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Executive summary
Many nations have tightened their entry and exit regulations since the covid-19 outbreak in an effort to better manage the viral epidemic. The result has been a severe decline in aviation demand, financial difficulties for international carriers, and the suspension of some flights entirely. This report chooses Air China as the audit object and analyzes Air China's macro and micro environmental issues using PESTEL, SWOT, Porter's five forces, and Porter's value chain. Then, in light of the analysis's findings, suggestions for use as references are made. According to the findings of this analysis, COVID-19 has had a significant influence on the airline industry, and it would be very challenging for Air China to rebuild its economics in the wake of the pandemic. As a result of this, the research suggests that Air China reevaluate the economics of its operations, modify its long-haul route network, and make adjustments to the cabin architecture.
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Unpredictability rises as a result of modifications made to airline business models. The current state of the economy creates the greatest degree of uncertainty for the purposes of revenue management and planning in the aviation industry. This includes the company's brand vision, several advertising campaigns, and various marketing strategies for airlines (Abate et al, 2020). In response to the problems provided by the global economy, the purpose of this project is to develop a strategic marketing plan for a global airline that has operations in multiple regions.
Air China, one of the three main airlines in China, has reported a bigger loss as a direct consequence of the significant impact that COVID-19 has had on travel within China as well as the ongoing closure of foreign borders. Air China revealed that its net loss for the third quarter grew to 3.5 billion yuan ($547 million), which is an increase over the company's net loss for the second quarter, which was 578 million yuan (Ahmed, 2006). This brought the company's net loss for the September quarter to 578 million yuan. A total loss of 10.3 billion Chinese Yuan was incurred throughout the month. The surfacing of COVID-19 instances affecting neighboring airports and tour companies has dealt a huge blow to China's travel and tourism sector. Because of the struggling state of the tourism business, Air China has begun offering deals that include "unlimited flights" in an effort to boost customer demand (Ahmed, 2006).
Within the scope of this study, the PESTEL and SWOT analyses investigate both the macro and the micro environmental issues that are present at Air China.
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PESTEL is a useful technique for macroenvironment analysis. It can serve as a foundation for developing business strategy and design objectives by identifying the major external forces that affect the organization. It is a technique for examining an organization's external influencing variables, which may be broken down into six main categories: political, economic, sociocultural, technological, environmental, and legal (Contributor, 2021).
Here, the economic and social aspects of Air China are examined.
1. Economic determinants. Business activities in China have a direct impact on the nation's economic situation. There is no exception in the aviation sector. The airline industry may suffer significantly from China's unstable economy as a result of the pandemic's effects. Air China will carry fewer passengers, but the cost of raw materials might rise. As a result, Air China has lowered ticket rates and cut back on staff, which has resulted to thousands of job losses. Additionally, in addition to the suspension of lines within China, other nations have also curtailed international travel, and the global economic slump has had a certain degree of an adverse effect on Air China (Air China, 2018).
2. Social influences. The effects of social issues might be more profound and pervasive for Air China, which offers international flights. Because services and hospitality are a priority for airlines. As a result, airlines need to be well-known (Pratap, 2021). However, Air China's operations have been somewhat impacted by recent bad news. For instance, Air China flight attendants yelled at passengers for using their phones throughout the flight, claiming that this compromised aviation safety. and requested that numerous passengers be left stranded while also asking the flight attendants to inspect passengers' cell phones. Due to this, a number of passengers were required to undergo inspection after stepping off the plane and were left detained for seven hours. During this period, several of the passengers were even subjected to verbal abuse.
The most significant effects that external forces have on Air China are those that are technological and economic in nature. As a direct consequence of COVID-19, the demand market for worldwide civil aviation has experienced a precipitous decline, and the percentage of passengers who are eager to travel has reached an all-time low. In this context, Air China has shifted a large portion of its air transport capacity to China's internal market, which has also led to a significant increase in the supply of domestic air transport capacity in China, a decline in the utilization rate of aircraft, and a large number of aircraft ground storage in severe stages. In this context, Air China has shifted a large portion of its air transport capacity to China's internal market. The paradox of actively looking for something (Shaw, 2021).
