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INTRODUCTION

This study will focus on British Airways (BA) history. This aviation company is a member of the International Airlines Group (IAG). It is a dominant worldwide airline that bases most of its commercial operations in both the United States and Europe. the chosen organisation, business assessments, and the calculation of demand and market equilibrium. As it relates to each factor that influences demand. Describe how the core product or service will be impacted. The component shows whether demand is increasing or decreasing. The management of British Airways and price elasticity of demand, which explains how the circumstance affects the main product or service Demand may be more elastic or less elastic depending on the component.








[bookmark: _Toc113294676]1.The company’s history
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Figure nr:1
Name: British Airways Company’s brand
Source: MarketLine


In 1974, it was legally founded when several organisations, such as the British Overseas Airways Corporation and the British European Airways, merged to form the new company. In the beginning, the firm was held by the state government; however, in 1987, it was sold to private investors and transformed into an airline corporation.
BA's headquarters are in the London Borough of Harmondsworth. Heathrow Airport, the biggest in the United Kingdom, is situated near the headquarters. The two primary planes that fly under British Airways' banner are Airbus and Boeing. Several aeroplanes with novel and sophisticated designs and technology have been launched throughout the years.

Heathrow airport expanded with the arrival of BA, with the most significant expansion being in 2008, when Queen Elizabeth II inaugurated the fifth terminal. Currently, British Airways operates across the Atlantic and other continents, ensuring that their services meet the needs of all passengers. (britishairways.com, n.d.)
Market Geography
British Airways offers flights to approximately 150 locations, including the following:
· Austria, Bosnia and Herzegovina, Bulgaria, Belgium, Albania, Croatia, Czech Republic, Denmark, France, Finland, Germany, Greece, Ireland, Italy, Netherlands, Norway, Poland, Russia, Spain, Switzerland, and Turkey are among the European countries.
· Manchester, Newcastle, Newquay, Aberdeen, Edinburgh, and Glasgow are all within the United Kingdom.
· Tanzania, Mauritius, Uganda, Egypt, Libya, Tunisia, South Africa, Zambia, Nigeria, and Ghana are included in Africa.
· China, Japan, India, Thailand, Bahrain, Israel, and the United Arab Emirates are among the Asian countries.
· South America, which includes Argentina and Brazil.
· Finally, there is North America, which encompasses Canada, the United States, Mexico, the Caribbean, and Australia.
To achieve success, British Airways adheres to its goal and vision, focuses on its fundamental values, and grows its staff. They have always prioritised the client and emphasised the inclusion of employees from various backgrounds, which has contributed to British Airways being a customer-centric corporation. (britishairways.com, n.d.)
[image: ]                                                                       Figure nr:2
                                   Name: Most popular airlines in the United Kingdom Q4 2021
                                                                   Source: MarketLine
This company has earned my attention because is the most popular UK airlines in 4th quarter 2021. 53% of British respondents had a good impression of British Airways. Virgin Atlantic ranked second with 47% approval. (MarketLine, n.d.) (britishairways.com, n.d.) 
As was previously noted, British Airways is taking great strides to become the most well-liked and prestigious airline in the world. In addition, it has made efforts to be welcoming to people of many backgrounds and perspectives. In addition, the corporation is trying to protect the environment via the use of renewable energy. The airline does a fantastic job in all three areas: customer service, their reward programme, and the comfort of their seats.
[bookmark: _Toc113294677]2. Demand and Market Equilibrium
In the example of British Airways, the micro environment of the firm includes a variety of characteristics that are a part of the organization's internal structure. In contrast, the macro environment of the corporation includes these same factors. Because the cultural aspect of the workplace is also represented in the personnel, this has an effect not only on the work ethics of the British firm but also on the decision-making process, as such procedures need input from individuals who come from a variety of cultural backgrounds (Sloman & Jones, 2005).
[bookmark: _Toc113294678]PESTEL ANALYSIS 

