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Executive Summary
As request by The Research and Analysis Wing at the Aviation Research Centre, this report will research and investigate in detail the ethical trading and sustainability of three airline service providers and their effect on customer experience. We will then conclude our research and give recommendations on how they can improve CRM in regards to Ethics and Sustainability.
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[bookmark: _Toc57205176]Introduction
This report will investigate how customer experience is influenced by a organisations Ethical and Sustainability Policies. The report is to be based on airline customer services providers that support customers before, during and after their flight. The airlines that will be considered within this report are British Airways, Virgin Atlantic and American Airlines. We will be critically discussing how the three quality models; Kaizen Model, Juran’s Quality Trilogy and Crosby’s Cost of Quality are used to measure and improve Customer Relationship Management. A conclusion and recommendations will be made based on the findings on the report for the above airlines to improve their ethical and sustainability policies.
[bookmark: _Toc35001324][bookmark: _Toc57205177]Customer Relationship Management (CRM), Customer experience, Ethics and Sustainability defined.
[bookmark: _Toc35001325][bookmark: _Toc57205178]Customer relationship management
CRM can be defined as the use of strategies, practices and technologies used by organisations to analyze and manage their customers data and interactions throughout the customers lifecycle and even potential customers. This has the goal of improving customer service relationships and helps with customer retention, therefore ultimately it drives sales growth. CRM systems work across different channels where customers have made points of contact with the organisation e.g. website, telephone, email and social media. The CRM uses this information to compile up to date data on the customer and helps staff dealing with customers face to face, over the telephone, email and on live chat as they have detailed personal information on the customer. Staff have access to their purchase history, buying habits and also any concerns or complaints they have previously made. By using CRM the goal is ultimately to increase profitability by streamlining processes and staying connected with the companies customers. (ANON 2020)
[bookmark: _Toc35001326][bookmark: _Toc57205179]Customer experience
This can be defined as the feeling a customer has towards an organisation based on their interaction with that organisation. It starts from the moment the customer first makes contact e.g. store visit, going on to the webpage or talking to someone on the phone. (Hotjar,2020)
The better the customer experience, customers are more likely to return to that organisation for their products or services and the more likely the business will attract new customers. This is the key to any successful business as a business is nothing without their customers. This is even more important in this day and age with customers being able to leave reviews of a business all over the internet on the business webpage, independent review pages and even on social media.
[bookmark: _Toc35001327][bookmark: _Toc57205180]Ethics
Ethics is a set of values/principles which help an organisation and guide them in knowing what is right from wrong and good from bad. It is the moral obligation to do what is right and to do good. Ethics makes a business who they are by forming its fundamental basis.
It is possible for an organisation to have many different ethical values, such as being climate change conscious, diversity and equality within their workforce in regards to race, religion, gender and disability among others. 
Having diversity and equality in the workforce, intolerance of discrimination and social responsibility as an organisation is put in to the category of ‘business ethics’. It is the same standards by which individuals conduct themselves in society. Usually there will be laws and regulations in place that form a base level of ethics for businesses to follow. 
Businesses may try to attain higher levels of ethics as customers have become more ethical conscious and this can be seen as an advantage.
[bookmark: _Toc57205181]Sustainability
Sustainability can be seen as meeting an organisations present need of resources but still preserving what we have without having a negative impact on future generations and causing anymore harm to the environment. 
Sustainability is mainly comprised of the three main types; environment, social and also economic. The reason it is so important is because the environment we live in directly affects our quality of life e.g. global warming is causing extinction of animals and natural disasters all across the globe.
Sustainability in the business sense consists mainly of two items, how much a business affects the environment and the effect a business has on society. Therefore, it is important to have a strategy for sustainability in place as it will have a positive influence in the way people view the organisation. This could come with huge financial  gain as investors are more mindful on who they invest with and take in to account an organisations carbon footprint, their waste management/recycling and their stance on social responsibility.
Studies have found that employees are now more environment conscious, and if their employer is being sustainable then they align with the companies values and this motivates the employees. Having a motivated workforce leads to meeting customers expectations, new growth opportunities and ultimately better financial performance.

