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[bookmark: _Toc27768428]Introduction
This assignment will be focusing on providing broader understating of the factors that are impacting the organisational ability to improve customer value. This assignment will also discuss the quality system and its effectiveness in meeting customer demand. All the understanding will be provided based on the context of Virgin Group that is providing airline services to the consumers. Theoretical models will be brought to get full knowledge. The main consideration in customer service and ensuring quality will be discussed and finally, insights will be provided over the effectiveness of the Virgin group in meeting its customer requirements.


[bookmark: _Toc27768429]Critically analyze the factors that impact the ability to maximize customer value.
Customer Relationship Management
[bookmark: _Hlk27769838]Customer Relationship Management (CRM) is a practice of using customer data for building a sustainable long-term relationship with customers and building co-operation between customers and the company (Buttle and Maklan, 2018). The main objective of CRM is to maximise customer lifetime value and increase customer value (Buttle, 2015). The CRM concept arises from customer-centricity which means keeping customers at the focal point of all the business operations. Today’s CRM is a combination of strategy, tactics and technology that is obligatory for every organisation. Strategic CRM is a means of building a loyal customer base, increase loyalty towards the organisation which ultimately positively influence the organisational profitability (Delers and Cadiat, 2016).      
Customer Value 
Value is the perceived difference between the cost and benefits of a particular product. In other words, value is the difference between what the customer gets and what the customer gives. Customer value is the difference between customer satisfaction he/she received and the cost of availing that product or services (Duchessi, 2012). A customer can benefit in two ways either emotionally or functionally or in both ways.   
Customer lifetime value
Customer lifetime value is the total business value of a customer over the period of the relationship. The popular matric is used to measure the value of a customer and to know which customer should get priority and which customer should be focused more to create loyalty while maintaining the profit margin (ELIOT, 2019). It also measures customer loyalty and is directly linked to the company revenue stream.    
Company Background
[bookmark: _Hlk27768877]Virgin Atlantic Airways Limited are a British airline company founded by Richard Branson in 1984. Currently, the company has 8571 employees, 46 fleets and serving 30 destinations. The airline has 78.6 passenger loading factor and, in the year of 2018, they served 5.4 million travellers. For the frequent flyer, they offer Flying Club Program (Virgin Altantic, 2019). The airline offers three-class cabin namely economy, premium and upper class. They have ten lounges and nine Clubhouses for the upper class and flying club gold tires members. Currently, the company performs the following activities to create customer value.  
1. Customer loyalty: Now the airline industry is highly competitive and it is not an easy task to retain and satisfy customers in the age of increasing expectation. The company patronise their frequent flyers by frequent flyer club (Virgin Altantic, 2019). On occasions, the company send gift cards and flowers to their club members. The card generally contains sweet messages to create customer loyalty. They apply emotional appeal to create intense bonding with customers.      
2. Data Insight: The fundamental purpose of gaining data insight is to make the interaction between the company and the customers. Virgin Atlanta encourages its travellers to interact with staff or other passengers. For this purpose, they make a partnership with Microsoft and provide a free tablet onboard pre-loaded with chat app and some interesting information regarding Virgin Atlanta. Interestingly, they found the interaction level among customers incredible (Makkar and Makkar, 2012). From the customer data, the company always try to introduce new experiences and improve customer experiences.  
3. In-Flight Innovation: The company always try some interesting things to please their customers. Recently the company arranged their first ever gig over the Atlantic Ocean on one of its first flight to delight their customers (Manning et al., 2017). Another example is the company tested google glasses to speed up the services between passengers and flight attendances. The company analysed every step of service escape and try to add some memorable experiences to ease the service delivery process. Side by side the company not only focuses on customers functional need but also try to incorporate some emotional needs to add some extra customer value.
4. Social Customer Services: Although social media is used as a  communication channel now companies are also using it as a tool of building customer value. The Virgin Atlanta is using the Twitter platform to build customer value with their dedicated customer support team. According to Virgin Atlanta, the reason behind the social customer service is customers are now demanding social customer services (McNair-Connolly, 2013). The presence of Virgin Atlanta in the social platform makes the customer interaction easier than ever before and friendly as well. On the other hand, is severed as a competitive advantage for the service provider to create emotional bonding with their customer and an instant tools for delivering customised services as well as a way of instantly connecting with customers.
