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1.0 Executive Summary
To sustain competitiveness, it is essential for a company to regularly analyze both their internal and external environment. A carefully developed marketing plan ensures that changes in the external marketing environment are foreseen in good time and strategies developed to address such changes. This report aims to explore both the micro and macro-environments of the capital intensive and highly competitive airline sector in which Virgin Atlantic operates. This report explores these factors using relevant marketing models. 

The report will further explore Virgin Atlantics Marketing strategies, discuss their advantages and disadvantages as well as provide recommendations on the prospective benefits and costs to the airline. 
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5.0 INTRODUCTION
5.1 Background of Virgin Atlantic
Virgin Atlantic is a UK-based private international airline founded in 1984 with its headquarters in Crawley, UK. The airline was founded by Randolph Fields and Alan Hillary and currently owned by Virgin Group at 51% and Singapore Airlines at 49%. It was established purposefully for direct flights between Falkland Island and London but has grown to become a global player (Carter, 2013).
5.2 Analysis of the Micro-environment
Micro-environment refers to the factors within the internal environment of an organization which can be controlled. These factors directly affect marketing decisions of an organization and vice versa. They include the following:
5.2.1 Customers 
Virgin Atlantic brand image is customer centered. All its resources are channeled to deliver memorable travel experience for its customers. The airline operates 3 different travel cabins in each airplane to meet a range of customer classes. Its target market comprises the business professional and leisure travelers.
5.2.2 Suppliers
The airline’s main suppliers are Airbus and Boeing. It has a well-developed long-term relationship with these suppliers to ensure needed components are delivered on time for smooth operations


5.2.3 Employees 
Employees comprise an integral part of the Virgin Atlantic Airline community. They are the channels through which its unique service is delivered. This workforce is given world-class training and good performance is rewarded. The company upholds all employment laws; a very good diversity policy has been put in place and discrimination is not allowed. All employees are accorded respect, honesty, and equal opportunity.
5.2.4 Competitors
Virgin Atlantic’s main competitors include British Airways, Air France, AMR Corp, American Airways, Jet Airways, and Emirates. Besides these major airlines, there many small carriers entering the region and thus collectively, the industry has high competition. This has forced virgin Atlantis to constantly review its strategic actions in order to maintain its competitiveness. In order to adequately explore this competition, we will use Porters five forces model (Gillispie, 2015).
[image: Image result for michael porter five forces model]
Figure 1: Porter's Five Forces model of industry competition
For Virgin Atlantis;
· Competitive rivalry within the industry-high
· Bargaining power of Suppliers-low
· The Threats of new entrants-low
· Threat of Substitute products-moderate
· Bargaining power of customers-high
See appendix 1.
5.2.5: SWOT Analysis
The next step in reviewing a company’s strategic plan is performing a SWOT analysis which entails identifying a firm’s opportunities and threats while considering its strengths and weaknesses.
5.2.5.1 Strengths
· Cool image
· Industry trendsetter
· Focus on quality
· Positioning
· Multiple customer categories
· Customer satisfaction
5.2.5.2 Weaknesses
· Financial Challenges
· Poor product differentiation
· Expensive airline perception
5.2.5.3 Opportunities
· Change in Customer preferences
· New fleets and routes
· Possible alliances with other airlines
5.2.5.4 Threats 
· Brexit
· Tough competition
· Volatile global market
· Fuel prices
See Appendix 2

5.3 Virgin Atlantic’s Macro-Environment
5.3.1 PESTLE Analysis 
5.3.1.1 Political factors
· New restrictions
· Influence of Competitor airlines
· Political Stability
5.3.1.2 Economic Factors
· Competitor’s moves
· British Currency depreciation
· High fuel prices
5.3.1.3 Social-cultural Factors
· Change in demographics, lifestyles, and attitudes
· Workers’ unions and Strikes
5.3.1.4 Technological Factors
· Digital disruption/E-commerce
5.3.1.5 Legal Factors
· Employment laws
· Consumer protection laws
· Foreign Trade regulations


