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[bookmark: _Toc102216159]Executive summary 

The economic aspect of management aids the organization in determining expenses, benefits, requests, capital, results, and costs, among other things. Because a business supervisor must function in an uncertain environment, it is necessary to forecast the future workspace based on the previously provided figures. British Airways is the world's largest global airline, as well as a provider of international and domestic freight and contract management services. It is one of only two global carriers to provide four cabins on long-haul flights, and it maintains an economy and business class administration on its mainline short-haul administration. Demand is an economic theory that refers to a customer's desire to buy goods and services. Costs decline because of an oversupply of labour and products, resulting in increased demand. When the market crosses, the price and quantity are in equilibrium. When the amount sought approaches the amount supplied, equilibrium is reached. A Complement service is a supportive administration that comes with a product. Food and refreshments, as well as amenities like pillows and blankets, are provided by British Airways. Customers' income affects demand because their income is increasing. The British Airways Executive Club is an industry-leading loyalty program that awards members points for each journey that may be used to purchase tickets, seat selection, car rentals, hotel accommodations, and outings. On flights departing from London, BA has the best track record of all the UK's large short-pull transporters.  Every year, British Airways serves 95 million passengers through its operations and those of its union partners. There are 441 airports in 86 countries, with over 1,000 planes. The demand for British Airways' domestic flights is declining, while the demand for overseas flights is unaffected. The higher the degree of income spent on a thing, the more flexible the demand for it becomes. When the price of an item or service rises but the buyer's pay remains unchanged, this is known as the replacement effect. Because there are few replacements for essentials, demand for them is frequently inelastic. The income effect on British Airways is that business class flight tickets, as well as foreign flight tickets, are inelastic. Elasticity is a proportion of proportionate change; its properties shift together with all request capacity, including straight interest bends.
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[bookmark: _Toc102216160]Introduction

In managerial economics, some aspects are aimed at expanding the benefit and results of an organization. Economy management tries to optimize hierarchy by using everything available to amplify production while reducing inefficient activities. As well as many other things, management of economic aspects is important for organizations as it helps them determine costs, benefits, requests, capital, outcomes, and costs. Business supervisors work in uncertain environments (Alkhudary, Brusset, and Fenies, 2020). This report will be focusing on understanding the concepts of managerial economics with the help of the organization British Airways (Aviation Industry). These concepts include demand and market equilibrium, and how the price of the substitute, price of complements, consumer income, consumers’ taste, and preferences, and consumers’ expectations affect the demand for the service of British Airways. Additionally, BA's price elasticity will be discussed along with recommendations on the pricing strategy.
[bookmark: _Toc102216161]British Airways 

British Airways operates as the largest global airline organization. The airport of the company is located in Heathrow, London, and has a worldwide flight network with its affiliates. Airplane Transport and Travel, Ltd., framed in 1916, was British Airways' trailblazer. This organization sent off the worlds previously booked global air administration in 1919. All that the organization does rotates around serving the local area and the climate, and the organization is eager to impart its interesting maintainability drives to clients. Britain connects to the rest of the world through the carrier, who focuses on client service and supportability, as well as excellent customer support. In contrast with its rivals, British Airways is looking great. It is one of the market's most renowned help providers (British Airways, 2022).
The service that the organization provides is the facility of flying from one place to another. British Airways is a transportation organization that offers support things like global flights. Clients straightforwardly partake in the creative interaction, making administration a theoretical item including a deed, execution, or exertion that can't be put away or handled. Accordingly, item arranging is basic to the organization's prosperity.
[image: British Airways | LinkedIn]
Figure 1 (Source: LinkedIn, 2022)
To find success, it should be painstakingly evolved and made due. For British Airways' item system, flight administrations, flight quality, an extensive network, speed, security, support offices, and decades of experience all play an essential role. It offers an essential item as well as an assortment of choices to address the issues of a wide scope of clients. 
British Airways cooperated with various other notable carriers and proactively divided its market. BA is the world's biggest global aircraft, as well as a supplier of worldwide and home-grown cargo and contract administrations. The company has set up a good foundation for itself as a significant member of the aircraft business, with the most grounded working capacities.
Across its long-and short-pull organizations, British Airways offers quite possibly the broadest scope of in-flight lodges in the business. It is one of just two overall carriers to offer four lodges on long stretch flights, and it keeps on offering an economy and business class lodge on its mainline short-pull administration. It implies that the carrier can give excellent assistance and sensible valuing to all shoppers. Customers' general fulfilment with how objections were taken care of expanded from 50 to 65 percent. Over the most recent two years, fulfilment with workers' incredible skills has almost multiplied by 60 percent (Efthymiou, et al., 2018).
[bookmark: _Toc102216162]Demand and Market Equilibrium 

