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1. 
2. [bookmark: _Toc139432176]Introduction of the study
2.1. [bookmark: _Toc139432177]Introduction 
Due to elements including geopolitical developments, fluctuating fuel costs, and technology advancements, British Airways faces a changing business environment that has an impact on its capacity to continue to be successful and competitive. The company's reputation and its capacity for commerce are severely constrained by the safety and regulatory restrictions imposed by national and international aviation authorities (Sabatelli, 2016). Although the business has operations in several nations throughout the globe, its primary markets are in Europe, North America, and Asia. The airline industry is very competitive for three major reasons: luring new clients, turning a profit, and establishing one's brand. I want to provide a succinct but comprehensive study of British Airways' history, organization, market standing, core services, external environment, and market expansion strategy in order to fulfill the criteria of this assignment.  
2.2. [bookmark: _Toc139432178]Company Overview- British Airways
[image: British Airways Logo, symbol, meaning, history, PNG, brand]The official airline of the United Kingdom and a significant participant on the international scene is British Airways, which has been operating since 1974. The company's main operations center and headquarters are located in London Heathrow Airport. For both people and products, it offers a broad range of air transportation alternatives. British Airways is a flexible airline that provides domestic and international flights to several places (British Airways plc, 2023). The main service provided by British Airways is air travel, which may be reserved in a range of grades, from first-class to economy. Additionally, the airline provides supplementary facilities including in-flight entertainment and food service in addition to a loyalty programmer for regular passengers. 
Figure 1: British Airways Logo
(British Airways plc,  2023)
3. [bookmark: _Toc139432179]
Analysis and Discussion
3.1. [bookmark: _Toc139432180]Demand and Market Equilibrium for British Airways
Customer demand for British Airways' services is influenced by a combination of internal and external factors. Comprehending these factors is imperative for forecasting alterations in demand and discerning potential advantages and hazards.
3.1.1. [bookmark: _Toc139432181]Price of Substitutes
[image: Difference Between Substitute Goods and Complementary Goods (with  Comparison Chart) - Key Differences]The air travel services offered by British Airways can be regarded as comparable to those provided by other airlines, as well as alternative modes of transportation such as trains and buses. There exists a hypothetical situation in which a rise in the price of these substitute goods could result in British Airways acquiring a larger quantity of said goods. The potential enhancement of air travel's appeal may arise if alternative transportation modes experience increased costs, resulting in a surge in demand for the company's services (Belobaba, 2018). However, a reduction in replacement expenses may have adverse consequences for the demand of British Airways. The company's aviation services may experience a decline in demand as customers opt for more economically efficient modes of transportation.
Figure 2: Demand of Substitute goods (Belobaba, 2018)
If low-cost airlines provide costs that are equivalent to those offered by British Airways on popular routes, then passengers may choose to purchase tickets from the low-cost airlines rather than British Airways. As a result of this, BA's services would suffer. If alternative options become more costly as a result of factors such as increased fuel or operational expenses, British Airways (BA) may stand to benefit from the situation (Franck, 2023). As a result, it's possible that BA's products may get more customers.
3.1.2. [bookmark: _Toc139432182]Price of Complements
[image: Difference Between Substitute Goods and Complementary Goods (with  Comparison Chart) - Key Differences]Those items or services that are used in conjunction with British Airways' flights are referred to as "complementary goods or services." For instance, some popular complements are hotel accommodations, ground transportation, and trip insurance. It is possible that a decline in demand for air travel, including that provided by British Airways, will occur as a direct consequence of a rise in the price of these supplementary products and services. Consumers may be dissuaded from travelling as a result of higher total travel expenses, which may result in a lower demand for the services provided by the airline (Gu, 2022). On the other side, there is some evidence that suggests that a reduction in the cost of extras might increase demand for air travel. It's possible that if airfare and other travel-related expenditures were cheaper, more people might choose to fly, which would be good news for British Airways since it would mean more people would be booking their flights with them.
Figure 3: Demand of Complementary goods (Gu, 2022)
For instance, if customers see a big increase in the price of hotels or rental vehicles, they may choose to vacation in a different location or limit the number of times they go on vacation altogether (Hafer & Thornton, 2020). Because of this, there is a possibility that BA's services may have less demand. On the other hand, if the price of complements were to reduce, it may encourage customers to travel more often or choose more opulent lodgings, which would contribute to a rise in demand for BA's product.
3.1.3. [bookmark: _Toc139432183]Consumer Income
[image: Income Effect: Income Consumption Curve (with curve diagram)]The determinant of demand for air travel services that holds significant importance is the level of consumer income. An increase in consumer incomes typically results in an escalation of demand for flights offered by British Airways. Consumers with increased discretionary income are more inclined to partake in air travel, encompassing both recreational and professional motives (Poelt, 2021). On the contrary, in the event of a decline in consumer incomes, there is a possibility of a detrimental impact on the demand for air travel. Individuals may choose more cost-effective modes of transportation or decrease their overall frequency of travel, resulting in a decrease in the demand for the services provided by British Airways.
