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Strategic Analysis for Southwest Airlines
Executive summary
The main purpose of this report is to conduct a detailed strategic analysis of Southwest Airlines Company(for short LUV), and at the same time analyze the impact of the specified new strategy on LUV in light of the overall environment of the COVID-19. This report analyzes the internal and external environment of LUV and points out the basis of strategy formulation. At the same time, according to the designation and development of the new environment and new strategies, it finds the high-quality resources belonging to LUV and helps LUV make reasonable use to maintain sustainability Advantage. The research methods of this article include consulting airline official website data, collecting relevant literature, analyzing annual reports, etc.
The COVID-19 has had a great impact on the world. Many countries have begun to restrict citizens' travel to control the spread of COVID-19. This decision is undoubtedly a huge challenge to the US aviation industry. Many airlines went bankrupt and their stocks fell. In contrast, LUV' flight cancellation rate and inventory decline rate are much lower than other airlines. In the case of black swan, LUV has taken new measures. First, it "actively seeks new sources of income" by adding new routes to its network and expanding the share of business travelers. Secondly, it adopts technological transformation, sets up a GDS system, integrates artificial intelligence and machine learning into its reservation system to compensate for ongoing travel cancellations, delays and fewer people, regain the trust of customers, and improve its performance.
Nowadays, LUV should add new routes and airports, focus on maintaining customer loyalty, reducing customer churn rate and making adequate preparations after the full resumption of flight operations. They should also focus on digital experience, using artificial intelligence and big data analysis to ensure the best services.
1.Introduction
Southwest Airlines is known as the "low-cost airline." It is the originator of the "low-cost airline" business model in the civil aviation industry (Thomas, M, 2015). Its unique sales proposition is that it is the largest low-cost airline in the United States, taking the lead in implementing free travel and providing free baggage flight service for everyone (the first two checked bags have size and weight restrictions). The airline's vision is to "become the most popular, most capable, and most profitable airline in the world." LUV is committed to providing customers with high-quality services, full of enthusiasm, friendliness, personal pride and corporate spirit.
COVID-19 was first discovered at the end of 2019. So far, we have seen that the COVID-19 has had a huge impact on the world economy. The transportation industry in the United States, especially the aviation industry, is more disruptive. Billionaire Warren Buffett sold the four major U.S. airlines (United Airlines, American Airlines, LUV, and Delta Airlines). The total value of all its aviation stocks is as high as $4 billion. In Buffett's view, due to the impact of the COVID-19, the entire airline has undergone tremendous changes (Klebnikov, Sergei, 2020). Such a unique company lost US$1.2 billion in the third quarter of 2020 (LUV reports the results of the third quarter of 2020, 2020) due to the COVID-19, but still maintains a relatively high passenger flow among the four major U.S. airlines the amount.
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Figure 1
（Figure from Aerotime hub）