Second, there is a persistent gap between supply and demand, which is detrimental to the sector as a whole. Because of the persistent overstock in the market, airlines will remain in a highly competitive environment for the foreseeable future, which will make it difficult for them to regain profitability. When compared to other industries, the production capacity of Air China cannot be converted in time, which would further increase the operational burden of Air China, which may eventually lead to more significant harm to the technological foundation. For instance, the unused storage space owned by Air China occupies the apron space at the airport, which further restricts the deployment of airport resources, raises the safety risk associated with airport operations, and places a significant amount of strain on the command and operation of the airport (Çitilci & Akbalık, 2020).
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To determine the main competing forces in a market, one can utilize Porter's Five Forces Model, a highly effective competitive analysis method. Porter's five forces analysis makes the strong assumption that there are only five significant influences that can affect a firm's competitiveness (Bowen, 2010). It does this through three processes. Based on a microcosm of Porter's five forces, this research evaluates Air China.
Threat of new competitors. Through lower price methods, cost savings, and fresh value propositions for customers, new competitors in the airline business have offered novel techniques and put pressure on Air China. For continued competitive advantage, Air China must address these issues and put in place strong barriers (Mecham, 2010).
The products and services offered by Air China are innovative. New items not only attract new clients, but also give existing clients a reason to continue purchasing Air China goods. Unit fixed costs can be decreased by developing economies of scale. monetary investment in capacity development and R&D (Yuanlin, & Shuang, 2016). As long as established players like Air China continue to set standards on a regular basis, new competitors are unlikely to enter a dynamic business. It drastically lowers the window for new businesses to realize excessive profits, deterring them from entering the market.
Almost all aircraft firms buy their raw materials from a wide range of sources. A dominating supplier will lower Air China's market profit. Strong consumer services providers leverage their negotiation position to demand higher rates from the travel and leisure industry (Tretheway, 2016). The net result of suppliers' stronger negotiating position is a decline in Air China's total profitability.
Customers have more negotiating power and are better able to request higher discounts and offers when Air China's client base is smaller and more powerful. A sizable customer base for Air China has been developed. This is beneficial in two ways. It will lessen buyers' leverage in negotiations and provide businesses the chance to streamline their sales and production procedures. by creating fresh things quickly (Kambiz, 2005). Customers frequently look for discounts and reductions on already-purchased goods, but if Air China constantly introducing new products, it reduces consumers' negotiating strength (Mahdizadeh, 2009).
Air China competes in a very cutthroat market in the aviation sector. The organization's total long-term profitability is affected by this competition. Instead of merely vying for a tiny market, Air China collaborates with rivals to increase the market's size through the development of sustainable difference and the acquisition of scale, enhancing its ability to compete (Senguttuvan, 2007).
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The value chain concept developed by Michael Porter aids businesses in examining specific operations that can be incorporated. They get a competitive advantage and add value as a result. Operations, outbound and inbound logistics, customer support, sales, and marketing are among the model's primary functions. The current position of Air China is examined from the perspectives of operation and profit in accordance with Michael Porter's value chain (Serdar, 2017).
Air China must function effectively, and it must be both technologically sophisticated and effective. To enhance the effectiveness and safety of Air China, the airline hires particular companies to install the equipment and carry out subsequent maintenance, such as machinery, airport services, runways, and worker service training (Goudarzi, 2011). The performance of Air China is maintained at a very high level by this type of management. The main purpose of these operations is to get people ready for the conversion of raw resources into finished goods (Battisti et al, 2022).
