9








American Airlines Inc.: PESTEL Analysis

Anamaria Gabriela Duman











Introduction
	American Airlines Inc. is an international airline located in the United States of America. It is currently the world's biggest airline based on the fleet size, revenue generated, and passengers. The firm was founded in 1936 and has since realized rapid growth, offering flight services in many regions globally. As it becomes more global and ventures into new markets, it faces various threats and opportunities that impact its growth and performance. Since the emergence of the COVID-19 pandemic, the airline industry is one of the sectors that has been adversely affected due to international travel restrictions. As a result, it continues to experience various issues related to political, economic, social, and technological factors. This report presents the PESTEL analysis of the airline industry and determines whether each of the elements of the model presents a threat or an opportunity to American Airlines. 
Political Factors
	The political environment plays a significant role in determining the success of any business. Different regions and countries have different political situations that present either risks or opportunities for a company. The American airline industry has been experiencing a stable political environment due to peace and stability. However, American Airlines Inc. operates in different nations with varied political factors that present risks to the firm's performance. The U.S. Department of Transportation and the Federal Aviation Administration is responsible for regulating the operations within the airline industry. The robust security and low level of corruption within the nations the firm operates are opportunities for the organization to maximize profits. 
	Other than the stability of the government, American Airlines Inc. also operates in the markets with favorable tax policies, labor laws, and foreign trade policies which are essential for the growth of a business (Spillan, Virzi and Garita 2014). In most markets in North and South America, the organization enjoys favorable trade policies hence an opportunity to maximize profits. Global institutions such as the World Trade Organization also impact the industry to ensure uniform trade rules and laws globally. The WTO enhances the free flow of trade, thus the need for undisrupted air transport to different destinations. The trade blocs such as the European Union also continue to have a positive impact on global air transport. It encourages the free movement of flights between the member countries, thus creating more business opportunities for the firms operating in this industry. However, the air transport sector continues to experience a lot of uncertainty regarding laws and regulations. The growing concern over international security threats such as terrorism leads to the establishment of strict laws regulating air transport. The firms operating in this sector are therefore required to invest heavily in compliance or face legal hurdles. Such creates an unpredictable future for the organizations leading to a threat. 
Economic Factors
The operation of any company or business is affected by the prevailing economic condition within its area of operations. The national economic factors, as well as the customers' economic factors, will determine the profits of the company. The international companies are affected, and their operations are concerned because the economic conditions are different and keep changing from one country to another. Therefore, multinational companies must study the international economic factors and patterns. This will be paramount in planning and putting measures to mitigate any risk that can arise due to change in economic factors.
The revenues of American Airlines Inc. have been in line with the world economic conditions. The airline records high profits during high economic times and declining profits during low economic times (Sakthidharan and Sivaraman 2018). During the COVID-19 pandemic, airlines, including American Airlines, were affected as their profits drop since businesses were not operating, resulting in low economic times. When individuals do not have high disposable income, the limit on travel and, particularly international travel and affects the operations and revenues of the international airlines—consumer expenditure has a significant impact on the functions of the global airline just as other businesses.
The money markets and the financial institutions affect the operations of the airlines. Inflation, exchange rates, and efficiency of the economic systems determine the profitability of international airline companies. The International Monetary Funds has a significant influence on the world's economy, and therefore its actions have directly or indirectly affected the operations of American Airlines. The IMF plays a critical role in streamlining and controlling the economy of various countries globally, which impacts the operations of airline companies (Gaspar 2019). Countries seek assistance from IMF to stabilize their economies, control inflation, and boost their economic growth. Through the economic growth, the international travels increase, leading to profits to the airline companies.
Research indicates that the number of trips to oil-producing countries is relatively higher than those that do not produce oil. Oil is one of the economic activities that affect the operations and profit levels of American Airlines. Oil production is an economy that is very critical and fetches high prices in the world market. Many countries across the globe depend on oil-producing nations to get this unique resource, and therefore the number of freights in and out of the oil-producing countries is always high. The economic factors determine the rate of travel and use of plain.
Social Factor
The culture and way of life of various societies worldwide affect the operations of the American Airlines Company. The population and world demographics shed light and guide the Airline marketers in carrying out their activities. Culture plays a critical role in the determination of airline travel. Some people prefer the use of the plane to other modes of transport. For example, the number of ticket sales to China has increased in the recent past as the movement to and out of China has increased. The majority of the china population prefer airline travel, which has grown tickets to the china population.
The social status of the population also determines the profits of the Airline companies. The rich use the airline more often as compared to the poor. The health and educations levels of the population affect the international travels. The educated and healthy people are likely to travel by using the plane, giving the airline companies more revenue. Some few people also travel because of sickness as they are seeking medical attention.
Migrations factors also play a critical role in the determination of international travels and movements using the airlines. Droughts, wars, calamities, famine, and religious activities are among the various migration factors that influence travel rates internally and externally (Castelli 2018). The American Airline Company reports high profits during difficult moments, for example, during Hurricane Florence. The company recorded an increase of fourteen percent during this challenging moment as the migration rate from the affected arrears increased. Wars and conflicts affect the company activities negatively as the movement to the affected countries are restricted.
Tourism is another activity that has an impact on the revenues and operations of the airlines. Tourism can be either internal or external. Both local and international tourism affect the functions of the airline companies and, consequently, the company's profit levels (Aydin and Karamehmet 2017). The American airline Company records high incomes during the festive seasons because this is the time when most people go for holidays to various tourist sites. People are willing to spend during the festive seasons, and their spending power is also high as they save and plan for the season. Therefore, the tourism culture is essential in determining the level of revenues of airline companies.
Technology Factors
Technology has several advantages for various sectors in the economy. Technology has both positive and negative impacts depending on who is employed. Technology gives companies a competitive advantage and improves service delivery to customers. In addition, the use of technology enhances cost-saving hence increasing the profits of the company. On the other hand, the increase in technology absorption has brought about stiff competition in the market, mandating various players to keep advancing technology levels to survive in the industry.
The American airline company has adopted technology in its operations, which has given the company a competitive advantage and cost-saving mechanism resulting in high profits and better services to the customers. From time to time, it upgrades its fleet in terms of technology to enhance its competitiveness in the market. In addition, technology improves service delivery, and this increases customer satisfaction.
American Airlines Inc. is currently purchasing aircraft that are more efficient in terms of fuel consumption. The fuel consumption crafts have saved the company billions of dollars. Artificial intelligence and learning machines are also ordinary in the airline industry. American Airlines has adopted artificial intelligence and learning machines to learn about customer needs and predict future patterns (Soelasih 2021). The systems also help the company expect the customer's needs and expectations accordingly, hence responding in a manner that satisfies the customers.
The booking of tickets is now easy and this and increased the number of airline travels. In addition, passengers can book tickets online easily at any given time, and this encourages customers typically to travel. In the past years, the booking was tedious, and this would discourage some people from traveling as some would not follow the lengthy procedures.awa
Environment Factors
Environmental factors influence the performance of any business. Some environmental factors are favorable, and others are unfavorable to some businesses. The operations and profits of American Airlines are affected by environmental factors. The company has to employ various mechanisms to ensure that they lose likely due to unfavorable environmental factors. The company must comply with various rules and regulations that multiple countries have set and international environmental agencies regarding conserving the environment. The emission of harmful substances to the atmosphere is being discouraged, and companies must adhere to this.
The American airline company has incurred losses several times due to bad weather. The bad weather at times forces the company to cancel or postpone some of its trips. The cancellation or postponement subject the company to heavy losses as they lose revenue and incur extra costs as they have to compensate and take care of the passengers. The company also incurs legal costs as some customers can sue the company and demand compensations. Lousy weather also causes damages to the planes, increasing the maintenance cost.
Various international bodies and countries have set rules and regulations that these companies have to adhere to protect their environment. The adherence cost to some of the environmental conservation ways can be expensive to the company. Still, they have to avoid possible legal cases that can result if the laws are not mentioned.
Climate change is another environmental factor that affects the operations of airline companies. Countries across the globe are working on all mechanisms to ensure that there are zero emissions of carbon dioxide and other dangerous emissions that can result in climate change (Choi 2017). The airline companies that are known to contribute to climate change through the emission of gases are affected by these policies, affecting their profits and operations.
Together with World Health Organizations, United Nations has set several policies to safeguard the environment from all forms of pollutions. These policies must be adhered to by all airline companies as this can lead to legal suits and some restrictions if the policies are not obeyed. Therefore, the operations of the airline companies are strictly guided by the environment conservation policies set by the environmental protection agencies, including the U.N. and WHO. Despite the various environmental challenges that airline companies incur and the expectations that they conserve the environment, American Airlines Company are the leaders in environmental conservation.



