MARKETING FUNDAMENTALS 2
MARKETING FUNDAMENTALS 2		2





Marketing Fundamentals 2: Internal and External Analysis of British Airways
 

             Program: BA Business Management
             Module: Marketing Fundamentals
             Module code: LCBB4004
             Module Coordinator / Lecturer: Sadeque Imam Shaikh
            Assignment Title: Assessment 2 Marketing Fundamentals Analysis and Evaluation
            Name: Bilyana Veselinova Nikolova
            Students ID: 1916915 



Introduction
Being a marketing manager of British Airways is a daunting task not only because the company is a large one but also because of the market within which it operates. The role of a marketing manager is to manage the positioning and promotion of a brand or the products and services sold by the company for which they work. In typical terms, the marketing manager is tasked with attracting more customers to purchase from the company by incorporating various mixes of promotional methods to increase the awareness of the brand (Karami, 2017). British Airways is a company which many people know, especially because of its name that is associated with the country of Britain. However, this does not mean that the managers in the marketing department of the company have an easier task than others. The company needs continuous promotion and marketing campaigns and strategies have to be carried out throughout so that the company does not risk losing its touch with the market (Karami, 2017). 
For the managers in this company, it is important to ensure the company is visible and remains relevant in the industry. Failure to keeping up with the market standards provides a chance for the company’s competitors, who are many and similarly competitive, to take any shares of the market that British Airways could let go. Recovering such lost shares of the market would be quite difficult for the company, thus, it is cheaper and more applicable to keep the company relevant while the managers have it in a favourable position (Karami, 2017). One of the ways the managers do this is by conducting an external and an internal analysis of their company. An external analysis entails the analysis that is focused on the wider environment in which the company operates. On the other hand, an internal analysis entails the factors within the company which affect its business, such as its strengths and weaknesses.

External analysis 
This analysis entails the economic, global, technological, and demographic factors that impact the performance of the company. For a proper analysis of these external factors influencing the performance of British Airways in the global airline industry, it is necessary to conduct an analysis based on Porter’s Five forces. Conducting this analysis would be helpful in determining the position of the company in the global airline industry. Each of the five factors covered in the model are detailed in the successive paragraphs.
Threat of New Entrants
Entering the airline industry demands huge investments and this acts as one of the barriers for new entrants into the market. Another barrier is the amount of efforts that new brands have to engage in for them to get a share of the market that would be profitable for them. This is because although the industry is highly competitive, it entails a number of airlines that have already established themselves in the market. Product differentiation is also very little in this market because all the airlines only have to offer passenger services and freighter services (Gupta, Gupta & Gupta, 2019). Competition is only differentiated in terms of pricing and the quality of service, and even so, most companies have their services and prices very closely related. This means that for new entrants, it is harder to develop a competitive edge over the companies that have been in the industry for long. British Airways was formed in the mid-1970s and has over the decades established itself as a leading brand in the market. Since not everyone can enter the market due to the aforementioned barriers, it is also not easy for companies in this market to gain the customer base from those that are currently operating there. Therefore, there is a very low threat of new entrants for British Airways (Gupta, Gupta & Gupta, 2019).
Threat of substitutes
When determining the substitutes that are available to customers in comparison to British Airways, the focus goes to railway, road, and water transport means. In many parts of Europe, road, rail, and ships or boats make up a significant threat to the company. However, how formidable a threat these can make up is dependent on how airline customers perceive the need to use air travel instead of other available means of transportation (Tan, 2019). When the routes involve overseas destinations such as Australia, Asia, Africa, and the Americas, these substitutes are not any significant because they are not economically feasible for the type of customers who use air travel. The value of a substitute is also determined by the target market for British Airways and since this consists of people traveling for business or other purposes that require them to travel within the shortest time possible, air travel becomes the only feasible mode of travel for them. To this effect, it may suffice to say that British Airways faces a moderate to low threat of substitutes because substitution can only be a bigger threat when covering routes that are serviced by high-speed railway services (Tan, 2019). 
Bargaining Power of Buyers
Today, airline customers are very much aware of their rights and the services they should expect from airlines. Most of these customers are sensitive of the price they pay for airfares and will choose the airlines from which they seek their services according to, among other factors, the price and matching quality of services. This is also added to the fact that if and when they choose to switch from British Airways to any other service provider, they do not have any costs to pay, making it very easy for the companies in this industry to lose their customers when they charge higher than what the customers expect them to, or different from the quality of service they offer (Gupta, Gupta & Gupta, 2019). While at this, it is also notable to consider the customers who purchase their air tickets through agents, especially those who purchase in groups and travel together. These buyers have multiple options from which they select the airlines that provide them with the highest utility for their fees. These dynamics mean that the power is left to the consumers, which essentially means that like all other airlines in the market, British Airlines faces a situation where the consumers have a very high bargaining power (Gupta, Gupta & Gupta, 2019). 
