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Introduction

This report is a critical analysis of the internal and external side of British Airline business and its performance during the COVID-19 pandemic. The first part will discuss a brief history of the COVID-19 pandemic and a short history about UK’s main airline: British Airways. We will continue with evaluating internally the airline business and place it under the two most known business analyses such as: SWOT and PESTLE. The second part of the report will conduct an external evaluation of the airline by placing it under Porter’s 5 forces analysis and Ansoff Matrix. The report’s aim is to show how British Airways has dealt with the pandemic, what was the outcome and what is the outlook on business recovery. 

1. [bookmark: _Toc112706763][bookmark: _Toc112706911]Brief history of British Airways Airlines 

Successful and liked by all, British Airways Airlines have recently celebrated 100 years of operations withing the civil aviation field. As per the company’s website, the first daily international flight was scheduled between London and Paris with the flight taking off from Hounslow Heath, very near to today’s Heathrow Airport. The flight has carried one single passenger and a small cargo that contained newspapers, jam, grouse, and Devonshire cream. 
British Airways has successfully gained a spot into the competitive airline industry in the UK – it’s one of the largest UK international carriers. Moreover, the airline flies’ passengers to over 200 destinations found in over 75 countries; In UK, the flights are taking off from the two largest airports the country has: Heathrow and Gatwick Airports. (British Airways, 2022)

2. [bookmark: _Toc112706764][bookmark: _Toc112706912]Brief history of COVID-19 pandemic

At the beginning of 2020, the world came to a standstill, the news was describing the outburst of Coronavirus in Wuhan, China. Although the news was showing the war China had to have with the invisible enemy, the rest of the world was not able to understand the magnitude of what was to happen next. World Health Organization has quickly identified the virus as SARS-CoV-2, a serious form of pneumonia affecting elderly population, young population and population that would present other medical conditions such as: cardiovascular disease, hypertension, diabetes, cancers, obesity, etc. 
Covid-19 virus would attack patient’s lungs, people would present the same symptoms as a case of pneumonia and next, they would be driven into respiratory failure and would succumb. 
Since the beginning of the pandemic, the UK lost over 164,168 patients to the terrible illness, and within the whole world a staggering 6.4 million people have died. (World Health Organization, 2022).
Not only the population has been affected by the pandemic but as well, all industries across the globe, one of them being the travel industry such as global tourism, leisure sectors, hospitality.


3. [bookmark: _Toc112706765][bookmark: _Toc112706913]Internal evaluation of British Airways business environment 

· [bookmark: _Toc112706766][bookmark: _Toc112706914]SWOT Analysis

To be able to carry a critical evaluation of British Airways business environment I have chosen to use the SWOT Analysis. Every business conducting such analysis benefits from obtaining an overview of the company’s strengths, weaknesses, opportunities, and threats. This analysis helps an organization in making strategic plans, decisions regarding the organization’s position either internally or externally. 




[bookmark: _Toc112706767][bookmark: _Toc112706915]Strengths of British Airways Airline

British Airways PLC is a well-established and known UK airline, it has a strong market position and well-built brand image that is loved by many UK and international customers. Moreover, the company flies to and from a varied number of destinations, making it a strong competition to other international carriers. From the UK, the airline flies to over 200 destinations and globally, it covers more than 1000 destinations based in 170 different countries. (British Airways, 2022).
Covering such a large and diverse number of destinations, allows the airline to avoid the risks risen from overdependence on one individual market. Moreover, merging with Iberia Airlines in 2011, offered the giant carrier a stronger position withing the global airline industry. Together with Iberia, BA, is able to carry over 50 million passengers to different destinations on the glove. In 2012, the company’s biggest revenue chunk came from Europe flights (60.8%), followed by USA (22.7%) and a small percentage for Africa and Australia (16.5%). 
Furthermore, the airline’s customer service and support are making it attractive to customers; BA is dedicated to ensuring smooth communication between the company and its customers. In addition, British Airways holds a shared business agreement with American Airlines and Iberia for routes from across the Atlantic Ocean; and it’s funding member of the Oneworld Alliance and holds a code-share agreement with other airlines such as Cathay Pacific, Air Berlin, Air Lingus, Flybe, etc. (World Market Intelligence, 2014)

[bookmark: _Toc112706768][bookmark: _Toc112706916]Weaknesses of British Airways Airline