Because they have the most up-to-date equipment, personnel, and technology, Air China is able to thrive and be profitable in a challenging climate, generate substantial profits, and maintain their existence (Shaw, 2011). Excellent customer service and a steady stream of profits are ensured by the staff's abilities and attitudes. The company's designs are also incredibly alluring, which helps them keep clients. For instance, because a trip can bring back many passengers, planes are roomy and comfortable, and refreshments are offered. This makes it possible for them to generate steady revenues (Doganis, 2006).
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SWOT analysis involves listing and evaluating the primary internal benefits, disadvantages, and external opportunities and dangers of the study item through investigation, and then using the results to make a number of decision-related inferences (Porter, 2018). Strengths, Weaknesses, Opportunities, and Threats are represented by the letters SWOT.
1. Strengths. Airline tickets are still pricey even though they are the most popular mode of transportation for international travel. As a result, only people with earnings above a particular threshold can pay expensive flights. With a high income and thus high profits, Air China can benefit (Atalan, 2022). In-depth research has also been done to guarantee the security of air travel. Compared to other forms of transportation, flying is safe. So Air China is quick and safe, as is the entire airline business.
2. Weaknesses. Modern technology is present in airports in affluent nations, in sharp contrast to the airlines that use their infrastructure in airports in less developed nations. As a result, China's technological constraints are an obstacle for Air China (Ahmadvand, 2008). Despite significant financial investments in Air China's growth, the ground infrastructure of its airports has not significantly improved. Air China has adopted new technologies in order to stay competitive, but doing so has come at a hefty cost due to the strong rivalry in the Chinese aviation market (Knorr, 2018).
3. Opportunities. People are now able to experience other cultures and adventures thanks to the expansion of tourism. Due to the extensive use of technology and social media, Air China has increased the number of flights to popular tourist sites to expose passengers to additional places. Air China can utilize technological advantages while also ensuring that expenses are kept to a minimum (Azimi, 2010). Air China is active outside of China as a result of increased globalization. The airline can improve its visibility by providing flights to additional places, which has a direct impact on the reputation and image of the business (Wu, 2013).
4. Threats. COVID-19 impacts the airline industry first. Strict border controls caused a decline in Air China's revenues, almost no passengers, and even the cancellation of several flights. The advent of low-cost carriers and new airlines offering low-cost flights in China's aviation business has also increased competition in the aviation market. Due to this, Air China's market share has decreased somewhat (Porter, 2018).
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In conclusion, the influence of COVID-19 on airlines has been significant, and the virus has irrevocably altered both the behavior of customers and the practices of the aviation business. Whether seen from a broad or micro perspective, it is extremely challenging for Air China to return to its previous level of economic activity following the pandemic.
The findings of this report's study indicate that the primary types of impacts that Air China would experience are economic and technological. The fierceness of the competition can be attributed to the growing number of other businesses in the same industry. In addition, the decline in profitability at Air China is the ultimate consequence of the improved negotiating position of the company's suppliers. In addition, in order to ensure that the company's performance remained at a high level, Air China contracted the services of particular businesses in order to install equipment and carry out future maintenance. At the same time, the staff's level of expertise and positive attitude provides high-quality service to customers and consistent financial gain.
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It is necessary to do an analysis of the economics behind Air China's operations, particularly with regard to its long-distance flights. To begin, an alternate pricing rationale might be required because the percentage of commercial traffic is smaller than usual. Even first-class travellers flying for pleasure are more likely to watch their spending and take circuitous routes.
Second, improvements to the network may be required if there is a decrease in the volume of traffic. Because consumer demand for goods and services is weak, economic reasons favor larger planes that travel less frequently. It's possible that airlines will find that long-haul networks can be established on planes with cheaper operating costs.
Third, there is a possibility that Air China will rearrange the seating in the cabin at some point in the future. As a result of declining demand, it's possible that the business class cabin will need to be reduced in size. In addition, improvements could be made to the product so that it caters more effectively to high-end leisure travelers. For example, premium economy seating or business class seats that are designed to accommodate groups or couples could be developed.
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