2. Strategy formulation analysis
If LUV wants to gain a firm foothold in the aviation industry and adapt to the ever-changing environment, it needs to be specified according to the external macro and internal micro environment, the company's organizational capabilities, and the ability to execute and implement strategies.Corporate strategy is a subject of major academic significance and practitioner importance in the modern business environment（Feldman，2020）. As Rumelt et al note, the multi-business firm is a research topic that belongs more to strategy than to any other field of study, since “in such organizations there is a level of management activity that deals with integrating the various divisions or businesses that make up the firm.”
The aviation industry can be said to be the most globalized industry, and international air transport faces numerous externalities. From geopolitics to technological innovation, from demographic changes to environmental issues, the winds of change that impact the industry may come from multiple directions. Therefore, understanding the external environment of airlines is essential to ensure the sustainable development of the aviation industry in the future, and to maximize its potential to achieve greater economic and social benefits brought about by interconnection.
2.1 Analysis of the external macro environment
2.1.1PEST Analysis
PEST can formulate long-term strategic plans, update data every year, and quickly and easily evaluate the industry's market trends(Shtal, T. et al,2018). With the development of globalization, the flow of people and goods has become more automated and globalized, but the instability of the global environment may also lead to higher "walls" between countries. Every airline can't get rid of this big environment. The volatility of the global economy is unlikely to decrease in the next 30 years. Although the aviation industry already has a robust economic model, it also needs to transform new strategies to help companies monitor and prevent hazards.
Political Factors
[bookmark: OLE_LINK5]Before 1978, the United States implemented air traffic control, but only supervised airlines flying across states. After 1978, the US government deregulated and the sky was liberalized. Only low-cost small airlines such as LUV could develop. The 2014 Wright Amendment Act was officially abolished (Ebo, K. C, 2019). Thanks to this, LUV can increase more airline services. The political environment has profound influence on the operation of the global aviation industry. 
In the face of the outbreak of the COVID-19 epidemic, the US government has also issued corresponding policies to help organizations tide over the difficulties. The Coronavirus Aid, Relief, and Economic Security Act, passed by the 116th U.S. Congress and signed into law by President Donald Trump on March 27, 2020, in response to the economic fallout of the COVID-19 pandemic in the United States( CARES Act,2020). Before the CARES Act is launched, LUV will accept a higher federal statutory tax rate. The Coronavirus Aid, Relief, and Economic Security (CARES) Act, created the Payroll Support Program (PSP1) for air carriers and certain contractors. And The Consolidated Appropriations Act, 2021, created the Payroll Support Program Extension (PSP2) for passenger air carriers and certain contractors(Payroll Support Program Extension ,2021).
Economic Factors
There are many macro factors affecting the aviation industry, such as the market economic cycle, economic system, economic development level and policy, social inflation level, etc. These factors determine the total demand and total investment in the US economic market. The aviation industry is very sensitive to fluctuations in the market economic environment, and demand is constantly changing. In particular, the aviation industry is greatly affected by fuel costs, and rising oil prices have a major impact on LUV' profitability. However, in the past ten years, the US economy has developed steadily, citizens’ incomes have grown steadily, and entertainment consumption has increased, stimulating consumption in the aviation industry. Therefore, the US aviation industry has maintained a steady growth rate (Thompson and Gamble, 2010). The US economy is improving after the destruction caused by the COVID-19 pandemic.The economy recovered in the third quarter (Q3), growing by 33.1%.While that was a record level, it was not enough to offset previous losses, including a 5% year-on-year drop in real GDP in the first quarter, which marks the start of a recession in 2020. The sudden destruction of the economic environment is also fatal to the aviation industry.
[image: bea.gov]
Figure 2
(Data resource from www.bea.gov)
Social factors
The culture of society will greatly affect the culture of the company. LUV fully integrated the personality, psychology and culture of residents in different regions to design and promote products appropriately, which increased the company's affinity to a certain extent and gained the support and recognition of the general public. Whenever a strong competitor adopts unfair competition against LUV, people’s sympathy will start to favor LUV. At the same time, they will show solidarity and support to the company in various aspects, and will also increase the priority of LUV when travels. At the same time, LUV has invested a lot of resources in environmental protection and social welfare and other undertakings. Employees will also voluntarily donate to charities and participate in various community projects. All these demonstrate to the public LUV’ strong sense of social responsibility and deeds. (Wurthmann, 2020)
[bookmark: OLE_LINK2]Technical factors
Companies should analyze the speed of industry and technology's impact at the same time. The speed of technology's impact will determine whether the company has enough time to make corporate decisions and help companies get more profits.
For the aviation industry, technology is an important determinant of industrial development. The safety performance, convenience, and efficiency of the aviation industry have attracted more and more attention from the industry. The aviation industry's technology mainly focuses on fuel efficiency, model research and development, and more intelligent and safe flight technology (Pratap, 2020).
[bookmark: OLE_LINK7][bookmark: OLE_LINK6]In addition to the technology research and development of the aircraft itself, digital mobile services are also areas where LUV will invest more. Mobile digitalization is a major development trend in the future. The use of convenient and simple information transmission channels can improve customer satisfaction and experience.

