Chapter 1 – INTRODUCTION
The following research investigates the strategic impact of COVID19 on budget airlines in the UK. 
Rationale: 
The airline operators that have been selected for this research are WizzAir, Ryanair and EasyJet.  Market share is the key indicator that has been used to select these airlines as market share is a main driver that helps determine the competitiveness of any airline (Porter 1978).
Based upon the figures below, Ryanair are the market leaders with the largest market share of 37.80%, followed by EasyJet who control 23.80% of the market. On the other hand, WizzAir has second lowest market share of 9.85%. These airlines have been selected as they will allow logical assessment of how susceptible airlines with high market share were in comparison with airline with a low market share. 
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Ryanair Holdings PLC is Europe’s largest airline group (Ryanair 2020).  Their business model is based on cost leadership pricing strategy.  RyanAir have unit cost advantage over there competitors which allows them to pass lower costs in the form of lower fares to their customers (Ryanair 2020).   
EasyJet is the second largest budget airline provider in Europe and UK (EasyJet 2020). Like Ryanair, Easy jet’s business model partially focuses on cost advantages and operational efficiency which allows them to deliver low fares to its customers (EasyJet 2020).   Both airline providers unique selling point (USP) is transferring cost saving to its customers in the form low ticket prices. 
Wizz Air has different business model compared to EasyJet and RyanAir. They focus more on delivering “quality service” at “standard prices” (Wizz 2020).  This means that WizzAir focuses on optimising customer experience so that they can retain their customers and increase market share (WizzAir 2020). 

The UK budget airline industry
[bookmark: _Hlk130300325]Between 1993 – 1997 EU governments created a single European aviation market (European Commission 2022).  The harmonisation and deregulation of intra UK-European air travel opened opportunities for UK and EU carriers to operate routes across EU regardless of the carrier’s origin (European Commission 2022). Airline operators such as Ryanair and EasyJet were able to offer services in any EU member state and have a level playing field with primary carriers in other EU nations. This increased competition that in turn reduced travel fares as customers had wider panel of airlines to choose from. 
[bookmark: _Hlk130300341]In 2006 the European Common Aviation Area (ECAA) was created as an expansion to the SAM (European Commission 2017). The liberal nature of the ECAA further encouraged the growth of low-cost carriers such as EasyJet and Ryanair.  This increased the intra-EU routes by 303%, resulting in further reduction in travel fares for the consumer (European Commission 2017).  For example, the average ticket fares from UK to Europe reduced by 33% between 2006-2015. 
COVID19 Impact on Airline Industry
[bookmark: _Hlk130300356]The pandemic started in January 2020 but was only limited to a few countries.  The virus continued to spread Internationally; air transport activities came to a complete halt. (IMF 2021). With prevalent national lockdown, border closures and travel restrictions, by April 2020 the overall number of passengers had fallen by 92% in the UK compared to year end 2019.  This caused an average of 98% drop in international air traffic and 87% fall in domestic air travel.  During the 2020 summer travel period passenger traffic saw a small rebound. However, the second wave of infection in many regions resulted in reintroduction of restrictive travel measures. This resulted in the last four months of 2020 becoming more vulnerable and volatile for the airline industry internationally.   
[bookmark: _Hlk130300371]During the pandemic the airline industry has seen revenue streams, customer base, market share and profitability decline incrementally. For example, in the UK alone passenger demand fell by 70%, passenger capacity fell by 65% and the industry net profit falling to -10.5 Billion (Bouwer (2022).  This has resulted in serve liquidity strains across the aviation value chain placing the industries viability in question. 

 The Market structure of Low UK’s Budget Airline industry
[bookmark: _Hlk130300382]The UK budget airline industry has an oligopoly market structure (Ulbricht 2018). They are few dominant players within the industry such as Ryanair, EasyJet and Jet2 and operate in a market that offers similar products and services. The firms are interdependent and influenced by each other’s competitive move as they are likely to change prices according to their competitors (McAfee et al 2007). For example, if Ryanair changes its ticket prices EasyJet, WizzAir will react by adjusting and aligning their ticket prices or pricing strategy in line with Ryanair to safeguarding, product their market share and customer base.   
[bookmark: _Hlk130300399]Airlines face high fixed costs which has no correlation with the level of customer that board the plane.  These fixed costs include, buying and maintaining aircraft fleets (Escobari 2012). Nevertheless, variable costs such as fuel and salaries fluctuate with output. Although, variable costs can be low, they also can be volatile, an example of this is fuel prices. Fuel costs as a percentage of company expenditure has been fluctuating considerably. The graph below indicates that between 2017-2019 fuel prices increased by 3.7% (Statista 2023). However, fuel prices suddenly dropped by 7.1% to 16.4 percent in 2020 (Statista 2021). Recent fluctuations has been due to the COVID19 Pandemic where global travel restrictions has resulted in less demand for travel therefore automatically reducing travel need and therefore the cost of fuel.
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(Statista 2023)

Majority of oligopolies benefit from economies of scale. Economies of Scale is where a firm reduces its average cost by increasing output. Airlines face fixed costs such as aircraft financing, insurance, fuel and crew member salaries and many others. These costs will stay the same even if the flight is operating at full capacity or 10 percent capacity. Looking at the graph below, airlines would therefore want to operate at maximum capacity stage (P2 stage) so that the fixed cost is spread over more passengers so that long run average cost is low therefore improving allocative and dynamic efficiencies of the airlines. 
However, due to the pandemic which has caused global travel restrictions, strict border controls and national lockdowns, airlines have not been able to benefit from economies of scale.  
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The key drivers that have driven down income of UK budget airlines:
The UK airline industry is considered dangerous and susceptible to overall market swings. Budget airline carriers are subjected to direct and indirect costs which are unavoidable. Fuel costs can fluctuate uncontrollably based on oil prices.
Fuel and oil prices
Figure 1 
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Figure 2
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[bookmark: _Hlk130300438][bookmark: _Hlk130300429][bookmark: _Hlk130300450]Figure 1 illustrates that oil prices have increased precipitously and have the tendency to fluctuate. This means that the airline industry is finding it challenging to hedge their future fuel requirements given the volatile oil prices, consequently raising operating costs, reducing profitability, and putting the industry into survival mode (Simpleflying 2022).  This can be further supported by Wang and Gao (2020) who found that hedging practices in this climate did not positively influence dynamics or predictability of airline earnings an profitability.  The market has been unfavourable and deceptive to airline carriers as they are now reluctant to purchase current oil contracts as there is an upward trajectory with oil prices, hence eating into their profitability. Majority of airlines consume around 2.5 billion gallons of fuel a year, hence an increase of even £1 means an increase of £25 million in annual operating expenses. Figure 2 also supports this notion, it shows a negative correlation between oil prices and profitability in the airline industry (Horobet et al 2014), suggesting a reduction in profitability and earnings before interest and tax (EBIT). 
Cost of labour
[bookmark: _Hlk130300467]Cost of labour is a major factor that drives down profitability of airline carriers. One major factor being International Civil Aviation Organisation (ICAO) who require minimum level of flight crew, and cabin crew members to be employed onto airline even if there are less passengers on flight (Ref). Airlines are paying for idle staff, experiencing poor asset utilisation leading to minimal productivity and efficiency consequently driving up labour costs and lowering profitability. Barnow (2022) confirmed that labour shortage and high staff turnover is causing significant labour inflation. This means that staff/labour have come down with strong bargaining power over their airline carriers, therefore can demand higher salaries and more benefits which intern is pushing up the cost of labour, impacting on the profitability of the airline carriers. 
1.1 Research Title, Key Questions, Aims and Objectives
Title
The strategic impact of COVID19 on budget airlines in the UK. A change beyond imagination.












Key Question
To identify the key drivers that have driven down income of budget airlines.                                (Norwegian Airlines, Ryanair and EasyJet). Comparison between the biggest and smallest passenger carrier will be made.
To identify the reactive strategies that were implemented by these companies to safeguard against financial and economic loss. 
To identify what proactive strategies could be formulated as part of a contingency plan to mitigate future loss. 
Aims 
By taking into consideration past and current findings, this research has the aim to establish various strategies in which airlines such as Norwegian airlines can put in place strategies in order to minimise losses from COVID19 like pandemics. 
Objectives  
Compare the status of 3 airlines (EasyJet, Ryan Air and Wizz Air) of their past financial position (2018,& 2019) to their current financial position (2020 & 2021)
Analyse the internal and external environment of EasyJet, Ryan Air and WizzAir.
Determine a strategic framework for a path towards recovery for EasyJet, Ryanair and WizzAir. 