Political and Legal Factors- The integrity of a nation's government may have an impact on the flight paths that are offered by various airlines. Under these conditions, for instance the current situation in Ukraine, airline firms have been impacted, and as a result, they have reduced or cancelled the number of flights to certain locations, or they have changed the route in order to avoid the associated dangers. The Federal Aviation Administration (FAA) in the United States and the Civil Aviation Authority in the United Kingdom both have their own sets of rules and regulations that all airlines, including British Airways, are required to abide by (CAA). This results in increased expenditures and more administration, all of which are obviously detrimental to BA's current financial predicament. (Samuelson & Marks, 2015)
The strength of trade Unions is an important component of the legal environment that BA must navigate. BA is familiar with the effects that being represented by trade unions may have since it has been the victim of many strike actions (in August 2004 and August 2005). There are several elements that BA has to take into consideration, including legal rules on labour rights, consumer rights, and an increase in environmental and ecological concerns.
Economic Factor- Since the attacks on September 11, insurance prices for airlines have grown due to enhanced vigilance at airport security and a heightened sensitivity to the threat of terrorism throughout the world. There is no way in which I can see the cost of insurance for airline companies going down soon.
The proportion of a person's income that they are willing to spend on air travel is quite elastic. Therefore, one may anticipate that there would be a rise in demand for air travel as the economy of the globe continues to improve.
In addition, landing fees have gone up over the course of the last six years. This is a challenge for new businesses who are interested in breaking into the market. The needed financial consequences are far more than what most businesses can pay.
Social Factor - Even though the social and cultural impacts on businesses in different countries might vary widely, it is essential to consider social factors, which should also take into account demographic and cultural characteristics. Customers are looking for possibilities to go to new and exciting places, which often involve travelling a great distance. Lifestyles, preferences, and trends are all undergoing shifts. For instance, if you're flying to certain nations, the meals that are served on board the aircraft shouldn't contain pork.
The airline sector provides service to a diverse range of locations across the world and transports customers who come from a variety of various cultural, linguistic, ethnic, national, religious, and handicap backgrounds. For instance, when an airline lands in a different nation from the one from which it departed, passengers should utilise the local language and adhere to the local customs.
Technological Factor - The airline company British Airways made a significant financial investment in Lotus technology as well as other linked technologies. The Lotus technology that was implemented is a part of a complicated and advanced information technology environment that also includes the use of UNIX for real-time and other database applications. (Samuelson & Marks, 2015)
The airline industry is continually on the lookout for new technologies that it may use to enhance not just the safety but also the quality of service overall. Because of the lightning-fast pace at which technology is advancing, airlines are currently under intense pressure to integrate technological solutions into their in-flight services. For instance, British Airways has just begun offering Internet access to passengers while they are in flight. In addition, in order to lessen their overhead expenses and strengthen their position in the market, airlines have used online reservation systems. This is also done by BA. 
This section outlines two unique costs for air travel, which are the price elasticity of demand and the income elasticity of demand. Both factors affect the price of tickets. It has been observed that studies of the demand for air travel demand should differentiate between prices for business and leisure travel; long-haul and short-haul travel; international and European long-haul travel; and low-cost carrier (LCC) and full-service carrier (FSC) examples such as Ryanair and British Airways in this case study. Because of this, independent estimates of the price elasticity of demand are obtained for each of these two unique markets in order to investigate the degree to which the demand for air travel is sensitive to changes in its price.
Demand's Sensitivity to Price Elasticity "Price Elasticity of Demand" is a numerical number that reflects the degree to which demand is sensitive to variations in price. This value is known as "Price Elasticity of Demand." (Sloman, et al., 2019)
The degree of elasticity of demand can be estimated by the following equation: 𝑬𝒑=%∆𝑸𝒖𝒂𝒏𝒕𝒊𝒕𝒚 ÷ %∆𝑷𝒓𝒊𝒄𝒆
The level of demand for a certain product or service may be affected by a number of different variables. The levels of consumer income, the price and quality of the services in issue, and particularly the services that are near replacements, are key variables (Sloman, 2005). 
We must be very cautious to account for all the variables that impact demand if we want to get accurate estimates of how sensitive demand is to changes in price for a particular good or service. 
When all other factors that affect demand remain constant, a higher price for a product will, as a rule, result in a smaller amount of that commodity being sought. Nevertheless, the degree to which demand is sensitive to changes in price differs from one kind of item to another and from one market to another (FitzRoy et al, 1998). It is anticipated that demand for air travel will be less elastic for longer flights, such as those operated by British Airways with is an FSCs, than it will be for shorter flights, such as those operated by Ryan Air. This is since the availability of alternative modes of transportation that are reasonably close substitutes for air travel decreases with the distance travelled. Determine the demand, and keep in mind that the demand for the premium value is modest. indicates that for each of the several strategies, the demand determines the pricing strategy in the product. Because of this, the effect that a certain price has on a company's ability to achieve its marketing goals will vary depending on the degree of demand that it generates. The demand for the items will decrease according to the increase in price. (Kotler & Gertner, 2002)
 Consumers who are looking for the greatest deals and the lowest costs, such as students, independent travellers, and regular fliers, make up one group of British Airways' customers; the other group consists of those who are not as price sensitive.
Less price-sensitive consumers, such as corporate and executive clients, who are more interested in the product's overall quality than its cost.
When British Airways' three distinct pricing methods are taken into consideration, the demand curve will look like the one shown in the following picture. The price elasticity of demand is elastic, which indicates that in response to various pricing schemes, there is a discernible shift in consumer demand. When the price is low and the value is high, there is a high demand, but when the price is low, there is a low demand.

