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[bookmark: _Toc211968750]Introduction 
The macro marketing environment, often analysed using the PESTEL framework (Kotler et al., 2022), presents both opportunities and risks that necessitate vigilant strategic adaptation.
The airline industry is highly susceptible to these forces, facing volatility from operational costs, regulation, and environmental pressures, alongside passenger demands for affordability and sustainability (Gössling & Humpe, 2020).
This report provides a comparative analysis of two European airlines with divergent strategies: British Airways (BA), a full-service pioneer (CAPA, 2022), and Ryanair, a low-cost follower (O’Connell, 2011). It will critically examine how economic conditions and environmental pressures create distinct opportunities and threats for each carrier. Subsequently, the report will evaluate the contrasting strategic responses employed by BA and Ryanair to mitigate these challenges and maintain their competitive positions.

[bookmark: _Toc211968751]Task 1: Critical Analysis of the Macro Marketing Environment
The macro marketing environment covers external factors that businesses cannot control but must adapt to. In the airline industry, two key forces are economic conditions and environmental pressures. These shape both pioneers like British Airways and followers like Ryanair, creating opportunities and risks for each.
[bookmark: _Toc211968752]Macro Factor 1: Economic Conditions
The airline industry is very sensitive to the economy. When the economy is strong, more people travel. When the economy slows down, travel demand often falls. Fuel costs, inflation, interest rates, and consumer confidence also shape airline performance (IATA, 2023). Economic conditions affect British Airways and Ryanair in different ways because they have different business models.
British Airways (Pioneer)
British Airways is a full-service airline that provides premium services such as long-haul flights, business and first-class cabins, lounges, and loyalty programmes. Because of this, economic conditions create both opportunities and threats.
Opportunities for BA
· Premium demand in strong economies:
During periods of economic growth, companies are more willing to spend on corporate travel. BA benefits because its premium cabins generate the highest profit margins. For example, before the COVID-19 pandemic, BA earned almost half of its revenue from business and first-class travellers, even though they made up a smaller share of total passengers (CAPA, 2022).

Figure 1: British Airways Pre-Pandemic Revenue Split by Cabin Class (Source: Adapted from CAPA, 2022).
· Global reach supports market growth:
BA is part of the International Airlines Group (IAG) and serves many international markets. This allows it to shift focus to regions where the economy is stronger. For example, when Europe faces slow growth, BA can rely on the North American transatlantic market, which often remains profitable (OAG, 2021).
· Brand strength enables price resilience:
BA has a strong reputation and brand identity. Even during times of moderate economic slowdown, loyal customers and business travellers may continue to choose BA for its service quality, safety, and prestige. This gives BA more control over pricing compared to low-cost rivals (Doganis, 2019).
Threats for BA
· Fuel price volatility:
Fuel is one of the biggest costs for airlines. When oil prices rise, BA’s costs increase sharply. In 2022, fuel costs accounted for almost 30% of IAG’s operating expenses (IAG, 2022).

Figure 2: International Airlines Group (IAG) Operating Expense Breakdown for 2022 (Source: IAG, 2022).

Unlike low-cost airlines, BA cannot easily cut prices to absorb these costs because it already operates at higher expense levels.
· Recession reduces premium travel:
Economic downturns often lead to cuts in corporate budgets. During the 2008 financial crisis and again during the COVID-19 pandemic, premium travel demand fell significantly. This hit BA harder than Ryanair because BA relies heavily on business travellers for profitability (Gillen & Morrison, 2003).
· High fixed costs:
BA has high labour costs, airport fees at major hubs like Heathrow, and long-term fleet investments. These costs are hard to reduce quickly in a downturn. This makes BA less flexible compared to Ryanair, which uses cheaper secondary airports and low-cost staff contracts (O’Connell, 2011).