2.1.2Porter's Five Forces Analysis
Prior to a firm defining its business level strategy, it must have a comprehensive understanding
of what forces influence profits in the industry in which it competes(Ahlstrom, 2010) . Porter’s Five Forces Model is based on industrial organization (IO) economics. Prior to a firm defining its business level strategy, it must have a comprehensive understanding of what forces influence profits in the industry in which it competes(Baxter, 2019) . Porter’s model focuses on the five forces in an industry (buyers, suppliers, new entrants, substitution, and rivalry) that impact each other. The collective strength of the five forces determines the ability of a firm competing in an industry to earn.(Porter,2008)
The threat of Rivalry
Commercial aviation is one of the toughest markets with the lowest profit margins and strongest forces with established rivals competing vigorously on price and customers (Porter, 2008). In the market, every individual company is inseparable, that is, an ally is also a competition If you want to win in the competition, you must establish your own advantages. Therefore, companies need to flexibly and accurately determine their position (Porter, 2020).
As shown in Figure 4, competition in the aviation industry has become increasingly fierce, especially the four major airlines. Under the impact of the new concept of the epidemic, the differences in consumer groups have become smaller. In the context of economic recession, competition among similar airlines will gradually intensify. JetBlue's aviation quality rating and satisfaction are also gradually increasing, which means that consumers have begun to shift, and user loyalty is worth pondering (Airline Quality Rating 2019, 2019).
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Figure 3
(Figure from Statista.com)
Domestic market share of leading U.S. airlines from December 2019 to November 2020

According to Pest’s Political Factors analysis, after the deregulation of the aviation industry, competition within the industry pushed fares to such a low level that many airlines only bear variable costs. The fixed costs of airlines are very high. These costs will not change with the output level in the short term. On the contrary, the variable cost fluctuates with the output level, but the variable cost is relatively low. Therefore, companies with high fixed costs and relatively low variable costs often try to distribute their fixed costs across multiple output units (such as air tickets). For airlines, this combination creates an impetus for economic growth. Therefore, such economies of scale have led to a monopoly of a few large airlines (Mutzabaugh, 2015). Therefore, low-cost airlines stepped in and reintroduced market competition. Many low-cost airlines including Spirit Airlines and Frontier Airlines began to expand their routes (Maidenberg, 2017). Such carriers increase market competition by catering to price-sensitive flyers. Since "economy class" passengers are a large proportion of all passengers, this group of people has become an attractive target group for many airlines.
[image: fredgraph]Figure 4
(Figure from fred.com)
The threat of Bargaining power of the supplier
In the following situations, suppliers can bargain with buyers: only a few large companies have the right to supply; there are no comparable substitutes; the buyers are just scattered customers; the products purchased are necessities of the buyers; the products of the suppliers account for A large proportion of the operating costs of the buyer's company; supplier integration, and the possibility of entering the company's industry is very high.
The fixed cost of aviation is very high, mainly including the purchase and maintenance of the aircraft fleet (Scott A. Wolla, 2018), and LUV only uses Boeing 737 series aircraft, which means that Boeing is the only supplier of LUV. The operating cost of aviation does not rashly increase other aircraft, so there is no better alternative (Priyank Sinha). In this way, Boeing has almost 100% price control power, while LUV can only passively "be beaten" (Pratap, A., 2020).
The threat of Bargaining power of buyers.
[bookmark: OLE_LINK10]Buyers have strong bargaining power with airlines because the cost and effort required to switch from one carrier to another is very small. In particular, the emergence and popularity of third-party travel booking websites and smartphone applications have exacerbated this problem for airlines. LUV was established in 1967 at a time when the American population was migrating, and the demand for airplanes by the crowd rose rapidly. LUV has also become one of the many options for travel. In addition, in the mid-1970s, 1980s, and early 1990s, the United States was plunged into an economic crisis and an oil crisis one after another, and the low-fare LUV became a favorite of travelers (Lohmann ,Spasojevic, 2018).
The threat of Substitutes
Road transportation and rail transportation such as cars and buses are the most threatening alternatives to air transportation. Compared with airplanes, they are cheaper (Wang, Yixiao et al., 2020), so LUV has taken care of this. To reduce costs, thereby reducing the price of his air tickets, allowing more customers to choose airplanes instead of railways and roads. In contrast, the safety of aircraft is also higher.
[bookmark: OLE_LINK11]Although road and rail transportation are cheaper, LUV has similar prices, but it saves time and is more convenient. From this point of view, other alternatives are not yet replaceable, and the threat of substitution is weak.
The threat of New Entrants
The establishment of airlines has a huge principal, fierce price battles and a profit model of high costs and low profits, making it more difficult to make money in this industry. Therefore, it is normal for airlines to suffer losses. If they want to enter the aviation industry, they need to adapt and reduce losses as soon as possible (Ma, Chao, 2019). In addition, the competition for take-off and landing positions at US airports is fierce, and it is difficult for new entrants to obtain it. LUV has already taken the lead in the market by virtue of its unique strategy. Coupled with the special regulations of the aviation industry, potential threats are relatively small.

