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Abstract:
	The COVID-19 pandemic accelerated a structural shift in the commercial models of European premium long-haul airlines, driving an unprecedented reliance on ancillary revenue, unbundled fares, and coalition loyalty ecosystems to secure financial resilience. However, while modern retailing strategies and frameworks like the New Distribution Capability (NDC) offer clear commercial benefits, their rapid implementation creates profound friction against legacy IT infrastructure and premium customer expectations. Using Virgin Atlantic as a primary case study, this qualitative, interpretivist study evaluates the operational and strategic realities of this transition. Data was gathered via asynchronous structured questionnaires from a purposive sample of commercial managers, frontline ticketing and contact centre personnel, and a premium consumer, analysed using reflexive thematic analysis.
	The findings reveal a severe strategy-execution gap. Top-down mandates for algorithmic fare unbundling and dynamic loyalty pricing successfully generate initial yield and bypass European regulatory constraints, but they consistently erode Customer-Based Brand Equity (CBBE) by triggering perceptions of price unfairness. Crucially, the resulting friction is absorbed entirely by frontline staff. Furthermore, the operational dissonance between modern NDC booking pipelines and legacy Passenger Service Systems (PSS) causes critical servicing bottlenecks during irregular operations (IRROPS), degrading the premium service proposition. The study concludes that until airlines align their digital retailing ambitions with robust, modernised servicing capabilities, the financial gains of continuous pricing and unbundling will be heavily offset by operational inefficiency, employee burnout, and diminished long-term customer trust.
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Chapter 1
1.1 Introduction

	Commercial airlines operate on tight profit margins and are extremely vulnerable to global economic downturns such as wars, fuel price spikes, and even the weather. But the COVID-19 pandemic was completely different. Overnight, countries were closed to air travel, routes were cancelled, and there was no clear timeline for things to get back to normal. The pandemic caused a collapse in passenger numbers unlike anything the airline industry had ever seen, with global revenue passenger kilometres dropping by 65.9% in 2020 with total international demand down 75.6% (PATA, 2020; IATA, 2021). That sudden loss of income really exposed how fragile the traditional airline business model is the moment core ticket sales dry up.
	To survive and eventually rebuild, airlines had to completely rethink how they actually make money. Income streams outside the basic flight ticket—ancillary revenue—went from being a nice-to-have bonus to an absolute necessity for long-term survival. By 2024, non-ticket income like upsell/upgrade, seat selection, baggage fees, and loyalty activity had ballooned into a massive (projected) $148.4 billion pillar of airline strategy worldwide (IdeaWorksCompany, 2024).
	Low-cost carriers like Ryanair and EasyJet figured this out years ago, of course, proving that stripping back the fare and charging for extras works incredibly well. However, Ryanair and EasyJet have never positioned themselves as high end premium carriers, whereas there is an expectation that many services are included in the price with traditional full service carriers (FSC’s). The pandemic essentially forced traditional FSC’s to look at copying those same tactics just to repair their balance sheets. But working for a premium long-haul airline like Virgin Atlantic, leaning into this low-cost model creates a massive dilemma. The challenge isn't just figuring out how to generate a little bit more revenue from each booking; it’s figuring out how to do it without eroding the premium brand value, the service expectations, and the trust that passengers are actually paying for and expecting.
	Research shows customers are usually okay with paying extra as long as the fees feel fair and transparent (O’Connell and Warnock-Smith, 2013; Warnock-Smith, O’Connell and Maleki, 2015). But FSC customers naturally expect a lot more to be included from the start, particularly when travelling long-haul with a premium airline like Virgin Atlantic. 
	To make the balancing act even more difficult, European airlines play on a completely different field compared to big US carriers like Delta Air Lines, JetBlue, American Airlines etc. European carriers simply don't have the luxury of falling back on hugely lucrative co-branded credit card revenues, because the EU’s  caps on those fees (European Commission, 2020). That forces European carriers to get creative, building ancillary and loyalty setups that fit within tighter rules, whilst still making sense for their brand and modern retail systems.

	With all that in mind, this study to explores how Virgin Atlantic and similar European FSC’s are actually navigating this push for ancillary revenue post-pandemic. I set out to look at how airlines’ commercial models are having to adapt, how loyalty programmes are shifting to help build financial resilience, and how the move towards modern retail technology might help offer genuinely personalised products rather than just stripping it back to bare bones, and charging for everything outside of the ticket price. 

1.2 The research aims, objectives and questions

	The main objectives of the research are as follows: Firstly, a comprehensive review of the existing literature on airline ancillary revenue, comparing how low-cost carriers unbundle fares with the much more cautious approach premium carriers have to take. I also wanted to look at High-Speed Rail provider Eurostar for examples of how to bundle products while keeping the customer experience intact.
	Another key objective is to examine how loyalty programmes work, specifically contrasting the US models used for collateral during COVID-19 with European setups like Virgin Red that have to operate under the strict interchange fee caps. As part of that an assessment is needed also needed of the technological hurdles of modern airline retailing—specifically, the real-world friction between legacy Passenger Service Systems (PSS) and newer frameworks like IATA's New Distribution Capability (NDC). Are the ideas outpacing the technological changes needed to implement them successfully?

	Finally, my goal was to gather practical insights using a qualitative questionnaire from professionals across commercial management, frontline operations, and a customer perspective. I initially planned to to do this by conducting semi-structured interviews, but the 24/7 reality of shift work in aviation made scheduling them practically impossible. By switching to a questionnaire, I was able to gather these real-world perspectives flexibly and had greater uptake in terms of a response. Ultimately, the aim of bringing all this together is to deliver actionable recommendations for growing long-haul ancillary revenue without damaging customer trust or our premium brand identity.

1.3 Research Questions:
This study is guided by the following questions:

1. How has ancillary revenue developed for Virgin Atlantic and selected European full-service carriers since 2008, and how did the COVID-19 pandemic accelerate the move towards retail-led airline business models?
2. How do frequent flyer programmes create financial value, and how does Virgin Atlantic’s connection with Virgin Red respond to the limits placed on European loyalty revenue by interchange fee regulation?
3. What are the main risks of introducing low-cost carrier-style unbundling within a premium airline brand, and how might full-service carriers avoid weakening customer trust and brand value?
4. What limitations do legacy airline systems place on dynamic pricing and personalised offers, and how might NDC and “Offers and Orders” support modern retail?
5. What lessons can European airlines take from High-Speed Rail operators in relation to premium product bundling, customer experience and passenger satisfaction?


1.4 Significance
	This study is significant because it brings together three areas that usually get treated in isolation: commercial finance, brand management, and distribution technology. Ancillary revenue is no longer just an add on; it’s the core driving force in airline profitability and resilience.

	Most research either focuses on low-cost carriers aggressively unbundling fares or looks at the massive, credit card-backed loyalty schemes used by US airlines. There’s noticeably less research exploring how European FSC’s are supposed to build resilient non-ticket revenue under much tighter regulations. Virgin Atlantic an attractive case study for this because of their push into a broader lifestyle ecosystem through Virgin Red, offering a real-world blueprint for generating value and revenue beyond just flying.

	For an airline like Virgin Atlantic, the stakes for getting ancillary pricing, marketing, and implementation right are huge. Treading a fine line between growing margins without alienating the higher-yield passengers who pay for that illusive, almost unquantifiable ‘little bit extra’ from a premium airline. Get it wrong and customers begin to feel like basic elements of their trip that should be included are now an expensive extra, and this can be extremely damaging to a brand long term. It’s difficult to turn it around when customers start feeling like they are being ripped off. At the same time, as airlines continue to push towards modern retail frameworks like NDC and "Offers and Orders",  the tools finally exist to offer genuinely personalised bundles. But this technology shift carries its own risks around pricing transparency and trust. By gathering insights directly from the professionals managing, living, and breathing this day-to-day, I hope to offer practical strategies to navigate this transition smoothly.

1.5 The limitations
	This research is designed to be as robust as possible. However, there are some limitations to acknowledge. The main one is commercial confidentiality. Airlines are incredibly secretive about their pricing, loyalty breakage rates, and the exact profitability of individual products. Because of this, I've had to rely on public statutory filings, industry reports, and academic literature to build the financial context. 

	To fill the operational gaps those public documents leave out, I used the qualitative questionnaire. However, this brings in the issue of participant bias. Colleagues might naturally frame strategy in a positive light, or self-censor because of commercial sensitivities. To keep things objective, I’ve made sure to cross-check their answers against secondary data and established academic theory.

	Strategically, the scope of this project is deliberately narrow, focusing on Virgin Atlantic and European full-service carriers, as such, the findings won't apply to budget airlines or state-owned carriers. 
	Finally, airline technology is moving incredibly fast right now. While specific IT capabilities might evolve quickly before this is published, the core tension between revenue growth, customer trust, and brand protection will remain relevant.

1.6 The structural outline
The dissertation is broken down into the following six chapters:

 Chapter One: Introduction – outlines the shift towards ancillary revenue post-COVID, the main research problem, and the project's aims and limitations.

 Chapter Two: Literature Review – looks at how non-ticket revenue has evolved, comparing low-cost unbundling against premium strategies, evaluating loyalty programme finances, and looking at lessons from high-speed rail and modern retail technology.

Chapter Three: Methodology – explains the qualitative approach and detailing why I used a questionnaire as opposed to in person interviews with industry professionals, alongside the ethical considerations and how I analysed the data.

Chapter Four: Findings and Analysis – pulls together the questionnaire responses to show how Virgin Atlantic and its European peers are actually executing these commercial strategies in the real world. 

Chapter Five: Discussion – links those findings back to the literature, questioning whether European carriers are genuinely managing to balance financial resilience with protecting their premium brand.

Chapter Six: Conclusion – wraps up the research, directly answers the core questions, and offers actionable recommendations for Virgin Atlantic, as well as suggesting areas for future study.
 