5.3.1.6 Environmental Factors
· Adverse weather conditions
· Carbon emission
See appendix 3

6.0 Virgin Atlantic’s Marketing Strategies
A strategy is a plan of action that outlines how a company allocates its resources and other activities within its environment to help it attain its goals. Ramesh (2005) notes that strategies are approaches through which, a company achieves its objectives. Marketing strategies of a company involve developing a marketing mix; a combination of product, price, place, and promotion. 
For Virgin Atlantic to sustain its competitive advantage in the airline industry, its marketing strategies must ensure efficient allocation of their resources while upholding quality standard objectives.
Virgin Atlantic’s marketing strategies include:
6.1 Innovation Strategy
Through innovation, Virgin Atlantic has been able to stay top in the industry. These innovations are in form of new technologies to enhance customer comfort and entertainment, luxury accessories, and foods (Chamberlin, 2015).
6.2 Product strategy
With differentiated cabin classes, the airline is able to appeal to a wide range of customers. Standards of products aimed at giving customers a new and unique experience define the Virgin Atlantic’s Brand. The airline allocates its resources efficiently in developing its products while offering quality services to its customers and still realize profits.
6.3 Pricing Strategy
Virgin Atlantic aims at providing customers with value for money. Relatively high ticket prices are accompanied by high service standards accorded to fliers. 
6.4 Placing/distribution strategy
Virgin Atlantic is more interested in quality rather than quantity of passengers and destinations.
6.5 Promotion/Communication strategy
Rather than pursuing rigid campaigns, the airline adopted a distinctive iconic look and brand voice to act as “golden thread consistency” 

7.0 Conclusion and Recommendations
Virgin Atlantic’s success can be attributed to the customer-centered approach adopted by the airline in addition to their marketing strategy. Its growth from a small enterprise to a renowned airline competing with big airlines like BA is commendable. The airline has offered options for the business category population who want to experience travel rather than just flights. The innovative models introduced by the airline have defined the market standards as well as industry top-notch practice. However, there is more to be done for the airline to retain or grow its market share amid the current cutthroat competition in the airline industry. 
I recommend that Virgin Atlantics dependence on Richard Branson’s capability to boost its brand image and personality should be reduced to ensure its future is assured. Branson will not be the airlines head forever and neither does his manage-at-own-house style work for all executives. The airline needs to adopt a centralized management style. 
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Appendix 1: Porter's Five Forces model of industry competition
First, it is important to note that each of the 5 factors in the Michael porters five forces differ on how they affect Virgin Atlantic due to the ever-changing strategies employed by the airline as well as changing external environment. 
The threats of new entrants
The airline industry generally requires high capital and therefore threats of new entrants are low. The industry is also characterized by tight regulations imposed on all operators and which must be met for operational certification. These regulations include safety aspects, airworthiness and financial stability of the airlines. These provide a tough environment for new entrants into the sector. Furthermore, airlines cannot exit the industry as they wish as aviation regulations stipulate that they must meet stakeholders’ contractual obligations (Carter, 2013). 
Competitive rivalry within the industry 
Despite the highly regulated environment, the airline sector within which Virgin Atlantic operates in still gets new entrants out in search for profits. This is mostly in form of well-developed airlines from different regions extending their operations to the UK; the region dominated by Virgin Atlantic (Grant, 2012). The ever-shrinking passenger count in the airline industry has forced airlines to strategically and constantly develop innovative packages for customers. Virgin Atlantic has been on the forefront in developing customer luring packages. However, such strategies end up being adopted by other airlines. This has led to tight competition within the industry leading to cutthroat competition and fare wars. This rivalry has also led to consolidation among airlines in order to realize profits.