[bookmark: _Hlk130732659]Chapter 2 – Literature Review 
[bookmark: _Hlk96359288]Defining Strategy
Porter (1996) states strategy is about competitive positioning where an organisation achieves competitive advantages by being distinct and unique from competitors.  On the other hand, Huskisson (2012) confirms that strategy is where an organisation widening its scale operations from single business to portfolio of businesses to seek competitive advantage and mitigate risk. 
Both definitions of strategy indicate that organisations need to understand their competitors, markets and the industry they are operating in an aim to position themselves distinctly in the industry and deliver value added products/services to customers. 
Drucker (1973) provided a more traditional definition of strategy.  He stated that strategy is where an organisation has a growth policy underpinned by strong and relevant minimum (short term) and optimum (Long-term) objectives. 
From the definitions of strategy above there is agreed consensus that strategy focuses on long term growth, seeking competitive advantage over competitors, sustainability and profitability.  
Defining strategic management:
Lynch (2018) states that strategic management is about identifying a purpose of an organisation and setting out plans and actions to achieve the purpose. Sammut-Bonnici (2020) expressed a more technical definition of strategic management by stating strategic management is a process of developing, observing and examining the essentials an organisation needs develop a strategy and meeting its strategic objectives. 
The definitions confirm that strategic management is about observing and scrutinising the internal and external environment of an organisation to create strategies that aim to seek competitive advantage, growth and a unique selling point. 



	

Different strategic management styles 
Emergent approach
[bookmark: _Hlk130733124][bookmark: _Hlk130733132]Emergent strategic management style concentrates on identifying and effectively planning for unexpected outcomes from the execution of strategy and learning to incorporate those unforeseen outcomes into future corporate plans (Lynch 2008). Such style is non rational and is a realised approach which focuses upon an experimental process of trial and error as well as flexibility (Stacy 2000). Such level of flexibility gives organisations the opportunity to incorporate the future anomalies such as technological advancement and changes in economic environment and incorporate them into their strategy (Mintzberg and Water 1985). This can help give organisation competitive advantage and be well prepared to face any future challenges (Mintzberg 1978). 
[bookmark: _Hlk130733141]Emergent approach gives an organisation the flexibility to change its purpose overtime in line with turbulent external environment (Patton 2015). The uncertainty of future makes setting out to identify a purpose, single strategy, and a strategic plan a fruitless task therefore this approach allows organisations to seek strategic alternatives, experiment them and develop competitive advantage. 
[bookmark: _Hlk130733151][bookmark: _Hlk130733160][bookmark: _Hlk130733166]However, there is an element of uncertainty, lack of clarity and stagnation with this approach as this it does not focus on control and operates often on survival mode (Porter 1980). The approach is heavily reliant upon the skills and experiences of staff to identify future anomalies and incorporate them into strategy (Burgelman and Välikangas 2005). It is therefore exceptionally important for organisations to focus on grassroot level to recruit exceptional talent given the down-top organisational approach to this style (Sun and Zhang 2004). 
Deliberate approach 
Deliberate approach is based upon vision and mission of the organisation and is focused upon achieving the initial purpose of the business (Porter 1980). Its about “deliberately” being unique and different from competitors to achieve competitive advantage.  The approach is internally focused so that an organisation can focus on cost leadership strategy, differentiation strategy and focus strategy.
The strategy minimises the external influence on business activities which is extremely dangerous for the competitiveness, profitability and liquidity of the organisation. The external environment is a key indicator of threat and opportunity that allows an organisation to develop strategies to safeguard and mitigate the negative impacts and maximise opportunities to growth. Therefore, minimising external influence can be seen as an outdated and antiquated approach which will cause more harm than benefit to an organisation.
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Figure 1 shows that the deliberate strategy has a coherent and rigid structure however lacks flexibility and innovation. It focuses upon setting mission, developing strategic options involving stakeholders as well as monitoring and reviewing performance. However, given the top-down approach where all decision making is made by executives and top management this approach can potentially alienate staff on the grassroot level and significantly give rise to agency problems in the future. 
Which approach is effective? 
[bookmark: _Hlk130733204]Nag (2007) reported that there was an implicit agreement amongst leading strategy researchers that organisations combine both approaches, hence can be both deliberate and emergent depending on many factors such as competitive advantage, cost control, quality control, technological innovation, industry and organisational culture. Emergent strategy is much more relevant to strategic communication within an organisation given that the uncertain external environment in which an organisation operates, needs to adapt and deliver. This is because despite thorough planning being undertaken by an organisation (deliberate approach), situational and environmental factors cannot be controlled by an organisation and therefore the emergent approach helps take into consideration the turbulent economic environment. 

Approach implementation criteria 
[bookmark: _Hlk130733240]Stobierski (2020) advised that an organisation needs to consider the following key determinants in order to choose which approach to implement:
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Strategy formulation framework 
[bookmark: _Hlk130733262][bookmark: _Hlk130733268]Strategy Formulation Framework (SFF) can be divided into 3 distinct stages: Input, matching and decision stage making stage (David 2003). David (2007) assigned unique roles to each stage of the process. Stage 1 (Input stage) is aimed at collecting both numerical and non-numerical data using a variety of strategic management matrixes. Stage 2 (The matching stage) puts data from stage 1 into context and helps generate feasible alternative organisational strategies. Stage 3 (the decision stage) is focused upon objectively assessing and evaluating alternative strategies identified in stage 2 and selecting most attractive strategy using the Quantitative Strategic Planning Matrix model (QPSM).
The SSF puts into context the strategic management process. It gives organisations the tools and technique undertake strategy formulation. However, the limitation of the framework is evident in stage 3, where business managers will need to objectively assign weightage to each key factors.  Stage 3 requires business managers to have adequate business knowledge, skills and qualifications to make decisions when evaluating alternative strategies and selecting the most attractive strategy. 
[bookmark: _Hlk130733283]For SSF to be successfully implemented it is heavily reliant upon various models of strategic management. PESTEL analysis allows and organisation to assess the key external factors that are affecting an organisation (Aguilar 1967). Ozdemir (2014) confirmed that PESTEL analysis is an outward thinking model that allows organisations to continuously assess the environment to seek competitive advantage and put in place mechanisms to mitigate the effects of political and economic risks (risk management). For example, by assessing factors such as inflation and taxation an organisation can adjust its pricing strategies, taxation policies and determine profits after tax (PAT) and plan to determine how they can best position themselves within the industry (Buye 2021).
Nevertheless, PESTEL analysis can causes “paralysis by analysis” as and organisation can be overwhelmed by the amount of data it is captures (CIPD 2022). The model therefore does not put a limit on the amount of data that is sufficient for an organisation to successfully undertake analysis which can side track an organisation from its original vision, mission and objectives. This can lead to ambiguity, although it can be argued that the model gives an organisation the flexibility to tailor its analysis its industry, vision mission, objectives and constantly review them. 
Although there are limitations to this model, it supports organisations with gathering data and helps them develop strategic direction which in term will improve and organisations competitive advantage.
() advised that IFI-EFE matrix are much coherent and structure alternative to PESTEL analysis. The model allows an organisation to internally and externally audit itself by providing weights and ratings to each opportunity, threat, weakness and strength, whereas PESTEL analysis is only concerns with external factors affecting an organisation and does not give thought to key internal y factors of an organisation.  IFI-EFE matrix therefore allows management to allocate resources to where they are most needed.
However, IFI-EFE matrix does not inclusively support in creating a successful business strategy nor does it provide a solution on how to efficiently and effectively deal with various internal an external factor that are affecting an organisation. It also gives rise to subjectivity as weights and ratings to each factor are allocated without a full assessment of the internal and external factors. 
The competitor profiling Matrix (CPM) allows a thorough and close analysis of competitors using critical success factors and applying weightage to each and evaluating the scare at the end. The model helps an organisation to identify, assess and evaluate a competitor’s strengths, weaknesses and allows and them create effective competitive and strategic advantage.  This means that the tool helps senior management identify strongest competitors by assessing their market share, customer retention policies and supply chain (Zimmerer Wilson 2008).   
[bookmark: _Hlk130733310]However, like the IFI-EFE matrix; CPM model also heavily relies upon subjective decision making when applying scores to key factors which can lead to non-uniformity, bias and lack of consistency (Patton 2015). This means that the validity, reliability and consistency of this model can be questioned given the inconsistent output it gives which can hamper the success of the desired outcome hence ultimately led to non-conformity. Nevertheless, the usability of CRM model can be significantly improved by incorporating competitor’s move and economic factor into the model. This will help organisations better assess the financial impact. 
Thompson and Gamble (2007) suggested that the usability of CRM model can be improved by incorporating competitor’s move and the economy in the model as this will help the organisation better assess the benefit and losses accrued.  
[bookmark: _Hlk130733337]Porters 5 forces primarily focuses on external environment of a particular industry (Porter 1978). The confinement to an industry allows thorough analysis of the industry and allows organisation to decide on where it needs to gravitate towards to seek sustainable competitive advantage. This means that the method allows organisations to search for gaps within the industry which in turn will give them opportunities for supernormal profits. This in turn helps the organisation develop a strong strategic position in the industry.
Nevertheless, the model fails to consider industry factors wide factors like if an industry is emerging/maturing or regulated/unregulated instead is heavily focused upon competition and profitability and industry structure.  This means that the model is static as it provides as it only provides a snapshot of the past which may only be suitable for developing short term strategies of the past. However, is not forward thinking and given the fast-changing nature of the external environment the model therefore does not provide an organisation competitive advantage.
[bookmark: _Hlk130733360]Harrison and John (2004) suggested that for an organisation to generate feasible alternative organisational strategies it is pivotal that it undertakes SWOT analysis as the model helps organisations identify resource capabilities, inadequacies and market opportunities.  This means that SWOT analysis is an established model of strategic management which can be incorporated across many industries as it is very simple model to apply unlike the CPM which requires weightage being applied to each key factor which requires skill, experience and knowledge as well as giving rise to subjectivity.  Nevertheless, SWOT analysis is generalised and does not provide specific solutions to specific organisational issues (Gurel 2017). The main reason for this is that SWOT analysis was developed in time where the external environment was static (Andrews 1965).
The above suggests SWOT analysis is a key tool that supports strategic planning, allows a comprehensive analysis of internal and external environment that enables organisations to seek sustainable competitive advantage and safeguard itself from factors beyond its remit. 
The Quantitative Strategic Planning Matrix (QSPM) supports organisations to develop strategies for organisations based upon a thorough analysis of the internal and external environment of an organisation. The model allows multiple set strategies to be considered concurrently as well as allowing both internal and external analysis to be incorporated into the decision-making process.  However, the model is reliant upon accurate, coherent and a thorough input for the previous stages; poor input of information will lead poor alternative strategies. The model is also relying upon sensible judgments when applying weightage to factors and attractiveness scores.
Limitations of Strategic Formulation Framework
The strategy formulation framework is heavily reliant upon instinctive judgement and assumptions from the professional undertaking the SSF assessment. Mathematical values applied as ratings and attractiveness scores are purely based upon subjective judgemental conclusions. Nevertheless, must be built upon up to date, unbiased empirical and practical data.  For QPSM to be successfully implemented it is heavily reliant upon quality information at input stage so that quality information can be processed and give quality output without both factors the use and purpose of QPSM will not be justified. 
 


