[bookmark: _Toc113294679]Relationships within the industry overall

Since low-cost airlines such as easy jet and Ryanair entered the market, there has been a rise in the level of competition. Because they have cut out all the superfluous fees, those airlines have been successful in selling chip tickets. They got rid of the middlemen, the value of getting on board, and in essence got rid of the upgraded product entirely. They have concentrated in on the most fundamental aspect of the business, which is the sale of plane tickets between two different locations. In order to increase their market share, they have adopted a pricing strategy that prioritises low costs above high quality and have established a market potential goal. They use something called value pricing, which involves selling their tickets, even the most basic ones, at a price that is higher than that of their rivals. Similar price tactics and policies have been used by other firms, such as Lufthansa and Virgin, who have the same aims as British Airways. They establish varied pricing rates in accordance with the value that is added to the product while also considering how to get a larger share of the market. (Sloman & Jones, 2005)

[image: ]
Figure nr:3
Sources: MarketLine

[bookmark: _Toc113294680]The marketing strategy of British Airways includes segmentation, targeting, and positioning. BA uses a mix of demographic and psychographic segmentation strategies to find out the most important things about the market and help the company figure out what kind of customers are in each group. Since the company has rewarded different groups of customers in different ways through loyalty programmes, it uses a differentiated targeting strategy to figure out how attractive each group is. The company has put itself in a position to be successful based on its leadership in strategic markets, partnerships, and a wide range of customer groups. It uses a positioning strategy based on the type of customer. Most of British Airways' customers are between the ages of 20 and 50, and they fly with the company often. (Griffiths & Wall, 2011)
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Figure nr:4 
Source: MarketLine
In a market structure characterised by oligopolies, the price choices that British Airways makes are contingent upon the pricing decisions that are made by competing enterprises. However, because of the monopolistic structure of the market, British Airways is not required to pay attention to the prices offered by other competitors in the industry.
[bookmark: _Toc113294681]3. Substitution Effects. Luxury vs. Necessity