[bookmark: _Toc57205182]Ethical trading and sustainability in the Airline Customer Services sector
In their mission statement, British Airways (BA) states that they are passionate about being a responsible business. They support their workforce and local communities and take pride in how diverse, inclusive and the equal treatment they provide. They list Ethics and Integrity, countering Human Trafficking and Modern Slavery, Diversity and Inclusion, Gender Pay, helping the disadvantaged, local communities and charities among their most important values.
Virgin Atlantic mentions in their mission statement that Diversity and Inclusion, tackling Human Trafficking/Slavery and being against Discrimination are amongst their most important values.
The key values American Airlines (AA) mention in their mission statement are anti-harassment, discrimination, having honesty and integrity, abiding by the laws and regulations of the countries in which they do business and finally they mention they are against insider trading.

Both BA and AA mention obeying the laws and regulations of all countries in which they do business and that it is of utmost importance that employees and partners should also follow the law with integrity. AA go on to mention they do not reveal or trade on insider information.

Tackling human trafficking and modern day slavery is another mentioned by BA and Virgin in their mission statements. They both state that they train their cabin crew and flight crew to spot potential situations and the actions they should take in such a case. 

All the three airlines looked at mention that inclusivity and diversity are very important. BA states that they want an environment where all their employees can thrive by growing in their environment and encouraging their employees to be proud of their different backgrounds, helping the business to grow by using their different perspectives and experiences. Virgin state it is a part of their culture and all ‘Virgin People’ to treat each other honestly, equally and with respect. They go on further to talk about discrimination and that Virgin works to provide  a fair workplace for employees of any age, sex, race, colour, religion, sexual orientations, ethnicity, nationality or disability and that they want their workplace to be representative of society. They are continually improving and developing their codes of practice and also have policies in place to deal with anti-harassment and bullying. AA state that culture is a part of their core values that the workplace should be free of discrimination and harassment and that all team members should feel safe, secure, valued, involved and respected.

BA and Virgin both mention they are working with schools and colleges around the world to promote opportunities in STEM related careers by using work experience programmes and apprenticeships to attract a diverse mix of new entrants. BA hold an International Women’s Day every year to promote stories of female role models.

Due to the governments Gender Pay Gap Legislation which was mandatory from 2017, companies with 250 or more employees must publish a gender pay gap report. In 2019 BA reported a gender pay gap of 13% and a gender bonus gap of 8%. They reported the reason for the pay gap was due to a flexible benefits scheme which allowed employees to get additional benefits or take extra pay home. More female employees participate in this scheme than males. The reason for the bonus gap is due to deferred bonus payments by pilots as stated in the report. 
Virgin Atlantic’s Gender Pay Gap report showed they had a median Pay Gap of 30% and a Bonus Pay Gap of 44%. They state the reason for these large differences is due to males being a large proportion of their higher paid jobs such as pilots and engineers, whereas females more dominate the cabin crew and retail. 
American airlines 2019 report on the Gender Pay Gap showed that the median Gender Pay Gap was 4.7% and that the Bonus Pay Gap was 6.3%. 
BA state they are working on strategies to close these gaps. Virgin say they are committed to reducing the gap and have a Be Yourself, Diversity and Inclusion initiative in place to attract and develop a more diverse workforce. Their aim is to have a 50/50 (male/female) balance in leadership roles and a 12% BAME representation across the business. AA have set up number of Business Resource Groups to deal with the Pay Gap. Dealing with such issues as reducing obstacles like family responsibility can place on women advancing within the business and are working on job design and flexible working. They are also introducing online leadership and management tools to give equal opportunities to both male and female for leadership roles.



[bookmark: _Toc57205183]Sustainability

[bookmark: _Toc57205184]Carbon Emissions
British Airways have committed to offsetting carbon emissions on all UK flights by investing in rainforest protection and reforestation projects around the world. They even have a carbon offset calculator available for customers to help them reduce their carbon footprint. British Airways were the first airline group to commit to a CO2 emissions of net-zero by 2050.

