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[bookmark: _Toc140776235]Executive Summary
[bookmark: _Hlk139736675]This report provides a comprehensive analysis of Air Asia, which is based in Malaysia and is considered to be a low-cost airline. The report analyses Air Asia in the context of the various challenges it faces due to the Covid-19 pandemic and changing dynamics in the aviation sector. The report begins by analyzing the external factors affecting the airline directly using PESTEL analysis and Porter’s Five Forces analysis. The report later evaluates the airline’s strengths, vulnerabilities, opportunities, and threats using SWOT analysis as the primary strategic management tool. Based on the analyses obtained using the various tools, the report recommends that Air Asia implement a hyper-personalization strategy to enable it to provide its consumers with customized and specialized services. The hyper-personalization strategy seeks to improve the airline’s overall customer experience, marketing and sales efforts, ancillary services, data privacy and security, and operational effectiveness. Social exchange theory and expectancy-confirmation theory provided enough justification for the selection of hyper-personalization as the strategy that Air Asia should adopt if it desires to strategically position itself in the aviation sector and meet the individual needs of its customers. The report also conducted an evaluation and analysis on the company’s sustainable strategic development and its strategic capability to maintain a competitive advantage. The evaluation and analysis showed that Air Asia has made significant progress in its strategic development and has a strong competitive advantage in the aviation industry. Therefore, by implementing the suggested strategy, Air Asia will be able to distinguish itself in the aviation industry, establish a strong relationship with its customers, and position itself for long-term success in the post-pandemic era. 
[bookmark: _Toc140776236] 1.0 Introduction
Air Asia is a low-cost airline headquartered in Malaysia and was founded 1993 (Tantawat, 2022). It has received numerous international airline accolades over the years and is considered an Asian  budget airline. The airline headquarters is based in Kuala Lumpur, Malaysia, and use the Kuala Lumpur international airport as its hub. The airline has several other affiliate airlines, including Thai Air Asia, Indonesia Air Asia, Philippines Air Asia, and Air Asia Zest, all of which operate out of Don Mueang International Airport, Soekarno-Hatta International Airport, and Ninoy Aquin International Airport, respectively. 
The recent Covid-19 outbreak has negatively affected Air Asia in terms of revenues and its operations. When the Covid-19 outbreak began occurring across the globe and was spreading rapidly, many countries banned airlines from other countries. As a result, Air Asia suffered substantial financial losses reflected in its earnings releases. In 2020, for example, the airline reports a net loss of 803.3 million ringgits for three months consecutive after making 96.1million ringgit net profits the previous year (Reuters Staff, 2020). The airline became worse when it was forced to stop undertaking international flights to most countries, a huge source of its primary income (Kee et al. 2021). The domestic flights that were allowed were also restricted due to the stay-at-home guidelines that restricted most Malaysian citizens from traveling in a bid to flatten the Covid-19 curve.
This report aims at conducting a thorough strategic analysis of Air Asia through external and internal analyses and critical evaluation of the strategic option for more personalized customer care, and later determines the best strategic option that Air Asia can undertake to provide personalized customer care. The report will also highlight the selected strategy’s implication on different areas of Air Asia and justify the recommended strategy chosen. 
[bookmark: _Toc140776237]2.0 Main Findings
[bookmark: _Toc140776238]2.1 External Analysis
On a macro scale, external analysis involves the analysis of macroeconomics, political, demographic, and technological factors that affect an organization (Bostan et al., 2023; CFI Team, 2023). This section of the report will use PESTEL analysis to analyze the external factors affecting Air Asia and customer care in the post-pandemic era and utilize Porter’s Five Forces analysis to evaluate the competitive landscape around Air Asia.
[bookmark: _Toc140776239]2.1.1 PESTEL Analysis
The PESTEL analysis is a common strategic management tool mainly used to examine the macro external forces affecting a given organization (Oxford College of Marketing, 2023). According to Christodoulou and Cullinane (2019), the instrument offers a strategic framework for comprehending the external influences on a business or any other entity. 