One of the biggest issues the airline has is weak cyber security – the airline is prone to having its IT systems attacked creating a huge number of inconveniences for its passengers and customers. Moreover, the airline was the subject to a cyber-attack back in 2018 which has gone unidentified for over two months. The airline was fined £20 million by the Information Commissioner’s Office due to poor decision in handling passengers personal data such as: names, addresses, payment cards, CVV numbers, passwords, and usernames. Almost half a million customers and staff have been affected by the attack. (ICO, 2020).  	
Furthermore, another weakness reason the airline possess is the aging aircraft fleet – using aircrafts that are 10 years old or more, comes with reoccurring breakages and failures which add up a lot to the company’s expenses. Competitors aircrafts such as Easy-jet and Virgin Atlantic have an average fleet age of 4.9 years and 7 years. (World Market Intelligence, 2014)

[bookmark: _Toc112706769][bookmark: _Toc112706917]Opportunities for British Airways Airline

Prior to the COVID-19 pandemic, BA has seen a steady revenue growth and currently, 2 years past the ordeal, the air freight market is expected to reach US$172.1 billion by the end of 2022. The outlook on the air freight market is favourable meaning that British Airways is prone to see sales and profits going up. Moreover, this represents an opportunity for BA to strengthen its business and thus obtain competitive advantage over its peers. (BA, 2022)

[bookmark: _Toc112706770][bookmark: _Toc112706918]Threats for British Airways Airline 

Currently, the aviation industry is very competitive, airlines are giving customers flight discounts, cheap fares, a wide variety of routes served, modern aircrafts, safety, etc. Intense competition could see BA having to deal with a loss of possible customers; moreover, changes done to fare prices are affecting airlines profits very quick. BA has strong competition from the low-cost carriers such as EasyJet, Ryanair, and the long hauls carriers such as Cathay Pacific Airways, Deutsche Lufthansa, etc. (BA, 2022)




· [bookmark: _Toc112706771][bookmark: _Toc112706919]PESTLE Analysis 

Pestle Analysis is an aiding tool for any businesses to help assessing any risks that could impact the creation and stability of a business in relation with external and internal factors. 

[bookmark: _Toc112706772][bookmark: _Toc112706920]Political 

Currently BA may find itself affected by the recent UK departure from the EU bloc – like many other businesses, BA finds itself affected; new immigration laws have come into place changing the usual routines the operational processes had. Furthermore, the current UK political instability and the Ukraine-Russian war, is adding extra stress to the airline’s due to rising inflation and geopolitical tensions. (Blogs Brighton, 2021)
The airline was greatly impacted by the COVID-19 outbreak, the government had its plans to extend Heathrow airport but at the same time the airline was searching for emergency funds and bailouts. (Babajide, 2022).

[bookmark: _Toc112706773][bookmark: _Toc112706921]Economic

COVID-19 pandemic has fuelled the world into recession, UK has been terribly affected by this matter and momentarily, together with the Ukraine war, the inflation has gone up, raising the prices for fuel, food, and living cost. BA like many other airlines, has find itself bound to increase the flights costs which may have driven customers towards other low-cost carriers. (Blogs Brighton, 2021)
Surprisingly, during the pandemic, the airline kept strong and although carriers around Europe have decided to file for bankruptcy, BA has only chosen to withdraw from some markets. But the airline has had a slow economic recovery; it was highly influenced by the low demand of business trips or work purposes. This matter might have to be taken into consideration by BA and readdress its business model and maybe push towards fostering the leisure travel demand. 

[bookmark: _Toc112706774][bookmark: _Toc112706922]Socio-Cultural

British Airways was always a more expensive carrier, recently the airline decided to downsize on the leg room and add extra sets in order to enable them to sell more affordable tickets. In today’s climate, customers subjects are set to change, and the change is happening at a speed rate – passenger find them themselves not paying for a service that before they found as necessary and choose to pay for another service that, looking back, was not important at all nor necessary. (Momin, 2022).

[bookmark: _Toc112706775][bookmark: _Toc112706923]Technological factors

These factors account for the improvements businesses do with regards to their technological developments. BA uses advanced technology to collect after flights satisfaction data from passengers, with the information collected BA can tailor its services to meet customer needs. (Momin, 2022).
Furthermore, on their website, BA has announced its intention to trial robots that could guide customers inside the airport, this way the customer services desks can focus on my complex queries, whilst the robots would help customers with finding their way around the busy Heathrow Terminal 5 airport. (British Airways Website, 2019)

[bookmark: _Toc112706776][bookmark: _Toc112706924]Legal

COVID-19 pandemic has brought a lot of extra work on the hands of the Bott and Co airlines lawyers; due to airlines within the UK not being allowed to fly due to lockdown rules, over £73 millions have been claimed by the UK populations from the British airlines. As per the UK Civil Aviation Authority, the UK airlines are bounded by law to respect the consumer law, which is inclusive of legislation related to price transparency, rights passengers have during disrupted flights, access to air travel for passengers with impaired mobility, etc. A statistic has shown that during the first quarter of 2021, British Airways has received 352 complaints regarding the disrupted flights caused by the pandemic. (Babajide, 2022).

