and offered them to their customers as part of their services. The consequence of such developments was the negation of the product differentiation that American Airlines had achieved since the implementation of the SABRE system. The system was no longer unique to American Airlines and the company could no longer use it to differentiate its services hence the loss of competitive advantage.
	American Airlines loss of competitive advantage in the late 1980s was also fueled by the intense competition that characterizes the United States aviation industry. According to Porter, high competitive ability in multiple organizations in the same industry limits the ability of one organization to maintain competitive advantage for long (Porter, 1985). In the late 1980s, the aviation industry saw the emergence of low-cost point-to-point couriers that could afford to provide flight tickets for specific local routes at low costs. Such couriers benefited from the fact that they operated low-maintenance planes, and did not have a variety of planes in their fleet (Hecker, 2011). As a result, such airlines had reduced cost of operation compared to legacy airlines such as American Airlines because they spent limited funds on training mechanics and pilots since they only needed to learn how to maintain and fly a small range of airplanes. The consequence of this development was that American Airlines lost its competitive advantage to the point-to-point carriers who could afford to reduce the price for the customer base comprised of customers who only need to travel short distances. The aspect of competition that led to American Airlines losing its competitive advantage in the late 1980s also extended to competition from other legacy airlines such as Delta and Frontier Airlines among others. Such airlines grew in size and eventually acquired the economies of scale that American Airlines had hitherto enjoyed (Borenstein, 2009). As a result of the economies of scale, such airlines were able to compete on a level plane with American Airlines and provide their customers with similar services. The existence of substitute services in the industry made it highly competitive and contributed to American Airlines losing its competitive advantage.
	One of the ways through which American Airlines responded to the increased competition and the loss of its competitive advantage was through acquisitions. In corporate finance, an acquisition involves the take over of one business entity by another. An acquisition helps in reducing competition for the company taking over the acquired company as the latter ceases to exist, hence eliminating the competition it caused. American Airlines has engaged in multiple acquisitions since the late 1980s as a means of responding to its reduced competitive advantage. In 1987, for example, American Airlines acquired Air California followed by an acquisition of Reno Air in 1997. The strategy helped American Airline reduce the effects of losing its competitive advantage as it eliminated the competition posed by the two airlines while simultaneously acquiring the majority of their customers. In addition to the acquisition of airlines, American Airlines also embarked on the strategy of acquiring flight routes. In 1990, for example, the company acquired the route network from Miami to Latin America and the Caribbean from Eastern Airlines (Conserva, 2017). While the strategies did not regain the company its competitive advantage that it had gained from the SABRE system, they helped in maintaining its sustainability.
Task 1: Part 2
[bookmark: _Hlk108551420]Question 1: Define an information system
	An information system is a group of related components set up by a business for the purpose of working on raw data through the actions of input, processing, output, storage and control. The actions have the end goal of converting raw data into useful information that can be applied by the business in important processes. Some of such processes include forecasting where the business uses the information to try and predict its course in key aspects such as finance and consumer behavior. Additionally, businesses also use the information acquired from the information system to carry out planning exercises, control, decision-making and coordination. Good practical examples of information systems are personal computers at a workplace and the data base. In both examples, the systems take in raw data and work on them to produce useful information that can be applied in important business decisions.
[bookmark: _Hlk108551455]Question 2: Describe the categories of computer-based information systems, providing relevant business examples for each category identified
	Category 
	Description 
	Examples 

	Transaction Processing Systems (TPS)
	The TPS is designed to help businesses record daily transactions such as orders, inventory, debt, credit, and inventory. The system also provides managers with information that can be used in other important business decisions such as financial forecasting (Mentzas, 1994).
	Production output, bills

	Management Information Systems (MIS)
	Management Information Systems is an information system that complements the transaction processing system by summarizing its detailed data to produce standard information to be used by mid-level managers. The system is designed to produce outputs in the form of reports that mid-level managers can use to understand the organization’s daily performance and forecast on its future performances (Mentzas, 1994).   
	Production schedule, budget summary  

	Decision Support Systems (DSS)
	This is a system that draws from the detailed data obtained from the transaction processing system and produces information that can be used for analysis. The system also uses information from the management information system. In their function, the decision support system draws information from external sources such as stock prices and prices of products from competing businesses. Such information is used in the analysis of data from external sources in complex analytics (Mentzas, 1994). 
	Analysis of effects of interest rates, voyage-estimating decision-support system that helps managers make decisions on shipping contracts.

	Executive Support Systems (ESS)
	The executive support system is a type of computer-based system that takes in information from the Transaction Processing Systems and the Management Information Systems, and combines it with data from external sources as provided by the decision support system to produce highly summarized output that provides a succinct explanation of the general performance of the organization. The system produces information that helps top level managers to make informed decisions on all aspects of the business operation. Additionally, the system helps managers develop a strategic plan for the business (Mentzas, 1994).
	Introducing new products, starting a companywide cost control
Program.

	Office information systems
(OIS)
	The system is designed to help office workers in the effective management of office objectives. Moreover, it controls information flow in the office such that the worker is aware of all the details pertaining to their duties (Mentzas, 1994). 
	Voice mail, electronic data interchange (EDI)

	Expert systems (ES)
	Expert systems are designed to enable an organization to take in knowledge and offer expert advice regarding a specific function (Mentzas, 1994).
	DENDRAL, R1/XCON.