2.1.1.1 Political factors 
COVID-19 significantly impacted Air Asia and other airlines. As a budgetary lifeline, the Malaysian government loaned Air Asia Airlines $120 million (500 million ringgit) (Burgos, 2020). The government-secured loan came in handy for the organization when it lacked sufficient resources to recover from the adverse effect caused by Covid-19. According to Burgos (2020), Air Asia used the amount to pay employees and cover aircraft maintenance and other essential operating costs. This helped boost the airline's journey towards recover post-Covid.
In 2022, the European Union and the Association of Southeast Asian Nations (ASEAN), which Malaysia is part of, entered a transport agreement that was set to open more air transport opportunities between the two parties and enhance direct connectivity between the two regions, while at the same time facilitating rules and standard upgrade for the affected flights (European Commission, 2022; Tan, 2023). The agreement also ensured fair competition among airlines belonging to the 37 countries in the two regions. This move reduced the administrative burden and streamlined the airline’s process, allowing it to expand its operation post-Covid.
2.1.1.2 Economic Factors
[bookmark: _Hlk139642723]According to Asian Development Bank (2021), Covid-19 had a negative influence on Asian households, with the majority losing their jobs, reduced working hours, lost sales, lack of staple items, and reduced assess to schooling. This, therefore, reduced their disposable income levels and changed consumer spending among individuals, thus reducing the number of people willing to travel.  As a result of decreased demand, Air Asia airline units are still operating at less than 50% of its capacity before the pandemic despite an increase in the demand for international travel (Chua, 2023; Kee et al., 2021). According to Chua (2023), Air Asia airline units in Malaysia, the Philippines, Indonesia, and Thailand are all operating at 47% capacity compared to before Covid-19 due to decreased demand for air travel. This has therefore necessitated adjustments in customer care offerings and pricing strategies. 
[bookmark: _Hlk139644833]Just as Airlines like Air Asia were beginning to recover from the Covid-19 pandemic, aviation was impacted by the rapid increase in fuel prices. At early 2022, the price of jet fuel got an increase of approximately 90% and began costing 120 percent more on average compared to 2021 as post-Covid-19 (McKinsey & Company, 2022). The price increase has presented a significant challenge for the aviation industry since fuel is their most enormous operating cost (Mhalla, 2020). In a bid to maneuver there way and remain operational, Air Asia was forced to bring back surcharge prices in their services in 2022, March to all its international and domestic flights so as to offset the escalating jet fuel prices that seemed to have exceeded $120 (RM 501.36) per barrel (Choe, 2022). Therefore, this has affected the airline’s ability to invest in customer care. 
2.1.1.3 Social Factors
Post-Covid, passengers seem to be shifting towards greater emphasis on health and safety measures and personalized experiences compared to preferred pre-Covid (Zhang et al. 2021). Ma et al. (2022) argue that an airline facility’s functionality, level of cleanliness, layout accessibility, and perceived safety affect the overall travel intention of the passenger to travel with the said airline through the mediating role of satisfaction. Kungwola et al. (2022) state that in order to meet these new needs of the customer, Air Asia introduced HEPA air filters on their aircraft, engaged in aircraft deep cleaning and cabin sterilization after a given period of time, and introduced a masking policy within their flights. 
2.1.1.4 Technological factors
Covid-19 has accelerated the need for digital transformation across all sectors, including aviation. As an organization, Air Asia is at the forefront due it’s the active steps it has undertaken toward enhancing its digital capabilities. According to Apex (2020), Air Asia post-Covid has already implemented the use of robotic process automation (RPA) in its systems. Air Asia will be able to leverage intelligent automation, intelligent document processing, and analytics by adopting this technology. The airline has also developed Scan2Fly, its version of a digital passport, and F.A.C.E.S., a biometric facial recognition system (Air Asia, 2021a; Iqbal & Campbell, 2021). This is an attempt to help the airline prevent any incidents of Covid-19 within its operations.  The airline has also incorporated using AI-powered chatbots and virtual assistance to help with customer inquiries and provide their customers with real-time support. 
2.1.1.5 Legal factors
In response to the Covid-19 pandemic, governments across the globe implemented various health and safety regulations to help protect passengers and airline employees from contracting the virus (Boettke & Powell, 2021). The regulations regulate the mandatory wearing of masks, social distancing, health screening, and hand washing and sanitization (Shah et al., 2020; Khoo et al., 2020). As a result of these regulations imposed by the government, Air Asia has been forced to adopt its operations and implement the said regulations to ensure compliance and maintain a safe travel environment for the passengers. 