Virgin Atlantic is aiming to reduce their carbon emissions by investing in their aircraft and their buildings. They are renewing their massive fleet of aircraft and plan to replace them all with A350-1000s which are about 30% efficiency per trip. Through a combination of aircraft/engine efficiencies and optimising passenger/cargo loads and single-engine taxiing on the runway they are also reducing emissions. Virgins are also modernising their buildings with LED lighting and heat pump technology which does not require gas creating an efficient building. They have seen reduced water consumption and greater energy savings compared to their last building.
In 2016, Virgin teaming up with London School of Economics and University of Chicago to come up with a new approach where they were able to show real time efficiency information to the captains helping them to be more efficient pilots. After 8 months they were able to save 21,500 tonnes of CO2 emissions, 6,800 tonnes of fuel and they saved £3 million.
American Airlines are implementing sustainability into their new buildings and renovating their older buildings. Using sustainable materials, increasing energy efficiency and conserving water usage are some of the steps taken.
Using water fixtures that are 40% more efficient than previously used, LED lights that are 20% more efficient than normal light bulbs and using more sustainable building materials they are reaching their goal. They are also planting trees around their facilities. 

[bookmark: _Toc57205185]Noise
British Airways state they are committed to minimising aircraft noise on local communities and are engaging with airports, communities, regulators and stakeholders to help in their goal reducing noise by 13% in 2020 compared to that of 2015. Updating some of their fleet to the new A350 has helped tremendously as they are 50% quieter than the aircraft it replaced.
Virgin Atlant has planned to reduce their noise energy by 75% on average in 2020 compared to that of 2013, which is about 6dB per aircraft. By using their quietest aircraft the 787 when they can they have stated they are on target.
American Airlines say they are also committed to reducing noise pollution to address the concerns of the local communities. They say that they are using new aircrafts which are 50% quiter than the ones they replaced in order to reach their target.

[bookmark: _Toc57205186]Air Quality
British Airways were the only airline to mention air quality as an important issue. For local communities living near airports, air quality affects their health and way of life. They have been developing and improving take-off and landing procedures to reduce the engine thrust needed, which ultimately reduces the NOx emissions. Using fixed airport power and pre-conditioned air to supply the aircraft while it is on the ground so that the aircrafts auxiliary power units do not need to be used. They have so far invested in 550 greener vehicles on the ground also. 

[bookmark: _Toc57205187]Waste & Recycling
British Airways are currently reducing the use of single-use items on their flights. They are also working with suppliers to reduce packaging, remove plastic wrapping where possible, switching to recycled plastic bottles.
Virgin Atlantic are reducing waste by innovating in new product design, investing in reusable products rather than single-use products. They also donate old blankets to charities helping the homeless and pet rescue shelters. Waste is diverted, segregated and then recycled along with their headsets, amenity kits, old magazines and menus, plastic bottles and also their blankets.
American Airlines state they are working to reduce waste and increase recycling across their flights and facilities. From recycling the aluminium cans from drinks to switching to bamboo stirrers rather than plastic. However, they say that COVID-19 has put a halt on their efforts but soon as they are able to they will ramp up new efforts to make a bigger difference.

[bookmark: _Toc57205188]Sustainable Fuels
British Airways have teamed up with Velocys, a company that specialises in renewable fuels. With their help they are currently converting 500,000 tonnes of domestic and commercial waste in to clean, sustainable fuels. This waste would usually end up in landfill or being incinerated but instead is being used for good.
Virgin Atlantic have been working with a cleantech company called LanzaTech to develop and produce low carbon fuels from waste carbon monoxide gas converting it into ethanol which can be used produce jet fuel. All the testing done on the process shows 75% less carbon emissions.
American Airlines do not mention sustainable jet fuel. However, they mention they are currently using around 200,000 GJ of electricity per year sourced from renewable energy suppliers to run their facilities  and have plans to increase  this to 2.5  million GJ by 2025.