2.2 Analysis of internal micro-environment
2.2.1 Analysis of resources and capabilities (VRIO framework)
Want to analyze the internal micro-environment of LUV more clearly, use the VRIO framework for analysis. The VRIO framework is designed to evaluate a specific organization based on a resource-based perspective (Barney, (2007). The competitive advantage of an organization depends on the company’s unique resources and capabilities. These resources and capabilities are not only valuable, but also rare, inimitable and Irreplaceable (Peteraf, Barney, 2003).
2.2.1.1 Resources
1. Brand
Branding is about the coordination of strategic vision, stakeholder image and organizational culture (Hatch, Schultz, 2014). In marketing, a brand is defined as "a link that reflects the set of functional and emotional value created by the company and how consumers perceive these values (Chernatony, Riley, 1999)." Customer service is the establishment of a respected service brand Crucially, at the same time, customers' love of the company's brand can indeed affect the company's profitability, which in turn affects higher brand value (Barker, R, 2015).  LUV Named to FORTUNE's list of World's Most Admired Companies for 2020; ranked 14 (World’s Most Admired Companies, 2021). It was rated as the airline with the highest customer satisfaction in the "J.D. Power 2020 North America Satisfaction Study". It was named "Best North American Airline", "Best American Airline", "Best Economic North American Company" and "Best Low-Cost North American Airline" in the 2020 TripAdvisor Travelers' Choice Awards. The brand culture model helps brands connect with the reasons behind their organization, so they can avoid being just a logo or logo. When brands have real meaning to customers and are connected with their values, they are more likely to become part of customers' lives and identities (Hilgemann, E. 2019). When customers believe that these products are unique or superior to competing products, a competitive advantage emerges (Suetrong, P. 2018).
[image: bda28d61c38fa86a9694461e8b06993]
Figure 5
(Figure from J.D. Power 2020 North America Airline Satisfaction Study）
2.customer data
In 2019, more than 134 million customers chose to fly LUV (2019 Southwest Airlines One Report). LUV provides another improvement in customer service by analyzing real-time data such as social media analysis. Their customers provide tailor-made quotes. With the help of big data, LUV knows when and through which channels to promote which products to which customers. This personalized experience can lead to higher conversion rates and increase customer satisfaction.  LUV not only uses big data to provide the best customer service, but also uses big data to improve air safety (Mark van Rijmenam, 2013).
3. Human Resources
Human resource management involves the recruitment, training and compensation of employees. A recent study used data from more than 12,000 organizations to prove that the knowledge, skills, and abilities of company employees can act as strategic resources and strongly influence company performance (Crook et al., 2011). Of course, the unique dedication demonstrated by LUV employees has contributed to the company's outstanding performance over the decades.
The lack of pilots is a potential industry shortage threat in the future, and entry barriers such as cost and time hinder many people from pursuing the career of pilots. In recent years, army downsizing has led to a reduction in the number of qualified retired pilots. As the number of retirements in the aviation industry increases in the next decade, the demand for qualified professional pilots may increase. Therefore,  LUV launched an innovative career plan called "Destination 225" in July 2019 (2019 Southwest Airlines One Report). The program aims to meet the current experience level of future high-potential pilots and provide ways to help them become highly skilled and qualified future opportunities at LUV.
In the face of the COVID-19, LUV introduced voluntary resignation plans and extended emergency leave options for its employees. More than 25% of the company’s employees plan to choose long-term leave or permanent resignation as the company’s response to the economic impact of the COVID-19. Part of the cost-saving measures taken (Jay Wallis (WFAA), 2020). Approximately 4,400 employees chose the buyout plan, and approximately 12,500 employees expressed their interest in extending their holidays. This ensures a small loss of human resources and preserves the talent base for the full return of business travel routes.
4. Community
LUV' concern for the community is a natural extension of Southwest's people-oriented citizenship. In 2019, LUV donated 3,628 tickets through the Time Ticket Program. Donate a free round-trip ticket to qualified organizations every 40 hours. From 2013 to 2019, LUV Community Center plans to cooperate with the Public Space Project (PPS) to provide more than 4.4 million US dollars in grants and location production technical assistance to 20 organizations in the United States and Mexico City (2019 Southwest Airlines One Report). People through the continuous use of these public spaces can be transformed into brand cohesion and consumption vitality.
2.2.1.2 Ability
1.Sufficient funding and physical foundation
On December 31, 2020, the company’s current and non-current debt was 10.3 billion U.S. dollars. After deducting transaction costs, the company raised approximately 18.9 billion U.S. dollars. As of January 27, 2021, the company had cash and short-term investments of approximately 13.9 billion U.S. dollars. . The company has 718 aircraft, including 41 737 MAX 8 aircraft(2019 Southwest Airlines One Report).
2.company culture
Culture is defined as "a shared default hypothetical model that is learned by a team when solving its external adaptation and internal integration problems. This model works well enough to be considered effective, so it is taught to new members as a perception The correct way to think about and feel these issues (Schein, 2017). "
LUV focuses on connecting people with important things in life, providing customers with excellent services, and thus becoming the best airline. In the introduction of LUV' website, you can know that they divide the values of the organization into two categories: living the way of LUV and working the way of LUV (Southwest Airlines). They emphasized that employees need to have the spirit of warrior, the heart of servants and the attitude of loving life, which is the way of life of LUV. At the same time, it also emphasizes that employees need to work safely, win customers, and maintain low costs. This is the way LUV works. This kind of corporate culture seems to stimulate the enthusiasm of employees, thereby improving service quality, customer satisfaction and profitability. From 1973 to 2019, Southwest has turned losses into profits every year. He is also the only company in the United States with such a corporate culture (Schleckser, 2018).
3.Technology
LUV plans to provide GDS access for corporate travelers in 2020, and has now joined the Airline Reporting Corporation (ARC) ticketing and settlement services through Amadeus' GDS platform and Travelport's multiple GDS platforms (including Apollo, Worldspan and Galileo) . The company’s enhancement of the GDS channel strategy complements the direct connection (NDC) exchange and the existing SWABIZ option expanded through the airline tariff issuing company (ATPCO)’s new distribution capabilities, with the aim of reaching more corporate travelers through its preferred channel Distribute its daily low-cost air tickets (Southwest Airlines Co, 2021).
In order to seek new insights into what happens during each flight, LUV became the first US domestic airline to use a big data system developed by GE Flight Efficiency Services (FES). The system uses cloud computing and cutting-edge software and analysis to run on a secure industrial Internet. It can use its flight analysis function to gain insight into each aircraft and flight to discover how the decision of each flight changes its profitability (GE REPORTs, 2015 ).
4.Airport network
The position of the airport in the carrier hub hierarchy will affect changes in the network structure and other markets to a certain extent. Therefore, airport community resources are one of the important values of airlines (S. Zhang, 2013). The link between city size and aviation services is complex; the way airlines provide services to cities of different sizes is worth exploring (K. O’Connor, 2013). The correlation coefficient between airports affects how each node is related and linked, and ultimately determines the configuration of the entire network structure. Because flights are evenly distributed to several major airports, and more flights are connected outside the community, the core community of LUV has less influence on other communities at these airports (Wu, W, 2019). LUV is a typical low-cost airline. It provides limited services in specific segments of the network (such as regional airports) at low prices, and it is mainly dominant on a point-to-point basis. Historical operating models and company strategies have imposed restrictions on the expansion of their network structure not only in terms of complementarity and competition, but also in terms of the target passengers they attract. So in general, LUV' flight scheduling has higher frequency and flexibility, which makes branch routes more important and has a greater impact on the robustness of the entire network.
[image: 88b2c038512e6decd652edd9779f9df]
Community detection of LUV networks
Figure 6
(Figure from Wu, W)
In the aviation industry, a variety of customer attraction strategies and marketing strategies coexist with low prices and high-quality services. However, a large amount of customer information that can be accurately analyzed, the company's cultural philosophy that treats employees as family members, and a strong human resources and material foundation are difficult to imitate for other airlines and have important values. These advantages help LUV accurately locate customers and provide a better user experience. At the same time, LUV has further consolidated and expanded its position in the U.S. aviation industry based on LUV' strong investment and learning in various aspects of technology, community, and airport network.