Bargaining Power of Suppliers
The suppliers in this industry include the companies that manufacture and deliver airplanes, whether through direct purchase or as part of hiring services as agreed between the airline and the manufacturers. Suppliers also include fuel and food suppliers, as well as labour providers for the airlines. The number of suppliers in this industry is very low as airlines have to invest large amounts on the airplanes they acquire, meaning that it is expected for the number of plane manufacturers to be few due to the nature of the industry and the investments, expertise, and risks involved in the trade (Tan, 2019). When the number of suppliers is low, they retain much of the bargaining power because the airlines, who are their primary consumers, are many. Airlines like British Airways depend on Boeing and Airbus primarily for the delivery of airplanes, hence the need to develop a positive relationship with these suppliers. The situation is similar with other suppliers because airlines are dependent on fuel suppliers, food suppliers, and other services which are specialized for the airline industry. The workforce is also a significant supplier that the company solely depends on for its operations. This mean that in the case of British Airways, the suppliers have a very high bargaining power (Tan, 2019). 
Rivalry in the Industry 
As noted in the case of customers having the readily available choices from which they select the airlines to use, the competition in this industry is intense. British Airlines serves customers in routes and airports that are serviced by other major international as well as domestic and regional airlines. The competition on the international stage is more intense than at the local level on different factors including the prices, convenience, and the quality of services provided. This requires the company to be on its toes at all times with regards to the quality and pricing models they use in order to avoid tarnishing their image and ending up losing their customer base to competitors like Virgin Atlantic, Cathay Pacific, Lufthansa, and Air France among other major European and global competitors. This suffices to conclude that British Airways faces a very high level of rivalry in the industry (Tan, 2019).
External impact of COVID-19
Since the beginning of 2020, the airline industry suffered in general as the number of travelers plummeted to a point where none were traveling. International border closures meant that international traveling was nullified for most of the year in 2020 and this was only resumed when some governments in Europe and America eased the travel restrictions. Since the pandemic decimated most of international businesses and such trades as tourism and sports were not available, there was little reason for people to travel. Safety and health recommendations also meant that there was little incentive for people to want to travel during the pandemic (Amankwah-Amoah, Khan & Osabutey, 2021). The impact of these issues to British Airlines was immense and the company made billions of pounds in losses and had to cut thousands of jobs to remain economically feasible. Freight services were, however, on the rise for the company as it made over 4,000 cargo-only flights in 2020, which enabled the company to avoid a total collapse. The government availed funds for companies like British Airways as part of a program to protect jobs and commerce in general, and although the company’s management projects that the impact of the pandemic may be permanent, it is expected that the company, like many other in the industry, will resume normal pre-pandemic operational levels by 2024 (Amankwah-Amoah, Khan & Osabutey, 2021).
Internal Analysis 
Conducting an analysis of the internal factors that affect the performance of British Airways amounts to conducting a SWOT analysis of the company. The following sections provide a detailed overview of the company’s SWOT factors. 
SWOT analysis 
Strengths
The company is well-known as an established player in the airline industry and its brand has a strong position in the UK market. The company’s focus on customer experience, operational effectiveness, superior technology, and the efficiency of its fleet are among the leading strengths for British Airways. The company can always depend on its positive and customer-friendly image which it has developed over time through a focus on customer convenience (Mills, 2017). The company has a highly fuel-efficient fleet which, coupled with its other superior technological applications and infrastructure, make the company operationally optimal and this makes it easier for the company to remain competitive and profitable. The company also has a well-established international route network that spans wide from its core market in the UK. British Airways carries more than 40 million passengers annually to its more than 70 markets worldwide (Mills, 2017). 
With a significant share of the airlines operating from and departing from airports in London, the company holds a powerful position to grow further in the UK market and in other markets that are connected to the UK market. British Airways also strongly focuses on sustainability which includes investing in more fuel-efficient fleets of planes and vehicles, as well as a strategic plan to go carbon neutral by 2050. A large fleet and strategic partnerships and alliances with companies that form the One World Alliance, including leading brands like Iberia, Cathay Pacific, American Airlines, Qantas, among others which combined serve more than 1000 destinations in over 150 markets position the company in a stronger place in the market (Oxford Analytica, 2019).
Weaknesses
One of the company’s major weaknesses is that even though it has a significant global presence, it is significantly overdependent on the UK domestic market. The company makes up the largest share of the International Airlines Group and is responsible for more than half of the groups net revenue. However, it has also been recorded to generate almost 50% of its revenue from the UK market. With the spread of COVID-19 coming at a time when the UK market was adjusting to the uncertainties of Brexit, the need for the company to expand in markets outside the UK is highlighted and necessitated (Suk & Kim, 2021). Another weakness is that the company has HR issues that are challenging for its management and these impact its service delivery. 