Bargaining power of suppliers
Like any other airline, Virgin Atlantic’s major suppliers include aircraft makers like Airbus and Boeing, aviation fuel companies, ground handling, and support vendors and aircraft spare parts makers.  Considering the presence of few carriers as compared to many suppliers fighting for business with Virgin Atlantis, these suppliers have low bargaining power. In the case of supply of jet fuel which is generally expensive and premium product with fewer buyers, Virgin Atlantic still has a higher bargaining power.
Bargaining power of customers
The airline industry is fundamentally a buyers’ market due to the availability of many choices and strong fare wars. Airlines will always watch out for low-cost carriers entering their markets. Though Virgin Atlantis is a relatively low-cost carrier, other airlines have always copied its business models and thus eating into its market share. Airline sector regulators put in place measures to protect fliers and this has forced Virgin Atlantic to bow to fliers in order to control its market share. The internet has also made it easy for travel agents to profile packages and prices offered by different airlines online. This gives buyers a wide variety of options to choose from.
The Threat of Substitute products
Majority of people in the west travel offshore by air. Presence of a good rail network provides a convenient and cost-friendly option for inland travelers. Though the impact of this substitute is not strong, it is important to note that the dynamic environment is providing fliers options to replace the need to fly. The global recession is forcing some business fliers who used to fly regularly to consider virtual meetings and teleconferences. Leisure travelers are also opting for cheaper local destinations. This collectively lessens dependency on air travel. 

Appendix 2: SWOT analysis
Strengths
Cool Image: Virgin Atlantis has over time enjoyed a continued association with Richard Branson’s cool personality by its fliers. The airline also appeals the youthful generation and exuberate robustness leaving many people with the desire to try it out given a chance. 
Industry Trendsetter: Virgin Atlantic is considered a constant pacesetter in the airline industry. With a well-equipped and youthful team, the company’s objective has been geared towards giving its customers new service standards in the industry. Most of its innovative models have been embraced by all its competitors.
Focus on quality: Virgin Atlantic has always considered itself as operating in a service industry rather than Transport industry. The company’s ability to set trends in the industry has been as a result of continuously focusing on the customer experience. Although prices for the airline tickets are high as compared to other airlines like Ryanair, the customer experience accorded to fliers is exceptional.  To achieve these high standards, the airline implemented Total Quality Management which is regularly reviewed (Grant, 2013). 
Positioning: Though its tickets are relatively expensive as noted above, Virgin Atlantic has positioned itself as a value for money airline. The quality of service, the special and personalized attention given to fliers is superior and exceeds the ticket price. The superior quality of food served in-flight has also made the airline popular.
Multiple customer categories: Primarily, Virgin Atlantic offers three categories to its customers. These include the economy, premium and luxury segments. Despite this categorization being common in almost all airlines, Virgin Atlantic’s product packages to these categories give it a cutting edge above others. It achieves this by ramping up and down slight service qualities and personalization.
Customer satisfaction: Virgin Atlantic has established itself a niche as an airline for those fliers seeking value for money experience. Its standards appeal to a wide spectrum of customers. The airline has managed to serve both price-sensitive easy going and sophisticated dictating executive customers in the same aircraft. According to Steve Ridgeway, Virgin Atlantic’s marketing director, the airline dominated its competitors because it managed to provide well-coordinated passenger coexistence (Carter, 2013).
Weaknesses
Financial Challenges: the airline has only 40 airplanes as compared to some of its competitors with airplanes in hundreds. Though its growth has been gradual and strategic, its financial muscle has not been sufficient to counter expansion rate of some of its competitors. In the wake of Brexit, Virgin Atlantic is likely to encounter financial challenges considering that the airline incurs most of its spending in dollars while part of its revenue is received in pounds. With the meltdown in the value of the pound, the airline will incur serious losses.
Poor product differentiation: Despite being among pioneer airlines in the region, Virgin Atlantis has failed to create a solid difference from other airlines. Many of its competitors have been imitating its strategic models and some even implemented them better to become more successful and eventually reducing its market share. This has forced the airline to develop other differentiators. 
Expensive airline perception: Besides the value for money brand identity, Virgin Atlantic does not benefit much from economy class of travelers who consider the airline as relatively expensive as compared to other airlines (Chamberlin, 2015).