Customer service and explanation of customer profit chain model in the context of Virgin Atlantic
Customer service is the act of assisting and advising customers to support before, during and after purchasing situation of a particular company. Customer service has a direct impact on profit on a particular company. To delight customers companies, need to train and motivate their employees and treat them fairly (Peelen, 2015). Now companies are treating their employees as their internal customers and support employee’s development works to support their career growth. Virgin Atlanta trains their employees to be knowledgeable and competent to efficiently deliver the services. 
[image: ]
[bookmark: _Toc27857965]Figure 1: Service Profit Chain (Plaster and Alderman, 2016).
By developing internal service quality by training and development work Virgin Atlanta increase employee satisfaction and increase employee productivity. Thus, resulting in increased customer value that results in customer satisfaction and customer retention that ultimately result in revenue growth and profitability (Peelen, 2019). For example, Virgin Atlanta gives its customer both financial and non-financial reward to retain them and stay motivated.     
Measuring Customer Value
The simplest equation for measuring customer value is perceived value = perceived benefits/cost. Before taking service from Virgin Atlanta customer thinks about customer value for getting the services. For example, a customer wants to travel from London to Berlin. The customer first thinks about what are the benefits he will receive. A customer can enjoy the functional and emotional benefit. Functional benefits are convenient to travel, spacious leg space. Emotional benefits are safety, fun and happiness for travelling Virgin Atlanta (Plaster and Alderman, 2016). On the other hand, the customer will also look for several costs to obtain the services. Like the monetary cost of travelling from London to Berlin. The time cost of travelling London to Berlin, the psychological cost of searching for tickets and chances of not getting the destination ticket so on.
[bookmark: _Toc27857966]Figure 2: Customer Value Model
[image: ]
Then the customer compares the benefits and cost and takes a decision. Usually, if the benefits are greater than cost then the possibility of taking the services is very high. The greater benefits do not guarantee that the customer will take the service. Some other factors influence the customer's ultimate decisions.        


Drivers that are impacting the customer value
Several specific functions are being offered and working in terms of maximising the customers' value. The specific drivers that are impacting directly in terms of maximising customer value have been stated below:
1. [bookmark: _Hlk27769717]Product functions: Products being offered by the company and their functional criteria have greater importance in terms of maximizing value to the customer. Virgin international is in the service sector and they are ensuring high-quality products such as providing the latest technological support, the most sophisticated aircraft than any other providers (Weinstein and Johnson, 2019).
2. [bookmark: _Hlk27769894]Points of differentiation: The main point of difference they have focused on is their Customer-centric attitude and their customization. They provide highly customized services based on individual requirements. Such as they have individual message centre where they provide ultimate relaxation services, gaming equipment’s for the game lovers, library for book lovers etc (Berry and Linoff, 2014). This customized service is providing them with the benefit of providing a premium experience and hence maximizing the value to customers. 
3. [bookmark: _Hlk27769771]Quality: Quality is an important aspect of consideration in terms of creating customer value. Virgin has always made its core focus on the quality aspect. Instead of focusing on price, they have focused on providing quality services. Such as high-quality seats, good foods and service quality (Buttle, 2014). Providing comfortable experience in terms of seats. High-quality amenities and so on. 
4. [bookmark: _Hlk27769648]Services: People are now expecting more and more. Gaining the core product is not enough hence having related services is also important for the consumers. In terms of Virgin group, they are providing limousine services to pick their customer from their chosen destination to the airport. They are also providing spa and massage services. They are ensuring free drinks to each individual (Payne and Frow, 2015). Their online booking site is made completely flexible to provide consumers with online services. All of which are working great in terms of greater experience to the customers. 
5. Price: Virgin is not competing based on price. Though people are price-conscious. The bit when the concern comes to quality, prices never wins (Verhoef, 2013). Virgin has not been focused on low prices but the quality of service they are providing. They are ensuring that customers are getting the highest benefits for the prices they are providing. Though they are charging a bit higher still they are providing the best premium services which is justifying the prices they are charging.
6. [bookmark: _Hlk27769674]Customer relationship and experiences: They are managing customer relationship to the extreme. They have their database of regular and executive customers. Sometimes they provide customised offers and services to those customers based on their data to maintain a relationship for a long time (Mithas et al., 2015).