2.1.1.6 Environmental factors
Recently the has been a rise in environmental consciousness and an increase in awareness of climate change and the impact of air travel on greenhouse emissions due to the rise of the adverse effects of global warming across the globe partly. As a result, there has been an increase in pressure on airlines such as Air Asia to adopt more sustainable practices in their operations and reduce their carbon footprint. This has led Air Asia to take active measures, such as installing advanced aircraft software modifications recognized as Descent Profile Optimizer on its AA320ceo plane to help reduce carbon dioxide emissions (The Star, 2022).
[bookmark: _Toc140776240]2.1.2 Porter’s Five Forces 
Porter’s Five Forces, a strategic analysis tool published in 1979 to help in the understanding of a given industry (Isabelle et al., 2020), addresses five competitive forces, namely the threat of new entrants, the bargaining power of buyers and suppliers, the threat of substitute products or services, and the rivalry among existing competitors (Goyal, 2020).
2.1.2.1 Threat of New Entrants
The airline industry is typically characterized by high entry barriers that limit new entrants from venturing into the industry. However, post-Covid has presented the key industry players with an unprecedented challenge they never expected to experience. On the other hand, due to the massive financial losses and the possible risk of bankruptcy facing current players, new entrants have been presented with unprecedented opportunity for entry. Due to the favorable post-Covid conditions, MYAirline, an extremely affordable carrier which aims to grab a slice of the budget flight pie that is currently dominated by Air Asia decided to enter the aviation industry (Wong, 2022). The entry of MYAirline at a time when individuals are in need of extremely cost-effective transport services is definitely a threat to Air Asia. 
2.1.2.2 Barging Power of Suppliers	
Air Asia’s leading suppliers include aircraft manufacturers, fuel providers, and other service providers that the airline utilizes. Demand for international air travel is gradually recovering as the domestic markets show the ongoing recovery. Forecasts are already showing that the market value of new airplane deliveries will reach $7.2 trillion, with an 80% increase in the global fleet by 2041 compared to pre-pandemic levels. Asian markets contribute approximately 40% of the long-term global demand for the new aircraft (Boeing, 2022). This increased demand for aircraft and international travel will lead to increased demand for fuel and service providers thus the supplier will gain leverage and exert power in negotiating prices and terms. 
2.1.2.3 Bargaining Power of Customers
The pandemic affected individual livelihoods, thus reducing the disposable income they are willing and able to spend on air travel. As a result, many of them will be in need of cost-effective airlines to travel with post-Covid. According to Bouwer et al. (2021), leisure travelers and those in premium classes are sensitive to prices and may choose an indirect routing pot-Covid. Customer price sensitivity and their ability to access alternative airlines may impact Air Asia’s ability to set pricing and differentiate customer care offerings. 
2.1.2.4 Threat of Substitutes
As an airline, Air Asia faces competition from various substitutes available to the public, such as other airlines, trains, buses, and teleconferencing technologies that enable individuals to meet virtually without having to travel. Post-Covid digital technologies have facilitated and broadened the acceptance of remote work in established organizations (Sahut & Lissillour, 2023). Therefore, this has increased the speed of adopting remote working and virtual meetings, leading to a decrease in the demand for business travel in the long run. Therefore, Air Asia must provide a compelling customer care experience to retain its customer base. 
2.1.2.5 Industry Rivalry
Air Asia’s key competitors include Malaysia Airlines, Emirate, Singapore Airlines, Air China, and China Eastern Airlines. In the post-Covid era, the industry competition has significantly intensified because numerous international and domestic carriers are now seeking to recover from the losses they have encountered during the Covid-19 period to regain their market share. Driven by the fierce competition with the low-cost carriers segment, Air Asia needs to differentiate itself through superior customer care.
[bookmark: _Toc140776241]2.2 Internal Analysis
[bookmark: _Toc140776242]2.2.1 SWOT Analysis
As a strategic management tool, SWOT analysis is mainly used to evaluate a given organization or entity’s strengths, weaknesses, opportunities, and threats (Puyt et al., 2020). The tool provides a structured framework to assess internal and external factors that influence a given entity’s overall success or failure. 