Figure 4: Income Consumption Curve (Poelt, 2021)
3.1.4. [bookmark: _Toc139432184]Consumer Tastes & Preferences
The demand for British Airways' services is heavily reliant on individual tastes and whims. Clients' desires and preferences in terms of holiday spots and other aspects of their visits are always changing. If customers show a preference for flying over other transportation options, the airline might see a rise in demand for its services. On the other hand, a general trend away from flying, whether for environmental reasons or other reasons, might lead to lower demand for British Airways' flights (Sabatelli, 2016). The demand an airline sees for a given route may be affected by a [image: Preferences of the Consumer: Consumer Preference, Marginal Utility etc.]number of factors, including changes in customer preferences for certain destinations or trip kinds.
Figure 5: Consumer Tastes & Preferences (Franck, 2023)
Customers who place a premium on environmental responsibility when booking a trip are more likely to choose airlines that put money into green programmers (Franck, 2023). Therefore, if BA doesn't adapt to customers' changing tastes, it might see a drop in demand. Incorporating consumer input and enacting ecologically responsible measures like hiring more sustainable programmers or launching new routes to popular places are two examples of how British Airways may see an uptick in demand.
3.1.5. [bookmark: _Toc139432185]Consumer Expectations of Price
Consumers' preconceived conceptions and opinions about pricing may influence their taste. Demand for BA services might increase if people purchase them at the current price out of fear of a price increase. Waiting to buy in the expectation of a subsequent price reduction increases the likelihood that customers would be unsatisfied. It is helpful to use a demand and supply diagram with a falling demand curve to show how customer preferences and requirements change over time. Customers may increase their demand for BA's services if they anticipate price increases, which would cause the demand curve to shift to the right (Belobaba, 2018). However, as the demand curve moves to the left, consumers make fewer purchases because they believe that future price reductions will be greater.
3.1.6. [bookmark: _Toc139432186]Demographics 
One of the most important factors in determining demand is the size of the market, or the number of possible customers. The demand for BA's services typically increases in proportion to an increase in the total number of buyers (Hafer & Thornton, 2020). In the case that there are fewer prospective buyers, however, there may be a fall in demand.
A diagram of demand and supply is something that may be used to illustrate this point. The demand curve for BA's services would move to the right if there were more purchasers, which would indicate a rise in demand for the company's offerings. On the other hand, a lower total number of purchasers would cause the demand curve to move to the left, which would indicate a lower overall level of demand.

Understanding British Airways' demand drivers helps forecast market trends and make strategic choices. Demand for the company's flights depends on the pricing of substitutes, complements, consumer income, and customer tastes and preferences (Johnson, 2018). British Airways' services may rise in demand due to increased consumer incomes, falling replacement and complement prices, and favorable changes in customer tastes. Conversely, a fall in replacement prices, a rise in complement prices, diminishing consumer incomes, and unfavorable customer tastes might lower demand for the airline's flights. By monitoring and adjusting to these elements, British Airways can remain competitive and powerful in the aviation market.
3.2. [bookmark: _Toc139432187]Price Elasticity of Demand for British Airways' Services
Quantity requested of a product or service is said to be "price elastic" if and only if it responds positively to shifts in the selling price. Here, we'll analyses how much of one's salary is spent on British Airways service to determine the extent to which it is a luxury compared to other options (Mills, 2017). The degree to which BA's services are in demand depends on a number of criteria, and knowing these aspects will help us assess the elastic or inelastic nature of the market.
3.2.1. [bookmark: _Toc139432188]Substitution Effects
Substitution impacts look at how available customers are to finding alternatives to BA's services. Customers' willingness to respond to price adjustments by British Airways (BA) is more likely to be high if suitable alternatives are freely accessible to them (Abbaszadeh, 2021). Conversely, if there are few alternatives to BA's services, demand is more inelastic since customers may have little option but to keep buying them even if the price goes up.
The services offered by British Airways may be deemed to have modest levels of substitution. There are other airlines that fly to many of the same places that British Airways does, but the combination of its excellent reputation, extensive route system, and friendly, helpful staff may make it the best option for certain customers. In addition, on certain routes, BA may have a substantial portion of the market, lessening competition from indirect rivals.
Result: There aren't many direct competitors to British Airways; hence consumer demand is more likely to be inelastic.
3.2.2. [bookmark: _Toc139432189]Luxury vs. Necessity
Depending on one's travel needs and tastes, using an airline like British Airways might be seen as either a luxury or a necessity by customers. The services offered by BA may be seen as a requirement for business travellers and other customers with time-sensitive travel demands (Aliyev & Wagner, 2017). However, airline services may be seen as more of a perk for those who are travelling for pleasure and have greater flexibility in their itinerary.