Chapter 3 – METHODOLOGY
Introduction 
Brown (2006) asserts that methodology is the philosophical framework from which a study is derived.  Alan and Randy (2005) advised research methodology is only effective if it meets the following criteria. Firstly, the methodology needs to be appropriate and suitable so that it can meet the aims and objectives of the research. Secondly, the methodology needs to be effective in other research of similar nature (generalisability). There needs to be alignment and cohabitation between the tools used to conduct the study and key questions/objectives of the study, which in hindsight will enhance methodological rigor and generate valuable information to achieve the aims/objectives of this research.  
[bookmark: _Hlk130036851]According to Bristow and Saunders (2019) research in business and management falls into multiple philosophical territory. The business and management discipline has taken its theoretical base from multiple disciplines such as social sciences (Tsoukas and Knudsen 2003).  This study therefore takes an ontological and epistemological approach (Saunders et al 2019).  The impact of COVID-19 on budget airlines (EasyJet, Ryanair and WizzAir) will be discussed from various perspectives and domains. Financial instruments such as ratio analysis (Quantitative research) will be used to analyse, compare and evaluate the financial performance of 3 airlines. The figures for the ratio analysis will be derived from financial statements which means the study will be analysing acceptable, valid and legitimate information that will steer the study towards making more effective recommendations and conclusions. The rationale for this is that financial statements are regulated and published in line with the Companies Act 2006 (UK Gov 2022). The act requires directors to publish annual accounts that are true and fair view and are scrutinised by external auditors before being published to stakeholders (UK GOV 2022). This will ensure that the financial statements are free from material misstatement, error, fraud which in hindsight will ensure that my research is valid, accurate and reliable. 
Furthermore, the qualitative research will rely upon two key strategic framework tools; PESTEL and SWOT analysis. These frameworks help provide business direction and assess risks associated to all three airlines. 
[bookmark: _Hlk130036871]The other phenomenological approach within the parameters of this study is pragmatism. Kelemen and Rumens (2008) confirmed pragmatism argues that concepts are only relevant where they support an action. This means that pragmatism is about identifying a problem with an aim to find a practical solution that “informs future practice” (Saunders et al 2019 pg. 151).  
For the purpose of this study, the identified issue is the impact of COVID 19 on budget airlines. The proposed practical solution, in the form of recommended strategies for each airline will derive from utilising Fred’s strategic formulation framework that will help develop a path towards recovery and protect the airlines against any future anomalies.  The phenomenological approach would value-drive the reflective process of enquiry. 
[bookmark: _Hlk130036886]One key limitation of the pragmatist approach is that it has substantial disparity between how objective (unbiased, balanced on facts that can be verified) or subjective (driven by assumptions, personal opinions without verifiable facts) a study can turn out to be (Saunders et al 2019).  It is therefore pivotal that a balanced approach is taken when collecting data. To achieve this, the research needs to consider both numerical and non-numerical data such as market conditions, consumer behaviour, feelings and financial data. This will help the researcher strike a good balance between both subjective and objective approach. 
[bookmark: _Hlk130036897]Although business and management has absorbed and adopted philosophies paradigms from different disciplines (social sciences), however qualitative and quantitative are only two broad approaches in which data can be collected and analysed in business research (Lewis & Thornhill 2009).    
[bookmark: _Hlk130036907]Quantitative research strategy focuses on the counting, numerically collecting and analysing data (Brown 2006).  It is about measuring the variables over a short or longer period to identify patterns, trends and abnormalities to support research (Payne & Payne 2004).  
[bookmark: _Hlk130036916]On the other hand, qualitative strategy is a method of enquiry that focuses on social sciences and consumer behaviour and has a less structured approach.   This means there is significant difference in both strategies in terms of nature, approach, research type, sampling, data, inquiry, hypothesis, element of analysis, methods and results (Ahmed et at 2019).  This is because qualitative research is holistic, inductive, process oriented and develops understanding, whereas quantitative approach is particularistic, deductive, result oriented in terms of nature, reasoning, method and result, hence both approaches are unalike in nature.  This means that it will depend on the objective and hypothesis of the study which will determine if qualitative or quantitative research will be utilised or if a mixed method approach (Triangulation) will be implemented. 
From the analysis above, in this research the theory of triangulation will be implemented so that both qualitative and quantitative methods can be utilised. This is because both methods of research provide unique and specific results which will positively impact the overall quality of the research. 
[bookmark: _Hlk130036928] The pragmatism approach uses a range of mixed, multiple, qualitative and quantitative approaches (Saunders et al 2019).  Such multidimensional approach provides complex, rich and value-driven research that helps produce meaningful and credible data that will support the production of dynamic solutions and outcomes. This is because qualitative and quantitative data both complement each other, hence enhancing diversified findings and improving the overall quality of the research.
[bookmark: _Hlk130036939][bookmark: _Hlk130036959]The combination of two or more methods of qualitative and quantitative research is often referred to as “mixed methods” or “triangulation” (Timans et al). This may include using multiple data sets to answer a research question or use multiple qualitative or quantitative methods to conduct research (Saunders et al 2009).  This is referred to as “data triangulation” which includes assessing patterns across time ((Timans et al). An example of this can include extracting data from the profit and loss statement or balance sheet across multiple years (2019, 2020, 2021) and using vertical or horizontal analysis to analyse and assess the financial position and performance of the budget airlines. This will help examine the cause-and-effect relationships between variables and help undertake comparative analysis against industry averages (Lincoln 1998). 
[bookmark: _Hlk130036972]The principal reason why it is important to use triangulation is that it tenders quality and clarity to a research study (Heale & Forbes 2013). Using different branches of triangulation makes findings from the research more diverse and effective.  This is because both numerical and non-numerical methods give a more dynamic and insightful findings and analysis.  
Sample framework and Selection Criteria 
[bookmark: _Hlk130036980][bookmark: _Hlk130036995][bookmark: _Hlk130037005]Sampling is technique of choosing a characteristic subset of a population (Taherdoost 2016).  This means that sampling is an avenue of obtaining information in relation to a population without investigating the population in its totality. There are two ways in which sampling can be conducted. Probability sampling and non probability sampling (Cohen et al 2018). Non probability sampling is where not all participants/companies operating within a given market are selected (Saunders et al 2012). On the other hand, Probability sampling uses random selection within a given population to maximise participants equal chances of being selected.

[bookmark: _Hlk130037015]The research question and the selected research methods are the two key variables that help decide which sampling technique to choose (Vehovar et al 2016). In this study triangulation and Multiple Methods of Research (MMR) is suitable to the needs to the study, hence have been selected. 
[bookmark: _Hlk130037022]Pace (2021) argues that solely relying upon clear research goal and question is not enough in deciding which sampling technique to use. He advised that the  following key questions need to be considered prior to choosing a sampling technique:
	Questions 
	Application to my research
	Outcome


	Is the study Sample Homogenous?
	Yes
	The sample population of airline industry will share similar characteristics. These include:
Low-Cost Carriers 
Low fares
Additional fees (luggage, seats and food on flight)
Single service class – only one type of passenger service exists. 

	Is the study sample heterogenous?
	No
	The research does not require participants that share different characteristics. 