 




Chapter 2: Literature Review
2.1 Introduction: the changing airline commercial model
 
	Over the past two decades, the global airline industry has fundamentally restructured its commercial model. The traditional, fully bundled fare has increasingly given way to modern retail strategies, where passengers build their journey through selected products and services. While ancillary revenue was initially pioneered by low-cost and ultra-low-cost carriers, it has matured into a critical pillar of profitability and financial resilience across the entire sector.
	Despite this industry-wide shift, the academic literature remains disproportionately focused on two distinct models: low-cost carriers, who were the early adopters of unbundling, and North American full-service airlines, whose massive co-branded credit card partnerships generate vast financial value. This creates a noticeable gap regarding European FSC’s, particularly premium long-haul operators like Virgin Atlantic.
            European airlines navigate a more restrictive commercial environment. The EU’s Interchange Fee Regulation restricts the profitability of co-branded loyalty cards, denying European carriers the exact same high-margin loyalty models enjoyed by their US counterparts (European Commission, 2019). Consequently, premium long-haul airlines face a complex balancing act: they must drive non-ticket revenue aggressively enough to remain competitive, without eroding the customer trust and brand equity that underpins their premium positioning.
	This chapter critically reviews the literature surrounding this balancing act. It traces the evolution of ancillary revenue and the financial capability of frequent flyer programmes, alongside the regulatory issues shaping the European landscape. It then explores the balancing act of revenue maximisation and brand protection, before evaluating the technological constraints of legacy PSS and the shift towards IATA’s modern retail standards by 2030. Finally, it draws comparative lessons from high-speed rail operator, Eurostar, regarding premium product design and customer experience.
 
2.2 The development of ancillary revenue definition and composition, 2008–2024
 
	While it’s difficult to pinpoint exactly when the shift towards reliance on ancillary revenue began, the 2008 global financial crisis certainly accelerated it (Maxim, 2012). Amid shifting fuel costs, reduced passenger demand, and substantial industry losses, established network carriers had to reduce their dependence on basic ticket revenue.
	At the time, low-cost carriers were already proving the viability of à la carte pricing in Europe, successfully keeping headline fares low to dominate price comparison engines while driving margins through optional extras like baggage and priority boarding (Wittmer, A. et al, 2012).
            Initially, FSC's were hesitant to unbundle, fearing it would dilute their premium service proposition and damage customer expectations. However, as the financial imperative grew, the definition of ancillary revenue— which for the purposes of this research is defined as income generated beyond the direct flight ticket—began to expand (Mumbower, S., et al, 2022). O’Connell and Warnock-Smith (2013) broke this down into à la carte products, commission-based sales, and frequent flyer activity, while later research mapped its evolution into broader travel ecosystems encompassing insurance, hotels, and airport services.
            Between 2008 and 2024, European legacy carriers incrementally introduced flexible fare structures, such as Virgin Atlantic’s "Economy Light", which allowed them to compete with low-cost rivals on base price while upselling higher-yield bundles to those wanting more flexibility. As noted earlier, the scale of this shift appears in recent industry figures, which estimate global ancillary revenue at roughly $148.4 billion for 2024—confirming it as a central commercial approach rather than a minor extra.
            The COVID-19 pandemic acted as the final catalyst, violently accelerating this trend as airlines scrambled to rebuild revenue. For European groups, this resulted in a diversified ancillary mix, contrasting sharply with the credit-card-heavy US model. For Virgin Atlantic, recovery necessitated agility across both non-passenger and digital channels. This included leveraging available aircraft for cargo-only operations—generating £319 million in 2020—and, more recently, investing in modern retail capabilities (Virgin Atlantic, 2021).
	Partnerships with platforms like Omnevo aim to consolidate duty-free e-commerce, meal pre-ordering, and loyalty redemptions into a single, seamless digital journey (Omnevo, 2025). Crucially, this signifies a strategic pivot from purely extractive unbundling (charging for previously included items) towards genuine value-added retailing, which is essential for protecting the integrity of a premium brand.
 
 
 
 
2.3 Academic frameworks for valuing frequent flyer programmes
 
            The first frequent flyer programmes (FFPs) launched in the late 1970s as marketing mechanisms to drive repeat business (Loyalty & Reward Co, 2024). Modern day FFPs have structurally transformed into independent profit centres. Modern loyalty programmes often operate as high-margin B2B enterprises, primarily generating revenue by selling miles or points to banks, retailers, and other commercial partners (Gao, 2020; Lee-Anant, 2022).
            The COVID-19 pandemic threw the financial weight of these programmes into focus. The USA’s ban on most foreign passengers entering the country caused a huge problem for Virgin Atlantic. Approximately 75-80% of Virgin’s flights are to the USA. When Virgin’s core passenger operations ground to a halt, they, along with multiple airlines, leveraged their FFPs as collateral to secure emergency debt financing, definitively proving that loyalty databases are highly liquid financial assets (Gao, 2024; ACC Aviation, 2020; 2024; American Airlines, 2021).
            However, valuing these programmes academically and commercially presents a challenge. Yi Gao (2020) suggests valuing a loyalty currency by benchmarking the required miles for a reward against its open-market cash equivalent. This is increasingly complex as loyalty ecosystems move beyond simple flight redemptions into wider travel, shopping, and experiential awards. You can get a flight from London to New York for 6,000 points, or you can also get a £30 Miller & Carter gift voucher (Virgin Atlantic, 2026; Virgin Red, 2026). It’s difficult to make a straight comparison in value of those two purchases. However, from an airline finance perspective, the true value lies in cash flow and liability management. When airlines sell points to third-party partners, they generate immediate cash. However, under accounting standards like IFRS 15, the airline must defer a portion of this revenue as a liability until the points are actually redeemed (ACCA, 2018; Virgin Atlantic, 2021).
            The profitability of an FFP therefore hinges on the spread between the price at which points are sold to partners and the internal cost of fulfilling the eventual reward, heavily subsidised by "breakage" (points that expire or are never used). For FSCs, mastering this financial mechanic is critical. But as established, the scale at which airlines can exploit this model depends heavily on regional banking regulations, forcing European carriers to engineer different loyalty architectures than their US peers.
 
2.4 Virgin Atlantic’s coalition loyalty model and financial resilience
 
            The financial power of loyalty assets was demonstrated during Virgin Atlantic’s restructuring at the height of the pandemic. Facing a near-total collapse in passenger volumes in 2020, the airline avoided insolvency through a £1.2 billion solvent recapitalisation under Part 26A of the UK Companies Act (Ashfords, 2020; Virgin Atlantic, 202). Crucially, the airline’s loyalty programme and its associated intellectual property were successfully used as collateral to secure £170 million in new debt financing from Davidson Kempner (Houlihan Lokey, 2020; Virgin Atlantic, 2020a). This proved that even when aircraft are grounded, the loyalty ecosystem can sustain corporate liquidity.
            Virgin Atlantic’s approach to loyalty is structurally distinct from traditional legacy FFPs because of its integration with Virgin Red (Liu, Y., et al, 2026). While Flying Club remains the airline-facing tier programme—managing status and flight-related benefits—Virgin Points operate within the wider Virgin Red coalition (Head for Points, 2025; The Points Guy, 2024). Guo et al. (2023) note that coalition loyalty models expand earning and burning opportunities, significantly driving customer engagement across a wider network of partners (Capizzi et al., 2004; Li, C., et al., 2025).
            For a European airline constrained by interchange fee caps, this coalition structure is a necessity. By capturing everyday lifestyle and retail spending across the Virgin Group and its partners, Virgin Atlantic can issue points and generate cash flow without relying on the massive co-branded credit card revenues that dominate the US market. This diversifies revenue and keeps the loyalty ecosystem highly active, even during periods of suppressed travel demand.
	However, operating a coalition model requires careful yield management to protect the perceived value of the currency. This tension was evident in Virgin Atlantic’s 2024 decision to overhaul its reward seat availability (Virgin Atlantic, 2024). By moving towards dynamic pricing—where members can use points for any seat on the aircraft, rather than fighting for limited "reward" inventory—the airline improved the utility of the programme. Yet, dynamic pricing also means high-demand flights cost substantially more points. Managing this balance is the central challenge of using loyalty for long-term financial resilience.
 
2.5 European regulatory constraints: the interchange fee cap
            
	As shown across this study, the main difference between US and European airline loyalty approaches arises from regulatory constraints.
	The EU’s 2015 Interchange Fee Regulation structurally altered the economics of consumer credit cards by capping interchange fees at 0.3% for credit transactions and 0.2% for debit (European Commission, 2019). Historically, these fees bankrolled the generous reward structures of co-branded airline credit cards (Zhao, N., et al., 2019).
	By capping these fees, the regulation effectively stripped European carriers of the ability to replicate the highly lucrative, credit-card-dominant loyalty models utilised by major North American airlines. Policy reviews by Bird and Bird (2018) and Copenhagen Economics (2020) confirmed that the fee caps ‘fundamentally eroded the profitability of reward-based financial products’. Rulings by the Court of Justice of the European Union (2018) confirmed that these rules can extend to certain three-party card schemes, impacting premium products like American Express, which airlines have historically relied upon.
	This legislative environment forces European full-service carriers to pivot. Virgin Red's broad lifestyle coalition is a direct strategic response to this constraint, generating loyalty engagement through everyday retail partnerships rather than relying purely on interchange-funded rewards. As a result, European carriers must rely more on additional revenue sources—including branded fares, seat selection, and priority services—to close the commercial gap.
 
2.6 European competitor strategies: Avios ecosystems and sustainability premiums
 
	While Virgin Red offers a distinct coalition model, understanding the broader European response to the interchange fee cap requires examining how competing legacy groups have structured their non-ticket portfolios. The most direct comparison is International Airlines Group (IAG) and its Avios ecosystem. Unlike Virgin Points, which connect a single airline to a wider lifestyle brand, Avios operates as a shared currency across British Airways, Iberia, Aer Lingus, Vueling, and Qatar Airways.
	From a financial perspective, IAG Loyalty acts less like a traditional frequent flyer programme and more like an independent central bank issuing a fiat currency. By scaling Avios across multiple airlines and vast retail partnerships (including everyday spending channels like Nectar and Uber in the UK), IAG creates massive transactional volume that offsets the margin lost to European credit card fee caps. The literature suggests that multi-partner coalition programmes of this scale benefit from network effects; the currency becomes more valuable to the consumer precisely because it is ubiquitous, which in turn allows the loyalty programme to negotiate stronger rates when selling points to B2B partners.
	Conversely, the Lufthansa Group provides a prime example of driving premium ancillary revenue through product innovation rather than just loyalty ecosystems. Their introduction of "Green Fares" represents a completely new frontier of upselling, rooted in corporate social responsibility (CSR) (Lufthansa, 2023). Rather than charging for physical comfort or luggage, these fares embed the cost of Sustainable Aviation Fuel (SAF) and carbon offsets directly into the ticket price. 
	Academic research on consumer willingness to pay for sustainability in aviation has historically shown a gap between what passengers say they want and what they will fund (Cordes et al., 2024). However, Lufthansa’s model successfully targets two specific demographics: corporate clients bound by strict ESG (Environmental, Social, and Governance) reporting requirements, and a growing segment of climate-conscious premium leisure travellers. By packaging sustainability as an ancillary upgrade, European carriers can generate margin on CSR initiatives without relying purely on punitive unbundling.
 
