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INTRODUCTION
Analysis of the business environment is essential for organizations to ensure that they have a holistic market image that reflects their performance appropriately. The following report is related to the external environment analysis of British Airways that would provide the company with an assessment of the aviation sector and its performance in the United Kingdom, as well as internationally.
PESTLE ANALYSIS
This framework is inclusive of several key pointers within the external environment that can influence the decisions and functionality of an organization (Perera, 2017). Hence, below is a detailed assessment of the external environment of British Airways.
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Illustration 1: PESTLE Analysis
Political Factors

One of the key political aspects that impacted the organization majorly has been Brexit. The most evident one has been the regulatory changes as after leaving the European Union, the UK is not bound to the union’s aviation rules. Therefore, this needed the country to make its policies and regulations. Another related challenge for British Airways is that now the firm would require to acquire separate licenses for the countries it would be operating in, alongside complying with the immigration and regulatory processes (Varley, 2023). Hence, this presents major challenges for the organization in terms of operating freedom.
Economical Factors

British Airways has currently been facing major economic uncertainty and turbulence due to the events of Brexit, the Covid-19 pandemic, and the cost of living crisis. For example, due to the economic slowdown at the time of the epidemic, the firm had to lay off various workers and reduce salaries to make ends meet. Furthermore, due to the cost of living crisis in the UK and the rise in petrol prices, the firm is willing to raise its ticket prices (McGuinness, 2022). Even the short-haul routes have been seeing a surge in ticket pricing.
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Illustration 2: Fares on short-haul routes from UK airports, Avg. Pricing as of August 2022 vs. 2019
 (Source: Farhat, 2022) 
Hence, the overall economic situation is pretty challenging for British Airways lately as due to the economic slowdown, customers demand more affordable flights.
Social Factors

Because of health concerns regarding flying, customers have recently shifted towards flying private. It is because this has been an effective medium that led to the extraction of entire families stranded overseas during Covid-19 lockdowns (Reisch, 2023). Another imperative shift in preference of customers towards choosing airlines and other brands that is sustainable.
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Illustration 3: Leading reasons why consumers prefer sustainable brands in the United States and United Kingdom (UK) in 2022
(Source: Statista, 2023)
According to this display, customers in the UK prefer sustainable brands as they enhance the sustainability of the environment and climate. Hence, this represents a major opportunity for British Airways to invest more in the private jet segment, as well as make its flights sustainable.
Technological Factors

With the rise of major technologies like Artificial Intelligence and AR /VR, the magnitude of possibilities for the aviation industry has heightened. The aviation industry has been introducing these technologies as a means to improve the overall experience of customers. For example, VR headsets are not used for in-flight entertainment, as well as for safety education and onboard services (Liu, 2021). Moreover, these headsets are provided to customers who cannot travel long distances due to physical disabilities or mental illnesses. This is an opportunity for British Airways to make good use of these technologies and expand its global reach. 
Legal Factors

The overall legalities related to labor management systems, immigration systems, as well as tax systems have substantially been altered in the UK which has negatively impacted British Airways (Powell, 2022). The current scenario of recurring strikes by workers has been causing major challenges to the airlines to fulfill their demands.
Environmental Factors

With issues like climate change on the rise, governments globally have now indulged in developing laws and policies that are now requiring companies to act upon sustainability in their operations. It is an existing opportunity for British Airways as the firm has always been inclined towards contributing to environmental safety.
Advantages and Limitations of PESTLE Analysis

Advantages:
· This type of analysis provides comprehensive knowledge and a fact-based understanding of the influencing factors in the external environment.
· British Airways could appropriately gain a better understanding of external opportunities and threats in the niche and potential markets through this method.