	Does the research need an exhaustive list of the population?
	No
	There are only 7 major budget airline carriers that operate from the UK and mainland Europe. 

	
	
	



                                       Adapted from (Pace 2021)
The budget airlines that operate from the UK include:
· Ryanair
· EasyJet
· Jet2
· Wizz Air
· Norwegian Airlines
· Vueling
· AirBaltic 
The market share distribution of these low-cost carriers across UK and mainland Europe are:
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[bookmark: _Hlk130037040]                                    Statista (2022) & Simpleflying (2023)


For the purpose of this research, nonprobability sampling has been selected because the research is target oriented and takes a homogenous approach with a set of specific criteria. The selection of airlines for this study has been based upon two key factors: market share and pre covid profitability. The rationale for this is that these airlines have very common and similar characteristics such as business model, operating styles and marketing mix (product, price, place and promotion) therefore differentiating and selecting an airline them on based on these (business model, operating styles and marketing mix) characteristics cannot be justified, hence profitability and market share had been selected as the bases of the selection criteria.   Ryanair, EasyJet and Air Baltic were selected for this study. Ryanair has the highest market in the whole industry, whereas EasyJet is mid-range and Air Baltic has the lowest market share and profitability compared to all the airlines in the industry. From this study it will be airline with low market share and profitability were more vulnerable and exposed to COVID19 compared to airlines with higher market shares and profitability. 
[bookmark: _Hlk130037070]Although nonprobability sampling is suited to the needs of this research, however the method has a major drawback that needs to be considered when conducting the research. There is lack of representation of the entire population. For example, the proportion of the entire population is not included in the selected group (Dudovskiy 2016). Only 3 out of the 7 available airlines have been selected for analysis purposes, which is only 42.8% of the population (3/7*100= 42.8%).  Nevertheless, Saunders et al (2020) disapproved this notion and confirmed that high quantity of participants does not mean that that the research will produce effective results, indicating quality of selected sample supersedes the quantity of participants in a given research. 
This meant that is not about the quantity of participants but the quality that will help make the research significant and purposeful. 
Data Collection
[bookmark: _Hlk130037086]For the purpose of this study to collect quantitative and qualitative data, I will use triangulation. The rationale for using MMR approach is that it will provide eclectic and diversified results as it involves both numerical and non-numerical data which will provide a more in-depth analysis (Creswell & Creswell 2018). 
Data analysis 
[bookmark: _Hlk130037096]Theoretically, data analysis is about sorting, examining and consolidating the findings to answer the research question (Sutton & Austin 2015). Data analysis helps bring shape and conformation to the findings of the data (Sutton & Austin 2015). To analyse quantitative data, ratio analysis will be used. This will help analyse and compare the financial performance of each airline, both horizontally and vertically and compared them to industry averages.  This will help analyse, assess and predict the company’s profitability, liquidity and efficiency (Zorn et al 2018). On the other hand, qualitative

Ethics considerations
[bookmark: _Hlk130037105]Bhandari (2022) outlined 5 key ethical consideration that need to be considered when undertaking research.  
Voluntary participation
Informed Consent 
Anonymity. -  The identities of people will be anonymous and personally identifiable information will not be collected.
Confidentiality. -  Data protection and GDPR regulations will be followed strictly, and information will only be kept for the purpose of this research. 
Result communication – ensuring that results are presented accurately. 
For the purpose of this research, voluntary participation, informed consent and anonymity, confidentiality will be always adhered to. 
Conclusion
Selecting the most suitable methodology for this research has been difficult however, it is interesting to realise that there is no singular choice of research that is perfect, however one thing that assuring is that despite its limitations the desired outcomes can still be generated as it will be seen in chapter 4.  














Chapter 4 – ANALYSING FINDINGS FROM RESEARCH
Introduction 
Using the stages of Fred’s strategy Formulation Framework, chapter 4 will present and analyse findings from the research conducted. Firstly, ratio analysis will show the financial performance of the 3 airlines. Secondly, PESTEL analysis will outline the macroeconomic factors that are affecting the airlines. The findings will then be incorporated into a SWOT analysis to help formulate multiple strategies. Finally, the Quantitative Strategic Planning Matrix model (QPSM) will be used choose one most suitable strategy that airlines can implement.
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Ratio Analysis
The data for the ratio analysis was adapted from MacroTrends.Net. The following ratios formed part of the analysis. (Please refer to Appendices 1-4 for figures associated with the ratio analysis for each company.)
1. Gross Profit Margin
2. Net Profit Margin
3. Current Ratio
4. Debt - Equity Ratio
5. Debtor Days
Gross Profit Margin
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The gross profit margin (GPM) for all three airlines declined incrementally between 2019 and 2021, COVID19 being the major contributor towards such decline. Between 2019 and 2020, WizzAir experienced the sharpest decline of 32%, followed by EasyJet and Ryanair (Appendices 1). WizzAir and EasyJet experienced the most volatile and unstable gross profit margins indicating sluggish sales and high operating costs compared to Ryanair, who experienced a steadier decline in GPM.  Major factors contributing to decline in GPM include increased cost of safety during the pandemic, government travel restrictions and border closures (CAPA 2022).   




Net Profit Margin
[image: Chart

Description automatically generated][image: Graphical user interface, chart

Description automatically generated]

The figures above confirm that in 2020 EasyJet and WizzAir suffered an unbearable decline in revenues and experienced a steeper decline and erosion in their net profit margins (NPM), with both loosing 41% and 22% of, thus experiencing a negative NPM, indicating that both airlines were extremely susceptible to the initial effects of covid19 pandemic (Appendices 1). Ryanair were more resilient with a decline of only 3.9% in 2020 from pre pandemic figures of 2019, suggesting a better revenue accumulation and quicker cost cutting measures compared to its counterparts. However, in 2021 all airlines experienced negative NPM with Ryanair and EasyJet seeing the highest decline in NPM reflecting the dramatic drop in demand for passengers due to change in behaviours of passengers influenced by multiple reasons; government restrictions, boarder closures, ensuing economic crisis (BBC news 2021).
 