2.2.1.1 Strengths
2.2.1.1.1 Cost-effective Operations
[bookmark: _Hlk140338898] Air Asia’s low-cost business model allows the airline to offer budget-friendly fares for its customers, which can be seen as a strength in attracting price-sensitive customers, thus enabling it to enhance customer satisfaction (Albers et al., 2020). This low-cost model of Air Asia involves high aircraft utilization with a turnaround time of just 25mins which allows the airline to be in a position where it can manage to operate more frequent flights while at the same time increasing productivity (Kanta & Ahlan, 2017). The airline has also streamlined its process and utilizes its lean distribution system to utilize online booking platforms, mobile applications, and partnerships with travel agencies enabling the airline to reach a large customer base. This enables the airline to reduce its distribution costs and allows it passed on the saving to its customers. 
2.2.1.1.2 Extensive Route Networks
Compared to most airlines in Asia, Air Asia offers its customers a more extensive network of destinations. According to Air Asia (2023a), the airline has over 120 destination route networks available for customers to explore, thus providing them with a wide range of options that enhance convenience and flexibility. 
2.2.1.1.3 Digital Innovation
Air Asia has always been at the forefront of digital innovation in the airline industry through its consistent effort to utilize technology to improve its customer experience, such as leveraging online check-in, Mobile apps and self-service kiosks. After the pandemic, the airline has implemented numerous digital innovations with the objective of making flying safe and affordable but more hygienic, seamless, and contactless to its customers, such as contactless boarding procedures, self-check-in, automated bag drop, and its version of digital passport referred to  Scan2Fly (Air Asia, 2021a).
2.2.1.1.4 Strong Brand Identity
Over the years, Air Asia has established a strong brand identity associated with affordability, efficiency, and accessibility, enabling it to attract and retain customers. Since the outbreak of Covid-19, the airline has established itself as a brand committed to ensuring safe and hygienic travel and being socially responsible, providing support to the community by providing relief flights, supporting front-line workers, and implementing sustainable practices to reduce environmental impact. 
2.1.1.2 Weaknesses
2.1.1.2.1 Limited Customer Care Channels
Air Asia’s customer services post-Covid are primarily digital, offered mainly through emails, chatbots, and social media handles. This type of service does not cater to the need of all customers, especially those who lack smart devices that can enable them to access such channels, thus hindering the ability of the airline to cater for all customers’ preferences or urgent situations. The lack of effective traditional customer service options such as phone support and in-person customer services is a significant weakness when personalized care is essential. 
2.1.1.2.2 Service Quality Perception
Some individuals perceive Air Asia’s low-cost model as a major compromise in service quality. This is largely due to the perception that some individuals believe that expensive things have quality and are worth it, while cheap things are cheap because they have no intrinsic value. Others tend to perceive the services of no-frills airlines as low quality due to fewer onboard amenities, less personalized services, and additional charges for services that are usually included in the ticket price of full-service airlines. This will lead to concerns about Air Asia customer care standards and responsiveness post-Covid. 
2.1.1.2.3 Vulnerability to External Shocks
Air Asia’s whole business model relies heavily on customer demand, mainly from low to medium-income groups in the Asian market. This population has been worse affected by Covid-19, reducing their disposable income. This, therefore, makes Air Asia vulnerable to external factors such as economic downturns, pandemics, and geopolitical events, which can disrupt the customer care operations of the airline. On the other hand, the airline’s heavy reliance on digital systems and technologies in its service delivery post-Covid leaves the airline at a higher risk of cyberattacks such as data breaches, ransomware attacks, and hacking. Such an attack can disrupt its operations, damage Air Asia’s reputation, and compromise its customer data, thus limiting its ability to provide adequate customer services. 
2.1.1.3 Opportunities
2.1.1.3.1 Personalized Customer Care
Post-Covid, passengers are now prioritizing their safety, convenience, and personalized experiences than they did before. Covid-19 has significantly affected people’s emotional well-being, making them anxious and stressed when traveling. Such individuals are only likely to prioritize transportation services, demonstrating a strong commitment to their well-being. This period provides a perfect opportunity for Air Asia to leverage the customer data and analytics they have acquired to provide personalized services, tailored offers, personalized recommendations, and enhance customer satisfaction and loyalty.  