Limitations:

· The emphasis of this model is only on the external factors and completely ignores the internal resources and capabilities of an organization (AKMAN, 2020).
· Assessing the overall business environment is a very time-consuming process.
PORTER’S FIVE FORCES ANALYSIS

This theoretical framework reflects the attractiveness of an industry with respect to an organization (Dälken, 2014). It is used as a strategic tool to map the effectiveness of the company and its operations against the forces of the sector. For British Airways, below is its Five Forces analysis.
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Illustration 4: Porter's Five Forces Analysis
Bargaining Power of Customers

The overall bargaining power of customers is high for British Airways. It is because, after the Covid-19 pandemic, other companies have started coming up with various strategies related to prices, offers, and other amenities (Buyruk and Güner, 2022). The switching cost is hence low and therefore, it is easy for the customer to prefer other airlines. 
Bargaining Power of Suppliers

The supplier bargaining power for suppliers for British Airways is moderate. The reason behind this is that the company has a large supplier network globally and holds strong goodwill. This enables them to negotiate better with the suppliers (Mukherjee, Mukherjee, and Buhalis, 2022). However, because of Covid-19, the supply chain disruptions have led to a rise in prices for authentic raw materials as the demand is high. 
The threat of New Entrants

This threat is quite low for British Airways. Considering the amount of investment and networking it takes to launch a similar business is quite tough lately. Hence, no new company can tarnish the loyalties of other organizations already in business.
Threat of Substitutes

This threat to the organization is quite high. This is because there are various modes of travel such as road, rail, and sea transport. Moreover, due to the pandemic, the culture of remote work and virtual connectivity has reduced the frequency of demand for air travel (Vickerman, 2021).
Competitive Rivalry

Various companies in the UK are already in strong competition such as Emirates, Qatar Airways, Lufthansa, and British Airways. Hence, the competition is very intense within these organizations.
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Illustration 5: Most popular airlines in the United Kingdom (UK) Q4 2021
(Source: Statista, 2023)

While British Airways still holds the top spot for being the most popular, it is closely followed by Virgin Atlantic and TUI Airways, reflecting the magnitude of the industrial competition. This threat is therefore high for the enterprise.
SWOT ANALYSIS

This framework explains the strengths and weaknesses, alongside opportunities and threats for an organization. It is an integral competitive tool to determine the effectiveness of the overall firm’s functionality. Following is the SWOT analysis of British Airways:
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Illustration 6: SWOT Analysis of British Airways

(Source: Author of the Report)

	Strengths
	Weaknesses

	· Strong Operational and Investment Efficiency.
· Global Network and Brand Recognition (Gupta Et al., 2019).
	· Very high operating cost.
· Ineffective employee management (Seifert, 2021)

	Opportunities
	Threats

	· Rise in technologies like AI and VR
· Possibilities of business expansion through providing diverse services.
	· Industrial Competition from Firms like Virgin Atlantic and TUI Airways among others.
· Geopolitical Risks due to uncertainties post Brexit and Covid-19 (Tomas and Amsler, 2021).


STP APPROACH
The Segmentation, Targeting, and Positioning Approach is a marketing tool enabling organizations to market its product and services most effectively to their target audience. For British Airways, the following is the STP analysis of the firm:
Segmentation and Targeting:
· Geographic:

In this market segmentation, the airline targets most customers from Europe, North America, as well as Africa, the Middle East, and South Asian regions (British Airways, 2023). 
· Psychographic:
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Illustration 7: Lifestyle Preferences of British Airways' Target Group
(Source: British Airways, 2023)

As per this, the organization majorly targets customers that wish to seek adventure, as well as who are serious about making a career overseas.