Current Ratio
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[bookmark: _Hlk128780720]Between 2018 and 2021 75% of the times Ryanair and EasyJet had a current ratio of below 1, indicating liquidity issues (Appendices 1). A figure below 1 means that both airlines are likely to have insufficient capital to pay of its short-term debts because they have larger proportion of liabilities relative to the value of its current assets. Conversely, WizzAir’s above 1 current ratio suggests it holds enough value in its current assets to pay its short-term debt suggesting positive liquidity and healthier outlook towards potential investors (Business Insider 2023) (Appendices 4).  
Debt-to-Equity ratio 
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Pre-pandemic figures of 2018 and 2019 confirm all airlines had a debt-to-equity ratio of below 1 suggesting there assets were mainly financed through equity. EasyJet had the lowest figure, indicating that it solely relied upon wholly owned funds to leverage its finances thus lower probability of bankruptcy in an event of economic downturn (Appendices 2). However, the economic shocks in 2020 and 2021 resulted in the debt-to-equity ratio for EasyJet and WizzAir doubling, indicating a short and medium term risk of liquidity crisis due to more reliance of debt to finance its assets hence (Appendices 3 &4), an increase in overall corporate debt (Macro Trends 2023). 
Debtor Days
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The days it took for airlines to collect debt within a fiscal year increased incrementally during 2020 and 2021. EasyJet and WizzAir saw an increase of approximately 50 days in collecting debt from debtors compared to pre-covid figures (Appendices 1). To prevent liquidity issues in the short to medium term, both airlines had to inject more reserved cash into its unpaid accounts receivable (AR) asset as AR constitutes 25% of working capital. The above figures suggest that both airlines have instituted a transient trade receivables policy that was fragile, inefficient and is exposing both airlines to greater liquidity problems. High debtor days means more likelihood of a bad debt leading to poor cashflow, reduced profitability and increasing default risk.  Both airlines need to consider efficient and effective trade receivable policy that is stringent but practical in nature where the ramifications on debtors for non-payment is high. 
Ryanair, on the other hand had a steady increase in debtors days compared its counterparts suggesting better management of trade receivables. The main reason for Ryanair’s efficient trade receivables management is having a proactive trade receivables policy where volume in terms of credit sale are exceptionally low as well as relying upon stringent terms and conditions for granting credit. Both stringent policies means that Ryanair have not put their cash liquidity under considerable strain and hence have remained profitable as they have had a shorter cash conversion cycle compared to its counterparts. 
In order to assess the impact of macroeconomic environment on EasyJet, RyanAir and WizzAir PESTEL analysis will be used followed by SWOT analysis and QPSM for each airline.  
EasyJet PESTEL Analysis
Political Factors:
UK Government Tax policy and EU Tax Harmonisation
[bookmark: _Hlk128594059]Political instability in the UK has had a significant impact on UK based budget airline EasyJet (Sandford 2022). The UK government recently increased the main rate of corporation from 19% to 25% (UK GOV 2022). An increase in tax burden means that EasyJet will have 6% less profit after tax compared to its competitors, resulting in less dividends pay-out for investors, making EasyJet less attractive to potentially investors hence negatively impacting on future growth and expansion. Another setback for EasyJet is  the outcome of the EU Tax Harmonisation reform where all EU member states have agreed “tax fairness” which means corporation tax in any EU country will be capped at 15% (European Commission 2022). EasyJet will now be paying 10% more in corporation tax compared to its competitors making them less competitive as they will have 10% worth of less profits to reinvest into research and development (R&D) and expansion projects. 
 Air Passenger Duty (APD) Reduction
In 2022 the UK government reduced the Air Passenger Duty (APD) from £13.00 to £6.50 for low-haul inbound flights (flights less than 5500 miles) for UK based operators only (UK Government 2022). A reduction in APD will make EasyJet more competitive and profitable as they can pass the cost savings to their customers by lowering their travel fairs and make return flights cheaper for customer which will in turn improve EasyJet’s customer retention and acquisition. 
Brexit 
With the UK leaving the EU it will create challenges and uncertainties and long-term impact on the UK based operator EasyJet (Deloitte 2022). EasyJet’s revenues are linked to international relations and GDP. Financial markets reacted negatively to Brexit with share price of EasyJet declining dramatically and the value of the pound falling against the dollar, substantially raising fuel prices for companies such as EasyJet with UK based income streams (Deloitte 2022).  Furthermore, S & P lowered the debit credit rating for both the UK and EU making borrowing more expensive for UK airlines such EasyJet (Deloitte 2022). 
Changes to airlines permitted routes and operations means the “fifth freedom rights” will be removed where UK based airlines cannot operate flights between European cities and vice versa (CAPA 2022). Such change is impacting EasyJet as they now need to establish subsidiaries within other European countries to handle operations and make flight planning as flexible and connected as possible as well as apply for operating licences in other EU country in order to retain its EU flying rights. 
Brexit means free movement of people between UK and Europe has concluded with travel restrictions being applied to UK citizens. EasyJet are now required to carry out additional checks on passengers and documentations (ETIAS 2022). With effect March 2023 all UK passengers may require visa or visa waiver called ETIAS which will cost 7 Euros for passengers aged between 18-69, adding additional cost and complexity impacting for EasyJet making customer experience slower as more identity and passport checks required (ETIAS 2022).
EU Aviation legislation states airlines operating in EU must be majority of shared must be owned and controlled by EU nationals or else they will lose their licence (Reuters 2022). 52.65% of EasyJet’s shared are owned by UK national shareholders which means EasyJet will have to suspend the voting rights of UK based shareholders to comply with post-Brexit ownership rules (Reuters 2022). Although it is pivotal for EasyJet to comply with the change however, it can destabilise EasyJet directorship and stakeholders’ relationship as well as public relations as a whole. 
COVID19 Government Intervention
Multiple Lockdowns, travel restrictions and border closures were the many steps taken by UK government to minimise the spread of COVID19 (Amaro 2020). These decisions meant that there were caps applied on two of EasyJet’s main hubs; London Gatwick and Amsterdam Schipol (Amaro 2020). Although medically it was the correct decision to make however economically it significantly impacted the aviation industry were demand for flights declined by 98% negatively impacting profitability, liquidity of the EasyJet (ICAO 2022). The UK government launched the most comprehensive recovery packages for UK based airlines to support them through the COVID19 pandemic (Yates 2022). To minimise financial disruption and safeguard short-term liquidity EasyJet were able to take advantage of “Coronavirus Large Business Interruption Loan Scheme” as well as the “furlough Scheme” (Yates 2022). 

Economic Factors:
Cost of living crisis & rising fuel costs
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(Statista 2023)
COVID19 pandemic, rising inflation, increased taxes and sluggish salary growth means that UK households have seen a contraction in there disposable income therefore households are already cutting back on unnecessary expenditure. Graph B shows that UK has a high inflation than other developed economies such as France, Italy, Ireland and Germany.  The impact of high inflation on EasyJet is twofold, firstly, rising fuel costs and lowered consumer purchasing power means that easyJet will need to further drive upon its low-cost model by driving efficiency, developing strong productivity and fleet investment. This will lower fuel and maintenance costs, improve competitiveness on cost and scheduling processes to drive crew productivity enabling EasyJet to transfer cost savings to customer in form of lower fares and better customer experience.  
Secondly, EasyJet will need to hedge in the fuel market to protect themselves against price fluctuations as the war in Ukraine is likely to make gas and fuel prices increase further in the UK (Statista 2023). Implementing both techniques means EasyJet will benefit from high rates of capacity utilisation lowering the fixed cost per which will give boost to profit margins as EasyJet will benefit from economies of scale. 
Social Factors:
Covid19, cost of living crisis and rising inflation has increased social and income deprivation across the United Kingdom. 18–34-year old’s have taken measures to cut back on unnecessary expenditure and save money with wealth accumulation amongst 18-34 being the lowest (PWC 2022). However, 60 – 69 years old have accumulated substantial wealth with an average range of between £630,000 and £1.25 million            (FCA 2022). Traditionally, EasyJet’s target market has been 18-34 providing low-cost fears for low-income distribution age group (EasyJet 2022). However, EasyJet will need to broaden its target market and focus upon market segmentation to entice older age group to use its services more often.  
Technological Factors:
EasyJet are leading the industry in digital, web and operational innovations in order to make travel easy and affordable (EasyJet 2022). There was the first airline to introduce the mobile app and mobile boarding pass. EasyJet made further developments in introducing app for the apple watch which connects easyJet app to provide personalised flight information, real-time views and passbook boarding passes which allows passengers to use it quicker and conveniently throughout (EasyJet 2022). They have also introduced passport recognition in their app which can automatically scan passports onto the boarding pass without having to physically enter details as well as auto bag drop. All these developments have improved customer experience by making traveling fast, efficient and memorable for passenger.
Although EasyJet have focused upon digital and web innovation, they still lag in engineering innovations (EasyJet 2022). To improve the latter easyJet need to invest in drone and robotic technology and 3D augmented reality technology (ART) as are the new technological developments. Drones can be used to perform aircraft checks and further inspections and ART can be used to remotely diagnose a technical issue. 
Environmental factors:
Carbon emissions is a major environmental factor that is affecting EasyJet. EasyJet introduced an industry leading commitment to decarbonisation of aviation in an aim to achieve zero carbon emissions when flying across UK and EU. They have vowed to reduce carbon emissions to 35% by 2035 (EasyJet 2022). To achieve this in the short term EasyJet will need to be efficient by avoiding noise and unnecessary use of fuel by flying planes full of passengers so that carbon emissions per passengers is reduced. 
Legal Factors:
Legal factors affecting EasyJet include multiple legal claims being bought against EasyJet due to personal details being leaked of 9 million customers due to cyber-attack (Financial Times 2021). In 2020 another cyber-attack which compromised sensitive data such as debit and credit card details (Keller Postman 2022). EasyJet were in breach of Data protection act and GDPR regulations resulting in financial penalties being imposed upon them by the UK government (Keller Postman 2022). 
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Based upon the findings from the PESTEL and ratio analysis SWOT analysis and QSPM Matrix  will be used to formulate and select a strategy for EasyJet. 
SWOT Analysis
 
	Strengths 
· Product innovation - Digital Web and operational innovation
· Strong Financial Leverage
· Strong market share
	Weaknesses
· Low Profitability
· Low Liquidity
· Trade receivables
· IT fractures

	Opportunities
· APD reduction
· New target market with higher wealth distribution
· Engineering innovation 
	Threats
· UK tax policy
· EU Tax Harmonisation
· Brexit legislation
· COVID19 and Cost of living
· Fuel prices
· Interest rates 
· Legal threats



Analysis
It can be acknowledged that EasyJet has many strengths at its disposal such as strong market share, product innovation, financial leverage, digital web and operational innovation. High market share indicates EasyJet has high-capacity utilisation which means that they are flying planes with less empty seats hence, benefiting from economies of scale where cost such as aircraft fuel, oil, maintenance and wages are reduced per passenger. The main reason is product innovation which has improved customer experience resulting in EasyJet being able to retain existing customers and acquiring new customers which has allowed them to improve their market share and financial leverage as they are able to use equity from existing operations to invest in growth and innovation rather than using debt.   
EasyJet’s low profitability and liquidity were driven by the initial shocks of COVID19 pandemic. Unbearable decline in net profit margin shows EasyJet were extremely poor at revenue accumulation and reactive in cost cutting measures during the pandemic. Aftershocks of COVID19 confirms that EasyJet need to focus on revenue drivers such increasing airline capacity, high load factor to drive ancillary revenues to pre pandemic levels.  EasyJet need to strengthen its credit and collection policy in order to supress trade receivable days and improve overall financial liquidity.
Invasive UK tax policy, EU tax harmonisation and Brexit legislation are threats that are only unique to EasyJet and not its competitors making the economic environment extremely unfavourable and disadvantageous to easyJet. Pay more in corporation tax compared to competitors, applying for new operating licences and being forced to give up majority of UK shareholders makes easyJet less competitive as they are incurring costs, high tax bills and negative public image due to political factors beyond their control. 
Furthermore, high fuel prices, interest rates, cost of living crisis and legal threats mean EasyJet are operating in a turbulent economic environment were revenue drivers are being threatened. 
Reduction in APD means that EasyJet are able to pass the cost saving onto customers in the form of low fares or they can keep the same fare and increase their profit margin per flight helping them mitigate threats such as rise in corporation tax.  They can also target new market with high wealth distribution and focus on engineering innovation. 
 