	Organizational decision
support systems (ODSS)
	These systems are designed to extend the performance of GDSS and the DSS system to include all the aspects of the organization. Further, they are designed to enhance teamwork (Mentzas, 1994).
	

	Electronic meeting systems
(EMS)
	The system is designed to provide the necessary infrastructure to support group meetings. The system has the main features of parallel communication and anonymity where participants receive and relay information simultaneously without broadcasting their identity (Mentzas, 1994). 
	Voting procedures, electronic brainstorming. 


	Group decision support
systems (GDSS)
	The system is designed to support the participation of members of a group in the process of decision making. The system is also designed to enhance the quality of the decisions made (Mentzas, 1994).
	Videoconferencing, group scheduling.

	intelligent organizational
information systems (IOIS)
	These systems comprise of intelligent software entities with the facilities to conduct communication, control and task-sharing activities. On the whole, the systems are designed to relieve all the other CBISs of the burdens of assumption placed on them by their respective designs (Mentzas, 1994).
	

	



[bookmark: _Hlk108551474]Question 3: Explain how computer-based information systems can support managers at each level of an organization
Low-Level Managers
Low level managers are responsible for the day-to-day operations of a business organization. They are often tasked with ensuring that the workers have what they need to perform their tasks. Moreover, low-level managers communicate with mid-level managers for purposes of passing and receiving information needed to ensure the smooth operation of the day-to-day duties. In addition, low-level managers are often tasked with overseeing one branch of a larger organization or department (Galstyan and Tuji, 2019). Given their job description as provided, low-level managers need the support of computer-based information systems to help them run their daily operations with high efficiency. For example, a low-level manager needs computer-based information systems to process orders. Since it is their responsibility to ensure that employees have the resources, they need to perform their duties, low level managers need computer-based information systems such transaction processing systems to process the order for all the required resources as presented to them by the workers they manage. Secondly, low-level managers need computer-based information systems to help them with tasks such as employee record-keeping where they record details such as attendance. Thirdly, low-level managers need computer-based information systems to help them with recording and managing inventory. The inventory at a department or section is the responsibility of the low-level manager overseeing the department. Therefore, the manager needs to keep track of the inventory; a task for which they will need the help of a computer-based information system.
Mid-Level Managers
Mid-level managers serve as coordinators between the employees, low-level mangers and the top-level managers. In most organizations, mid-level managers are tasked with overseeing branches, regions or departments that together make the organization. At mid-level management, managers are tasked with overseeing low-level managers and providing them with guidance and instructions whenever necessary. Moreover, mid-level managers are responsible for compiling information about their areas of management and analyzing it for purposes of understanding their own performances. Thirdly, mid-level managers ensure that the processes and procedures applied in their areas of management are in line with the overall organization guidelines and culture. Mid-level managers are also responsible for the recruitment process of low-level managers that will perform the day-to-day management of the employees (Galstyan and Tuji, 2019). Given their functions as described above, mid-level managers need the help of computer-based information systems to optimize their performances. 
Computer-based information systems such as the Management Information Systems (MIS) and the Decision Support System (DSS) help mid-level managers summarize the data provided to them by low-level managers. Since there is usually more than one low-level manager under one mid-level manager in large organizations, mid-level managers will have a hard time collecting, analyzing, storing and utilizing all the information about their department’s day-to-day operations as received from the low-level managers. For this reason, mid-level managers need the help of a computer-based information system to collect the information and summarize it for them. In addition, mid-level managers need computer-based information systems to conduct sales management where they look at the details of the sales made by the organization and produce forecasts and understand the issues needed to be overcome to achieve sales target. Another way in which a computer-based information system helps mid-level managers is by assisting them conduct inventory control and annual budgeting. These two functions are critical for an organization as they determine the amount of funds that the organization needs to generate in order to remain financially sustainable. The volume of information that informs the two functions is processed by mid-level managers through CBIS such as the MIS and the DSS. 
Top-Level Managers
	Top-level managers are responsible for the management of an organization as a whole. They are required to view the organization as one entity with set goals that should be achieved at a given time-frame rather than a combination of different departments or branches (Smith, Mitchell, and Summer, 2015). As such, top-level managers are expected to make decisions that have a positive impact on the organization as a whole. Such decisions, however, require the analysis of large volumes of information collected at the low and mid-levels of management, as well as from external sources. Examples of tasks that the top-level managers carry out using the CBIS include 5-year sales trend forecasting, 5-year operating plan, profit planning, and personnel planning. In order to accomplish such tasks, top-level managers need the help of computer-based information systems that are capable of summarizing the details of the volumes of information they deal with and arrange them such that they can be easily and accurately understood and analyzed. Computer-based information systems such as the Executive Support Systems (ESS) are designed to help managers derive important information from the volumes of information they receive from various mid-level managers and analyze it for decision-making purposes. At the top-level management, managers and expert also benefit from the use of Organizational Decision Support Systems (ODSS) that enable them to make expert-level decisions on matters such as bidding for contracts (Nader and Chalal, 2008).
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