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Southwest Airline Analysis
1. What are the key industry conditions which render profits elusive for airlines? Using the five forces model of competition, what does the structure of the industry reveal about competitive rivalry and profit potential? 
The southwest airline faces five primary conditions which make it difficult for the airline to make profits. One such elusive area is the high operational costs within the industry whereby the fuel costs account for a large proportion of expenses which might lead to low revenues and subsequently bankruptcy or even complete shutdown. Also, the high capital requirement within the industry meant to foster growth while demanding low costs from the customers for the services offered leads to low income for the airliner. Thirdly, there are strict regulations put in place by the government through the Federal Aviation Administration for the airline industry concerning the safety of the customers. For instance, the company had to ground 47 air-crafts when it was discovered that the airliner flew 117 aircrafts most of which violated the mandatory safety checks. The resulting fines dealt the company a huge financial blow. Then, the airline industry market is becoming saturated with the entry of new firms hence the scramble for the customers. Finally, the lack of loyalty among the customers is a huge challenge to the airliner due to new entrants in the industry. 
The five forces of model competition are in support of the diagnosis of the United States of America’s air transportation industry to be very competitive having structural challenges to profit potential. There is high competitive rivalry within the American airline industry with southwest having seven direct competitors, majorly low-carriers who conduct their operations domestically by offering similar services like Delta Air Lines, and United Continental Holdings among others. Secondly, the threat of new entrants is moderate as new low-cost carriers’ airline firms are likely to enter the industry and attract the customers by employing low-cost strategy while offering outstanding services.  Further, there is high bargaining power of the supplier, for example, Boeing and Airbus, and the fuel supplier since it is not predictable and can be extremely volatile. Additionally, the buyers also have a high bargaining power due to the fact that numerous low-cost carriers provide the same services with very limited differentiation. As such the firms choose to lower their prices, lessen their cancellations, limited delays, and increased amenities at no additional costs. Lastly, there is the low threat of substitute products since the other alternatives of transportation such as cars, trains, and ships cannot compete with airplanes in terms of speed, comfort, and duration. 
2. Discuss Southwest Airlines’ business-level strategy and its record of success. How is the company stacking up against other major airlines today? Are there any strategic shortcomings that need to be addressed?
The southwest airline business strategy involves transportation from point to point focusing on short hubs for quicker transportation of the passengers. The airliner also uses an approach that does not rely on frills. In that way, the firm does not do baggage transfers, has improved first class seating arrangement, with leather seats. The firm has limited services offered on the plane, for example, no meals are served, and however, they offer live entertainment. Another strategy used by the airliner is the automation of the boarding passes which is done at the self-service boarding pass kiosks. The seating is not assigned to specific passengers with the aim of reducing boarding time as a way of stacking up against other airliners. The firm uses one type of aircraft for its entire flights, Boeing 737, strategically to keep the costs of training as well as manpower low, while also allowing for a quick turnaround. The last strategy is flying for less duration of 8 hours as opposed to other airliners whose flights last 12 hours hence capable of making more flights. Application of all the strategies leaves the airliner with no shortcomings in strategic planning. 
3. Identify and explore the opportunities and challenges presented by Southwest Airlines’ acquisition of AirTran. What are the merits and concerns of using the acquisition to launch the company’s expansion into international territories? 
By acquiring the AirTran, the southwest airline has the opportunity of not only operating the other type of Boeing but also enhance its focus on the low-cost carrier which results in more passengers and subsequently revenues. Nonetheless, there are challenges in the move such as consistent promotional activities to attract more customers for the additional aircraft, making the services stable due to the increased number of operations and wider customer base, and attempts in cutting costs by looking for new suppliers to cater for the expansions. The merits of using the acquisition in launching the expansions of the company into international territories are in the form of a huge number of passengers welcoming the low prices. On the other hand, there are concerns that the move might be detrimental to the revenues of southwest airlines because of the rising costs of labor and fuel, and the need to create barriers for new entrants by implementing innovative strategies. 
4. Does Southwest Airlines have a sustainable competitive advantage? What strategic recommendations can be made to strengthen the durability of the company’s competitive advantage; or do conditions suggest that it is time for a shift in Southwest Airlines’ strategic direction to achieve long-term competitiveness against its rivals? 
[bookmark: _GoBack]Southwest Airlines have a sustainable competitive advantage in the sense that it bears low costs as it majors on short flights. Another key success factor is prioritized employees by giving them the conducive environment to produce stable work and make more money for the firm. Lower rates of fares and the convenience associated with southwest airline gives the firm a competitive edge in the industry. Finally, the operational efficiency witnessed in the company makes it a preferred service provider since there are fewer delays and passengers do not have to find their seat numbers thus saving boarding time. However, there is a need for the company to worry as the other airlines are also working on their strategic methods to combat the competitive advantage enjoyed by southwest airliner which necessitates the need for a southwest airliner to shift direction in achieving long-term competitiveness against its rivals.  
 