	SO Strategies 
	WO Strategies
	ST Strategies
	WT Strategies

	1. Segment the market by focusing on new market with high wealth distribution (60 – 69) year olds and develop up market luxury holiday packages to meet needs. 
2. Use digital web and operation efficiency to support engineering innovation to inspect aircrafts, perform checks in less time and more accuracy. 

	1. Use Air passenger duty reduction (APD) to improve net profit margin and liquidity in the short to medium term
2. Segment the market by focusing on new market with high wealth distribution (60 – 69) year olds to improve profitability and liquidity. 
3. Invest in IT infrastructure using the savings from APD reduction.
	1. Further Increase passenger capacity levels to pre covid levels to mitigate the negative effects of the turbulent economic environment. (Increase in taxes, fuel prices, interest rates)
2. Diversify its products and services acquire customers from rivals.
	1. Improve profitability and liquidity figures by customer retention and acquisition to mitigate the negative  effect of poor economic environment. 









Quantitative Strategic Planning Matrix - EasyJet
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Analysis 
Based upon the average weighted score the most suitable strategy for EasyJet to implement is to undertake market segmentation for the age group 60–69-year-olds. The main Internal factors that support this strategy include EasyJet’s strong financial leverage and market share whereas the external factors that support this strategy include the cost-of-living crisis, aftershocks of covid19 pandemic which had created the environment to target a new customer base that will help EasyJet generate wealth. 







Based upon the findings from the PESTEL and ratio analysis SWOT analysis and QSPM Matrix to formulate and select a strategy for Ryanair.
Ryanair PESTEL Analysis
Political Factors:
EU Tax Harmonisation and Ireland’s competitive Corporation Tax Rate 
Ireland has the most competitive rate of corporation tax compared to other EU countries and the UK. Irelands corporation tax is 12.5% other EU member states average corporation tax is 20% and in the UK it is 25% (Ireland Government 2022). A decrease in tax burden means that Ryanair has 7.5%- 12.5% more profits after tax compared to its EU and British counterparts indicating increased cashflow, stable liquidity and better financial position compared to its competitors, making Ryanair more attractive for potential investors. It also means Ryanair will have the disposable cashflow to invest in future growth such as research and development to increase operational efficiencies, improve customer experience and help Ryanair differentiate itself from its competitors. However, the setback for Ryanair is the outcome of the EU Tax Harmonisation reform where all member states including the Irish government have agreed to cap corporation tax to 15% (European Commission 2022). The reform has two key consequences for Ryanair firstly, Irish Government may raise the corporation tax by 2.5%; adversely affecting Ryanair’s cashflow and liquidity position. Secondly, other EU based competitors will make more profits after tax allowing them to invest into areas of development which may erode Ryanair’s market share.    
Aviation Fuel Tax
The Irish government has increased the aviation fuel tax on Irish based airlines from 13.5% to 23% to fulfil its commitment to combat climate change (Ireland Government 2022) . The increase of 9.5% will adversely threat Ryanair’s business model and unique selling point (USP) of providing low cost travel fares to customers because to maintain and protect profit margins Ryanair will need to increase fare prices or they may need to keep there fares the same price sacrifice profit margins. Either way they will lose profits and competitive positioning.   
Economic Factors:
High Inflation 

Republic of Ireland Inflation                                           UK inflation
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(Statista 2023)
EU inflation
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(Statista 2023)
High inflation across Ireland, EU and UK means that cost of energy, services, food and general items has soared incrementally which automatically is reducing the purchasing power of households making travel much more difficult for households.  Graph A and C show that there is a downwards trajectory in Ireland’ s EU inflation rate, however the UK’s inflation has an upward trajectory. The impact of inflation on Ryanair is varied. High inflation makes customers become more price sensitive which means passengers will want to travel with a low-cost carrier; such consumer behaviour is in line with Ryanair’s business model of providing low air transportation to fare-conscious customers. Ryanair could therefore capitalise on this by attracting customers who normally travel on upmarket airlines and further strengthen market share. This will help Ryanair benefit from economies of scale as operating cost per passenger will reduce when Ryanair’s planes are operating at maximum capacity, providing Ryanair competitive advantage in the long term. 
On the other hand, increasing operating cost such as fuel may potentially upset Ryanair’s low cost business model given that there is an upwards trajectory in future inflation projections across the EU and UK.  
Currency fluctuations
Uncertainty in relation to the future of the eurozone may have an adverse material effect on the value of asset and liabilities of Ryanair as they are denominated in the Euro currency (Michael 2023). Furthermore, cross currency risk is a major concern for Ryanair. Jurisdictions of operating business includes non-euro revenues, maintenance costs and fuel costs (Michael 2023). Any increase in value of the Euro against the pound or any non-eurozone currency can have negatively impact Ryanair’s operating results. Ryanair is therefore extremely sensitive to currency fluctuations which may devalue Ryanair’s overall value hence increase share price volatility and distance potential investors. 





Social Factors:
There are multiple shifts in society that can have major ramification for Ryanair.  Across Europe and UK outbound travelling have reduced by 11% and business trips have declined incrementally by 68%. On the contrary, middle east is the fastest growing tourist generating regions in the world with further growing demand (ref). Conventionally, Ryanair has generated majority of its revenue from EU travel which has become a saturated and depleting market (Ref). However, Ryanair will need to expand itself into the middle east through market development by putting its existing services into a new market. They can rely upon their existing operational efficiencies, knowledge and tap into previously untapped market by competitors. However, to mitigate risks Ryanair will need to carefully undertake geographic profiling and due diligence to ensure that such expansion is feasible.  One key barrier for entry for Ryanair can be its business model which is primarily based on low-cost budget travel that target price conscious customers. However, middle eastern consumers are not price conscious customers indicating that Ryanair may need focus upon comfort, luxury to enhance customer experience (Ref).  
Technological Factors: 
Ryanair have invested heavily in disruptive technologies to enhance and personalise user experience and further enhance market growth (Ryanair 2022). Ryanair introduced a feature on its app called “bag sizing tool” that helps customers determine whether their bag will fit under the seat or will need to be checked in (Ryanair 2022). However, despite investing 10 million pounds in the technology, the feature was termed unsuccessful, unproductive and complicated by customers resulted in completely dissatisfied customers (Donnelly 2022).  The feature therefore did not serve its purposes making it an ineffective and fruitless investment.  
Ryanair lag its competitors in digital and technological advancement. It was not until 2020 when Ryanair started upgrading and rebuilding it legacy IT infrastructure which was outdated and more prone to cyberattacks (Donnelly 2022). Ryanair therefore needs to focus upon rebuilding its core applications and convert them into actionable insights to transform and personalise customers travel experience and improve its image with its customers which is currently low due to poor customer experience. 

Environmental Factors:
Reducing carbon emissions and making the environment healthier is a key environmental factor affecting Ryanair (Ryanair 2022). Ryanair have taken market leading actions to ensure thar carbon emission footprint is reduced. The actions include only operating on point-to-point routes, investment in new fuel-efficient aircraft, improved engine technology (Ryanair 2022).  Such commitments indicates that Ryanair has a precise, effective and practical environmental policy which is underpinned by ambition and a commitment to deliver. This can be reflected by the fact that Ryanair are ranked the most efficient airline in terms of reducing emissions and supporting the Paris Agreement to lower global temperatures. 
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(Ryanair 2022)




Legal Factors
Legal factors affecting Ryanair includes legal claims being bought against Ryanair include trade unisons battling with cabin crew contracts, Ryanair breaking rules over refunds to customers and providing customers misleading information about their rights as customers (ETUI 2022). Multiple cases are tarnishing Ryanair’s image, credibility and as well as relationships with its employees as well as having financial implications in the form of legal fees.
Based upon the findings from the PESTEL and ratio analysis SWOT analysis and QSPM Matrix will be used to formulate and select a strategy for EasyJet. 
 
	Strengths 
· Low-cost business model
· Strong Profitability
· Strong Leverage ability 
· Market share
· Accounts receivable
· Environmental policy
	Weaknesses
· Liquidity 
· Ryanair Image
· Customer service
· Lagging in IT and technological advancement.

