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The Porter’s forces theory comprises five factors, these factors being the threat of entry, the threat of substitutes, the bargaining power of buyers, the bargaining power of suppliers and the extent of rivalry between an organisation and its competitors. This theory was developed in the late 1970’s by Harvard Business School professor Michael Porter, to analyze profitability and attractiveness within an industry (Oxford University Press, 2010). For this assignment, the organisation I have chosen to relate Porter’s five forces to is Virgin Atlantic.
[image: ]Figure 1:  Porter's Five Forces Model (Mind Tools, 2018)

The first element of Porter’s Five Forces theory is the threat of entry to the organisation. The threat of entry into the airline industry is high as it is required that the organisations involved have a strong financial backing to successfully enter the market. In general, new airlines who enter the market need a strong financial backer, in order to cover the numerous expenses involved in setting up an airline. These expenses include buying and/or renting the aircraft, hire and provide training for pilots and aircrew, payment for fuel and payment for landing and terminal fees which vary on destinations and size of airports. However, in recent years the cost of fuel has become an entry barrier for new airlines as its cost has tripled in the last 10 years (The New York Times, 2012), the effect of higher prices for fuel has necessitated painful bankruptcies, mergers, and restructuring to domestic airlines. In relation to Virgin Atlantic, the threat of entry is low as there are numerous difficulties in setting up competing airlines.

[bookmark: _GoBack]The second element of Porter’s five forces is the threat of substitutes. In relation to Virgin Atlantic, there are numerous current and future threats of substitutes. An example of a future threat for Virgin Atlantic is the potential redevelopment of Concorde style supersonic airlines (BBC, 2017) . This comeback will influence Virgin as the redevelopment will decrease regular flight times, for example, the original Concorde could fly from London to Miami Via Washington in 6 hours 35 minutes, in comparison with Virgin Atlantic, with whom the flight from London to Miami would take 9 hours 45 minutes. The Concorde would also be an option for significantly faster flights for business class style prices which start at $5000 for a one-way ticket to destinations which include Beijing and Singapore (The Economist, 2018). Another example of a current threat of substitute for Virgin would be the constant introductions of new airlines and existing airlines who expand their services to new destinations, for example, Ryan Air had announced in 2013 that they will include flights to new destinations as part of their winter schedule, which includes flights to  Comiso, Fez, Nuremberg, Ostrava, Lisbon and Morocco (The Telegraph, 2013). This substitute could have an effect on Virgin, especially if the airline does not offer flights to these destinations or similar destinations. One way that Virgin Atlantic and other airlines attempt to constantly keep up with their customer's demand for new destinations, and thus limit the effect that substitutes on their business is through the use of customer feedback. This ensures the customers themselves that their feedback is being considered but also it keeps the customers interest in the organisation and interest in discovering new continents. Another example of a current threat of substitute is commute via train, car, ferry or Euro tunnel. 

The third element of Porter’s five forces theory is the bargaining power of buyers. In relation to Virgin Atlantic, their buyers are vital to their operation as a corporation as without buyers Virgin would have no income.  Due to a large number of customers, individual buyers do not have much influence on the organisation. In this sector, the switching costs would be low as many customers would research their chosen flight based upon their desired destination and its cost at the time of purchase, with little attention to which airline they fly with.

The fourth element of Porter’s Five Forces is the bargaining powers of suppliers. Virgin Atlantic have two main suppliers for their fleet of aircraft, which are Airbus and Boeing, for example, Virgin Atlantic currently have the Boeing 747-400, 787-9 Dreamliner and the Airbus A340-600 and A330-300 (Virgin Atlantic, 2018). Another vital supplier for Virgin Atlantic is Rolls Royce who create engine spares and replacements for the engines of all Virgin Atlantic planes, for example, they have designed the engine for the Boeing 787 Dreamliner which is operated by Virgin Atlantic but also with other airlines, for example, British Airways (Rolls Royce, 2018).

The fifth and final element of Porter’s five forces theory is the extent of rivalry between competitors. An example of rivalry between Virgin and its competitors would be its range of prices. An example of this would be the Virgin Atlantic flight to Orlando International Airport from the 10th of October until the 13th of November, where the pricing is split into the seating class available for the flight, the pricing starts at £640 for Economy, £1013 for Premium Economy and £3455 for upper class seating (Virgin Atlantic, 2018) , in comparison with the British Airways flight to Orlando with the same date would cost £389 for economy seating , £567 for Premium Economy and £1624 for Business/upper class (British Ariways, 2018) . For Both flights the companies Virgin Atlantic and British Airways would increase their prices for afternoon flights, for example for economy by Virgin Atlantic it would cost £620 for economy seating on a morning flight but at £640 for an afternoon flight.
To conclude, Virgin can relate to the majority of the Porter’s Five Forces factors. The most influential factors for Virgin Atlantic are the extent of rivalry between competitors and the bargaining power of suppliers. The first factor which influences Virgin Atlantic the most is the extent of rivalry between competitors, as Virgin would need to compare their prices with other airlines, for example, British Airways and Thompson to ensure that their prices are competitively priced against their competitors.  The final influential factor for Virgin Atlantic is the bargaining power of suppliers, as Virgin rely heavily on their suppliers as they supply them with the aircraft but also supply any maintenance and spares that may be required over time.
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