2.1.1.3.2 Technological advancement
There has been an increase in the adoption of technologies across every sector since the pandemic happened, thus leading to a faster acceleration of digitization and automation across the board (Elnaj, 2021). The world is seeing numerous in-person activities quickly shifting to being delivered online. According to Elnaj (2021), touchless technologies and highly automated robots are set to accelerate post-Covid. Thus, Air Asia has the opportunity to leverage these technological advancements, such as AI-powered chatbots, data analytics, and the use of mobile apps, to enable it to achieve efficient service delivery and be in a position to provide personalized care experience to its customers, thus giving the airline an edge in the aviation sector.
2.1.1.3.3 Growing Demand for Affordable Air Travel
The global purchasing power of middle-class households is beginning to rise, particularly in developing nations. In addition, economic activities, ease of travel, accelerated urbanization, travel and tourism industry growth, lifestyle shifts, and consumer preference for low-cost service are on the rise (Business Wire, 2022), with individuals looking for ways to cut costs, increases demand for affordable air travel. Air Asia can leverage its low-cost advantage to tap into this increasing demand for affordable air travel post-Covid and attract price-sensitive customers with enhanced customer care offerings.
2.1.1.4 Treats
2.1.1.4.1 Intense Competition
The airline sector faces high competition, and Air Asia’s main competitors seems to be low-cost carriers and full-service airlines. This stiff competition faced by the airline became more evident when the industry giant registered a record quarterly loss of $237 million (992 million ringgit), the largest loss it has ever suffered since 2004 (Iwamoto, 2020). The competitors may offer better customer care experience, thus posing a threat to Air Asia’s market share.
2.1.1.4.2 Reputation Management
With the increased use of social media platforms and the availability of smart devices that access the internet platforms. The negative experience of a single customer dissatisfaction can spread quickly through various social media and potentially damage the airline’s reputation that customers trust and believe in. 
[bookmark: _Toc140776243]3.0 Strategic Option for Personalized Care
[bookmark: _Hlk139738301]Personalized care provides individualized and tailored services to individuals based on their unique needs, tastes, preferences, and requirements. In the aviation sector, it involves airlines understanding their passengers’ needs, wants, and requirements and creating a more customized and satisfactory travel experience. Air Asia can achieve personal care through hyper-personalization strategy. This refers to the practice of creating customized and fine-tuned services, content, and products by a business using customer data (Jain et al., 2021). This strategy will significantly benefit Air Asia since it will enable it to tailor its services and recommendation to individual passengers. The following elements will be included:
[bookmark: _Toc140776244]3.1 Implement Customer Relationship Management (CRM)
In order to keep the customers satisfied, organizations must truly know them and provide tailored service by utilizing customer data, such as customers’ preferences, travel patterns, and behaviors. Air Asia can gather and analyze this data by implementing a Customer Relationship Management (CRM) system, which refers to principles, practices, strategies, and technologies businesses used to manage and analyze customer interactions and relationships (Setiawati et al., 2019). A robust CRM will provide Air Aisa with a centralized repository for storing and managing their customers’ data, such as their contact information, communication history, purchase history, preferences, and other significant data. The system will also enable the organization to effectively analyze and segment its customer based on various criteria that it considers beneficial to them (Naim & Alqahtani, 2021), allowing for target marketing campaigns and personalized communication strategies catering to each group’s specific needs.
[bookmark: _Toc140776245][bookmark: OLE_LINK2]3.2 Customer Journey Mapping
Customer journey mapping is a visual storyline of every customer’s interaction with a brand, commodity, or service (Micheaux & Bosio, 2019). By developing the journey map, the organization gains direct insights into its customers’ minds, thus enabling them to understand their customers’ processes, needs, and perceptions. 
This strategy is customer-centric due to its ability to shift the focus from internal processes to the customer perspective (Hardison, 2022). This, therefore, enables the organization to understand better their customers’ needs, expectations, and pain points instead of assuming while interacting with them. Through journey mapping, organizations can identify critical touchpoints, pain points, and areas in which they need to undertake some improvements (Gitanjali, 2021). Thus, Air Asia can address gaps, streamline their processes, enhance interaction with its customers at critical stages of the customer journey, and identify opportunities to implement personalization.