[bookmark: _Toc57205189]Animal Welfare
British Airways take animal welfare very seriously and have a lot of information on the subject on their website. They have partnered with world-renowned Born Free Foundation which is an animal welfare/conservation charity and are constantly developing and improving their Animal Welfare Policy.
They state they not only discourage their hotel partners who are known to keep wild animals from doing so, but they also make it clear and visible on their product information so customers can make informed decisions.
British Airways also go on to mention animal trafficking and that they are working with United for Wildlife Transport Taskforce to share intelligence on the methods of transportation being used by smugglers.

Virgin Atlantic say they love animals and want their customers to be able to have the opportunity and enjoy them. However, they say they are committed to making sure that the experience is both good not just for the customers but also for the animals. They expect all their attractions and excursions to meet a minimum standard they have set.
[bookmark: _Toc57205190]Critical review of how the three quality models can help an organisation improve it’s CRM.
[bookmark: _Toc35001352][bookmark: _Toc57205191]Kaizen model
The Kaizen model states that processes and operations should not remain stagnant and should always be developed and improved. It includes a wide variety of concepts such as ensuring the workplace is efficient and effective through streamlining processes, investing in technology to help and also encouraging team work and positivity in employees. (continuous improvement, 2020)
The 10 Kaizen principles were developed to outline the core philosophy of the theory, these are;
1. Motivate  employees and encourage them to contribute
2. Do not make assumptions
3. Not to take opinions  from several groups, but to have a core group
4. Challenging the Status Quo
5. Never stop looking for ways to improve
6. Be creative as even small changes can make big improvements
7. Always be ready to adapt and change
8. Should proactively seek to solve problems
9. If problems do arise, deal with them as they come and find solutions
10. Try to always find the root causes of problems
. (
Figure 
1
 7 steps of the 
Kaizen cycle
)[image: Image result for kaizen model of continuous improvement]

The Kaizen cycle diagram in Fig 2 illustrates the models philosophy of continuing improvements.
· Involving employees in identifying issues and creating solutions is critical. This ultimately means employees will feel more invested in the organisation and work harder. However, usually organisations have a dedicated team tasked in doing this.
· There should always be processes and systems in place to find problems. It may be employees on a manufacturing line reporting a fault or an end user writing/calling with a problem. Problems should be prioritised and dealt with the most important first.
· Your employees can not only find the problems but also create the solution. They not only understand the business but also understand the needs of the clients.
· Testing the solution on a small scale to see whether it is or isn’t viable.
· Progress needs to be checked and recorded and results need to be analysed at designated intervals.
· If the results are found to be positive, then the solution should be adopted and standardised throughout the organisation.
· You would repeat these 7 steps for other problems that may arise. Businesses continuously face new challenges and these processes can help to tackle them. 
[bookmark: _Toc35001354]
[bookmark: _Toc57205192]Kaizen model used by the Airline service providers
A common problem shared by the airline providers is cancellation of flights. Cancellations themselves are not the problem as most of the time they are out of the airliners hands. However, having seen many bad reviews from customers on sites like TripAdvisor, customers have complained many times that they are not being informed of cancellations. Using Kaizens model, a suggestion would be for them to talk to employees and find out where the problem is, why it might be happening and what could be the solutions. Once a solution is found, this can be tested on a small group like a few flight routes that have had past cancellations to see if customers are being informed. If successful it can then be spread across all flights.
[bookmark: _Toc35001355][bookmark: _Toc57205193]Juran’s Quality Trilogy
This method states that any organisation aiming for Total Quality Management (TQM) need to have three main processes place.
Quality planning: If you want to achieve quality you need to plan for it. So knowing what needs to be done, when it needs to be done and the quality at which it needs to be done is very important to achieving businesses quality goals. First you must know and understand the customers needs, then defining the features/specifications/qualities of the service or product to meet those needs. After that, you can design the product or service making sure to devise the processes and procedures  that will enable the service/product to be supplied to customers.
Quality Control: Operations of the business and the processes  put in place are scrutinised to ensure the quality of the goods or services. Usually inspections are undertaken periodically, and data is evaluated to make sure the standards of the goods or service is up to standard and consistent. If there is a problem this can be rectified at this stage.