Ryanair (Follower)
Ryanair follows the low-cost carrier (LCC) model. It focuses on very low fares, high seat density, and secondary airports. This model makes its relationship with economic conditions different from BA’s.
Opportunities for Ryanair
· Stronger demand in downturns:
Economic slowdowns can create opportunities for Ryanair. Many customers who would normally fly with full-service carriers switch to cheaper options. For example, during the 2008 recession, Ryanair saw passenger numbers increase while premium airlines reported declines (Barrett, 2015).
· Price-sensitive leisure market:
Ryanair appeals to customers who are highly sensitive to price. This includes young travellers, students, and low- to middle-income households. Even when the economy slows, many of these customers continue to fly, but only if tickets are very cheap. Ryanair captures this demand by keeping costs lower than rivals.
· Low operating costs help flexibility:
Ryanair uses secondary airports that have lower landing fees and quicker turnaround times. This keeps costs down and allows it to offer cheaper fares, giving it an advantage when consumer budgets are tight (Francis et al., 2007).
Threats for Ryanair
· Vulnerability of low-income customers:
However, its price-sensitive customer base is highly vulnerable to inflation and unemployment, which can cause even low-cost travel demand to collapse.
· Dependence on volume:
Ryanair’s model relies on filling a high number of seats. If demand falls sharply, its revenues drop very quickly. Unlike BA, it has fewer premium products to balance losses.
· Exposure to European markets:
Ryanair operates mainly in Europe, where economic performance can vary. A major EU recession affects almost all of its routes at once. In contrast, BA can balance losses in one market with gains in another because of its global network (Doganis, 2019).

[bookmark: _Toc211968753]Macro Factor 2: Environmental and Sustainability Pressures
Airlines face growing pressure to address climate change. Aviation is responsible for about 2–3% of global carbon emissions, and this share is rising (IATA, 2024).
Figure 3: Aviation Share of Global CO₂ Emissions (source IATA, 2024).
Governments, regulators, and customers now expect airlines to act responsibly. The European Union has introduced stricter carbon regulations and emission trading systems. Passengers, especially younger ones, are also more concerned about the environmental impact of flying (Gössling & Humpe, 2020).
British Airways (Pioneer)
Opportunities for BA
· First mover in sustainability:
BA has invested in sustainable aviation fuel (SAF) and other green initiatives. In 2019, it became the first airline to commit to net-zero carbon emissions by 2050 (British Airways, 2022). This helps BA position itself as an industry leader in sustainability.
· Reputation and brand loyalty:
By showing commitment to the environment, BA strengthens its appeal to corporate clients who include sustainability in their supplier decisions. Large businesses increasingly prefer to work with airlines that reduce their carbon footprint.
· Partnerships in innovation:
BA has joined partnerships with energy companies to develop SAF and other technologies. For example, its collaboration with Velocys aims to build UK plants that convert household waste into jet fuel (BA, 2022). Such projects create long-term competitive advantages.
Threats for BA
· High financial cost:
SAF and other green technologies are still very expensive. BA faces higher operational costs as it tries to meet sustainability goals. This could reduce profitability if customers are unwilling to pay higher fares.
· Greenwashing risks:
BA’s public profile makes it a target for criticism if progress is slow. If the airline is accused of making claims without real action, it risks damage to its brand (BBC, 2021).
· Regulatory pressure:
The EU Emissions Trading System (ETS) and future carbon taxes increase BA’s costs. These rules are stricter for large, long-haul carriers than for smaller short-haul airlines.

Ryanair (Follower)
Opportunities for Ryanair
· Low emissions per passenger:
Because Ryanair packs more passengers onto each aircraft, its emissions per seat are lower than many full-service airlines. This allows it to market itself as “Europe’s greenest airline” in terms of passenger efficiency (Ryanair, 2023).
· Fleet modernisation:
Ryanair has invested in new Boeing 737 MAX aircraft, which use 16% less fuel. This reduces costs and improves its environmental image (Boeing, 2022).
· Budget-friendly sustainability message:
Ryanair can appeal to eco-conscious but price-sensitive travellers by highlighting both low fares and low emissions per passenger.
Threats for Ryanair
· Advertising and reputation issues:
In 2020, the UK Advertising Standards Authority banned Ryanair’s adverts that claimed it was “Europe’s greenest airline,” ruling that the adverts were misleading (ASA, 2020). This shows the risk of making strong sustainability claims without full evidence.
· Limited resources for green innovation:
Compared to BA, Ryanair spends less on research and partnerships in sustainability. Its business model focuses on keeping fares low, which restricts major investments in SAF.
· Impact of carbon taxes:
New European environmental taxes increase ticket costs. For an airline that relies on ultra-low fares, even small price increases can weaken its advantage over rivals (Barrett, 2015).