Figure 6: Income elasticity of demand (Mahoney & Wilson, 2020)[image: ]
Result: Customers may have varying levels of demand elasticity since BA's services are seen as both a luxury and a necessity (Mahoney & Wilson, 2020). Demand may be generally inelastic for mandatory trips, but more flexible for optional or extravagant ones.
3.2.3. [bookmark: _Toc139432190]Income Effects- Percentage of Income
Most customers will spend a significant chunk of their money on BA's products and services. In particular for those with more limited financial resources, the cost of airfare may make a major dent in the annual budget.
Result: With such a high percentage of disposable income going towards paying for BA's services, it stands to reason that demand would be responsive to price changes (Mills, 2017). If costs continue to rise, people may rethink their upcoming excursions, seek out cheaper forms of transportation, or postpone visits altogether.
British Airways' pricing elasticity is affected by substitution effects, luxury vs. necessity perception, and money spent on these services. Demand is more inelastic due to brand loyalty and a limited number of close replacements. The view of BA's services as both a luxury and a necessity, together with the relatively high proportion of money spent, suggests that demand may be elastic in certain instances (Bilotkach, 2015). British Airways must understand price elasticity of demand to alter its pricing strategies, improve customer retention, and attract new consumers, particularly during economic downturns or changes in consumer preferences. These variables allow BA to make educated choices to guarantee its airline services' sustainability and competitiveness.
4. [bookmark: _Toc139432191]Pricing policy Recommendation of British Airways

A differentiated pricing strategy is advised for British Airways based on an examination of the variables affecting demand for the company's services and the price elasticity of demand.
4.1. [bookmark: _Toc139432192]Justification
1. Limited Substitutes: Due to its fame, extensive route system, and high standard of service, British Airways has few direct competitors. The corporation now has more leeway in setting prices (Bergey & Moon, 2019). British Airways (BA) may better meet the needs of its various client subsets and the varying amounts they are ready to spend by adopting a diversified pricing approach.
[image: British Airways' pricing patterns before and after the fare... | Download  Scientific Diagram]
Figure 7: British airways pricing patterns (Bergey & Moon, 2019)
2. Luxury vs. Necessity: The services offered by British Airways are seen as both a luxury and a necessity by many. This suggests that various demographics of consumers have varied pricing thresholds (Aliyev & Wagner, 2017). By charging varying rates for different customer groups, BA may win over budget-conscious customers without alienating those who priorities things like name recognition and extra comfort.
3. Income Effects: Spending money on BA's services is a significant amount of the income of many people, especially those in lower income brackets (Bilotkach, 2015). In order to keep its services affordable for a wider range of customers, British Airways (BA) has adopted a diversified pricing model that allows it to provide cheaper choices and more adaptable fee structures.
4. Market Segmentation: British Airways can divide its market into subsets depending on characteristics like customers' motivations for flying, how often they fly, and other personal preferences thanks to its use of a differentiated pricing approach (Abbaszadeh, 2021). This allows BA to maximize income potential and customer happiness by tailoring pricing and service offerings to fit the individual demands of each segment.
5. Revenue Optimization: It is possible for BA to maximize profits by tailoring prices to various clientele groups and their individual tastes in travel. The premium services that BA offers may help the company earn more money from customers who are ready to pay more for them (Yürük-Kayapınar & Ergan, 2021). Also, expanding your consumer base and increasing your ticket sales by catering to those on a tighter budget.
6. Competitor Positioning: British Airways is able to strategically position itself in the market by offering differentiated prices. By providing a selection of pricing types and service levels, BA is able to compete with low-cost airlines by highlighting its premium products while also meeting the needs of budget-conscious passengers (Bergey & Moon, 2019). BA's brand image and client loyalty are both bolstered by this strategy.
Given the scarcity of alternatives, the high perceived value of British Airways' services and the possible effect on revenue, the company is advised to adopt a differentiated pricing approach. By taking this strategy, BA is able to more precisely target its marketing to a select group of customers, increase its customer base and income, and maintain its position as a market leader.
5. [bookmark: _Toc139432193]Conclusion
The examination of the demand for British Airways' services and the various factors that exert influence on this demand may shed light on the characteristics of the market. The demand for BA's services is influenced by several factors, such as the price of substitute goods, the price of complementary goods, consumer income, consumer preferences, consumer expectations regarding pricing, and demographic characteristics. If a business analyst possesses a comprehensive comprehension of pricing strategies, market placement, and customer segmentation, they will be equipped to make informed decisions regarding these elements and their impact on demand. The implementation of price differentiation strategies is of paramount importance for airlines in order to optimize revenue generation and achieve a competitive advantage. Implementing a more individualized approach would enhance BA's ability to cater to its clientele and effectively compete within the market.
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