[bookmark: OLE_LINK3][bookmark: _Toc140776246]3.3 Utilize Advanced Technologies
As technology has changed the way things are done in almost every industry and the tech-savvy customers expects something with more value and innovation, the use of technology in the aviation industry has become crucial in order to provide personized assistance to each customer. By using these technologies in the agent center, such as AI chatbots, interactive voice response (IVR) system, Air Asia can interact with customers and deliver efficient customized communication and personalized recommendations with automation in real-time, which will enable the customer service representatives to interact with customers, show empathy and tailor response. Technologies can provided help through pre-journey, pre-flight, in-flight, post-flight and post-journey services in customer interactions with airlines, including flight searching and selecting, ticket booking and payment, checking-in and boarding, inflight entertainment, baggage tracking and picking up, and even post-journey activities like customer feedback and experience sharing.
[bookmark: _Toc140776247]3.4 Empower Employees 
The organization must allocate significant resources to ensure full implementation and adoption of hyper-personalization. For the customer service employees, Air Aisa should ensure them to have a customer-first mindset, be supported with advanced technology tools and ongoing training and upskilling for reactive and proactive interaction and response. The organization must also train its staff on using the CRM system and comprehend its benefits effectively (Migdadi, 2021).
Benefits
Through the utilization of this strategy, Air Asia will be able to leverage customers’ data, preferences, and past behaviors to provide the passengers with recommendations for flights that they can consider taking, the seat they can sit at, and ancillary services that would require even before realizing they are in need of them. This will enable the airline to increase its conversion rate, leading to revenues and profits in the long run. Hyper-personalization will also enable Air Asia to be able to make their customers feel valued and appreciated, thus instilling loyalty in them while at the same time enabling the airline to increase its customer retention rate due to the strong relationship created between the two parties. 
Considerations
The strategy involves collecting and utilizing customers’ data, raising concerns about data privacy among the stakeholders. This can discourage some individuals from engaging with the airline due to the fear that Air Asia will use their data against them. For the strategy to be a success, the data used should be accurate and up to date. If the data used is incomplete, personalized care offered by the airline will prove ineffective. Lastly, hyper-personalization may lead to the airline’s over-reliance on automation, making them lose actual touch with their customers.  
[bookmark: _Toc140776248][bookmark: _Hlk139738084]4.0 Wider Implication of Hyper-personalization on Air Asia
[bookmark: _Toc140776249]4.1 Customer Experience
Implementation of a hyper-personalization strategy by Asia will enable the airline to be in a position where it is able to provide highly personalized services and products to its customers according to their preferences, needs, and taste. Such customization will enable the airline to enhance significantly its customer experience to another level that has never been achieved before, making their customer feel much valued and appreciated, thus increasing their overall satisfaction. 
[bookmark: _Toc140776250]4.2 Marketing and Sales
Hyper-personalization will enable Air Asia to effectively formulate and deliver a highly targeted marketing campaign about their services and products to their customers (Kaushik, 2023). Since the marketing undertaken by the company are now highly personalized, the company is able to address the specific need and want of their targeted customers at that moment, thus increasing the Air Asia conversion rate. In the long run, this will increase airline sales and revenues. 
[bookmark: _Toc140776251]4.3 Ancillary Services
Air Asia can also extend its strategy when it comes to its ancillary services. Utilization of hyper-personalization in providing ancillary services will enable the airline to recommend and offer personalized ancillary services to its customers, such as providing them with food and drinks that align with their taste and health condition and provide them with suitable entertainment in line with their customers taste thus enabling them to be comfortable and enjoy their journey with the airline. This ability to anticipate and meet the need of individual customers during their journey positions Air Asia as the preferred choice for travelers seeking highly personalized, satisfying travel experiences.
[bookmark: _Toc140776252]4.4 Data Privacy and Security
Hyper-personalization requires collecting and using customer data for it to be effective. The utilization of hyper-personalization by Air Asia will require it to collect and analyze customer data to provide personalized services. The collection and use of customer data will necessitate the airline to implement robust data protection measures to protect the customer data in their possession, build the necessary infrastructure to hold the data, comply with relevant regulations, and develop mechanisms that it can use to gain customers trust by being transparent about the data usage and providing opt-out options. 