Quality Improvement: Even after the above 2 steps are completed, there is always a chance that the product/service developed may not meet the customers needs. This may happen for many reasons e.g. products/services take a while to come to market and in that time here might be new market competition, the business environment has changed or even the customers needs have now changed. Whatever the reason may be, the idea is that quality improvement is used to identify areas that need to be developed, make the improvements to the original design and hit the performance related targets that have been set.



[image: Image result for juran's quality trilogy]
Figure3:Juran’s Trilogy
[bookmark: _Toc35001356][bookmark: _Toc57205194]Juran’s quality trilogy and airline service providers
Airline companies are slowly working to reduce packaging, use less plastics and use more recyclable materials on their flights. We already know how the general public reacted when plastic straws were banned and everyone had to move to paper straws. This is why airline companies are putting great effort and design into new products on their flights using sustainable materials but still trying to keep the feel and quality. Next it would be tested and made sure the quality and consistency of the product is there and finally, take suggestions from cabin crew and customers on the new products and see if any improvements would be needed for future designs.
[bookmark: _Toc35001357][bookmark: _Toc57205195]Crosby’s Cost of Quality
This theory is used by businesses to find out how much of it’s resources are being used to maintain quality. It measure both external and internal failures which lead to poor quality. (Crosby’s cost of quality model- Google search, 2020)


[bookmark: _GoBack]
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Figure4: Crosby’s cost of quality
As shown by Fig 4 there are 2 branches, Cost of Poor Quality and Cost of Good Quality.
[bookmark: _Toc57205196]Cost of Poor Quality
Internal Failure Cost: defined as expenses triggered by products/services that don’t meet the customer’s needs. The issues are  usually identified before the customer even receives the product/service and can be addressed otherwise if the customer had received it they would be unhappy with the poor quality. These failures usually arise from mistakes/errors made in the product or service or in the inefficiencies within the processes used. For example re-testing and re-designing a product would add extra cost.
External Failure Costs: defined as expenses incurred due to defects in products/services that were discovered only after it had been released to market and reached the customer. Customers will be unhappy, make complaints and return the product, ask for a refund of the product or service etc. Maybe having to send a replacement for the faulty product, offer a goodwill gesture. These all add extra costs.

[bookmark: _Toc57205197]Cost of Good Quality
Prevention Costs: the cost of putting processes in to place to avoid poor quality. These may include; having good quality planning and quality control through the processing, evaluating the supplier line, evaluate the end product/service, up to date training of staff and improvement projects.