[bookmark: _Toc112706777][bookmark: _Toc112706925]Environmental impact

The COVID-19 pandemic has made people adopt the principle of “Greta effect” through which people are choosing carefully if they should fly or not in an attempt to shorten their responsibility for pollution. During the pandemic, the air travels took a sharp drop; travellers are looking for more sustainable airlines and have become more concerned with how their travelling habits are impacting the environment, level of pollution, noise pollution and mass tourism in small towns or villages. (Ahmad et. all, 2022). 


4. [bookmark: _Toc112706778][bookmark: _Toc112706926]External evaluation of British Airways business environment 

· [bookmark: _Toc112706779][bookmark: _Toc112706927]Porter’s five forces analysis

Harvard Business School is describing as a tool to understand the level of competitiveness of the forces surrounding a business in the industry in which it activates. Initially adopted in 1979 by Michael Porter and written in Harvard Business Review article, it has driven a revolution within the strategy field and continues nowadays to give shape to business practices and to academic thinking. This analysis aid companies in assessing their attractiveness to customers, the consumers trends and industry in which a business should compete. (Harvard Business School, 2022). 

[bookmark: _Toc112706780][bookmark: _Toc112706928]Threat of substitute services

This particular kind of a threat is relatively low, and it will not have grave impact on the airlines; air travels can be temporarily substituted but this type of transportation is one of the most efficient, fast, and comfortable means for travelling. 
Nevertheless, we should not be taking in count other substitutes for flights such as online applications for team meetings that could connect people from all over the world and reduce the number of travellers with business purposes. (Dudovskiy, 2016). 
Microsoft Teams as being used around the world by 20 million users back in 2019, further down the life to the beginning the pandemic, Teams saw its usage levels going up to 700%, having a staggering 115 million users and generating $6.8 billion in revenue in 2020. (Voipswami, 2021)
Furthermore, BA has acknowledged in a financial report in 2021 that there will be a possibility of dealing with a shortage of manpower due to manpower shortages across the country and was aware of the impact that this would have on responding to customer demands for flights. (British Airways, 2021).

[bookmark: _Toc112706781][bookmark: _Toc112706929]Threat of new entrants into the airline industry

With its well established and renowned reputation, British Airways should not feel threaten by any new airlines joining the market. Although, the pandemic has added extra pressure on airlines to reduce prices, British Airways might find itself competing with the low-cost carriers which currently are more attractive to passengers. Moreover, airports such as Heathrow are already saturated with carriers, which makes it difficult for new airlines to secure a free slot on the runway. This situation applies as well to JFK in New York City, USA. Furthermore, any new airline would encounter challenging regulatory rules within this competitive industry. (Dudovskiy, 2016).





[bookmark: _Toc112706782][bookmark: _Toc112706930]Bargaining power of buyers

Competition within airlines is relatively high but there are not so many carriers for the transatlantic routes which gives BA the opportunity of laying comfortable. Even though this is happening, customers choices are highly related to prices, they are well informed about their rights and about the company’s reputation. Moreover, customers will conduct long searches for the best flight tickets, will contact travel agents, will check several websites in their search for a possible bargain. (Adamkasi, 2017).

[bookmark: _Toc112706783][bookmark: _Toc112706931]Bargaining power of suppliers

British Airways has 3rd parties supplying the aircrafts, fuel and as well the laborers. Aircrafts suppliers are low, which means that the demand and the prices are sitting high; in this case the power sits with the suppliers rather than the buyer, BA cannot accomplish the difficult task of investing high amounts of money all at once into equipment and aircrafts. This situation puts the airline under the need of developing strong relationships with the suppliers that would benefit both sides. We can conclude that the bargaining power of suppliers for British Airways is high. (Adamkasi, 2017).
However, during the pandemic the airline found itself in need of borrowing government money to help keeping the business afloat; the UK government lend BA £8.1 billion but even with all these money, the company had to cut 12,000 jobs. (Olaganathan, 2021). 


[bookmark: _Toc112706784][bookmark: _Toc112706932]Rivalry amongst industry competitors

The much-loved UK airline is surrounded by competitors from all sides, not only nationally but internationally too. The competition is reflected into the existing prices, level of convenience for customers and the variety of services provided; this brings pressure on BA to nurture and improve the quality of their services, including the customer services and the customer journey all throughout. (Adamkasi, 2017).