 
2.7 Premium brand erosion and revenue maximisation: the “Economy light” dilemma
 
         Another answer to the lower credit card revenue is bundling fares. Virgin Atlantic’s Economy cabin is divided in three, “Economy Light”, “Economy Classic”, and “Economy Delight” to drive yield; customers now have to pay for checked baggage or extra leg room. However, for a premium long-haul carrier, aggressive unbundling poses a severe risk to Customer-Based Brand Equity (CBBE) (Wong, P, 2018). 
            Keller (1993) and Aaker (1991, 1996) emphasise that brand equity relies on customer knowledge, perceived quality, and deep-seated brand associations. Premium airline brands are built on the promise of a complete, high-quality service experience. When an airline strips out elements that passengers historically viewed as part of the core fare—such as baggage or seat selection—and resells them, it triggers issues around perceived price fairness (Bolton, Warlop and Alba, 2003). Passengers are highly sensitive to these changes; their acceptance of ancillary charges depends entirely on whether the fees feel transparent and genuinely optional, rather than a punitive removal of expected value. For a brand like Virgin Atlantic, which trades heavily on a distinctive, service-led experience, leaning too closely to a low-cost model risks destroying the exact premium positioning that attracts higher-yield customers.
            Yet, the literature reveals that unbundled fare classes can be highly effective if deployed strategically as choice architecture, rather than purely as a fee-generation tool. Drawing on the "compromise effect" (Simonson,1989; Dhar and Simonson, 2003), consumers instinctively avoid the most restrictive and most expensive options, gravitating toward a balanced middle. In this context, a stripped-back Economy Light ticket serves as a powerful entry-level anchor on price comparison sites, ultimately designed to push the customer to trade up to standard Economy or Premium Economy.
            Therefore, for a carrier like Virgin with a strong premium product mix, the commercial value of Economy Light lies more in its ability to steer passengers toward the higher-yield products that align with the brand's premium identity. If handled transparently, this approach protects the customer experience while actively supporting stronger margins.

2.8 Consumer psychology and the behavioural economics of unbundling
            The transition toward heavily unbundled fare structures cannot be fully understood through revenue accounting alone; it is fundamentally an exercise in behavioural economics. When FSCs strip previously included services from the base fare, they trigger complex psychological responses. Kahneman and Tversky’s (1979) Prospect Theory, particularly the concept of loss aversion, is highly relevant here. The theory dictates that consumers experience the pain of a financial loss much more acutely than the pleasure of an equivalent gain.
            When an airline introduces an “Economy Light” or “Basic Economy” fare by removing a checked bag or seat selection, the passenger does not always frame this as a "discounted ticket" psychologically. Instead, because of their historical expectations of that particular brand, they frame it as a loss of a guaranteed service. This is why aggressive unbundling often generates negativity from consumers towards a brand. 
	In addition to this, the practice of "drip pricing"—where a low headline fare is gradually inflated by incremental fees during the booking flow—routinely frustrates consumers (Robbert and Roth, 2014; Rupp, 2023). Although drip pricing effectively draws price-sensitive users via price comparison sites or google, behavioural studies suggest it can annoy consumers, lowering post-purchase satisfaction and weakening long-term loyalty (Rupp, 2023; Santana et al, 2020).
            Service failures can also feed that consumer frustration. The "service recovery paradox" suggests that a well-handled disruption can sometimes leave a customer more loyal than if the failure had never occurred (De Ruyter and Wetzels, 2000). However, unbundling radically alters this dynamic. If a passenger has paid a specific, itemised £50 fee for an extra-legroom seat, and an aircraft swap deprives them of that seat, the resulting anger is significantly sharper than if the seat had simply been assigned for free. The airline has caused a service failure that wouldn’t otherwise exist. 
            This dynamic is further complicated by the post-pandemic shift toward "premium leisure" travel. With traditional corporate travel volumes recovering slowly, airlines are increasingly reliant on affluent leisure passengers. This demographic is highly willing to purchase premium ancillaries, but they are spending their own disposable income rather than a corporate budget (Şahin et al, 2026). This means that their expectations for transparency, value, and delivery of those purchased ancillaries are high, making the psychological impact of drip pricing and service failures far more damaging to the brand.
 
2.9 Strategic lessons from adjacent transport and hospitality sectors
 
            The tension between revenue maximisation and customer trust is not unique to aviation. Premium airlines can draw vital strategic lessons from adjacent transport and hospitality sectors that have already navigated these exact pricing dilemmas.
	The high-speed rail operator Eurostar offers a masterclass in premium product design (Dobruszkes and Given, 2013). Eurostar faces direct competition for short haul travel between the UK and Western Europe (Pagliara, 2012).  Instead of aggressive fare unbundling, Eurostar utilises a tiered class structure (Standard, Standard Premier, Business Premier) that maintains a respectful baseline service, including standard luggage allowances (Eurostar, 2026). Perhaps the main lesson for long-haul aviation is that premium revenue can be effectively generated through value-add upselling. Offering lounge access, superior dining, and enhanced flexibility for an additional fee, rather than penalising “Basic Economy”passengers by removing perceived necessities. Upselling in Eurostar’s case feel like an optional, exciting, enhancement to the journey, not a fee for basic comfort.
            The hospitality sector provides an equally important lesson, particularly regarding loyalty and the limits of drip pricing. Global hotel chains like Marriott and Hilton have successfully operated massive, asset-light coalition loyalty programmes for years, mastering the art of lifestyle partnerships. However, the hotel industry also offers a stark regulatory warning regarding ancillary fees. The widespread deployment of mandatory "resort fees" or "destination fees" in the US and Europe—where hotels exclude fixed costs from the headline room rate to appear cheaper on search engines—has triggered massive consumer backlash and intense regulatory scrutiny from bodies like the Federal Trade Commission (FTC, 2017). Law changes have forced hotels and package holiday providers to be more transparent while advertising their prices. 
            For airlines, the hotel sector's resort fee crisis is a warning. If modern retail strategies and AI-driven pricing algorithms push unbundling too far, blurring the line between optional ancillaries and hidden mandatory costs, it will inevitably invite regulatory intervention. FSCs must therefore ensure that their modern retail environments prioritise genuine choice architecture over deceptive pricing practices.
 
 




 
2.10 The operational friction of modern retail: IROPS and transaction cost economics
 
           One of the other barriers to the industry’s modern retail ambitions is not consumer demand, but sheer operational friction. The shift from traditional ticketing toward IATA’s New Distribution Capability (NDC) and "Offers and Orders" can be analysed through the lens of Transaction Cost Economics (TCE). Airlines are heavily incentivised to push NDC to bypass the high distribution fees charged by legacy Global Distribution Systems (GDS) like Amadeus and Sabre, whilst reclaiming ownership of the customer data.
            However, retailing an ancillary product is different to servicing it. The inadequacies of NDC and modern airline retailing when it comes to servicing bookings with ancillaries  is no more apparent than during Irregular Operations (IROPS). Legacy Passenger Service Systems (PSS), despite relying on archaic EDIFACT messaging, are robust when things go wrong (Abdelghany and Abdelghany, 2026). During mass disruption events such as a severe weather, airport closures, or delays causing missed connections, traditional systems allow ticketing and operations control teams to rapidly execute involuntary (INVOL) re-accommodations, reissue tickets, and sync immediately with airport Departure Control Systems (DCS).
            Order-based systems currently struggle to match this operational resilience. The primary friction point of NDC implementation is post-booking servicing. When an itinerary containing ancillary purchases like pre-ordered meals, seat assignments, extra baggage etc is disrupted, passing those exact entitlements seamlessly over to a new flight, or a partner airline, often doesn’t work. This causes extra frustration for customers and creates workload and friction for front line staff. The front line staff are the ones who also bare the brunt of the customer’s complaints despite not having any control over the disruption or the technology.
            For a premium carrier, commercial strategy cannot be decoupled from ground operations and the financial benefits of retailing dynamic, personalised offers are instantly negated if the airline cannot fulfil those offers during a schedule change. If the underlying technology fragments the customer experience the moment a booking needs to be amended, the modern retail strategy will ultimately fail. As such, the successful evolution of airline ancillary revenue depends as much on the operational resilience of the ticketing architecture as it does on the commercial appeal of the product itself.
 
 
 



2.11 Technological constraints: NDC, legacy systems and dynamic pricing
            
            The industry’s shift from traditional ticketing to modern digital retailing is severely bottlenecked by legacy technology (Gaur, 2026). As mentioned in the previous section, legacy airlines remain anchored to older PSS and EDIFACT messaging, which simply lack the architecture to manage dynamic, personalised product bundles across multiple sales channels. IATA’s New Distribution Capability (NDC) and the broader “Offers and Orders” framework are explicitly designed to dismantle this outdated infrastructure, theoretically allowing airlines to retail rich content with the agility of a modern e-commerce platform (Touraine, 2021).
            However, integrating these standards involves compromises and a lot of operational difficulty. For Virgin Atlantic, whose core PSS is housed on the AIR4 platform alongside Delta, building NDC capability requires navigating complex system alignments (Aviator, 2015). Almost every stage of the booking process - from initial booking to cancelling/refunding - is managed on a different background system. In a world where customers expect things to happen quickly, a lot of manual workarounds that require human input can cause an erosion of trust in the brand. This is why long term, a switch to the modern retailing framework is attractive and likely to be beneficial to the industry as a whole. 
 
2.12 AI pricing, personalisation and fairness
 
            Alongside distribution system upgrades, airlines are increasingly turning to artificial intelligence to optimise yield and drive ancillary uptake. An example of this is Virgin Atlantic’s partnership with Fetcherr which utilisises AI to model market conditions and execute rapid, automated fare adjustments far beyond the capabilities of traditional fare-class structures (PhocusWire, 2023).
            While algorithmic dynamic pricing based on demand is standard practice, crossing the line into individualised, personalised pricing introduces severe commercial and reputational risks. Regulatory bodies are increasingly scrutinising what the Federal Trade Commission terms "surveillance pricing"—altering fares based on an individual's browsing history, device data, or loyalty profile. In Europe, this directly intersects with strict GDPR protections regarding automated profiling and decision-making. From a brand perspective, if premium passengers suspect the airline is weaponising their loyalty data to extract higher fares, the resulting erosion of trust will rapidly eclipse any short-term revenue gains. AI must be deployed to enhance product relevance and operational efficiency, not simply as a tool for aggressive price extraction.
 