3.The limitation of the strategy implementation process
Strategy implementation is an important practical stage of the strategic management process. The intentional strategy determined in the strategy formulation stage is transformed into specific organizational actions to ensure that the strategy achieves its predetermined goals.
3.1 Over-reliance on Boeing 737 MAX aircraft
Since the airline's Boeing 737MAX plane crashed, the Federal Aviation Administration has ordered a ban on such planes. However, LUV is an airline that relies heavily on Boeing aircraft, and the grounding of Boeing aircraft has had a serious impact on the company's route network expansion plan. This effect has led to a decline in company revenue (Anon, 2016). In the face of the decline in capacity caused by the new crown epidemic, as of December 31, 2020, the company has temporarily stored 60 737-700 aircraft and continues to discuss with Boeing to reorganize its orders after 2021.
3.2 Income imbalance
According to LUV’ annual financial report, in 2019, passenger revenue accounted for 93% of total revenue, freight revenue was less than 1%, and other revenue accounted for 6% of total revenue（2019 Southwest Airlines One Report）. Because the income ratio is so uneven, any obstacle to the tourism industry or other emergencies will bring a huge disaster to LUV.
3.3 Subject to the control of the US market.
Since LUV does not provide any international flights, many factors that determine revenue (such as passenger flow and order volume) are completely controlled by the US domestic market