The term "substitution effect" refers to the shift in consumer demand for a product that occurs as a direct consequence of a shift in the relative cost of that product in comparison to the cost of other items that may be used as a replacement. For instance, when the price of an item goes up, it automatically becomes more costly in comparison to the other commodities that are currently available on the market. As a direct consequence of this, customers move away from the product and toward alternatives to it.
British Airways based its pricing, in general, on the perceived worth of its brand, and it strives to produce a product quality leadership plan. This is the case even if the airline has implemented a low cost formula. (www.britishairways.com 2011)
 The Executive Club is designed to reward customers for their loyalty to British Airways by providing them with double the airmiles, priority boarding, additional baggage allowance, and access to the BA lounge. Additionally, the Executive Club gives the impression that the airline's products and services are of high quality and offer excellent value. (Baye & Prince, 2016)
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Figure nr:5
Source: MarketLine
An indifference map is shown by the graph that can be seen above. Consumers experience the same degree of utility over the whole of an orange curve, also known as an indifference curve. The first price ratio is denoted by P0. This is the price of commodity B in comparison to the price of commodity A; the phrase "relative price of commodity B in terms of commodity A" refers to both concepts. At point X, the consumer begins consuming, and in the beginning, the consumer eats A1 units of A and B1 units of B.
Consider now the impact that would result from a reduction in the price of good A from P0 to P1. Because of the change in pricing, commodity B now has a price that is comparatively more costly in comparison to commodity A, while commodity A now has a price that is relatively less expensive in comparison to commodity B. The replacement effect is a method for measuring the shift in consumption that takes place while maintaining the same level of utility for the customer.
As a result, the replacement impact may be seen as a shift along the same indifference curve. It causes a shift in consumption from point X to point Y. Commodity A consumption rises from A1 to A2, whereas commodity B consumption falls from B1 to B2. Points X and Y provide the same degree of value to the customer since they are on the same indifference curve.

It is critical to understand that Y is not the end point of consumption. The customer has unused revenue at point Y, which may be utilised to boost spending. The income impact is responsible for the rise in consumption from point Y to point Z. (Sloman, et al., 2019)
The evolution of sales and profits
The previous year, Virginia revealed that it had almost quadrupled its yearly earnings, which came at the same time as British Airways disclosed a significant loss. In the twelve months leading up to February, the airline reported an increase in pre-tax earnings from £34.8 million to £68.4 million. They just announced that their sales for the quarter increased by 10% to £513 million, indicating that their company is continuing to see consistent development.
Market Share
On July 30, 2010, Virgin Atlantic said that they had increased their market share by 5% during the March to May quarter of this year since they had flown 15% more passengers in their "Upper Class" cabins. The revenue generated during the quarter increased by 10% year over year.
The progression of sales and profits
British Airways was able to put an end to its string of losses and make a comeback in the first half of this year. It has reported earnings before taxes of £158 million for the six-month period ending in September of this year. The operational profit that British Airways (BA) made during the summer quarter was £370 million, and the company's operating margin was 14.7 percent.
Nearly one-third of its sales have been made through ba.com, which accounts for 20 percent of its revenue. At the end of the previous fiscal year, the company's selling expenses were £290 million, representing a 21.4 percent decrease from the previous year's total of £369 million. (https://www.statista.com/, n.d.)
According to the definition provided in "The traditional marketplace: demand and supply," the quality of the products or services in these scenarios is lower. In conclusion, it is important to make a distinction between luxuries, requirements, and substandard products. A product or service may be considered luxurious if its income elasticity is greater than one. One might define a need as an expenditure for which the income elasticity is smaller than one. (Samuelson & Marks, 2015)




[bookmark: _Toc113294682]Conclusion

It is clear from the findings of our investigations and research that the current economic climate has had a negative impact on the aviation business. They had difficulty coping with price increases that were greater than their salaries. According to the research, BA wants to boost service innovation and consumer engagement by adopting new planes and improved services. The company uses niche-specific product advertising tactics. The suggested path wasn't well-publicized. This paper suggests digitally promoting the route.
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