2.13 Conclusion
            The literature confirms that ancillary revenue has evolved from purely a low-cost carrier tactic into the commercial bedrock of the wider aviation sector. However, as the industry becomes increasingly reliant on the "premium leisure" demographic, the academic focus has shifted from simple revenue accounting toward the behavioural economics of pricing. Aggressive unbundling and "drip pricing" strategies trigger acute loss aversion, demonstrating that extracting short-term fees can inflict long-term damage on CBBE if passengers feel core services are no longer included without fee.
            For European FSCs, this psychological balancing act is compounded by structural disadvantages. Handicapped by the EU Interchange Fee Regulation, they cannot rely on the highly lucrative, credit-card-driven loyalty models that insulate major North American airlines. This means that European legacy groups are diversifying their commercial architecture in distinct ways. While IAG relies on the sheer macroeconomic scale of its shared Avios ecosystem, and Lufthansa pilots CSR-driven upselling through "Green Fares," Virgin Atlantic is building corporate resilience through the broad retail and lifestyle coalition of Virgin Red.
            As these carriers push for alternative revenue streams, they must learn strategic lessons from adjacent sectors. The widespread consumer and regulatory backlash against hotel "resort fees" serves as a stark reminder of the dangers of deceptive pricing, while high-speed rail operators like Eurostar prove that additional revenue can be generated through genuine value-adding upselling rather than service removal. For airlines navigating the “Economy Light/Basic Economy" dilemma, unbundling must be executed as intelligent choice architecture—steering customers toward upgrades—rather than aggressive cost-cutting.
            Ultimately, this next phase of commercial growth for the industry depends entirely on overcoming legacy technological constraints. Transitioning to NDC, Offers and Orders, and AI-driven pricing is a commercial necessity, but it introduces severe operational vulnerabilities. As the literature on TCE and IROPS reveals, the financial benefits of retailing dynamic, personalised offers can be negated if the technology cannot fully service those bookings during disruption. The successful evolution of premium airline ancillary revenue requires a strategy where commercial ambition is perfectly matched by ticketing and operational resilience.
 
Chapter 3: Methodology
3.1 Introduction

	The literature review shows that retail-focused airline models based on ancillary revenue and dynamic loyalty pricing can create tensions between revenue maximisation, legacy technology, and brand perception. Current research predominantly focuses on low-cost carriers and US airlines.

	To address this gap, and to fulfil the aim of evaluating the strategic development of ancillary and loyalty models at European FSCs like Virgin Atlantic, this study adopts a qualitative, interpretivist research design. Securing granular financial data regarding ancillary profit, pricing algorithm data, or route-specific profitability is unfeasible, as these figures represent highly guarded, commercially sensitive assets. Instead, the research methodology is designed to capture the nuanced, cross-functional perspectives of the personnel responsible for designing and servicing the airline’s retail propositions, alongside a baseline customer perspective.
	Primary data was gathered utilising a structured questionnaire completed by a sample of eight participants. To generate a comprehensive evaluation of the research proposition, this sample encompasses three distinct vantage points: frontline operational staff (three participants), commercial and strategic management (four participants), and the customer experience (one participant). This structure provides an illuminating comparison between top-down strategic intent, ground-level operational reality, and baseline consumer perception.

3.2 Research Philosophy and Approach
	In determining the methodological framework for this study, the research design was guided by the epistemological and ontological assumptions that shape the knowledge under examination (Saunders, Lewis and Thornhill, 2019).
	The study explicitly rejects a positivist philosophy. Positivism, which assumes a singular, objective reality that can be measured and reduced to law-like generalisations, is highly effective for quantitative yield-management studies or algorithmic efficiency testing. However, it is fundamentally ill-equipped to address the subjective, deeply human phenomena at the core of this dissertation: the psychological perception of price fairness, the degradation of brand equity, and the daily operational friction experienced by frontline airline personnel.
	As a result, this research adopts an interpretivist epistemological stance. Interpretivism posits that reality is socially constructed and complex, requiring the researcher to understand the subjective meanings that individuals attribute to their environments and actions (Creswell and Poth, 2018). 		Within the context of airline commercial strategy, an unbundled “Economy Light/Basic Economy” fare is not just a low fare price point; it is a product that is interpreted entirely differently by a revenue management algorithm, a customer-care service or customer agent handling a grievance, and a passenger feeling penalised at the check in desk. Interpretivism allows the research to capture these three different realities and explore the friction generated when strategic intent collides with frontline implementation, and customer expectations.

	In strict alignment with the interpretivist paradigm, the methodology explicitly acknowledges my proximity as ‘the researcher’ to the research subject matter. I have held leadership, front line, and operational positions within the airline’s customer centre and global ticketing operations. I have also been a customer.  Rather than falsifying a detachment, this insider perspective serves as an important analytical lens. Grounded in direct operational exposure to legacy passenger service systems—such as AXIS, VSTerm, TBox etc, this gives a highly nuanced understanding of practices and issues discussed by the participants. When respondents describe the servicing friction associated with technology or the complexities of passenger re-accommodation during IROPs, the researcher’s background gives a contextually accurate interpretation of the data that an external observer might lack (Costley, Elliott and Gibbs, 2010).

	Flowing from this interpretivist philosophy, the study employs an inductive research approach. Rather than formulating rigid, predefined hypotheses to test against a dataset (a deductive approach), the research begins with the collection of rich, qualitative data from the sample. Through systematic thematic analysis, the study observes specific patterns and operational challenges within the primary data, progressively building upward to formulate broader strategic conclusions regarding premium airline retailing, brand preservation, and technological integration.

3.3 Research Design and the Asynchronous Qualitative Method

	An asynchronous qualitative questionnaire was selected for this study instead of traditional face-to-face or video interviews. While semi-structured interviews are traditionally viewed as the standard vehicle for qualitative inquiry (Gubrium et al, 2012), unfortunately, the realities of conducting research within the aviation sector necessitated a highly adaptable approach (Braun, Clarke and Gray, 2017). Initial intentions to conduct interviews were revised when it became evident that operational constraints would severely restrict participation.
	The primary rationale shift was operational accessibility. Airlines operate on a relentless 24/7 schedule. Frontline contact centre staff and ticketing specialists work rigid, rotating shift patterns, whilst management and commercial teams are frequently unavailable for operational reasons. 			Securing uninterrupted, hour-long slots for interviews proved impossible. Transitioning to a questionnaire removed this barrier, allowing participants to engage with the research in their own time around their shift patterns (James, 2016). Without this flexibility, securing participation from frontline staff and management would have been almost impossible.
	It is acknowledged that the questionnaire format introduces specific compromises. The absence of real-time conversation prevents the opportunity to probe interesting statements further, and removes the opportunity for immediate, organic follow-up questioning. That being said, the research subject matter is inherently complex and highly technical. The questionnaire format afforded participants the necessary time for reflection, enabling them to articulate considered, detailed responses without the pressure of having to respond verbally immediately during interviews (Gibson, 2020). As a result, the depth of technical insight captured in the responses offset the loss of organic follow up questions. Significantly, the responses, while coming from very different perspectives of the operation and customer journey, all generated similar themes. 
	Commercial sensitivity heavily influenced the methodological design. Discussing internal revenue targets, pricing strategies, or the technological failures that occur during IROPS can generate a sense of vulnerability among employees. The written format provided a degree of psychological safety that is often absent in recorded, face-to-face environments (Meho, 2006). This separation proved effective in generating candid responses, particularly from frontline agents.
	The research instrument was structured directly around the five primary research questions, utilising open-ended prompts to facilitate detailed answers. 

3.4 Purposive Sampling Strategy and Participant Selection
	In alignment with the qualitative nature of the study, a purposive sampling strategy was deployed. Purposive sampling forgoes randomisation in favour of deliberately selecting participants who possess direct, experiential knowledge of the subject matter under investigation (Patton, 2015; Hoeber et all, 2017). Given the study’s focus on airline retailing, legacy technology, and commercial strategy, random sampling could have yielded irrelevant data. Meaningful insights required participants with knowledge of the frontline systems and issues. 
	Ultimately, responses were gathered from a sample of eight participants. The participants were strategically selected to encompass three distinct vantage points, facilitating an analysis of how high-level commercial strategies materialise at the operational level and are perceived by the end consumer:
Commercial and Strategic Management (4 participants): 
This group comprised individuals responsible for the planning, management, and strategic direction of airline retail and loyalty programmes. Their inclusion was critical for mapping the macro-level business rationale driving unbundling initiatives, NDC deployment, and coalition loyalty expansion.



Frontline Operational Staff (3 participants): 
This cohort consisted of personnel stationed directly within contact centres and global ticketing operations. Utilising the researcher’s embedded position within Virgin Atlantic, frontline staff of varying experience were recruited to articulate the daily operational realities of these commercial strategies. Their testimonies provided a vital counterbalance to the management perspective, distinctly highlighting the technological friction that occurs when legacy PSS architecture is forced to service modern, unbundled fares during operational disruptions.

Consumer/Customer View (1 participant): 
A frequent long-haul passenger was included to provide an external perspective. While a single consumer cannot statistically represent the entire customer base (a noted limitation of the sample) this inclusion served to ground the internal strategic data, illustrating how airline pricing and retail strategies are psychologically framed and experienced by the end user.

	While a sample size of eight is unviable for quantitative or statistical generalisation, qualitative inquiry prioritises contextual depth over sheer volume of responses. Methodological literature indicates that data saturation, the point at which no new data emerges can be achieved with as few as six highly knowledgeable participants (Guest, Bunce and Johnson, 2006; Malterud et al, 2016; Roberts et al, 2026)). Because the questionnaire demanded highly specific, operational examples, the goal was that these eight responses generated sufficient depth to thoroughly address the research questions.

	Participants were recruited via internal professional networks. Prospective respondents were provided with a comprehensive participant information sheet detailing the study's aims and explicitly confirming the voluntary nature of their involvement. Prior to data collection, explicit, informed consent was secured, alongside the reassurance that participants retained the right to withdraw from the study at any point. All participants signed and returned a consent form. 