	Opportunities
·  High Inflation
· Expansion into the middle east.
· Technological advancement.
	Threats
· High inflation
· Currency fluctuations
· Aviation Fuel Tax
· EU tax harmonisation
· Multiple legal claims



Analysis
It can be confirmed that Ryanair has multiple strengths that include strong profitability, financial leverage, low-cost business model, an established market share and strong accounts receivable policy.  Strong profitability indicates Ryanair has efficient operations, robust ancillary revenue and effective route optimisation which is underpinned by their low-cost business model. This means that Ryanair are focused on cost-cutting measures to curtail overhead costs, only fly on profitable routes which allows Ryanair to benefit from economies of scale and supplement revenue from ancillary sources.   Ryanair’s low-cost business model has allowed them to transfer cost savings to its customers in the form of low fares allow Ryanair to convert one off customer purchases into habitual buying behaviour, simultaneously increasing customer retention and acquisition and strengthened consumer behaviour hence positively impacting on market share. 
Furthermore, Ryanair’s strong environmental policy means that it is undertaking cost cutting measures to invest in fuel efficient and cost-effective aircrafts that are which will be welcomed by environmentalist and backed by the UN. 
Ryanair’s low liquidity was mainly triggered by the preliminary tremors of COVID19 pandemic. Agonising deterioration in liquidity suggest that Ryanair did not have enough cashflow to pay off its short to long-term financial obligation due to having multiple streams of revenue linked to the same industry. This validates that Ryanair needs to focus upon diversifying its revenue streams such as tapping into new and unrelated industry, exploit potential synergies which can help minimise overall risk to its business portfolio.   
Ryanair’s tarnished image means it needs to reward cabin crew staff generous contracts which includes competitive salaries, retention packages and bonus payments directly linked to performance. Such steps can eliminate agency problems, improve employee morale, loyalty and productivity, enhancing customer service and customer experience. 
Currency fluctuations, rising aviation fuel tax (AFT) in Ireland and multiple legal claims are threats that are only exclusive to Ryanair, making the external environment immensely hostile and adverse for Ryanair to operate in. Cross currency transactions and the volatile euro currency means liabilities figures can be inflated incrementally which can negatively impact Ryanair’s profitability, liquidity and financial leverage thus reducing share price which can detract potential key investors. Furthermore, rising AFT means that profits after all tax deduction will be 2.5% lower. Ryanair cannot write-off these threats, however, can lessen the impact by engaging in more proactive foreign currency hedging transactions through pre-emptive bargaining with suppliers to streamline currency fluctuation risk and slightly increase prices on ancillary products to mitigate the impact of AFT.    
For Ryanair high inflation can be a threat in terms of rising operational costs however this can be offset against price sensitive customers who are likely to turn to Ryanair for travel purposes, given their low-cost business model Ryanair are likely to attract customers from competitors in these difficult economic situations. 
Ryanair can focus upon investing in technological advancement to further drive operational efficiencies and use its profitability and financial leverage to tap into the middle east where there is an accumulation of wealth Ryanair can extract.  However, careful and effective due diligence will need to be undertaken in order to understand the middle eastern culture, consumer behaviour, barriers to entry and current competitor profiling. 


	SO Strategies 
	WO Strategies
	ST Strategies
	WT Strategies

	1. Use profitability and financial leverage to expand into middle east.
2. Use existing low-cost business model to attract price sensitive customers who are affected high inflation
	1. Improve image and customer service through effective use of technology.
	1. Use market share to negotiate cross border transactions to mitigate currency risks.
2. Use environmental policy to lower impact of AFT.
	1. Improve image and customer service to prevent multiple legal claims. 








Quantitative Strategic Planning Matrix - Ryanair
[image: ]
Analysis 
Based upon the average weighted score the most suitable strategy for Ryanair to implement is to expand into the middle east. The main Internal factors that support this strategy include low cost business model, strong market share and strong profitability. The external factors that support this strategy are high inflation and new market opportunities. High inflation in UK and EU suggest consumers will have low disposable income therefore low purchasing power which means that this strategy will allow them to tap into a new market with higher income distribution.







Wizz Air PESTEL Analysis
Political factors:
Corporation Tax and EU Tax Harmonisation 
Hungary’s corporation tax is 9%, which is the lowest across the whole of European Union (EU) member states (Bray 2022). A competitive corporation tax means that WizzAir will pay 3.5% less in corporation tax compared to Ryanair and 16% less tax compared to EasyJet. This means WizzAir have more disposable cash to invest in improving operating efficiencies such as high aircraft utilisation, staff productivity, a more efficient fleet of aircraft and grow itself in the market through geographic exposure which can enhance market share and business growth. However, the EU tax harmonisation reform will have adverse ramifications for WizzAir (European Commission 2022). Firstly the likelihood of reduction in corporation is minimal, Secondly, the Hungarian government may increase the corporation tax to 15% to align it with other EU member states. The latter is more likely given the upward trajectory of Hungary’s corporation tax in last subsequent years, which suggests that WizzAir’s profit after tax may shrink which may give an uprise to liquidity issues and therefore threatening there “ultra-low cost” business model (Bray 2022).  
Hungarian Government Loan Guarantees 
Furthermore, to stimulate growth the Hungarian government has also announced $200 billion of loan guarantees at minimal interest rates to large corporations registered in Hungary (Euro News 2022). WizzAir can capitalise on this offer and use the loan to invest in growth and expansion or it to inject cash to boost cashflow hence improve its average liquidity position. 
Economic Factors:
High inflation 
Hungary’s inflation rate in 2022 (Jan 2022 – December 2022) is 26%, which considerably higher that the average EU inflation rate of 10% in 2022 (Diplomacy & Trade 2023). The war in Ukraine being the major contributory factor coupled with Hungary’s heavy reliance on Russia for gas and electric imports at highly inflated rates which has subsequently increased the prices of food, services and general items (Michael 2023).  The impact of high inflation on WizzAir is twofold; outbound fights are likely drop in demand due to decline purchasing power however, inbound flights are likely to increase given Wizz Air’s ultra-low-cost business model (WizzAir 2022). Either way, it will apply immense pressure on WizzAir business model as they will need to look internally to absorb the high inflationary figures through operational efficiencies, staff productivity and controlling costs which will allow WizzAir to uphold demand, stimulate growth and protect market share.
COVID19 Pandemic
The COVID19 brought the world to a complete standstill which caused international lockdowns, border closures, travel restrictions which adversely impacting air travel demand (ICAO 2022).  However, Hungary introduced the “smart lockdown” where individuals were given the responsibility to act and think in the best interests of themselves rather (IMF 2022). Such government policy was in line with WizzAir’s strategy of keeping a “yo yo capacity” in line with market conditions (WizzAir 2022 pg 4). This means WizzAir minimised the impact of COVI19 on air travel demand by removing capacity from existing markets reallocate them to new markets. WizzAir can use it ultra-flexible operating ability and increase its exposure into markets where a void has been left by operators in the make of the COVID19 pandemic such as central Eastern Europe which will allow WizzAir to grow its market share. 
Cost of living crisis and high interest rates
Cost of living crisis, hiked inflation and increasing interest rates mean the west is becoming increasing difficult for WizzAir to operate in (ICAO 2022). WizzAir should therefore consider expanding its operations in untapped markets such as middle east and Saudia Arabia were the economic outlook and wealth distribution amongst its citizens is extremely high in comparison to EU and UK counterparts.  
 Social Factors:
Citizens of EU are suffering from high social deprivation, low salaries and poor purchasing power which has lowered flight demand by 35% compared to pre covid levels (Bouwer 2022). Collectively these factors mean that economic outlook for WizzAir are unfavourable, uncertain and volatile. An already “ultra-low-cost business model suggests lowering fare prices is not a financially viable option for WizzAir as any further reduction in fare prices may adversely impact there liquidity, profitability and cashflow given there profit drivers based on capacity utilisation. WizzAir therefore can use it effective business model, operational efficiencies and focus upon geographic expansion into the middle eastern countries such as Qatar, Abu Dhabi, Dubai and Bahrain as these countries have residents with high purchasing power and high salaries therefore are likely to pay more compared to its west European counterparts (Reuters 2022). However, barriers that WizzAir will need to overcome are culture, consumer behaviour and the style of doing business.  
Technological factors:
Technological innovation is at the heart of WizzAir. WizzAir have heavily invested in integrated process management technology in attempt to completely digitalise the business (WizzAir 2022). The aim is improve efficiencies and save time in areas such as operations, commercial, marketing, human resources and finance departments. Such changes will be delivered by the implementation of a software called Promapps (WizzAir 2022). The benefit of this will be staff will be trained quicker, enhance customer experience and improve overall efficiencies. Successful implementation of this technology will increase value to customers, lower costs and enhance delivery allowing WizzAir to transfer benefit to customers in the form of low fares.   
Environmental Factors:
WizzAr have committed in having the lowest carbon footprint in Europe as a result they have heavily invested in latest technology airbus A320neo-family aircraft and disposing old aircraft from there fleet (WizzAir 2022). The new airbus has the lowest carbon density footbprint which is also the most cost efficient in the industry. WizzAir will be able to lower its fuel costs which are extremely high the moment and transfer the costs saving to customers as well as achieve its objectives on environmental sustainability and progress towards net zero community. 
Legal Factors
The UK Civil Aviation Authority and The European Civil Aviation Department have raised concerns regarding the high level of complaints and delays regarding customer services and paying passengers what they owe (CAA 2022). Competitor airlines have 50% less complaints compared to WizzAir (CAA 2022). This means that a volume of customers are dissatisfied with the service that they are receiving , hence negatively impacting reputation, image, customer retention and market share of WizzAir. 
Based upon the findings from the PESTEL and ratio analysis SWOT analysis and QSPM Matrix will be used to formulate and select a strategy for WizzAir. 