Equilibrium is the state wherein market interests are adjusted, bringing about consistent costs. As a general rule, an oversupply of labour and products drives costs to fall, bringing about the expanded request, while a deficiency or undersupply makes costs rise, bringing about lower interest. Crossing the market results in the balance between price and amount. Equilibrium occurs when the amount requested approaches that given. If the cost is below the level of balance, then the amount needed will exceed the amount given (Eicke, Ruhnau, and Hirth, 2020). 
[image: Demand and supply in market equilibrium | Download Scientific Diagram]
Figure 2 (Source: Researchgate, 2022)
Demand is an economical hypothesis that alludes to a shopper's longing to purchase items and administrations as well as their availability to take care of them. Assuming any remaining circumstances stay steady, an ascent in the cost of a decent or administration will decrease interest, as well as the other way around (Acay, Bas, and Abdeljawad, 2020).
[bookmark: _Toc102216163]Price of substitute 
Trains, public vehicles, and transports are the absolute most normal options in contrast to British Airways' items and administrations. These, then again, would just be used in circumstances where individuals need to travel little distances. Therefore, they will just affect the organization's short-pull flying administrations. Many companies offer flight services in the market internationally and domestically. But BA has its brand name recognition, thus, customers prefer to fly with BA internationally. 
[image: British Airways Porter's Five Forces Analysis - Research-Methodology]
Figure 3 (Source: Researchmethodology, 2022)
Domestically, customers switch to cheaper services as they think traveling within the country must not be expensive. The critical necessity of clients is lower admissions, which a major number of carriers give. Also, for those clients, the brand name is less fundamental than the client needs since it sets aside that cash, which is more for them (Kuljanin, et al., 2021).
[bookmark: _Toc102216164]Price of complements

A Complement service is a help administration that is bundled with an item. They are administrations that are given notwithstanding an organization's centre help and help clients in utilizing it. Integral administrations are labour and products that majorly affect the utility a client gets from a buy. The complements that British Airways offers are food and beverages, and comforts such as pillows and blankets. The organization offers the best quality of food that is preferred by people, it also serves healthy food to those who demand it. This strategy of the company attracts the customers towards the services and products of the company because customers feel belonged when they are offered everything while flying. the demand for the complement services is increasing and consequently, it increases the demand of the consumers preferring to fly with BA (Efthymiou, et al., 2018). 
[bookmark: _Toc102216165]Consumer income 

An adjustment of the amount requested because of a cost change that influences customers' pay. The demand for British Airways is constantly increasing internationally as the company offers high-quality services to the people along with the comfort and food, people prefer to spend more traveling long-hauls. The increase in demand has an effect due to customers’ income as the income of consumers is increasing, but the consumers who have faced challenges due to the global pandemic, prefer cheaper sources of traveling such as trains or public transport (Komarek, et al., 2021). 
[bookmark: _Toc102216166]Consumer taste and preferences 

Customers who search out an outstanding flying encounter and can bear the cost of it are on one side of the range, while clients who are cost cognizant are on the other. Both such clients need esteem as more prominent legroom, expanded stuff recompense, or need administrations, as well as cheaper and more reasonable carrier tickets. Crossover and hybrid carriers presently give the smartest possible solution to the two kinds of voyagers by giving customized costs to a vital outing. Aircrafts' presentation of a few toll types permits them to take special care of a wide scope of travelers, permitting them to choose the admission that best matches their requirements, whether it's a nitty-gritty passage or an across the board charge. The carrier business is broadly directed all over the planet, and it is powerless against changes in client conduct and shopper discernments (McLachlan, James, and Hampson, 2018). The company is trying to match the customers’ preferences which are causing an increase in demand: 
The British Airways Executive Club is an industry-driving faithfulness program that grants individuals on each journey, which might be utilized to buy flights, updates, seat choice, vehicle rentals, inn facilities, and outings. In addition to accessing a worldwide network of premium salons, members of the British Airways Gold and Silver Executive Club also have a quick boarding process and quick security checks. 
BA has the best dependability record of all of the UK's huge short-pull transporters on flights beginning from London. The aircraft comprehends how fundamental reliability is to clients and is attempting to further develop it significantly really utilizing advanced innovation. The organization has committed millions to work on its food across all lodges as a feature of its obligation to give clients the best quality suppers and titbits. It has opened the UK's originally committed family registration zone at Terminal 5 of its Heathrow centre, guaranteeing that families have a peaceful registration experience (Voss, 2021).
[bookmark: _Toc102216167]Consumer expectation of price 

Consumer behaviour states that the customers want the prices of products and services to be cheaper and affordable. But the customers choose British Airways because the company offers comfort, loyalty, and the best customer service while flying. Customers of British Airways do not demand any change in the prices of services as there are taxes which the organization has to pay and the luxurious customers prefer British Airways over any other company for flying. Whereas, the customers want the prices of domestic flights to decrease because they are expensive and people cannot afford them every time as people do not want to spend more on short hauls.  Therefore, the demand for domestic flights from British Airways is decreasing while; there is no effect on the demand for international flights (Faulkner, 2019). 
[bookmark: _Toc102216168]Demographics 