Opportunities
Change in Customer preferences: More professionals are entering the corporate world and thus the need for business travel has increased. This category of fliers is willing to pay more as long as comfort and new travel experience is guaranteed. This is in line with objectives of Virgin Atlantic (Virgin Atlantic, 2014).
New fleets and routes: The airline has a big market it has not explored. In the event of new developments in the global market, for example, new partnerships after Brexit, the airline may add more airplanes to its fleet and establish new routes to new destinations.
Possible alliances with other airlines:  There is a possibility of an alliance between Virgin Atlantic and other airlines like Air-France and KLM to solidify operations and realize more profits in some regions rather than operate independently.
Threats 
Brexit: As eventualities of Brexit, the airline industry is experiencing reduced passenger count
Tough competition: Virgin Atlantic faces a lot of competition from other airlines such as Emirates, Air-France, Lufthansa and British Airways.
Volatile global market: The Volatile global market is negatively affecting the performance of the airline. Slump in currencies of some states affects the airline’s revenues. 
Fuel prices: Fuel expenditure makes up 15% of Virgin Atlantic’s budget. Volatility in fuel prices greatly dips into the airline’s revenues.  

Appendix 3: PESTLE Analysis
Political factors
· The airline industry is highly regulated by all governments. In essence, these regulations determine where the airlines can operate, their service charter, planning, pricing, and strategies. Virgin Atlantic faces various political challenges collectively in different states it has establishments. These challenges may be in form of licensing bureaucracies imposed by foreign countries. Virgin Atlantic has managed to operate in many countries by adhering to regulations imposed by host countries.
· British airline is the biggest airline in the UK and due to its dominance; it has high influence in policy formulation. Some of these policies influenced by competitor airline maybe unfavorable for other airlines like Virgin Atlantic.
· Political Stability- Political stability of the UK provides a favorable environment for growth of businesses.  

Economic Factors
· Competitor’s moves- In the airline industry, there are occasions where competitor’s move pushes a company to adopt a similar strategy. For example, price reduction by Emirates forced Virgin Atlantic to reduce its prices to too. 
· British Currency depreciation- This has been witnessed in the wake of Brexit. When the UK announced its decision to opt out of the EU, markets started collapsing. Many companies trading on stock exchange lost valuation and the country’s currency devalued against others. 
· High fuel prices: An increase in the price of fuel will force an airline to transfer the cost to its customers by increasing ticket prices and vice versa. It also has a direct impact on the value of a currency. Transfer of such costs to consumers reduces the affordability of air travel.
Social-cultural Factors
· Change in demographics, lifestyles, and attitudes:  It has been observed that many people in the baby-boomers stage have more disposable income to spend. On the other hand, the elderly population is conservative often frugal. Virgin Airlines has extended ticket discounts to senior citizens to encourage air travel. 
· Employee unions and Strikes: Like any other company, Virgin Atlantis is required to allow employees access workers unions. These unions provide platforms for employees to bargain for better working environments. Airlines are forced to reconsider their planning to meet workers’ demands made through such unions. This can avoid unnecessary strikes which can paralyze airlines operations. 
Technological Factors
· Digital disruption/E-commerce: Technology provides a competitive advantage for a company. Virgin Atlantis has been consistent in adopting new technology to boost customer experience. Maintaining well-developed e-commerce platforms can ease ticketing and check-ins among the tech-savvy. However, this should be handled carefully note to isolate less tech-savvy population.
Environmental Factors
· Carbon emission: Virgin Atlantic has been radical in reducing its environmental impact. Through continuous research and Innovation, the company has been able to adopt aircraft engines with less carbon emission. 
· Adverse weather conditions: Adversity in weather is common in the airline’s routes. Extreme weather scenarios like the tornado and hurricane affect aircraft schedules and safety of passengers.

Legal Factors
· Employment laws: Virgin Atlantic complies with laws in different countries they operate in. Example of such laws is the Minimum wage policy which the airline has always observed. 
· Consumer protection laws: Airline regulators have always protected consumers. They put in place regulations to protect them against exploitation by airlines. For instance; ticket prices are regulated. 
· Foreign Trade regulations: The airline complies with foreign trade policies of host countries. 