[bookmark: _Toc140776253]4.5 Operations and Efficiency
Through hyper-personalization, Air Asia will be in a position to leverage the customer data collected to gain valuable insights into what their customers prefer, demand patterns, and their behavior. They will then be able to use the information acquired to optimize their operational processes, such as flight scheduling, resource allocation, and capacity management, thus improving efficiency and saving on unnecessary costs (Ekbote, 2022).
[bookmark: _Hlk139740785][bookmark: _Toc140776254]5.0 Justification for the Recommended Strategy
[bookmark: _Toc140776255]5.1 Social Exchange Theory
This theory argues that people make decisions and engage in social interaction based on the costs and benefit they are set to derive from the interaction (Xuecheng & Iqbal, 2022). This also means that the customer-business relationship is also based on the value that they are receiving from the business they are obtaining their products or services from. Applying the Hyper-personalization strategy will enable Air Asia to provide its customers personalized experienced that is tailored to their individual needs and preferences. This personalized care enables the airline to enhance customer satisfaction, fostering long-term relationships and loyalty resulting from the favorable exchange between Air Asia and the customers.
[bookmark: _Toc140776256]5.2 Expectancy-Confirmation Theory
Expectancy-confirmation theory argues that individuals tend to have pre-existing expectations about products or services, and their satisfaction after consumption of services and products afterward largely depends on the confirmation or disconfirmation of those expectations (Wetzel, 2019). Implementing a personalization strategy by Air Asia will enable the airline to identify these pre-existing customer expectations beforehand through data collection, thus allowing them exceed customers’ expectations by delivering personalized services, recommendations, and offers they desire. As a result, this positive confirmation of expectations will enable the airline to enhance its customer satisfaction and loyalty towards Air Asia.
[bookmark: _Toc140776257]6.0 Evaluation and Analysis of Sustainable Strategic Development of AirAsia
[bookmark: _Toc140776258]6.1 Environmental Sustainability
To reduce the airline's carbon footprint, AirAsia installed an innovative aircraft software modification referred to as Descent Profile Optimiser (DPO) into its aircraft to help reduce carbon dioxide emissions to 101 kgs of carbon dioxide emissions per flight, equivalent to 221 tons per aircraft per year (Air Asia, 2022). The airline also manages the waste from the cabin, where the cabin crew separates wastes at the end of every flight and submits them for recycling (Air Asia, 2021b). On the other hand, the airline began recycling the crew's uniforms as part of its effort to reduce waste landfills. 
[bookmark: _Toc140776259]6.2 Social Responsibility
Air Asia initiated the bring your own cup, container, and cutlery campaign (BYOCCC) to help individuals stop using single-use plastics at their workplaces, homes, and while traveling using the airline (Air Asia, 2023b). The BYOCCC is also an education program for all the Allstars (AirAsia employees) which educates them on the importance of conserving the environment and invites them to help reduce the use of disposable plastic daily.
[bookmark: _Toc140776260]6.3 Economic Viability 
Air Asia has been recording steady revenue growth from 2014 to 2019, pre-pandemic. In 2020 the airline revenues dropped significantly from 11.86 billion Malaysian ringgit in 2019 to 3.27 billion Malaysian ringgit (Statista, 2023a). The value dropped even further in 2021 to 1.68 Malaysian ringgit; however, it was steadily increasing in 2022, with the company recording a high of 6.44 Malaysian ringgit (Statista, 2023a). In the recent past, Air Asia has been engaging in massive technology and digital push, which has seen the company partnering with some of the tech giants such as Google, GE, and Oracle while developing and incorporating technology into its operation through the use of various platforms such as Air Asia Superapp, Teleptotm BIGLIFE, Santan, BigPay (Air Asia, 2021c). Thus, the airline has advanced its strategic development throughout time. The airline can improve its sustainable strategic development by expanding community engagement, setting more ambitious carbon emission targets, and working with partners and stakeholders to create collective action opportunities.