3.5 Data Analysis Strategy: Reflexive Thematic Analysis
	The qualitative data generated by the questionnaire was was analysed via Reflexive Thematic Analysis, adhering to the six-phase framework established by Braun and Clarke (2022)(Terry and Hayfield, 2020). This method was selected for its flexibility and efficacy in identifying and analysing overarching patterns across distinct participant cohorts (Braun and Clarke, 2012; Xu, 2026). 				
	Alternative frameworks, such as grounded theory or discourse analysis, were too rigid and would not have worked for a written questionnaire. In contrast, thematic analysis provided a robust mechanism for comparing and contrasting commercial intent against operational reality.

	The analytical process commenced with rigorous data familiarisation. Given the researcher’s embedded proximity to airline operations, this phase required a high degree of preparation. To reduce the risk of projecting personal operational opinion onto the data, distance was maintained, ensuring interpretations were strictly grounded in the participants' explicit testimonies rather than the 
The researcher’s (my) professional assumptions and opinions.
	The data was then coded (appendix 1). This process sought to isolate the precise tensions existing between commercial objectives and technological capabilities. For example, participant references to legacy systems and booking interfaces were not merely coded as software tools; they were categorised as operational friction points where modern retail strategies structurally fail during schedule disruptions.  Management responses were also coded around strategic imperatives, such as yield protection and loyalty cost management.
	These coding was then aggregated in to broader themes. This involved mapping the strategic ambitions articulated by commercial managers against the systemic realities detailed by frontline staff, highlighting areas of alignment and, more critically, where ambition and reality weren’t quite aligned. These initial themes were then reviewed and refined to ensure they accurately reflected the data, and directly addressed the primary research questions.
	These themes formed the core structure of the findings They encompassed things like consumer resistance to Economy Light/Basic Economy products, the stabilising financial impact of loyalty coalitions, and the daily friction caused by legacy IT architecture. The final phase involved synthesising this data into the findings chapter, using direct participant quotations to support the academic arguments and base the analysis in lived experience of frontline operational realities (hen wood et all, 2019).

3.6 Ethical Considerations and Data Governance
	All primary research activities were carried out in accordance with the ethical guidelines and governance frameworks set by the University of Wales Trinity Saint David. Prior to data collection, formal ethical approval was secured, ensuring the research design adequately protected participant welfare, maintained data integrity, and protected the complex commercial sensitivities inherent in the aviation sector (Bell, Bryman and Harley, 2019).
	The primary ethical consideration involved managing the researcher's dual role as both an academic investigator and an employee at Virgin Atlantic (Hannah, 2019). While insider research provides access and contextual awareness, it also introduces risks of bias, undue influence, and the complication of workplace hierarchies (Costley, Elliott and Gibbs, 2010). To mitigate these risks, participation was voluntary. Participants were supplied with a detailed information sheet outlining the project’s scope and explicitly confirming that withdrawal from the study would carry no professional repercussions. To prevent any perception of coercion among immediate colleagues or adjacent departments, the research was completed outside of the researchers day to day role. 
	Participant anonymity was important, particularly given the sensitive nature of the subject matter, which encompassed internal system failures, pricing strategies, and the operational limitations of NDC. To protect participants identities and eliminate professional risk to the respondents, real names and specific job titles were redacted. Instead, broad identifiers (e.g., "Frontline Participant A" or "Commercial Manager B") were utilised throughout the subsequent findings. In highly specialised operational departments, redacting exact roles is the only effective mechanism to prevent deductive disclosure (Saunders, Lewis and Thornhill, 2019).

Data protection was executed in strict compliance with UK GDPR frameworks. All questionnaire data was stored on a secure, password-protected, and encrypted personal drive accessible exclusively to the researcher. To maintain absolute separation, no research data was hosted on the airline’s internal shared drives or corporate networks.
	Finally, a lot of care was taken to exclude commercially sensitive information from the study. While the research scrutinises genuine operational and retail dynamics, highly classified data such as exact figures, private financial targets, and unannounced strategic moves were purposefully left out. The objective remained the critical analysis of broader operational and systems realities, rather than the disclosure of proprietary trade secrets.



3.7 Conclusion

	In summary, this chapter has outlined the qualitative framework employed to address the specific gaps identified in the literature review. By adopting an interpretivist stance, the research design moves beyond the constraints of quantitative revenue accounting to examine the lived realities of modern airline retailing. It captures the friction between high level commercial strategy and ground-level operational execution.
	The implementation of a written questionnaire was a necessary adaptation, designed to bypass scheduling constraints of a 24/7 aviation environment. While this approach sacrificed real-time observational dialogue, it successfully enabled the collection of detailed, reflective data from a purposive sample of eight individuals. By bringing together the perspectives of commercial management, frontline operational staff, and the end consumer, the methodology established a balanced, multi-dimensional view of the airline’s commercial objectives.
	The application of Braun and Clarke’s (2006) Reflexive Thematic Analysis provided a mechanism for processing the qualitative data, enabling the identification of structural tensions within the business. Supported by ethical safeguards and data protection protocols designed to protect anonymity and commercial sensitivity, this methodological framework provides a robust foundation for the study. 
	Having established this structural approach, the findings will be presented in chapter 4, analysing the ongoing operational friction between revenue maximisation, legacy technology infrastructure, and the preservation of premium brand equity.




Chapter 4: Findings
4.1 Introduction
	This chapter looks at what the analysis of the data actually revealed. The main goal of the research was to look at how ancillary sales, FFPs, and modern retail technology are evolving in long-haul airlines, focusing specifically on Virgin Atlantic. The findings come directly from the written questionnaires completed by the eight participants. By bringing together the views of commercial managers, frontline staff, and a frequent flyer, the research aimed to get a holistic view of how the business operates. Looking at it from these different angles, it clearly shows the day-to-day friction between strategic goals and the limitations posed of older ticketing systems and risk damaging the airline's premium brand. The research gives an insight into the difficulties, as well as positives of these goals. 
 
Using Braun and Clarke’s (2006) approach to thematic analysis, the feedback from the questionnaires naturally fell into three main, overlapping themes:

The Boundaries of Premium Unbundling:
	This theme looks at the tricky balance between trying to generate extra revenue through unbundled “Economy Light/Basic Economy" fares and risking the premium reputation that a full-service airline like Virgin Atlantic relies on.

Technological Headaches and Day-to-Day Servicing Issues:
	This covers the real operational struggles frontline ticketing and contact centre staff face on shift. It highlights the disconnect between modern retail technology like NDC and the older booking systems.



Loyalty Schemes as a Financial Cushion:
	This theme looks at how the airline has moved away from simple frequent flyer miles towards broader loyalty schemes like Virgin Red. It looks at how points are used not just to keep passengers loyal, but to bring in steady, reliable cash to help buffer the business against financial and regulatory pressures.
 
	Throughout this chapter, direct quotes from the participants have been used to support these themes. All responses have been kept strictly anonymous with broad labels used for each person to show what area of the business they work in without giving away their identities or any commercially sensitive information.

4.2 The Boundaries of Premium Unbundling

	The first major theme from the questionnaire feedback is unbundling fares into "Economy Light" or "Basic Economy," and the knock-on effect that has on the airline’s premium reputation and frontline teams. Looking at the responses, there is a clear divide between what management set out to achieve when planning these fares and what frontline staff actually deal with when handling frustrated passengers.
 
	From a commercial point of view, the management participants strongly defended unbundled fares. They didn't see it as a greedy cash grab, but simply as a defensive move they had to make to survive online. For full-service airlines, showing up on flight comparison sites is everything. As one manager put it:

"The reality of the modern booking funnel is that if we do not offer a stripped-back ‘Light’ fare, we simply do not feature on the first page of results on Skyscanner or Google Flights. The algorithm demands the absolute lowest baseline price. Our intent isn’t necessarily for the customer to fly on that restrictive ticket. The Light fare acts as an anchor to get them into our retail environment, where we hope the compromise effect naturally encourages an upsell to the 'Classic' or ‘Premium’ tier." (Commercial Manager A)

	This ties straight back to behavioural ideas like choice architecture and the compromise effect (Simonson, 1989) covered in Chapter 2. The idea is that showing a low, basic fare nudges people to pay a bit more for the standard option. But the feedback shows that when real passengers run into this setup, it clashes with what they expect from a premium airline. The consumer participant was clearly frustrated by this unbundling approach, showing how easily unbundling can chip away at brand loyalty:

"When I choose a premium airline over a low-cost carrier, I am deliberately paying for peace of mind. I expect the baseline necessities—like bringing a suitcase and sitting with my partner—to be included. When I’m suddenly presented with a drip-feed of extra charges during the booking process, it feels deceptive. It degrades the brand and makes me question why I didn't just fly budget in the first place." (Consumer Participant)
 
	This consumer feedback highlights the reality of perceived price unfairness (Bolton, Warlop and Alba, 2003). When a full-service airline strips away things that used to be included as standard, it can be argued that passengers just see it as being forced in to paying extra rather than getting better value.
	The research showed that it’s not head office that ends up dealing with this frustration, it’s the frontline staff. Participants working in the customer centres and ticketing teams explained that while branded fares might look good on paper, they create a massive amount of stress and extra work on the phones. The problem gets even worse when people book through third-party travel sites, because those sites often strip out all the clear warnings about what is and isn't included in the ticket.

"The fundamental disconnect is that commercial teams see the Light fare as a successful upsell mechanism, but on the frontline, we deal with the fallout when it fails. Passengers book via a TA (Travel Agent), miss the fine print, and then call the centre absolutely furious that they have no baggage allowance. We are the ones who have to absorb that hostility, de-escalate the situation, and attempt to explain complex fare rules, often while navigating legacy systems that make goodwill waivers incredibly difficult to process." (Frontline Participant B)
	
	This frontline view points to a real flaw in the unbundling approach. Airline’s have to be extremely careful with unbundling because being able to advertise a low fare may produce a short term win, but it’s difficult to quantify how much an airline loses in the long term by disgruntled customers, and frontline staff potentially suffering burnout from having to deal with the fallout.
 