Explanation of customer value delivery cycle in the context of Virgin
[bookmark: _Hlk27769599]It can be seen that according to the value delivery cycle, Virgin has developed an understanding of the value opportunities such as targeting a market that seeks quality rather than focusing on price. Finding a niche to provide a premium service. Based on the opportunities they have created suitable market offerings where they have developed their infrastructure, their technological support, trained their employees (Doyle and Bridgewater, 2012). They have created their market offering by considering their target market. The market offerings also include the related services they have decided to provide and the offers. Finally, they have to deliver value through their operational and functional activities. 
[bookmark: _Toc27857967]Figure 3: Value Delivery Cycle (Mithas et al., 2015). 
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This value delivery will largely depend on their entire quality system. It also depends on how coherently the support team and the products are working to create a value-added experience to the consumer. Lastly, the value will be communicated through various channels to bring the attention of other potential consumers. The way values are being communicated as well as customer expectations are being met is discussed in the following portion.


Managing Customer Expectations
Airlines companies create customer expectation through several mediums. Some of the most common sources of customer are advertising, Word of Mouth, Promotion, and Value proposition of the particular company.  
1. Advertising: The paid form of a promotion sponsored by the company directly create customer expectation in the customer mind. By seeing the promises the customer of Virgin Atlanta expect a service level in their mind subconsciously and compare the expected and perceived benefit while consuming the service.   
2. Word of Mouth: Word of mouth is the most influential tool among the promotional mix to create a certain level of expectation in the customer mind. Generally, the potential or actual customer listen from another customer about the Virgin Atlanta experience and make a desire to consume that particular experience from Virgin Atlanta (Buttle, 2014). Suppose a premium class customer of Virgin Atlanta shared his experience of travelling in the premium class to an economic class customer. Then the economy class customer builds an expectation to travel in the premium class to enjoy the experiences.   
3. [bookmark: _Hlk27769554]Value propositions: The value proposition is the promise made by a particular company to its target customers. With every aspect of communicating a company deliver the message to their customers (Hudson and Thal, 2013). The promise of Virgin Atlantic “Fly like a CEO, pay like a temp.” this indicates the airline fare is cheap but they offer higher services compared to cost. This statement builds an expectation that Virgin Atlantic will deliver better services at a lower cost.   
Companies need to manage customers expectation to and need to deliver consistent services. Virgin Atlanta uses the following strategies to manage customers’ expectations. Virgin Atlanta makes realistic promises to deliver satisfactory customer services (Broderick and Pickton, 2015). They keep their price level low and offer additional services to deliver consistent services. Virgin Atlanta offers different choices to their customer like economy, premium and business class to meet different levels of expectations. Another way is to create tiered-value service offerings like better benefits for gold frequent flyers than silver frequent flyers to meet different levels of customer demand (Meyer and Blümelhuber, 2015). 



[bookmark: _Toc27768430]Critical understanding of the quality system of Virgin and its effectiveness in meeting customer requirements  
In this era, people are now more concern regarding the quality of everything. The competitive consideration has made the quality ingredient far more important for business organisations. Considering one of the successful quality systems, Virgin is doing the best practices in this regard. The proper quality management system has made this, even more, easier for the virgin to have over 38 aircraft in the fleet (Hudson and Thal, 2013). They are adding even more destinations to their list. They are now concentrating more on providing the customers with a delightful experience. They have their particular objective of running a business both maintaining efficiency and effectiveness. 
One of the key factors in their quality system is to ensure efficient operational management that will eventually ensure quality service. Virgin has been very renowned for a quality system. Virgin has made its slogan named " service the Virgin Way". This slogan is implying in their way of doing things. Whenever a consumer books an air ticket in Virgin, he can expect to have something new experience to fill in the pocket (Weinstein and Johnson, 2019). They strongly hold the belief that they are serving the service industry rather than the transportation industry.
Competitive Priorities
They have set some priorities in their operations as a well quality system to ensure better service experience to the consumers. Those priorities include:
1. Quality:  Competing on the price is not their objective. Rather Virgin has always focused on providing a premium quality experience to the consumers. Though they charge a bit higher price than other airlines. But they try to provide the best food and other services. They do not make a compromise in that perspective and create the best value for the consumers (Payne and Frow, 2015).  
2. Time:   Virgin ensures the lowest possible time for the consumers to book the ticket online and get confirmation. Virgin ensures system management and error solving just in time.
3. Variety:  Different services are being provided based on upper class, economy and premium economy classes. All those services are filled with an experience that can not be forgotten. 