Appendix 4: Marketing strategies implemented by Virgin Atlantic
Innovation Strategy (The Branson Factor)
Richard Branson’s entrepreneurship skills and attitude coupled with his bold desire to expand across the Atlantic Ocean has elevated the airline’s publicity. The airline’s product Engineers are carefully selected and motivated to come up with innovative airline technologies that make its services to its customers memorable. On board, there are several entertainment gadgets installed for the comfort of passengers. Virgin Atlantic also maintains innovative and creative customer relation platforms to help address passenger problems like ticket refunds, flight disruption, and baggage claims among others.
Carter (2013) notes that Virgin Atlantic is well known for thinking outside the box to always provide new in-flight experience. In the years proceeding to 2004, the airline realized increased traffic amid market turmoil. The volatile business environment, rising fuel prices, and saturated employment market disrupted growth for many businesses. However, Virgin Atlantic realized growth through management of overhead costs. To achieve this, the Airline’s management reevaluated its operating model and introduced a scalable workforce.
Advantages
· Virgin Atlantic has been able to constantly give new and high standard customer experience through innovative product differentiation. This innovation has defined Virgin Atlantic as a trendsetter in the airline industry. 
· Innovation pursued by the airline has given it a competitive edge in the industry.



Disadvantages
· Competitive innovation is costly. In order to hold up its brand as an airline providing new customer experience in terms of technology and comfort, the airline has to allocate a big budget towards innovation and creativity. 
· The innovations made by Virgin Atlantic have set trend in the market. Some airlines copied similar models and there are no restrictions on airlines adopting each other’s model, it is difficult for the airline to develop a unique product that cannot be copied by other airlines.
· Adoption of new technologies can lead to high levels of unemployment.
Product Strategy -4Ps Strategy
Product: Virgin Atlantic has a fleet of over 40 airplanes which include A	irbus and Boeing.  Each of these planes has 3 classes: Business class, Economy class, and Premium economy class. Their cabins are superior with wider seats and leg space. Like other airlines, its first and business classes have access to lounge, priority check-ins, 180-degree-turn comfortable seats among other luxury facilities. Kids are provided with different food menu (Grant, 2013).
Advantages
· Luxury user-end experience for its customers is guaranteed.
· The airline has appealed to the growing business class population with a desire to receive value for money experience.
Disadvantages
· It is costly to stay abode tech-savvy amid the rapid technological revolution happening globally

Pricing strategy
Virgin Atlantic is considered a high-end airline. Its competitors charge less for similar cabin classes. However, Virgin Atlantic’s pricing strategy is not targeted at meeting a big number of passengers. Rather, they target the business professionals and influential personalities who are after getting value for money. It is also important to note that the airlines economy class is slightly cheaper than some of its competitors. 
Advantages
· The Pricing strategy has been fundamental for Virgin Atlantic to provide unique service quality to its customers
Disadvantages 
· Matching competitor moves during a recession can eat into the airline’s profits.

Placing /Distribution strategy: 
Virgin Atlantic has limited flights with its fleet of around 40 aircrafts and 30 destinations. It has operations in 3 places in the UK; Heathrow Airport, Manchester Airport, and Gatwick Airport. Its products are sold through various distribution channels. Bookings can be online from the Airline’s website, online travel websites, local travel agents or phone call to the airline’s customer support.
Advantages
· Convenient booking platforms

Disadvantages
· Limited fleet and destinations as compared to competitors
· Use of intermediaries like travel agents raises ticket prices.

Promotion/Communication Strategy
[bookmark: _GoBack] With route coverage lower than BA, Virgin has always defined itself as the preferred airline for both leisure and business travelers. To achieve this, its communication objective has been outlining the unique attitude of its brand “virgin-ness” so that people of all class range find reasons to choose Atlantic Airline over other airlines.
Virgin Atlantic has several platforms through which it engages and targets its customers. These include social media and Television advertisements. The airline also uses Richard Branson to promote its brand image. It also runs offers based on seasons, cabin class and destinations.
Advantages
· It has boosted its awareness
Disadvantages
· Information remitted through this communication has informed competitors of Virgin Atlantic’s new business models allowing them to copy.
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