[bookmark: _Toc211968754]Task 2: Strategic Responses to Macro Factors
The previous section showed how economic and environmental pressures affect British Airways and Ryanair. This section examines their responses: BA focuses on premium service, global reach, and sustainability, while Ryanair competes through low costs, growth, and price leadership.
[bookmark: _Toc211968755]Factor 1: Economic Conditions
Economic conditions affect airlines through fuel prices, demand cycles, inflation, and disposable income. Both British Airways and Ryanair adapt their strategies, but in very different ways.
British Airways’ Strategic Response
· Fleet Strategy and Cost Management
BA invests in modern, fuel-efficient aircraft to reduce costs when fuel prices rise. For example, BA has introduced Airbus A350 and Boeing 787 Dreamliner aircraft, which use less fuel and reduce maintenance costs compared to older models (IAG, 2022). By upgrading its fleet, BA aims to manage high operating costs while still providing premium service.
· Revenue Management and Premium Pricing
BA uses sophisticated pricing models to segment customers and capture maximum revenue. During strong economies, BA charges higher fares for business and first-class tickets. In weak economies, it offers flexible booking, loyalty promotions, and discounted fares in economy cabins to maintain demand (CAPA, 2022). This dual pricing strategy allows BA to balance premium revenue with volume. During strong economies, British Airways raises fares on premium routes. For example, on the London–New York route, a fully flexible economy ticket costs around £2,291, while discounted fares are much lower (The Points Guy, 2023). In contrast, during weak economies such as the 2008 financial crisis, BA introduced cheaper economy fares, while Ryanair reduced its average fare from €42 to €40 to attract cost-sensitive travellers (The Guardian, 2008).
· Diversification of Markets
BA uses its global network to reduce exposure to regional economic downturns. For example, if Europe faces low demand, BA can shift capacity to transatlantic routes, which are among the most profitable in the world (OAG, 2021). Partnerships within IAG, such as with Iberia and Aer Lingus, allow BA to expand beyond the UK while spreading costs. For example, during the 2008 recession, BA simultaneously launched long-haul routes via its OpenSkies subsidiary while cutting numerous unprofitable short-haul services to optim its network (The Guardian, 2008; OpenSkies, 2023).
· Digital Adoption for Efficiency
BA has increased its use of digital tools to manage costs and improve the customer experience. Mobile check-ins, biometric boarding, and digital loyalty platforms reduce staffing costs while improving efficiency (British Airways, 2022). These investments also build long-term competitiveness by meeting changing customer expectations.
Ryanair’s Strategic Response
· Ultra-Low-Cost Fleet Strategy
Ryanair keeps costs low by operating a single aircraft model (Boeing 737). This reduces training, maintenance, and spare part costs. Recently, Ryanair invested in Boeing 737 MAX aircraft, which are more fuel-efficient and carry more passengers. This allows Ryanair to keep fares low while managing rising fuel costs (Boeing, 2022).
[image: ]Figure 4: Ryanair's Single-Type Fleet Strategy (Source: Based on O’Connell, 2011, and Boeing, 2022).
· Aggressive Pricing and Ancillary Revenue
Ryanair responds to economic downturns by cutting fares to attract cost-sensitive travellers. To maintain profits, it relies heavily on ancillary revenues, such as baggage fees, seat selection, and on-board sales. In 2022, these extras made up more than 40% of Ryanair’s total revenue (Ryanair, 2023).
Figure 5: Ryanair's Revenue Streams (2022). (Source: Ryanair, 2023)
This approach gives Ryanair resilience when ticket demand weakens.
· Market Expansion in Downturns
Unlike BA, Ryanair often expands aggressively during recessions. For example, after the 2008 financial crisis, Ryanair increased routes and negotiated lower fees with struggling airports (Barrett, 2015). By growing when competitors cut back, Ryanair strengthens its market share and builds long-term growth. For instance, during 2008, Ryanair opened four new bases at Alghero, Bologna, Cagliari, and Edinburgh, and added over 40 new routes across Europe, including services from Bournemouth to Málaga, Palma de Mallorca, and Wrocław (Barrett, 2015; Bournemouth Airport, 2008). These expansions allowed Ryanair to capture demand left by legacy airlines, which had reduced capacity during the financial crisis.
· Digital Adoption for Cost Savings
Ryanair uses its mobile app to reduce reliance on physical staff and services. Over 90% of bookings are made directly through the website or app, avoiding agent fees. Customers are encouraged to check in online, which lowers airport staffing costs (O’Connell, 2011). This digital-first model supports its low-cost structure.