[image: ]
Application of Porter's Generic Strategy in their Quality System[bookmark: _Toc27857968]Figure 4: Porters Generic Strategies

To ensure the quality service Virgin relies on porter’s generic strategies. Where they follow the combination of customer focus and differentiation strategy. 
1. Customer Focus:   In customer focus strategy company always try to identify customer needs and preferences and shape their servings according to the need structure. Virgin has always tried to shape their way of doing things as per the customer requirements. Here they have always tried to personalise their services where they will offer the individual customer as per their needs and will create value for them. They have tried to brand themselves as a niche airline that will provide value for the money of individual customer demand (Payne and Frow, 2015).  They have shaped their services both for the premium users that are at the executive level and also for the leisure travellers preferring low cost. Considering the biggest competitor of Virgin, Ryan air focuses completely on the cost factor where the Virgin is focusing solely on providing a quality service through the customer-centric system. 
2. Differentiation:  Differentiation strategy mainly focuses on providing different services than the other competitors are providing. In terms of Virgin Airlines, they are providing differentiated services such as fashion and jazz lovers they are arranging music and fashion shows. On the other hand, they have gaming options for those who have an interest in gaming. They also have a massage centre in their craft and library for the book lovers (Weinstein and Johnson, 2019). Considering the quality services, they have built a diversified system that is offering different services as per the demand of different consumers. 
Practices in Quality management in the context of Virgin
[image: ]Virgin is following total quality management in their quality system. Total quality management can be stated as a philosophy that focuses on enabling the organisation to meet the consumers' expectations both effectively and efficiently.  But the ethical values will be ensured properly while applying the total quality management. Total quality management can be taken as ensuring the right thing at the specific or right places at the right point of time.  Total quality Management is mainly focused on improving the organisational quality system by ensuring proper conformity with the internal requirements (Mithas et al., 2015). The total quality management has been based on three key foundations that include customer satisfaction, improvement of employees and continuous improvement. Total quality management process is completely customer-centric and the airline system must be work toward continuously improving the service areas by ensuring the employee participation and also concentrating all the efforts in solving the problems by considering the functional and hierarchal boundaries within the organisation. 
The way Virgin is ensuring their quality management has been demonstrated below: 
1. Customers satisfaction:  Customer satisfaction can be gained by offering the right products with the right amount of services at a particular point in time. Customer most often termed their satisfaction as the quality of the product. Customer satisfaction also includes values, specifications etc. If we consider the scenario of Virgin, their mission statement implies that security and safety with proper delivery is the thing they do.  Virgin have divided their economy section into two which is premium economy and economy. In their economy class, they have decided to provide the maximum value possible such as space-saving seat with comfort on point (Buttle, 2014). Video-on-demand services. They are provided with amenity kits and free drinks service with 3 free entrée.  Passengers can check their flight online. In their premium economy section, they have made the biggest seat possible with the enhanced comfort level. The seats are covered with leathers and the seats are equipped with laptop power. The customers are also provided with limousine travel services to get into the airport (Berry and Linoff, 2014). So here it can be seen that they have developed all the infrastructural ability to ensure customer satisfaction. 
2. Employee Improvement:  Employee improvement involves tasks such as promoting and encouraging team works, bringing changes in the organisational culture and so on.  If there is the word that briefly describes a Virgin that would be innovation. This innovation is possible only because of the highly knowledgeable employees.  Organisations can not run without the existence of people as they can not run by itself. Whenever one thinks about the organisation,  one core thing came in mind is the people. Employees are one who makes everything available to the consumers. Employees are those who deal directly with consumers (Delers and Cadiat, 2016). There is no better option then employees to get the inner thoughts of the consumers as employees are one to directly deal with them. In the case of Virgin, the top management ensures full participation of the employees in any decision-making process (Doyle and Bridgewater, 2012). Whenever they need to decide anything about the consumers, top management seek feedback from the employees to provide the exact solution.  Virgin also focuses on team approaches where they make several teams of different Department and provide a single objective. The employees then work together to achieve that single objective. 
3. Continuous improvement: There is a Japanese concept named Kaizen which is seeking for ways to improve. Here the main theme is to look for ways to continuous improvement by setting benchmarks based on highest standards. Here everything is done by focusing mainly on reducing waste or reducing the amount of time needed for doing a particular task. Virgin is continuously focusing on ways of improving their way of operation (Buttle, 2014). Such as recently they have increased the amount of baggage allowance for students. All these tasks are focused mainly on one goal that is to increase customer satisfaction and gaining the customer lifetime value (Delers and Cadiat, 2016).