· [bookmark: _Toc112706785][bookmark: _Toc112706933]Ansoff Matrix

“The Ansoff Matrix is a two-by-two depiction of the options open to organisations if they wish to improve revenue or profitability. The matrix was first described by Igor Ansoff in ‘Strategies for Diversification’ in September-October 1957. It is useful because it provides a simple framework which encapsulates all the strategic directions an organisation can adopt in one analytical tool.” (Meldrum et. all, 1995, p.121)

[bookmark: _Toc112706786][bookmark: _Toc112706934]Market development

UK carrier British Airways, has been focusing on developing strategies related to its customers, introducing loyalty programmes, diversification and developing new travelling routes. Customer segmentation is dominating the developing strategies the airline develops, followed by the developing the cargo side of the business the number of routes covered. Currently BA serves over 170 destinations from more than 70 countries; moreover, the company has also purchased several aircrafts from Airbus which contain advance technology made to bring comfort and efficiency to the customers. 
The broad use of technology by the BA customers either for booking flights, cancelling flights, contacting customer services, has brought the company a good reputation and the power to maintain is popularity amongst consumers. (IvyPanda, 2021). 




[bookmark: _Toc112706787][bookmark: _Toc112706935]Market penetration

British Airways has successfully penetrated the UK aviation market by constantly developing strategies that had as purpose to enlarge its brand portfolio – this was possible through strengthening its leadership. Back in 2019, British Airways has penetrated the North Atlantic market by 10% by introducing new routes that would connect UK to the North Atlantic. Moreover, the company has developed new routes between Dublin, Philly, Seattle, Barcelona, and Boston. 
Such examples are showing the airline’s intention in expanding its portfolio of transatlantic routes. Furthermore, the airline is attempting to penetrate the South American market, where it has seen a 7% market penetration rate, followed by Europe with 15%. The airline has seen a return in profitability especially with the acquired slots at Italy, France, and Spain airports. (IvyPanda, 2021). 




[bookmark: _Toc112706788][bookmark: _Toc112706936]Product development

During the COVID-19 pandemic, British Airways has successfully developed an app with Danon through which customers flying with the company, were able to check if they hold all the necessary documentation for their flight, such as: proof of vaccination against COVID-19, negative PCR test, etc. The app, called Verifly has been met with relief by the 500,000 passengers that have used it. (Otley, 2021).
British Airways understands the cost that flying has on the planet which is why its attempting to reduce emissions and waste through conducting a new campaign called BA A Better world. Through this campaign, the airline’s intention is to put sustainability first, to recycle responsibly, to reduce food waste. (British Airways, 2022)
Furthermore, during the pandemic, BA has gone out of their way by developing a new service that would reduce costumer-to-costumer interaction, downsize the queues lengths, and make check-in more effective. This is a service called Airportr through which passengers can use to have their luggage sent directly to the airport to be checked in without their presence being needed. (Cirium, 2021)

[bookmark: _Toc112706789][bookmark: _Toc112706937]Diversification

BA collaborated with other airlines in order to develop alliances that would be beneficial to all, one of the being called One World Alliance. (IvyPanda, 2021).



[bookmark: _Toc112706790][bookmark: _Toc112706938]Conclusion

It’s necessary to conclude that the airline crossed on of its hardest periods ever, the carrier was pushed by the pandemic to resume all short haul flights from Gatwick airport where it used to quite a large base, had to cut on 12,000 jobs, borrow over £8.1 billion from the UK government to keep afloat. The total loses the company registered during the pandemic were £7.4 billion; The airline itself is strongly focused on its customers and developing a close relationship with them, understanding needs and shopping habits that would be the creators of tailored products to serve passengers during their travels. (British Airways, 2021)
The Financial Times newspaper wrote a recent article stating that the first time after the pandemic, the airline has recorded an operating profit of £250 million in the second quarter compared to last year when in the same quarter recorded £826 million but as losses. Even though the news are great for BA’s, the profits could have been more that what was recorder but due to limited manpower, at the Heathrow airport where it holds its base, more than 30,000 flights had to be cancelled due to staff shortage and airport congestion. (Alabi, 2022)

British has a long way to go to reach full recovery and be constant in achieving operational revenue, although just left behind the COVID-19 challenges, the company’s progress will be influenced by the challenges Brexit brought, the Ukraine – Russian war, the high inflation, the fuel prices, UK’s political instability and reduced manpower. 
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