4.3 Technological Headaches and Day-to-Day Servicing Issues
	The second main theme to emerge from the data highlights a massive practical headache across the business and wider industry: the clash between modern retail plans and the older IT systems. Commercial managers are totally behind the push towards New Distribution Capability (NDC) and dynamic pricing, seeing it as the obvious way forward for airline retail (Daft et al, 2021). But the feedback from frontline staff tells a very different story, showing that this changeover causes real grief when you actually have to service the bookings day to day.
	From the commercial side, getting away from the old EDIFACT messaging setup is seen as an absolute necessity if the airline wants to stay competitive. The managers framed NDC and moving to an "Offers and Orders" setup as the only real way to take back control of pricing from third-party travel sites:

"The legacy EDIFACT infrastructure fundamentally commoditises our product. NDC allows us to distribute rich, dynamically priced, and contextually relevant bundles directly to the consumer, bypassing the rigid alphabetical booking classes of the past. The strategic goal is to transform from a traditional capacity provider into a digital retailer, entirely replacing the PNR and e-ticket with a single, retail-centric Order ID." (Commercial Manager C)
 
	However, the questionnaire responses give a completely different picture when it comes to the practical side. Generating dynamically priced offers when a customer is browsing online works fine, but actually servicing them after the ticket is bought is where things become difficult. Frontline staff pointed out that trying to service bookings with legacy PSS causes constant issues—especially when IROPs occur, or a passenger simply wants to voluntarily change their flight.
	The real headache comes down to the clash between modern, web-based retail tools and the clunky systems agents have to use to make changes. Staff specifically called out the daily frustration of jumping between completely different platforms—like Amadeus, alongside graphical overlays like TBox, AXIS, and VS Term—just to fix bookings that have dynamically priced extras attached.

"Management celebrates the rollout of dynamic pricing and complex branded bundles, but they aren't the ones trying to manually rebuild a ticket during a massive weather disruption. When a passenger’s flight is cancelled, and we need to re-accommodate them to comply with EC261 regulations, the legacy systems simply cannot handle the NDC-generated ancillaries. We find ourselves bouncing between Amadeus command-line entries, TBox, and AXIS just to try and re-associate an Electronic Miscellaneous Document (EMD) for a dynamically priced seat or extra bag to a new PNR. It is highly manual, error-prone, and incredibly time-consuming." (Frontline Participant A)
 
This feedback directly correlates to Westermann (2013) and Vinod (2026). This technology clash doesn't just slow things down behind the scenes, it directly impacts the premium experience customers think they're paying for. Another frontline colleague explained how this constant system battle leaves staff on the back foot when trying to help people:

"The customer assumes that because they bought a seamless bundle on the website, our internal systems must reflect that simplicity. They don't understand why a simple date change on a 'Classic' fare takes twenty minutes on the phone. The system throws ticketing sync errors because the original ancillary was dynamically priced in VS Term, but the new flight requires a manual override. We spend more time fighting our own legacy architecture than we do actually servicing the passenger." (Frontline Participant C)

Across the responses, the technology gap is probably the biggest day-to-day hinderance to Virgin Atlantic’s retail plans. Until the industry actually manages to move completely over to "Offers and Orders" and moves on from old PNRs and EMDs, airlines are stuck in an awkward halfway house. In the meantime, frontline teams must manage the disconnect by relying on manual workarounds in order to assist customers effectively.
 
4.4 Coalition Loyalty and Financial Resilience
 
	The third main from the responses is how the airline’s FFP has changed. As covered in previous chapters, UK and European hindered compared to US carriers because of strict caps on card interchange fees, which makes co-branded credit cards far less lucrative for a European airline. The questionnaire responses show that Virgin Atlantic has tried to get around these rules by moving away from a traditional frequent flyer scheme and pushing into a broader loyalty model tied up with Virgin Red.

From a commercial viewpoint, the managers view the change as a vital way to keep cash rolling into the business. By letting people earn points through everyday spending rather than just flying, the airline creates a handy financial safety net. One of the managers explained the business logic behind it:

"The reality of the European regulatory environment means we cannot rely solely on financial services for loyalty revenue in the way US carriers do. Integrating Flying Club with Virgin Red allows us to drive B2B cash flows through everyday terrestrial retail—supermarkets, energy providers, and high-street partners. During cyclical downturns or demand shocks, our passengers might stop flying, but they do not stop interacting with the Virgin Points currency. That continuous engagement generates vital, pre-funded liquidity that insulates the core aviation operation." (Commercial Manager B)
 
This analysis fits well with the ideas discussed in Chapter 2 about how loyalty partnerships help bring in steady cash from outside sources. But the questionnaire feedback also highlights a real downside: while this setup is great for bringing in continuous revenue for the business, it ends up complicating how valuable and exclusive the points actually feel to the customer, particularly around dynamic pricing (Stourm and Bradlow, 2022).

The responses show that making points easier to earn needs to be balanced against how easy they are to spend—especially now that reward flight pricing is dynamic. The consumer participant pointed out how annoying it has become to actually book a reward seat:

"It has certainly become easier to earn Virgin Points on my daily shopping, which is a positive. But when I actually try to redeem those points for a premium cabin flight, the dynamic pricing often inflates the cost to a level that feels unattainable. It creates a sense of inflation; the currency is easier to acquire, but it feels like its actual purchasing power for the core product—flying—has been diluted." (Consumer Participant)

Frontline customer service staff backed this up, mentioning that juggling both the traditional Flying Club expectations and the newer setup often leads to difficult calls:

"We field a significant volume of calls from long-tenure Flying Club members who feel the programme has shifted its focus away from rewarding loyal flyers toward mass-market retail accumulation. Explaining why a reward seat that historically cost 50,000 points is now dynamically priced at double that amount requires careful handling. We have to defend a commercial pricing algorithm while trying to preserve the member’s emotional connection to the brand." (Frontline Participant B)

Looking at the overall picture, while moving the FFP to Virgin Red definitely makes sense financially for the airline, keeping it running smoothly over the long term is a bit of a balancing act. The business needs to keep pushing points out through high-street partners to bring in steady commercial cash, but at the same time, it can't let flight redemptions get so expensive that regular flyers feel the currency has become practically worthless or that reward flights are unobtainable. 
 
 
4.5 Frontline and Consumer Perceptions of the High-Speed Rail Benchmark
 
	European high-speed rail as a good example of how to tier products properly. Unlike the unbundling seen in airline “Economy Light/Basic Economy" tickets, operators like Eurostar tend to add value as you move up the tiers, meaning even their cheapest ticket still comes with a lot and feels fair. The questionnaire tested this comparison against the real-world experiences of both the passenger and the staff running the airline day to day.

The consumer participant’s answers definitely backed up the idea that rail gets the customer experience right by avoiding that feeling of being penalised. When comparing airline unbundling to rail travel, they pointed out the huge difference in what feels included from day one:

"If I book a standard class ticket on Eurostar, I know I’m getting the most basic seat, but I am still treated like a passenger, not a logistical problem. I can bring my suitcase, and I know I have a guaranteed space. When I book a 'Light' fare on a premium airline, the constant warnings about what I am not allowed to do, or the fees I will face at the gate if my cabin bag is a centimetre too wide, make the experience feel inherently hostile before I even reach the airport. The rail model feels like a genuine choice; the airline model feels like a trap." (Consumer Participant)

	This highlights how rail manages to protect its brand image simply by making the booking feel fair. The customer feels like they're choosing an option rather than being trapped in to paying extra charges.
	However, when I put this rail comparison to the frontline staff, they had a more practical take on it. They understood why passengers prefer the rail setup, but they were also quick to point out physical and operational reasons why airlines simply can’t copy it outright.

Frontline staff pointed out that strict rules on baggage and boarding aren't just there to squeeze extra fees out of people—they are essential for getting flights away on time and keeping weight limits in check:

"It is easy to look at the rail industry and say airlines should just include a 20kg bag in the baseline fare to keep customers happy. But a train doesn't burn exponentially more fuel to carry that weight, and a train manager isn't racing against a 60-minute turnaround window at a congested gate. When passengers bring oversized bags on a Light fare because they feel 'entitled' to it on a premium carrier, we run out of overhead locker space. That leads to gate-checking, which delays the outbound slot, which costs the airline a fortune. We enforce the unbundled rules strictly because the physical reality of a Boeing or Airbus demands it, not just because the commercial team wants the ancillary fee." (Frontline Participant A)

	This frontline view clearly shows where the rail comparison falls down. The commercial managers agreed, pointing out that while airlines could do a lot better with how they present these fares, the generous baggage approach of trains just doesn't work with the basic economics and physics of flying long-haul.

	Putting these views together points to a clear middle ground. If airlines want to sell basic fares without damaging their premium name, they need to present them better. They need to make the fares feel less restrictive and make the optional extras genuinely feel worth it. Frontline staff need the tools to manage objections effectively.
 

4.6 Conclusion
 
	The responses in this chapter highlight a real clash at the core of the premium airline business. While commercial strategy and academic literature often make the move towards modern airline retailing sound like a straightforward rollout of new tech and clever pricing, the reality on the ground is not as clearcut. Comparing feedback from commercial managers, frontline ticketing and contact centre teams, and a passenger, the responses show the difficulties that occur when management ambition meet day-to-day operations.
	First, pushing for extra ancillary revenue through unbundled “Economy Light/Basic Economy” fares is clearly something airlines have to do just to appear on search engines. But doing so pushes the limits of what customers expect from a premium brand. This is exasperated when customers book cheaper deals through TA websites.
	Legacy technology has a negative impact. Overall, management, and frontline staff are behind the push to modernise offerings through NDC and dynamic pricing to get, but trying to implement these modern web offers into older PSS causes massive headaches when customers call up to service their bookings. Manual workarounds just to rebook to a different date drags out handling times and severely impacts the premium experience customers paid for.
	Thirdly, shifting the loyalty scheme towards a Virgin Red coalition model definitely helps address the strict EU limits on credit card interchange fees, bringing in dependable cash through everyday high-street retail partners. But the responses shows there’s a catch: if dynamic pricing keeps pushing the points cost of reward flights up, regular flyers lose trust and the points start to feel a bit devalued. Lastly, looking at high-speed rail proved that while airlines could certainly learn from rail's clearer, more customer friendly way of presenting fares, they are still stuck with the physical weight, cabin space, and turnaround pressures of flying an aircraft.
	Taken together, these findings show that modern airlines are heavily shaped by day-to-day operational realities and customer reactions. Chapter 5 will now link these findings back to the existing literature, discussing what all this means in practice and answering the main research questions.


Chapter 5: Discussion
 5.1 Introduction
 
	The main aim of this dissertation is to critically evaluate the strategic evolution of ancillary revenue, loyalty models, and retailing technology within the European premium long-haul aviation sector, using Virgin Atlantic as the primary contextual lens. Chapter 2 established that the academic literature surrounding these commercial transitions has historically been dominated by two distinct subjects: the unbundling strategies pioneered by ultra-low-cost carriers like Ryanair and EasyJet, and the highly lucrative, unregulated credit-card loyalty models of North American legacy airlines. As a result, a gap existed regarding how European FSCs navigate this transition, particularly given their exposure to stringent regulatory constraints and the necessity of preserving CBBE.
 	Chapter 4 addressed this gap by capturing the qualitative, operational realities of the staff responsible for designing, executing, and servicing these commercial strategies. The findings revealed that tension between the top-down mandate for revenue maximisation and digital transformation frequently collides with ground-level technological constraints and the expectations of the premium consumer.
 	This chapter aims to connect the findings with the theoretical frameworks established in the literature review to directly answer the study's central research questions. By placing the lived experiences of frontline staff, commercial management, and consumers into analysis against established academic theory, the discussion constructs a multidimensional evaluation of modern airline retailing.
 