[bookmark: _Toc140776261]7.0 Air Asia’s Strategic Capabilities to Maintain a Sustainable Competitive Advantage
[bookmark: _Toc140776262]7.1 Resource Analysis
As of 2022, Air Asia had 209 airplanes, a significant decrease compared to the previous year (Statista, 2023b). The airline does not own any airport of its own, instead operates in airports owned by other stakeholders such as governments. As of the fourth quarter of 2022, the total revenue owned by Air Asia was RM2.4 billion, with a total profit of RM172 million after taxation (AirAsia, 2022). According to Statista (2022), the company had a brand value worth $1.44 billion in 2022, increasing from $ 1.22 billion the previous year. 
[bookmark: _Toc140776263]7.2 Core Competencies 
The biggest core competence of Air Asia is its ability to effectively operate low-cost carriers while at the same time offering competitive ticket prices to its customers and its no-frills approach to air travel to provide air travel for all. This has allowed the airline to attract price-sensitive customers into their operations. 
[bookmark: _Toc140776264]7.3 Innovation and Adaptability
Air Asia successfully rebranded and relaunched the ailing full-service carrier, RM1, into the present “low fares, no frills” airline accessible to everyone, which has completely revolutionized the aviation industry. It is remarkable that the Airline was able to catapult itself and became the first airline to introduce ticketless travel in 2002 and the world’s first airline to adopt SMS booking. Later in 2005, Air Asia became the world’s first airline to offer a total comprehensive booking system designed for mobile phones and wireless devices (Air Asia, 2021d). 
[bookmark: _Toc140776265]7.4 Organization Capabilities
[bookmark: _Hlk139958869]Air Asia has a strong leadership team, from the board of directors up to its lower levels of leadership. The airline also has a strong culture that seeks to unify everyone regardless of nationality, personality, academic status, or social background. Based on the assessment, the airline's low-cost-operations, extreme focus on innovation and ability to incorporate technology in its operations, strong financial performance, capable leadership, and ability to adapt to the dynamic nature of the aviation industry positions Air Asia well to maintain a definite competitive advantage in the aviation industry.
[bookmark: _Toc140776266]8.0 Conclusion
[bookmark: _Hlk139960664]The aviation environment post-Covid has significantly changed; therefore, Air Asia has to adjust also in order to overcome the present challenges and ensure its long-term success. To achieve this objective, the airline must adopt new ways of doing things by incorporating customer care strategies to meet the evolving customer expectation in the post-pandemic era. Based on the external and internal analysis undertaken, implementing a hyper-personalized strategy is the best way for Air Asia to deliver innovative and tailored customer care and maintain its resilience and sustainable competitive advantage in overcoming challenges posed by the pandemic. Thus, together with its definite competitive advantage in the aviation industry and significant progress, its strategic development success is inevitable.
[bookmark: _Toc140776267]9.0 Recommendations
Offering hyper-personalization to customers requires a robust technological infrastructure, efficient data processing, and a customer-centric mindset. It is recommended that the company implement a robust data privacy policy and transparency measures to address customer concerns and build trust, leading to increased customer satisfaction and loyalty. Another recommendation is to continuously monitor and measure the effectiveness of the customer care strategies through key performance indicators (KPIs) and customer feedback. Through monitoring KPIs and gathering customer feedback, AirAsia can identify areas for improvement, make data-driven decisions, and continuously enhance the customer care strategy.
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[bookmark: _Toc140776270]Background of Air Asia
[bookmark: _Hlk139785866][bookmark: _Hlk139787872]Air Asia is the fifth largest airline in Asia; founded in Kuala Lumpur in 1993 and made its first flight three years later on November 18th, 1996 (Tantawat, 2022). At the start of its operation, the airline only had a single fleet, the 32 737-300 aircraft. Initially, the Malaysian government owned the airline, which could not effectively manage it, thus leading the airline to massive debt. As a result of the enormous debts that the airline had accumulated at the time, the government decided to sell it in 2001 (Tantawat, 2022). Warner Media company, owned by the current CEO of Air Asia, Tony Fernades, bought the airline. In 2003, the airline’s financial condition improved, and the airline began opening new hubs in Malaysia and then launched its first international flight to Bangkok the same year. The airline claims “no admin fee” but has some charges for services accessible on other airlines. According to Wu et al. (2020), the company has subsidiaries such as Thai Air, Indonesia Air, Viet Jet Air, and Air Asia Red Tix. It is associated with companies such as Air Asia X, Tune Hotel, and Tune Money. 
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