4.The impact of COVID - 19
The most obvious blow to airlines is the plummeting of the number of flights, the number of tourists, and the trust relationship between tourists. Therefore, in such a special period, maintaining good relationships with customers, stabilizing customer trust relationships, calming customer psychology, and actively solving customer difficulties are important measures to ensure customer churn rate (Amankwah-Amoah, Joseph 2020). Especially in the crisis of the mainstream, communication is very necessary and crucial (Miller, Michael, 2020).
The good experience of the first customer is one of the ways for LUV to gain competitiveness among many airlines. Although LUV is positioned as a low-cost airline ticket, it does not mean that LUV has low-cost services. LUV should learn how to maintain good remote communication with customers during the COVID-19 pandemic.
The second is to increase the application of information technology. LUV needs to adopt technical solutions to respond to the epidemic in the aviation industry, from airport configuration to employee office, to customer service, and a resumption plan for the improvement of the new crown pneumonia epidemic. Digitization and onlineization must be the general trend of future enterprise development, and it is also the only way to go. LUV currently supports online and APP ticket purchases with a single performance. LUV can add more digital projects, including route optimization, flight forecasts, passenger flow forecasts, online services, and so on. On the one hand, it can facilitate customer travel and improve customer satisfaction (Haywantee Ramkissoon el.et, 2020). On the other hand, it can facilitate LUV to reduce business costs by improving business efficiency and perform more refined flight management.