British Airways esteem variety all around, from orientation and nationality to commitment to help the workers across ages. It perceives and embraces the worth of different perspectives, encounters, and foundations in permitting our organization to flourish, become more unique, and keep on extending. British Airways serves ninety-five million travellers every year through its tasks and those of its union accomplices, with 441 air terminals in 86 nations and more than 1,000 planes.
[image: British Airways plc: passenger numbers 2008-2020 | Statista]
Figure 4 (Source: Statista, 2022)
British Airways' clients are mostly 20 to 50-year-olds. Many of them have been using the airline for many years. Clients on worldwide premium aircraft are for the most part corporate or from the upper centre or upper-pay gatherings. The association routinely screens consumer loyalty levels through studies and examination instruments to diminish the gamble of losing a client and control the cost of procuring another one. The division is the method involved with parting the entire market into various sub-markets in light of specific attributes. English Airways has isolated the market into fragments in light of variables like pay, orientation, age, instruction, etc. English Airways has executed a value intended to speak to a bigger scope of segment classes to rival minimal expense transporters (Moore, and Taylor, 2021). 
[bookmark: _Toc102216169]Price Elasticity 

Price Elasticity of Demand is a mathematical worth that demonstrates how responsive interest is to cost vacillations. The demand for a particular item or administration is impacted by various elements. Customer pay levels, the valuing and nature of the administrations being referred to, especially benefits that are close substitutes, are exceedingly significant variables. A more prominent cost for an item brings about a lesser interest in that item (Jawad, et al., 2018). 
[image: A Simple Refresher on Price Elasticity & How to Calculate It]
Figure 5 (Source: Hubspot, 2022)
The value responsiveness of interest, then again, shifts starting with one great then onto the next and starting with one market then onto the next. Since the accessibility of elective methods for transportation that are sensibly close options for air travel diminishes as the distance voyaged increments, interest in air transportation is projected to be less versatile for longer trips for British Airways (Yadav, et al., 2021).
[bookmark: _Toc102216170]Substitution effect
 
At the point when an item's cost rises, the replacement impact happens, bringing about a drop in deals because of purchasers changing to less expensive other options. The replacement impact happens when the cost of an item or administration rises yet the purchaser's pay stays unaltered. The services of British Airways are easily substituted; therefore, its demand is elastic. Since there are typically a couple of substitutes for fundamentals, interest in necessities is oftentimes inelastic. There are generally plenty of options for these things. Thus, their interest is more adaptable (Morrell, 2020). 
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The demand for a product is more flexible the higher the level of pay spent on it. A cost change for these items will be incredibly seen because they largely affect purchasers' financial plans. At the point when costs rise, buyers will answer by scaling back these items significantly more. Then again, the interest for a decent is less flexible the lower the level of pay spent on it. Elasticity is a proportion of proportionate change; its qualities shift along for all intents and purposes all request capacities, including straight interest bends. Therefore, assessing elasticity values is best for expecting request responses close to noticed cost changes (Ivaldi, and Toru-Delibaşı, 2018). The company likewise recognizes that in business sectors where value separation is practical, finished information won't take into account solid interest gauges in the important market areas. Changes in the valuing and administration nature of different types of transportation can impact air travel interest. The general evaluating and administration characteristics of auto and train would be remembered for any model for short-pull courses markets, especially for short-pull markets like minimal expense aircraft. The versatility will be slanted assuming that the cost and administration characteristics of substitutions are not considered. The income effect on British Airways is that the business class the flight tickets is inelastic and the international tickets as well. Whereas the income effect on domestic flights is elastic (Ventura, et al., 2020). 
[bookmark: _Toc102216172]Recommended pricing policy 

Demand-based pricing policy should be fundamentally implemented at British Airways. Carrier costs are by and large at their most noteworthy during merry seasons or different seasons of overwhelming interest, while during the slow time of year, similar tickets are evaluated at considerably lower rates. Zeroing in on moving business sector requests and carrying out new strategies in light of the requirements and inclinations of clients would assist the organization with creating pay. Clients' pay impacts and reactions ought to be viewed while deciding the item cost, and a sensible cost ought to be picked (Helmold, 2020).


[bookmark: _Toc102216173]Conclusion 

This report has helped in understanding the economic aspects of management with the help of example, British Airways. The economic aspect of management aids the organization in determining expenses, benefits, requests, capital, results, and costs. Demand is an economic theory that refers to a customer's desire to buy goods and services. Customers' income affects demand because their income is increasing. The higher the degree of income spent on a thing, the more flexible the demand for it becomes. 
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