Strikes by pilots have in the past disrupted the company’s operations in the past where the company was forced to give in to the demands of the pilots in order to prevent the situation from escalating further and disrupting its global network. Without an amicable long-term solution, such issues could crop up from time to time and make the company less reliable for customers (Moore & Taylor, 2021). The company has also experienced issues with the Rolls Royce Trent 1000 engines which have led to delays and flight cancellations. These have all contributed to the decline in the company’s punctuality index by 3%. The engine in question has been limited by a directive from US FAA until the manufacturer finds a permanent solution.
Opportunities
Even though the company operates within a global market that is currently only trying to recover fully from the impacts of COVID-19, British Airways has the chance to make faster recovery and increased growth through an increased presence in the international markets (Suk & Kim, 2021). Though the company is successful, it is dependent on the local UK market for almost 50% of its annual revenue. An expansion to increase the company’s footprint internationally would help the company decrease its dependence on a single market as well as in growing its customer base and that would lead to an in increase in revenues. Digitization and technological innovation also provide British Airways with an opportunity to increase its share of the market (Havlovic, 2020). 
The company has been harnessing the benefits of increased digitization in recent years as there are various areas of flight operations that technology comes in handy in helping an airline to increase efficiency and improve customer service delivery (Jackson & Tozer, 2020). However, British Airways has to keep looking for technological opportunities that would give the brand a competitive edge over its industry rivals. Another opportunity for the company comes in the form of expanding its product and services portfolio to include premium services for customer segments that are not price-sensitive and would be willing to pay more than others for increased quality and luxury (Cozmuta, 2021). Such products and services would give the company an avenue to increase its annual revenue without the need for additional flights or a thorough overhaul of how the company already works.
Threats
Like it is the case for any other airline, competition provides one of the most formidable threats in the market for British Airways. The company faces stiff competition in both the local UK market and on the international stage as well. The toughness of the competition is linked to the increasing number of carriers and the rise of airlines that target various niche markets (Efthymiou et al., 2018). These have resulted in the company losing its share of the market in some of its key destinations. Increased competition also comes with increased costs of operation, especially in the acquisition of new aircraft. The company also faces a threat emanating from regulatory factors since the airline industry in the UK is a highly regulated one. Non-compliance of any form in the UK and the US markets attracts hefty fines which would dent the company’s financial outputs (Williams, 2017). Brexit also caused challenges that the airline still faces as threats including the high uncertainty in the business environment and lower investor confidence. Brexit comes along with a new set of rules that continue to be formulated and executed in the economic realm, including custom and immigration laws that are set to complicate the way airlines like British Airways conduct their business. 
Internal impact of COVID-19 - 200
As an external factor, COVID-19 compounded the impact that Brexit already had on this industry. As an internal factor, however, the effects of the pandemic were even more dire. The company was among all the others in aviation to shut down all passenger operations in due to closure of international borders, lack of customers to ship, and most importantly, the need for the industry to play its part in containing the spread of the Coronavirus. While the services were halted, operational costs mounted because the company had to maintain its fleet while they were grounded and were not making any revenue. British Airways also had thousands of employees to remunerate while they stayed home, while other operational costs like airport parking fees, security services, among others also kept mounting while the revenues dwindled (Suk & Kim, 2021). 
During this pandemic, the company released more than ten thousand employees in order to balance its books and avoid filing for bankruptcy. The company also had to adopt a hybrid working strategy where its remaining employees could choose to work remotely or in the traditional workspace. New technologies were required to be acquired and incorporated into the company’s normal operations in order to keep the company running in the challenging times, and also to reduce the costs of operating as the airline makes its recovery from the pandemic (Suk & Kim, 2021). The pandemic led the company towards making cargo-only flights, which coincidentally increased the revenue made in this segment. The increase in freight revenue did not, however, cushion the company from the overall impact of the pandemic. 
Conclusion
The role of a marketing manager is to ensure that the company he or she represents is as visible as possible and that it can compete with other bigger brands for new customers. For British Airways, however, the task is more challenging due in part to the nature of the global and local UK aviation industries. However, working to make the British Airways brand more visible and, consequently, more profitable in the market, it is essential to focus on the internal and external factors that influence the company’s market performance. An internal analysis of the company is conducted through an analysis of its SWOT factors while the Porter’s Five Forces model has been adopted in this report as the preferred method of analysing the external factors affecting the performance of British Airways in the market. The conclusion is that the company operates in a very competitive market in which lagging behind would cost the brand, but there are numerous opportunities for it to capitalize and achieve the desired growth in both the local UK and the international markets.
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