	Strengths 
· Ultra- low-cost business model.
· Strong Liquidity 
· Technological innovation
· Cost Efficient Aircraft Fleet
	Weaknesses
· Profitability (post covid)
· Low market share compared to rivals (RyanAir and EasyJet)
· poor customer service 
· High attrition rate in workforce

	Opportunities
· Low Corporation Tax
· Government backed growth loan guarantees.
· Central Easter Europe market
· Middle East markets 
	Threats
· EU Tax reform
· High inflation 
· 35% reduction in EU flight travel.



Analysis
Wizz has many strengths such as ultra-low-cost business model, strong financial liquidity, technological innovation and having cost efficient aircraft fleet at its disposal. Strong liquidity suggest WizzAir strong cash generation position and holds enough value in its current assets to pay its short-term obligations suggesting low debt to equity ratio although this was lumpy during the Covid19 pandemic. WizzAir’s ultra-low-cost model has allowed them to generate liquidity to invest into technological innovations such as “Promapp” software and new fleet (Boeing A320neo family efficient). It can therefore be confirmed that WizzAir are aiming to drive overall business productivity and efficiencies in all six functions to overcome bottlenecks, bureaucracy and further drive down costs and develop a competitive edge.  However, the latter may not be sustainable in the long term as competitors such as Ryanair and EasyJet may purchase similar fleet. To alleviate this WizzAir should negotiate “sales of contract” which would mean that certain fleet can only be sold to them and not competitors. 
WizzAir’s profitiability declined incrementally during the Covid19 pandemic and it was also lower than its rivals (RyanAir and EasyJet) before the pandemic. This suggests that WizzAir has a combination of excessive operating costs and inadequate revenue. However, future outlook looks positive given their thorough investment in technological innovations which will bring operating efficiencies across the organisation reducing operating costs. However, this is subject to successful implementation of the software which needs to be rolled out carefully through thorough due diligence. 
WizzAir’s low market share across UK and EU suggest it can be due to poor customer services which has turned away loyal customers. WizzAir need to improve its customer services through training and developing staff in its core areas as well as have strong recruitment and interview processes that will attract the best talent. However, this is only feasible if renumeration packages are aligned correctly. 
High inflation and EU tax harmonisation coupled with declining demand of EU air travel means that WizzAir are operating in unfavourable economic conditions.  WizzAir therefore need to alleviate these threats by transferring low corporation tax savings customers in the form of low fares and provide inclusive travel fares and lower supplementary services.   
The adverse economic conditions in Europe and UK means thar WizzAir can look at expanding its services across the middle East markets and eastern Europe. They can rely upon its existing strengths such as strong liquidity, technological innovation and ultra-low-cost business model to enter new markets. However, WizzAir will need to understand consumer behaviour, culture and customer needs to be successful. 





	SO Strategies 
	WO Strategies
	ST Strategies
	WT Strategies

	1. Use ultra-low-cost business model and liquidity to expand into middle east markets.
2. Use its strong liquidity cost efficient Aircraft fleet to expand into Central eastern Europe.
	1. Increase market share using high profits after tax (low corporation tax) and lower fare prices.
	Use technological innovation to generate demand for travel. 
	Increase profitability by expanding into countries with high income distribution. 




















Quantitative Strategic Planning Matrix – WizzAir


[image: ]

Analysis
Based upon the average weighted score the most suitable strategy for WizzAir to implement is to expand its market share into existing market. The main Internal factors that support this strategy include Ultra low-cost business model, low profitability and market share compared to rival. The external factors that support this strategy include high inflation, low corporation tax and EU tax reforms which collectively will support this strategy growth. 
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Appendices 1 – Consolidated Ratios Analysis for all 3 Airlines

	Profitability
	
	
	
	

	Gross Profit Margin
	
	
	
	

	  
	FY 2018
	FY2019
	FY2020
	FY2021

	Ryanair
	60.20%
	54.60%
	54.00%
	49.20%

	EasyJet
	51.96%
	77.70%
	44.80%
	43.96%

	WizzAir
	60.00%
	54.00%
	22.00%
	30.00%

	Industry Average
	22.23%
	22.23%
	22.23%
	22.23%

	
	
	
	
	

	Net Profit Margin
	FY 2018
	FY2019
	FY2020
	FY2021

	Ryanair
	20.20%
	11.50%
	7.60%
	-67.77%

	EasyJet
	6.00%
	5.40%
	-35.80%
	-71.00%

	WizzAir
	1.00%
	2.00%
	-20.00%
	-38.00%

	Industry Average
	5.00%
	5.00%
	5.00%
	5.00%

	
	
	
	
	

	Liquidity
	
	
	
	

	Current Ratio
	FY 2018
	FY2019
	FY2020
	FY2021

	Ryanair 
	1.22
	0.92
	0.81
	0.98

	EasyJet
	0.97
	0.79
	0.47
	1.55

	WizzAir
	1.50
	1.30
	1.20
	0.60

	
	
	
	
	

	Leverage Ratio
	
	
	
	

	Equity to Debt Ratio
	FY 2018
	FY2019
	FY2020
	FY2021

	Ryanair 
	0.88
	0.69
	0.8
	1.12

	EasyJet
	0.3
	0.44
	1.43
	1.27

	WizzAir
	1
	0.9
	1.5
	2.1

	Industry average
	1
	1
	1
	1

	
	
	
	
	

	Efficiency Ratio
	
	
	
	

	Debtor Days
	FY 2018
	FY2019
	FY2020
	FY2021

	RyanAir
	124
	129
	150
	161

	EasyJet
	101
	132
	175
	181

	WizzAir
	87
	129
	180
	190

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


Appendicies 2 – EasyJet Ratio Analysis

	
	EasyJet
	EasyJet
	EasyJet
	EasyJet
	
	
	

	Year -
	FY 2018
	FY2019
	FY2020
	FY2021
	
	Average 2018-21
	Industry Average

	Profitability Ratios
	
	
	
	
	
	
	

	Gross Profit Margin
	51.96%
	77.70%
	44.80%
	43.96%
	
	54.61%
	22.23%

	Net Profit Margin
	6.00%
	5.40%
	-35.80%
	-71.00%
	
	-23.85%
	5.00%

	Liquidity Ratio
	
	
	
	
	
	
	

	Current Ratio
	0.97
	0.79
	0.47
	1.55
	
	0.945
	1.5

	Leverage Ratio
	
	
	
	
	
	
	

	Debt to Equity Ratio
	0.3
	0.44
	1.43
	1.27
	
	0.86
	0.8

	Efficiency Ratio
	
	
	
	
	
	
	

	Debtor Days
	101
	132
	175
	181
	
	147.25
	100

	
	
	
	
	
	
	
	






















Appendices 3 – Ryanair Ratio Analysis
	
	RyanAir
	RyanAir
	RyanAir
	RyanAir
	
	
	

	
	FY 2018
	FY2019
	FY2020
	FY2021
	
	Average 2018-21
	Industry Average

	Profitability
	
	
	
	
	
	
	

	Gross Profit Margin
	60.20%
	54.60%
	54.00%
	49.20%
	
	54.50%
	23.20%

	Net Profit Margin
	20.20%
	11.50%
	7.60%
	-67.77%
	
	-7.12%
	5.00%

	Liquidity Ratio
	
	
	
	
	
	
	

	Current Ratio
	1.22
	0.92
	0.81
	0.98
	
	0.9825
	1.5

	Leverage Ratio
	
	
	
	
	
	
	

	Debt to Equity Ratio
	0.88
	0.69
	0.8
	1.12
	
	0.8725
	1.6

	Efficiency Ratio
	
	
	
	
	
	
	

	Debtor Days
	124
	129
	150
	161
	
	141
	100
























Appendices 3 – WizzAir Ratio Analysis
	
	WizzAir
	WizzAir
	WizzAir
	WizzAir
	
	
	

	Year -
	FY 2018
	FY2019
	FY2020
	FY2021
	
	Average 2018-21
	Industry Average

	Profitability Ratios
	
	
	
	
	
	
	

	Gross Profit Margin
	60.00%
	54.00%
	22.00%
	30.00%
	
	41.50%
	22.23%

	Net Profit Margin
	1.00%
	2.00%
	-20.00%
	-38.00%
	
	-13.75%
	5.00%

	Liquidity Ratio
	
	
	
	
	
	
	

	Current Ratio
	1.50
	1.30
	1.20
	0.60
	
	1.15
	1.5

	Leverage Ratio
	
	
	
	
	
	
	

	Debt to Equity Ratio
	1
	0.9
	1.5
	2.1
	
	1.375
	1

	Efficiency Ratio
	
	
	
	
	
	
	

	Debtor Days
	87
	129
	180
	190
	
	146.5
	100
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