Appraisal Cost: the cost of continually monitoring the different stages of production to maintain the high quality of the products. This could include; quality control inspections which would happen at different stages, sampling products or even field testing.
In their own individual parts you can use them to find out the actual costs of a product/service and the potential costs there could be due to poor quality products/services. However, you can use the sum to find out the total cost of quality of your product or service.
[bookmark: _Toc35001358][bookmark: _Toc57205198]Crosby’s cost of quality used by Airlines
For an airline company, having a flight leave on time is it’s ultimate goal. Not only for the customers satisfaction but also for the company’s profit and this can be said for all three of the airlines we have looked at in this report. There might be some situations that cannot be controlled like nature, but the airlines do as much as they can. This could include, making sure the aircraft is maintained and in good condition to fly. Making sure the aircraft is cleaned and prepared after every flight for the next destination. Getting customers on the plane orderly and getting their luggage on the plane without damage or losing them. If there are large delays passengers may be able to claim compensation along with their refund and can range from around 250Euro to 600Euro. If luggage is lost or damaged again passengers may claim compensation.
[bookmark: _Toc57205199]Conclusion
British Airways have been a part of many unethical issues. Lets take for example the 3 day strikes of September 2019. For many weeks the pilots at BA had been wanting talks over a long-standing pay dispute and had just been ignored by BA. The Union then announced the pilots would be going on a 3 day strike after being fed up with BA not caring about their employees. BA went on to make huge losses and finally agreed to the employees pay rise. We also have allegations of BA conspiring to price fix which is illegal. However, these issues were resolved. (Ethics News Line, 2010)
There is also the situation of December 27th 2010, where 3 fights from London to Dubai were cancelled with no explanation. BA went on to make  losses of $531 million due to having to pay fines and compensation. BA never actually explained the reason why this happened to their shareholders, this would be an ethic you would expect an organisation would obey.
Finally, British Airways were found guilty of unethical competition in the 1990’s. The well known ‘DirtyTricks War’ against Virgin Atlantic has been documented in great detail. In short they had illegally gained access to Virgin’s systems, tampered with their files, had taken their customer details and then BA employees had poached Virgin’s customers telling them their flights were cancelled and then offering them flights with BA.
Recently, the UK public have deemed Virgin Atlantic and it’s CEO Richard Branson of acting unethically. Due to COVID-19, Branson asked the UK government for a £500m package in loans to save the airline. The public became enraged due to the fact that he has not paid any taxes in over a decade to the UK, he lives in the Caribbean and the public felt he did not deserve a bail out.
In 2008 American Airlines was fined $160 million by the FAA for intentionally violating safety procedures. AA mechanics filed a law suit against the airline accusing managers of pressuring them in to breaching safety rules on the aircrafts maintenance, asking them to ignore critical areas such as inspections for wing cracks and  possible lightning damage to reduce the time the aircraft was on the ground and get the aircraft back in to service.
[bookmark: _Toc57205200]Recommendations
In order to improve their ethical stance in front of stakeholders, I would like to lay out a few recommendations in regards to some of the issues we found in our research.
Firstly, not ignoring your employees and paying them the right salary is very important. Employees run your business and if they are de-motivated then the business doesn’t run as efficiently as it could and the business takes a financial hit. By applying the motivation theory which states that us human beings work at our best when we are motivated (Corporate Responsibility,2005), they could involve their employees more in the running of the business, get their input in things going on in the business and  do feedback questionnaires with employees. However, ultimately they need to keep check of whether employees are happy, motivated and check they are paying them properly and listening to them.
We have also seen that gender pay gap is still an issue, with some worse than others. Although, I have found information to say some of the airline companies have systems in place to try and reduce this gap, I think this is an area where they could all try a little harder. BA has created a system to encourage women in to their company and in to management roles, such as flexible working and training which I would recommend the others to also follow suite.
Thirdly, we have seen many complaints by customers in regards to airlines on sites like Tripadvisor. There is no business without it’s customers (Lavela, 2011) and companies should look to keep them as happy as possible. My recommendation would be to have a system in place to inform customers of cancellations, and try to give them an explanation as to why the flights have been cancelled. Just keeping the stakeholder in the loop makes them feel involved and appreciated.
Last and most important recommendation I would like to make to the airline companies is to run their business in a fair and legal way. In my research I have found that some airlines have been involved in unfair competition and illegal activity which causes distrust with shareholders and customers and ruins a businesses reputation. If customers can’t trust a company they will just go to another, and the same with shareholders, if they can’t trust the company they will take their investment somewhere else. Ultimately leading to a companies demise. I would say the airlines should make the business more transparent to the shareholders, holding regular meetings with them so they can see the ins and outs of the running of the business and build their trust. I would also recommend that they seek advice and guidance on how to run their business more effectively from governments and other regulatory bodies (Corporate Responsibility, 2005). And talking about being fair, companies should pay their taxes appropriately. When hard times come and a company needs help, they look to governments to help them out. The money governments use to help them come from tax payers and that is why the UK public were angry when Virgin asked for a bail out.
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