	The chapter is structured to unpack the three dominant themes identified in the findings. S
 
5.2 The Basic Economy Dilemma and Customer-Based Brand Equity
 	The thematic analysis of the responses presented in Chapter 4 highlight a fundamental issue in the implementation of premium airline retailing: the strategic mechanisms designed to maximise short-term ancillary revenue frequently operate in direct opposition to the psychological constructs that sustain long-term CBBE.
 	From a strategic perspective, the qualitative data confirms that commercial management views the unbundled “Economy Light" or "Basic Economy" fare primarily as an algorithmic necessity. Driven by the transparency of digital metasearch engines, European legacy carriers are compelled to offer a stripped-back baseline product to maintain visual parity with low-cost carriers. The management responses strongly align with the behavioural economic principles of the compromise effe (Simonson,1989) (Dhar and Simonson, 2003). Within this framework, the highly restrictive “Light” fare functions as a commercial anchor; its purpose is less about widespread adoption and more about manipulating choice architecture to make the subsequent upsell to a "Classic" inclusive tier appear inherently reasonable and value-driven.
 	However, when subjected to the lived reality of the consumer, the findings mirror the warnings present in the literature regarding perceived price fairness (Bolton, Warlop and Alba, 2003). For a premium carrier, brand equity is deeply entrenched in associations of reliability, hospitality, and frictionless travel (Aaker, 1991; Keller, 1993). The consumer response illustrates that when an airline partitions prices by removing things that used to be included, passengers do not evaluate the transaction as a neutral, voluntary upsell. Instead, they evaluate the new unbundled fare against their historical perception of a premium brand. The resulting psychological reactance transforms the purchasing experience from an aspirational hospitality interaction into a defensive commercial negotiation, corroborating the findings of Sarker, Mohd-Any and Kausar (2020).
	This dissertation adds to the existing literature by highlighting where this psychological friction is ultimately absorbed. The academic discourse has historically evaluated price partitioning through the lenses of consumer choice modelling or algorithmic yield generation. Yet, the primary data from frontline participants reveals that the true cost of unbundling is that customers can become disillusioned with the brand while frontline staff bear the brunt of customer frustration.
 	Fare transparency is often diluted further when passengers book through third-party TAs, passengers frequently arrive at the customer centre or the airport terminal unaware of the restrictions of their ticket. The findings demonstrate that frontline staff absorb the hostility generated by this channel discrepancy. The commercial success of the unbundled fare does carry a hidden, difficult to quantify downside: increased contact-centre handle times, emotional toll for ground staff and passengers, and the danger of interactions with passengers becoming hostile through no fault of the staff. It shows that there is a fine line when it comes to getting unbundling fares right.
 
 
5.3 Technological Dissonance and the NDC Transition
 
	The findings detail the operational friction between modern retail algorithms and legacy distribution architecture provide an important contribution to the academic literature  on airline technology. While the literature correctly identifies the New Distribution Capability (NDC) as the catalyst for modern airline merchandising (IATA, 2021; Vinod, 2026), the primary data exposes a profound paradox: the airline industry has successfully modernised the shopping and booking phases of the consumer journey, but has thus far, failed to modernise the post-booking servicing infrastructure.
 	The strategic rationale for NDC implementation, as highlighted by the commercial management participants, aligns perfectly with the existing literature. To escape the commoditisation enforced by the legacy EDIFACT standard, European network carriers must shift to more modern systems so that dynamically priced bundles that go directly to the consumer can be successfully managed post booking.
 	However, the data from frontline operational staff highlights a critical systemic vulnerability that theoretical financial models consistently overlook. The empirical findings provide validate Westermann’s (2021) assertion that integrating modern, continuous dynamic pricing into legacy PSS creates a big disconnection between strategy and reality. The data demonstrates that while an airline can generate a highly complex, dynamically priced ancillary bundle via a digital storefront, the moment that booking requires modification the modern retail architecture collapses back into the rigid constraints of PNRs and EMDs.
 	This study reveals that the burden of bridging this technological gap falls entirely upon the airline's customer centre and operational staff. The frontline responses detail the daily necessity of navigating disparate systems—forcing synchronisation between modern graphical overlays like AXIS and traditional VSTerm or Amadeus command-line interfaces—merely to reissue a ticket. This finding is highly significant. It demonstrates that the strategic ambition of commercial revenue management has fundamentally outpaced the underlying technological infrastructure required to support it.
 	This means that technology clash also ends up eroding the brand. Customers expect a premium airline to resolve queries quickly and smoothly when they want to change a date or when IROPs happen.  When frontline staff are having to use manual workarounds just to get around system errors, the customer could easily perceive this as the staff member doesn’t know what they are doing, and this can impact brand perception negatively. Until the industry properly shifts over to "Offers and Orders" and moves away from PNRs and e-tickets, premium carriers are stuck in a messy transition. For now, any extra revenue generated through dynamic pricing is being offset to an extent by longer call times, extra costs, and added pressure on the customer centre.

5.4 Coalition Loyalty as a Financial Cushion

	This dissertation has covered in depth how European airlines have had to adapt to a different set of financial rules compared to the US. American airlines make huge amounts of money from co-branded credit cards, practically turning their loyalty schemes into banks. European airlines like Virgin Atlantic can't do that because of the EU cap on consumer credit card interchange fees at 0.3% (European Commission, 2019).
	The responses show that moving Virgin Atlantic Flying Club into the broader Virgin Red setup was a direct answer to this cap. By letting people earn points on day-to-day spending like supermarket shops or energy bills, the airline opens up steady B2B cash streams from non-travel partners. This gives the business a reliable financial safety net when flying demand drops.
	The catch is that this creates a real conflict with customer trust and the brand. When the points cost of a reward seat shoots up, loyal passengers to Virgin feel their hard-earned points have been quietly devalued. This ties straight into Agency Theory: members save up points expecting them to keep a steady, predictable value, and when dynamic pricing moves the goalposts, that trust is broken (Chun, 2020). Just like with unbundled fares, it is the frontline staff that have to deal with the brunt of the customer’s frustrations. They have to defend the algorithmic pricing while simultaneously trying to minimise brand damage.
	So while Virgin Red does generate a significant revenue stream while also giving customers the option of using their points outside of Virgin Atlantic, it's a tricky balancing act. If the airline lets dynamic pricing push reward flights too high, it risks alienating frequent flyers that love the brand.

5.5 High-Speed Rail as a Comparison

	Comparing airlines to high-speed rail like Eurostar gave a useful example of how to tier products in a more customer friendly way. The feedback from the passenger confirmed that rail avoids that feeling of being caught out. Even on a basic rail ticket, you can still bring luggage and you don't face the possibility of being charged more at check in. As such paying more for a better ticket feels like an actual upgrade rather than an escape from a stripped-back product.
	However, the frontline feedback showed why airlines can't simply copy the train model. The strict baggage rules on a basic airline ticket aren't just an excuse to charge extra; they are basic operational necessities. A train doesn't burn significantly more fuel carrying heavier luggage, and a train manager isn't racing a strict 60-minute turnaround. On an aircraft, every extra kilo hits fuel burn, weight-and-balance limits, and turnaround times. When too many passengers bring oversized cabin bags lockers fill up, bags have to be checked at the gate, and the flight misses its slot. Missing a slot can have severe financial consequences for an airline. 
	This means airlines can’t copy the generous luggage rules of rail, but they can copy how rail presents the choices to the customer. Instead of making the basic fare feel restrictive, the booking flow could frame it as a clear starting point where upgrading offers real, positive benefits. Not everyone would pay extra to use the lounge, but having that as an option on a “light” fare could definitely generate more of a premium brand feeling.

5.6 Conclusion

	Pulling the findings together with the literature shows that modern airline retailing is far more complex than just offering low prices on a screen. Unbundled fares get the airline seen on price-comparison sites, NDC aims to make the booking process easier and more modern, and Virgin Red brings in steady non-flying cash around interchange caps. Strategically, all three moves make sense on paper.
	The key conclusion from the research, though, is that the strain of these commercial strategies is being pushed almost entirely onto frontline customer centre and ticketing staff. Frontline agents are the ones dealing with angry calls over unbundled baggage rules, they are using clunky workarounds to fix bookings in older PSS systems during disruption, and customer service teams are left explaining why dynamic reward seats have suddenly jumped in points.
	Ultimately, airline pricing and retail ambitions have outpaced the IT systems needed to service them and what customers expect from a premium carrier. Airlines can't keep relying on frontline staff to patch over these cracks through manual effort which is why IATA is pushing towards modernisation, but this will take time.
 
 
Chapter 6: Conclusions and Recommendations
6.1 Introduction

	This study set out to look at how commercial strategies are evolving in European premium long-haul aviation, focusing on the shift towards modern retail models, unbundled ancillaries, and coalition loyalty schemes like Virgin Red. By stepping away from pure financial theory and looking at what actually happens day to day at an airline, the aim was to understand the real issues caused when corporate revenue targets clash with older IT systems and customer expectations of a premium brand.
	This project brought out the practical realities of making these strategies work through qualitative data gathering via a questionnaire. While modern retail tools and NDC are commercially necessary, their rollout is clearly causing issues. The mismatch between dynamic offers and older booking systems creates major servicing bottlenecks daily during normal booking servicing and during disruption. The frustration caused by unbunded fares ends up falling directly on frontline customer teams, turning what should be a welcoming service interaction into an awkward conversation about fees.
	This final chapter brings those points together. Section 6.2 summarises the core conclusions answering the main research questions, Section 6.3 offers practical recommendations for airline management, Section 6.4 covers the honest limitations of the research, and Section 6.5 outlines useful areas for future study.

6.2 Overarching Conclusions

The three main conclusions of the research are:

	1. Unbundled fares are commercially essential, but the operational cost is hidden. Stripping back baseline tickets to an "Economy Light/Basic Economy“ fare is one of the main ways a full-service carrier can feature near the top of flight comparison sites. However, doing so can negatively impact what customers expect from a premium airline. The cost of this setup isn't avoided, it is simply passed down to frontline teams.