5.Recommendation and Conclusion
The spread of COVID-19 inevitably caused most flights to be grounded, posing an unprecedented threat to the aviation industry. With the gradual control of COVID-19 and the continuous development of airlines and governments, many airlines’ losses have improved compared to a year ago, but huge challenges remain. Before the demand for business travel is fully restored, LUV needs to try a new way out. The purpose of adding new routes and airports is to capture a small number of leisure consumers and their income, not to increase the most profitable routes. As all airlines are in a state of continuous losses, the expansion of business scope has given greater opportunities for profit. At the same time, LUV still needs to focus on maintaining customer loyalty, reducing customer churn rate, and making adequate preparations after the full resumption of flight operations. Therefore, LUV needs to correctly determine the challenges the company faces and the business goals that need to be completed after the new concept of the epidemic. However, the current technological innovation has broken industry restrictions and brought unlimited advantages to the world. Therefore, LUV should focus on all channels and give priority to digital experience. Multiple channels will increase consumer satisfaction during the journey. LUV needs to learn from artificial intelligence and big data analysis to ensure that it meets customer expectations that have changed after COVID-19. Nowadays, the service of airlines is no longer simple services like selling air tickets and sending passengers to destinations, but extending services and value-added services that integrate tourism and catering in the operation link. The main body of these services and the main consumers are passengers, so LUV should make good use of the developed Internet to provide passengers with better and more convenient services, so as to create greater value for the company, attract customers and enhance market competitiveness. For example, LUV can use data to collect and analyze consumer travel interests in the past, and provide multiple choices of flight schedules or alternative plans to reduce flights that have been grounded due to the epidemic. Waiver, adjust and cancel fees and allow convenient rebooking will help increase brand awareness, customer feedback and eliminate any confusion for those who wish to book future trips (Hiotis et al, 2020). LUV needs to review the company's strategy customization to ensure that it provides the best service and maximizes the company's value.
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Appendix
1.PEST Analysis
	Political Factors
	Only low-cost small airlines could develop after the sky was liberalized; CARES act and support from the US federal government.

	Economic Factors
	The profitability is connected to the price of oil; Increase in individuals’ entertainment consumption leaded to an increase in aviation industry;  Aviation industry is under attack because economic environment is destructed by COVID-19.

	Social Factors
	Specially designed products according to different regions gain support from public; people support LUV when it is under unfair competition; investments in environmental protection and social welfare show great sense of social responsibility. 

	Technical Factors
	The use of convenient and simple information transmission channels supported by mobile digitalization can improve customer satisfaction and experience; fuel efficiency, model  development and more intelligent and safe flight technology attract attention of aviation industry.



2.Porter's Five Forces Analysis
	Five Forces
	Analysis

	The threat of Rivalry
	Competition in the aviation industry has become increasingly fierce among similar airlines; recent economies of scale have led to a monopoly of a few large airlines; many low-cost airlines increase market competition by catering to price-sensitive flyers.

	The threat of Bargaining power of the supplier
	Boeing is the only supplier of LUV, which means Boeing has almost 100% price control power.

	The threat of Bargaining power of buyers.
	Buyers have a strong bargaining power because they can easily change from one airlines to another especially with the booking websites and smartphone applications. 

	The threat of Substitutes
	LUV has similar ticket prices with those of road and rail transportation, but it saves time and is more convenient. So  the threat of substitution is weak.

	The threat of New Entrants
	It is very difficult to make money in aviation industry due to the profit model of high costs and low profits; the competition for take-off and landing positions at US airports is fierce; there are some special regulations of the aviation industry, making potential threats of new entrants
 relatively small.



3.VRIO Framework Analysis
	Resource/Capability
	Valuable
	Rare
	Difficult to Inimitable
	Organized

	Brand
	yes
	yes
	yes
	yes

	customer data
	yes
	no
	no
	yes

	Human Resources
	yes
	yes
	yes
	yes

	Community
	yes
	no
	no
	yes

	Sufficient funding and physical foundation
	yes
	no
	no
	yes

	company culture
	yes
	yes
	yes
	yes

	Technology
	yes
	yes
	no
	yes

	Airport network
	yes
	no
	no
	yes
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