[bookmark: _Hlk211957274][bookmark: _Toc211968756]Factor 2: Environmental and Sustainability Pressures
Environmental pressures include stricter regulations, public concern about climate change, and rising demand for sustainable travel. Airlines are under pressure to cut carbon emissions and adopt greener practices. BA and Ryanair take different approaches to meet these expectations, which can be understood through core marketing theories.
British Airways’ Strategic Response
BA’s strategy aligns with a Differentiation Strategy, using sustainability to build a premium brand and foster loyalty.
· Sustainability Commitments
BA has pledged to reach net-zero emissions by 2050. This commitment is a key part of its Relationship Marketing strategy, building long-term trust with corporate clients and frequent flyers. To achieve it, BA invests in sustainable aviation fuel (SAF), carbon offset programmes, and efficiency improvements. For example, BA signed agreements with Velocys to create UK-based plants that turn household waste into jet fuel. This supports long-term sustainability and enhances BA’s reputation.
· Fleet Modernisation
BA responds to environmental pressures by replacing older aircraft with newer, more efficient models such as the Airbus A350. From a marketing perspective, this investment directly supports the Brand Performance dimension of Keller’s Brand Equity Model, improving the tangible quality and reliability of the service while aligning with its premium, responsible image.
· Green Branding and Customer Engagement
BA promotes its green initiatives to customers. Its “BA Better World” campaign aims to build Brand Judgements and Feelings in Keller’s model, creating positive associations and a sense of shared values. This improves its image among environmentally conscious travellers. However, BA must be careful to avoid being accused of “greenwashing,” which could severely damage Brand Trust.
· Partnerships and Innovation
BA works with universities, energy companies, and regulators to drive green innovation. These partnerships reflect a Networked Organization approach to marketing, spreading the cost of research and helping BA position itself as a leader in sustainable aviation. For example, BA partners with Shell to expand access to SAF. This shows how BA responds to environmental pressures with collaboration.
Ryanair’s Strategic Response
Ryanair’s approach is a classic Cost Leadership Strategy, where environmental actions are chosen specifically because they also reduce operational costs.
· Focus on Efficiency and Low Emissions per Passenger
Ryanair markets itself as having the lowest emissions per passenger. This is a form of Rational Positioning, providing a factual, measurable benefit that appeals to its price-sensitive customer base and allows them to justify their choice cognitively.
· Fleet Renewal for Green Efficiency
Ryanair’s order of 210 Boeing 737 MAX aircraft is part of its environmental strategy. These planes use less fuel and emit fewer CO₂ emissions. This decision is central to its low-cost model, as it lowers the biggest operational cost (fuel) while simultaneously providing a verifiable marketing message about efficiency.
· Cautious Sustainability Messaging
After being criticised by the Advertising Standards Authority for misleading green adverts, Ryanair has become more cautious. This experience highlights the importance of the Knowledge stage in the Hierarchy of Effects Model; Ryanair now focuses on measurable facts to build brand credibility and avoid further reputational damage.
· Balancing Costs and Green Initiatives
Unlike BA, Ryanair cannot afford large investments in SAF. Its strategy is to stay competitive by aligning environmental responses with cost reduction. This ensures it stays true to its low-cost brand promise for its highly price-elastic target market, for whom any significant cost increase could drive them to competitors.

[bookmark: _Toc211968757]Conclusion
The macro environment significantly influences airline strategies. British Airways, as a pioneer, emphasizes premium quality, global reach, and sustainability leadership despite higher costs and risks. 
Ryanair, as a follower, prioritizes affordability, efficiency, and cost-aligned environmental responses. These contrasting approaches demonstrate how pioneers and followers adapt differently to identical external challenges.
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