	2. Retail ambitions have outpaced the systems needed to service them. The shift away from old EDIFACT messaging to NDC is promising and it works fine when selling a ticket online, but it falls down the moment a booking needs altering. Trying to service a PNR within older PSS (PSS and having to jump between booking systems, reward systems, TBox, VSTerm and AXIS, causes frequent errors during the rebooking process, as well as during flight cancellations and bad weather. As a result, the airline's premium service relies heavily on frontline staff spending time on manual workarounds just to service bookings or provide a price for a date change.

	3. Coalition loyalty generates valuable income, but risks turning off regular flyers. Partnering with Virgin Red helps work around strict EU credit card interchange caps by letting people earn points on everyday high-street spending. While this brings in reliable B2B cash flow, using dynamic pricing to manage the points liability means reward seats often require far more points than they used to. This breaks the unspoken trust regular flyers have in the programme, and frontline agents are left trying to defend changing algorithms to disappointed members. 
	Ultimately, premium airlines find themselves in an uncomfortable transition period. The commercial strategy of acting like a modern online retailer has run ahead of the technology available to implement it successfully. Until the industry completes the move to a full "Offers and Orders" framework, it is the patience and system know-how of frontline staff holding the two sides together.

6.3 Practical Recommendations

	To tackle this disconnect between commercial planning and daily reality, airline leadership should focus on the following steps.

Technological Fixes and Supporting Frontline Staff

	Automate disruption servicing: Until legacy PNRs and e-tickets are completely gone, invest in software that automatically re-links dynamically priced extras (EMDs) when flights are cancelled, rather than making agents do it manually.
	Streamline systems: Advisors have to jump back and forth between several different systems and departments to get a price for a date change quote. Streamlining the process would make things easier for the staff, but more importantly would improve the customer experience significantly. 

Improving How Fares Are Sold Online

	Hold third-party sites to account: A lot of the issues frontline staff face comes from online travel agencies hiding fare and baggage rules. The airline should advocate for third-party sellers to make baggage and fare restrictions completely obvious before checkout.
	Present basic fares more positively: Re-structure the cabin offerings so that cheapest “Economy Light” ticket feels like a clear starting point rather than an inferior product with endless restrictions. Highlighting the perks of moving up to a standard ticket—similar to Eurostar - would help the customer feel like they are making a sensible choice rather than being penalised.

Balancing Loyalty Points and Redemptions

	Set sensible limits on reward pricing: While this feels like a move backwards, to stop points feeling worthless, the airline could introduce a clear point ceilings or guarantee a set number of seats at fixed rates for “Premium” and “Upper Class” cabins. It would make redemption costs more predictable and give members a clear, consistent idea of what their points are actually worth. This would help retain long-term loyalty and cut down on the negative calls staff have to take when point prices spike. This would also help reduce average handling time which would provide a better overall experience for the customer. 

6.4 Limitations of the Research

	Sample size and reach: Using a purposive sample of eight people was sensible for pulling out detailed, qualitative operational insights, but it obviously cannot claim to speak for the entire aviation industry or every customer. The focus was specifically on a European long-haul airline; the findings won't neatly apply to budget carriers or US airlines operating under completely different credit card regulations. 
	Questionnaire format: Relying on a written questionnaire was the only realistic way to work around 24/7 airline shift patterns. While it gave the participants space and time to write honest, considered answers, it did mean that it wasn’t possible to follow up on interesting points or probe ambiguous answers in real time like in an interview.
	Researcher bias: My experience of working in many roles at many levels within Virgin Atlantic was a huge help for getting access to experienced colleagues. While I kept this in mind and followed reflexive steps during coding, my everyday experience naturally influenced how I looked at the data to an extent.
	A snapshot in time: This study catches the airline during an awkward transition period between old distribution tools and newer NDC setups. As systems inevitably modernise over the next decade, some of the specific headaches and pain points highlighted here will likely be removed completely, or be replaced by new ones.

6.5 Avenues for Future Research
	While this study provides insight into the commercial transition of the premium aviation sector, the systemic tensions identified—specifically the friction between revenue maximisation, legacy technology, and brand protection—are not isolated to airlines. The findings reveal broader structural challenges applicable to any asset-heavy, legacy-service industry attempting to digitise its retail footprint. As a result, future research can apply themes to address macro-level business challenges across wider sectors.
	The COVID-19 pandemic served as a catalyst for commercial restructuring in the airline industry, but it is part of a broader spectrum of macroeconomic shocks, including sustained inflation pressure and shifting regulatory frameworks. 	Future research should undertake a cross-sectional comparative analysis of how other premium, capital-intensive sectors such as global hospitality, cruise lines, and international rail, restructure their core commercial models in response to systemic crises. Investigating how these adjacent industries balance emergency yield generation with the long-term preservation of CBBE would yield critical insights into corporate resilience.
	This study highlighted a severe disconnect between executive-level modern retail strategies and frontline operational capabilities. Future research should investigate this strategy/execution gap on a broader, cross-industry scale. A study tracking organisations as they attempt to decouple from legacy IT infrastructures, examining the transaction cost economics of these transitions and the hidden operational friction absorbed by frontline staff, would provide high-value, actionable frameworks for executive change management.
	As algorithmic and continuous pricing models proliferate across the broader travel, retail, and service sectors, there is a critical need for research into the boundaries of consumer tolerance. Future studies should evaluate the psychological tipping point where hyper-personalised, AI-driven dynamic pricing transitions from a perceived value-add to perceived algorithmic exploitation. This research should explicitly integrate emerging regulatory pressures (such as GDPR profiling restrictions and FTC surveillance pricing probes) to define sustainable pricing architectures for premium brands (GDPR, 2026; FTC, 2025).
	The strategic use of loyalty programmes to bypass financial regulations (such as the EU interchange fee cap) and generate B2B cash flow warrants extensive investigation beyond aviation. Future research should examine the macroeconomic function of coalition loyalty ecosystems as alternative corporate liquidity buffers. Investigating how non-financial corporations use these digital currencies to insulate their core operations against cyclical demand shocks would significantly advance contemporary corporate finance and strategy literature.
	Ultimately, this study demonstrates that the post-pandemic recovery of the European premium aviation sector is about far more than simply recovering passenger volumes; it is almost an identity shift. Airlines are attempting to transition from traditional capacity providers into agile, digital retailers. However, as the lived experiences of frontline workers reveal, commercial ambition has temporarily outrun technological and operational reality. Until the industry can fully align its modern pricing algorithms with robust, resilient servicing infrastructure, the burden of this transition will continue to fall on the frontline staff and the patience of the premium consumer. 
	For Virgin Atlantic and other European FSCs, the path to long-term financial resilience does not lie purely in extracting more revenue from every seat, but in ensuring that the digital retail experience genuinely matches the premium hospitality they promise on the ground.











Appendices:
Thematic analysis Table: 
	Meaning area
	Initial codes

	Brand identity
	Friendly service; consistency; people-first culture; fun; distinctiveness; challenging convention

	Premium positioning
	Exclusivity; scarcity of premium experience; premium-leisure shift; experience-led value

	Product architecture
	Additional cabin tier; differentiated experience; premium upsell; rejection of excessive low-entry unbundling

	Loyalty economics
	Coalition partnerships; points utilisation; access to premium travel; perceived redemption value

	Included service
	Service floor; baggage inclusion; ASA inclusion; protection of core expectations

	Service recovery
	Paid-product disappointment; seat-position value; inadequacy of “like-for-like” responses; loyalty damage

	Pricing fairness
	Dynamic-price opacity; rapid price movement; perceived inflation; customer distrust; empty-flight paradox

	Transparency and trust
	Up-front total cost; explicit exclusions; family-travel disclosure; avoidance of hidden fees

	Omnichannel experience
	Consistency across channels; moderate agreement that channel consistency matters
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Interview Questions:
Part A:
For Questions 1-10, please indicate the extent to which you agree with each statement. 1 = Strongly disagree; 2 =Disagree; 3 = Neither agree nor disagree; 4 = Agree; 5 = Strongly agree; Prefer not to answer.

1. A premium airline should retain a clear base level of included service, even when it offers paid extras.

2. Passengers are more likely to accept an ancillary product when its benefit and price are clear before they book.

3. Charging separately for services that passengers previously regarded as included can weaken trust in the
airline brand.

4. Passengers usually perceive an upgrade positively when the fee appears to add meaningful value to the
journey.

5. Virgin Atlantic’s long-haul offer is associated primarily with service, care and a lower-stress journey.

6. A premium airline can introduce a lower-entry fare without damaging its brand if the offer is 
transparent.

7. Loyalty programmes strengthen customer relationships when they offer clear earning and redemption
opportunities and deliver attainable value.

8. Loyalty partnerships beyond flying (for example, lifestyle partners) can contribute to a successful loyalty
ecosystem.

9. Consistent offers and service across websites, apps and other channels are essential to customer trust.

10. Airlines should use customer data to improve relevance, but should not apply opaque individual pricing.



Part B: semi-structured interview questions

For part B please free type and be as detailed as possible without revealing company sensitive data or figures. 

11. When you hear the name “Virgin Atlantic”, what core brand values or passenger expectations immediately
come to mind?

12. How does the broader brand identity influence the way an airline approaches its commercial and retail strategy compared with traditional legacy carriers?


13. How has the post-pandemic rise of the “premium leisure” traveler changed how ancillary products are designed and marketed?


14. Looking at European competitors that monetise elements such as sustainability, where is the next major opportunity for value-added upsell in long-haul travel?


15. Given EU interchange-fee caps restrict credit-card revenues, how vital is a coalition model to maintaining a profitable loyalty ecosystem?


16. How do you balance the need for dynamic reward pricing with the risk that customers feel the value of their points has been diluted?

 
17. Can unbundled products, such as Economy Light, act as positive choice architecture rather than “drip pricing”?

18. When developing a new ancillary revenue stream, which elements of the journey must remain included in the overall fare in your opinion?


19. In your experience, how difficult is it to recover from a service failure when it involves a specific paid ancillary item, such as a moved seat or lost bag?


20. As the industry moves towards AI-supported yield maximisation, what makes an offer or price feel subjectively unfair to a customer?

21. Considering the hospitality sector’s insurance and regulatory backlash against hidden “resort fees”, what guardrails should airlines put in place to ensure fares and ancillary fees remain transparent and fair?
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