Effectiveness of the quality system in meeting customer requirements 
Virgin has been reaping the benefits of having an effective quality system. They are now more able to meet customer requirements. Their quality system has brought improvements in the following areas: 
1. Consistency: Quality management system ensures product or service consistency. Virgin airline is following total quality management in their quality system which is based on the foundation of Kaizen. Kaizen makes it possible to look for ways to continuous improvement. As virgin is continuously monitoring its work, it makes it easier to identify the flaws, take corrective actions immediately and gain consistency (Mithas et al., 2015).  
2. Reduced mistakes: The quality management process has made this possible to reduce the number of mistakes. As the TQM process followed by Virgin promotes teamwork, that teamwork makes it possible to find the best solution to pass by any kind of error. This teamwork is making it possible to reduce the amount of individual mistake to a greater amount (Hudson and Thal, 2013). In Virgin customer face very few cases where any mistake is found within the service of the Virgin. 
3. Improved satisfaction: Satisfaction of Consumers can be measured by the repetitiveness of the consumers. Only satisfied consumers normally continue to take service from the same company. In terms of Virgin, it has been observed that 90% of the consumers that have taken service from Virgin airlines have been returning. This percentage is providing a clear indication that the quality system of Virgin is effective enough to gain customer satisfaction (Weinstein and Johnson, 2019). 
4. Effective marketing: Quality management has made this possible to identify the specific consumer needs by seeking feedback from the employees (Buttle, 2014). By identification of proper needs Virgin is shaping their services and hence making this easier for the marketing people to identify critical touch-points to focus on. This is making it the marketing of Virgin more effective and yet gathering more focus on virgin. 
5. Process improvement:  As the process is focused on reducing as much waste as possible or gaining the lowest time possible to provide the service. Virgin has become very efficient  providing the customers with the shortest time to book a ticket and get all the necessary documents. This has been possible by training the employees with proper software knowledge, by incorporating innovating technology within their system. They have continuously focused on their process improvement (Berry and Linoff, 2014). By their quality system, they have ensured a process which is faster and easy to navigate for both their employees and consumers. They have made their structural process very much flexible through their quality system. 
6. Increased Financial Performance: As customer satisfaction has increased, people are now more relying on Virgin airlines as their transportation service provider. In the year 2019, their revenue has increased by the amount of 5.16 billion to their previous revenue of 16.5 billion. This much increase in revenue has been possible only by focusing solely on providing quality services demanded by their targeted customers. They also increased their amount of aircraft and thinking about providing more services to countries where it has not been reached yet (Delers and Cadiat, 2016). The effective management of their quality has made this possible to gain this much customer acceptancy. 
7. Increase in Market Share: Market share has also increased for Virgin Airlines. As the number of customers is increasing day by day, financially Virgin is getting stronger. The financial background as well the customer acceptancy has brought an individual reputation in the mind of consumers (Buttle, 2014). Thus the market share of the Virgin group is also increasing to a greater amount. 
The system Virgin is following in terms of their quality management has proven to be effective. Although they are not just relying on their current state. Rather they have developed their research department that continuously monitors changing demands, changes in trends, changes in technology, marketing efforts and so on. They are monitoring and providing feedback on the areas that need to be improved. They are focusing on their current customers as well they are also managing the customers' future preferences (Doyle and Bridgewater, 2012). This system is providing them with benefits in terms of improved financial performance and market share. With the continuity of this system, they are sure to reap benefits in future too and will serve as not the market leader rather the global leader for providing the best transportation experience to its valuable consumers and also will serve the Interest of its employees.


Conclusion
On this assignment we focused on providing a broad overview of the factors that have an impact on customer satisfaction. Virgin is uses total quality management which provides them with the benefit to remain consistent over the years. They are reaping the benefits by having increased market share, customer satisfaction and effective process. But they shouldn’t  just focus on this. Rather managing a quality system proved to be an effective process but this should be maintained by having a clear picture of the company financial capabilities. Managing a system which may become too costly to manage may backfire sometimes. So in future Virgin should  focus in terms of managing their system as well their financial capabilities. But still they are reaping so many benefits with their current system and leading as one of the best quality product provider in the transportation industry.
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