· Demographic:

In terms of demographics, British Airways targets people of all genders. However, they seek individuals whose average income is more than €63,000. Moreover, the average age of the firm’s target customers is around 45-50 years (British Airways, 2023).
Positioning:

In the context of positioning, the company positions itself as a premium airline that gives its customers a classic service. Moreover, the firm emphasizes innovation and customer satisfaction to ensure long-term engagement with them. It uses both traditional and digital media but focuses on creating compelling content that induces positive perceptions in its customers for the firm. For this purpose, it has its executive club that caters to the premium requirements of its customers.
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(Source: British Airways, 2023)
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Illustration 8: BA Campaign "To Fly. To Serve. Today, Tomorrow" logo
(Source: British Airways, 2023)

MARKETING MIX
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Illustration 9: Marketing Mix Elements
Product Strategy

The product strategy used by British Airways is product differentiation. This requires companies to create unique offerings and provide them to their buyers. The firm provides the same by offering different ranges of classes, such as first class, business, premium economy, economy, etc. To differentiate itself, it provides services like hotel bookings, car rentals, travel insurance, and its loyalty program (Flenskov, 2017).
Pricing Strategy

The organization utilizes a premium pricing strategy. This is because it provides high-end services, along with various benefits to the customers in association with a holistic flying experience.
Place Strategy

The firm physically provides the majority of its services with its effective fleet of over 270 aircraft, mainly Boeing 747s, 777s, as well as 787s. With brand partnerships with international airlines, the firm has a vast global network where it distributes its services.
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Illustration 10: Destination Network of British Airways

(Source: British Airways, 2023)

Promotional Strategy

As mentioned above, the firm uses an integrated marketing communications model and utilizes both traditional and digital forms of media. For the latter, the firm uses television, prints, and billboards, whereas it uses social media portals to enhance its online network as well. As for its content, the organization focuses on creating compelling contact which is relatable to its vast and diverse audiences (Ndasi, Bolat, and Roushan, 2021).
People Strategy
British Airways employees more than 42,000 individuals. The airline asserts that it values diversity in all its forms and welcomes passengers from a wide range of backgrounds. Fascinatingly, it planned the largest-ever all-female flight in the UK for International Women's Day in March 2018.
Process Strategy
British Airways has various departments, each with their own procedures. For instance, travellers can check in at the airport or online. Their bags can be picked up from home and checked in if they so choose and pay for the service. However, this service (AirPort) is only available in a few places.
Physical Evidence Strategy
The amazing experience is undoubtedly what British Airways strives to provide. To do this, a number of the physical components—including the layout of the cabins, the appearance of the website, the atmosphere of the fight, the logo, and the meals—work together.
RECOMMENDATION

Ansoff’s Matrix
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Illustration 11: Ansoff Matrix
This framework provides a keen insight into the future strategies that an organization must take (Loredana, 2016). Out of all the above-mentioned strategies below are recommended some of the most effective ones for British Airways:
· Product Development:
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Through product development, the company can provide new offerings in its already existing marketplace. As discussed, technology has been developing rapidly and therefore, the organization must also improve its offerings with the help of an update. For instance, the organization can provide VR gadgets for its in-flight entertainment, along with people who couldn’t seem to take a flight with the company. Not only would it add to the firm’s product portfolio and premium service, but it would also help the enterprise in overcoming the challenge of virtual roadblocks to travel and changes in customer preferences.
· Diversification:

Through diversification, the organization can expand itself into different industry like hotel management with merger of existing business tycoon in the field like Marriott or Novotel to provide travellers discount and offers, also different types of affordable flight segments as well. this would be highly beneficial for the firm in expanding itself geographically in Asian and African regions with low economies. Alongside this, it would also help BA in overcoming the challenge of economic slowdown.
CONCLUSION
Thus, the overall report could be concluded by stating that it is important that firms like British Airways ensure scrutiny of their marketing management and develop appropriate strategies to enhance sustainability. The findings of the report clearly articulated the role of models like PESTLE analysis, Porter’s Five Forces Analysis, and SWOT Analysis for a comprehensive external and internal environment analysis of British Airways. Moreover, STP strategies gave insight into the target market and positioning strategies of the company, whereas the marketing mix provided insight into the company’s marketing efforts. Lastly, Ansoff Matrix has guided the company towards adopting strategies that might help it overcome its business environment challenges.
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