Legal Factors
The safety of customers is very critical in the airline business. Customers need to be assured that there is enough security and that no insecurity is likely to happen even as they travel. Several attack cases have been reporting in New York City that subject the passengers to significant losses (Malhotra and Mittal 2018). The attacks were the eye-openers that made America tighten its security measures, particularly the plain travels. Some various legal aspects or rules guide the operations of the American Airlines Company to tighten its security measures. Any aggrieved customer is free to go to court to seek justice, and if the airline company is caught guilty, it will be compelled by a court to pay compensation.
Health and safety laws
 Countries have different rules and regulations that govern and protect consumers from any form of risk. Therefore, multinational companies are likely to incur substantial compliance costs as the regulations must be met in all of their operations. Since the New York attack, America has put in measures to ensure the customer safety is controlled and that more cases will be reported.
Employment laws
Airlines companies have employees in all parts of the world. The company and employees are guided by the employment laws of the specific country where the employer is working with. American Airlines Inc. needs to adhere to all the employment rules in various countries where its employees work. Adherence to all the employment laws is very costly, and times need an expert.
Data protection
As airline companies interact with their customers, they are likely to obtain a lot of information from their customers. Any data received in the process of transactions must be kept secret that no third party should benefit from the data collected.
The operation of the international airline company needs, by all means, to adhere to both local and international legal rules. The employment rules and regulations will give the company a better opportunity and calm environment to work both locally and internationally without any conflict or legal suites.


Conclusion
	The airline industry is rapidly changing and experiencing diversity moving into the future. The opening of global trade and free travel creates more business opportunities for these organizations. However, there is growing uncertainty regarding the laws that regulate the firms' operations in this sector. At the same time, the growing economic conditions, GDP, and disposable personal income means that more people can afford to travel to different regions hence an opportunity for more revenue generation. Furthermore, technological advancements are further placing more opportunities for players in the industry to utilize modern trends and increase customer service while also promoting efficiency. American Airlines Inc. can therefore utilize the opportunities presented by the PESTEL analysis while it alleviates the threats to gain competitive advantage. 
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