Executive Summary

The purpose of this report was to analyse Bmibaby's competitive position by looking at the company's market environment in order to recommend a future generic marketing strategy. The report undertakes a PEST analysis, company analysis and a competitor analysis in order to examine Bmibaby's position within the market and to provide a SWOT analysis for Bmibaby which considers internal and external issues for the company. It continues by recommending Ansoff's Market Extension strategy as generic future marketing strategy for bmibaby to position themselves in the competitive market for low cost airlines.
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3.Introduction/background
Over the last twenty years the success of low cost airlines (LCAs) has soared and they now represent 25% of total air travel in Europe (Mintel, 2006). Ryanair and Easyjet are the market leaders for LCAs and due to their success BMI decided to follow suit in 2002 launching their own LCA, Bmibaby (www.bmibaby.com a). Bmibaby

is now the UKs fastest growing LCA and is offers the biggest LCA network at London Gatwick. The LCA report, November 2006, declares that the LCA industry has been growing at a rate of 35% a year and is expected to continue to increase.

4.Methodology
This report is based on an analysis of secondary information from a number of sources including the 2006 Mintel report   "Low-cost airlines-International-2006". The search engine "Google" was used to provide links to websites and online newspapers and a variety of textbooks and journals were also used for definitions and to add information about the LCA market.

5.Findings/analysis

5.1Pest Analysis
A Pest analysis is a systematic means of analysing the external factors that may present opportunities or threats to a business. (Lines et al, 2003)

Political
The increase of Green Tax in December 2006 to £10 may mean airlines have to increase fares in order to cover costs. This could effect demand as flying is a price elastic industry. Moreover, Governments in times of economic problems may control levels of travel overseas by limiting the foreign currency that can be taken out of a country. (Cooper et al, 2005). The expansion of the EU may positively affect Bmibaby. On 1st of May 2004 10 new countries, including Poland, joined the EU, giving 75 million people the right to work in the UK (Smith, 2004). This increase in immigrants has been reflected by Bmibaby adding Poland as a destination

in 2008 (www.bmibaby.com). The risk of terrorism is an external factor which could affect LCAs similar to the effect that September 11th meaning customers may be anxious to fly.

Economic
Over the last decade there has been a huge increase in gross household income from to £53,835 in 2007 (Wallop, H 2007) Increases in taxes, housing costs, insurance and petrol means that disposable incomes in the UK are at the lowest ever. If levels continue to slow people will have less cash to spend on holidays. However, as it is now easier than ever to obtain credit this means customers can pay even if they don't have the cash available. Apacs said that spending on cards has risen by almost 10% compared to this time last year. (O'Connor & Gilmore, 2007).

Socio-cultural
National Statistics online reveal that 16% of the UK population is comprised of over 65 year olds which the Visit Scotland estimates will increase to 20% over the next 20 years. This suggests that there will be a boost in the number of retired people who will free to travel. The increase in the trend of DIY holidays could have a positive effect on bmibaby. 

Technology
Technology acts to increase access to tourism by lowering the cost or by making the product more accessible. (Cooper et al, 2005). The internet has become a vital distribution tool for not only booking holidays online (98% of all Ryanair's bookings are done online report) but for enabling customers

to research holidays and have full transparency on pricing (www.redcmarketing.com) A MORI survey completed in 2002 stated "50% of the respondents said that they were �likely to book a holiday on the Internet over the next two years". (www.redcmarketing.com). Broadband enables quick access to holiday pages making it easier to research and book holidays. Fast download speeds facilitates easy use of virtual tours and video links which Bmibaby can use as when selling accommodation to holidaymakers. Advances in technology and mobile phones means that the way holidays are researched and booked could be revolutionized.

Environmental issues
Although The undertaking of multiple holidays which we have adapted to means that it is unlikely that holidaymakers will wish to abandon this standard of living and therefore unless laws are put in place cutting the number of flights to lower emissions is improbably. Any shift towards greener travel modes will be impelled by economics rather than ethics (Mintel, 2006). 

5.2.Company analysis
Bmibaby is the UK's fastest growing LCA, operating services within the UK and Europe (www.bmibaby.com a ). It was formed in January 2002 and flies to 28 destinations in 9 different countries. BMI is the parent company to Bmibaby, which is a separate subsidiary. As BMI is an important industry player, Bmibaby can benefit from their economies of scale, knowledge and corporate infrastructure and buying power, meaning

lower costs and higher profits. It has been awarded the best no frills airline by the Guardian newspaper for the last three consecutive years. (www.bmibaby.com a). Although Bmibaby is not the largest LCA in the UK it does offer the largest LCA network at London Heathrow airport.

Bmibaby offers many benefits including online check in giving customers a choice of where they sit before they get to the airport Moreover, customers can change their flight details up to 3 hours before departure including flight times, locations and dates, which can all be done online. Furthermore, Bmibaby offers a number of products other than airline tickets including credit cards as a way for consumers to pay for their holiday. This could help with demand, as people who do not have cash available will still be able to book holidays. Bmibaby also offers accommodation, car hire with Hertz and the option for car parking at the airport. Bmibaby boasts the UK's most generous frequent flyer programme known as the Diamond Club, where if you fly with Bmibaby you can earn miles which you can spend on future flights within any of the Star Alliance member airlines. Bmibaby sponsors the Elite Ice Hockey League, promoting itself on shirts, perimeter boards and programme adverts (www.bmibaby.com b).

5.3.Competitor Analysis

Direct Competition
Bmibaby's biggest direct competition is Ryanair and Easyjet, which appendix 1 shows both fly to many more destinations

than Bmibaby. Together they represent 57% of all low-cost activity (Mintel, 2006) Ryanair was the first European LCA which converted from a traditional scheduled carrier in 1991 followed soon after by Easyjet. Ryanair has 400 routes to 24 destinations, dramatically larger than Bmibaby, and generally flies from secondary airports except from London Standstead and Dublin whereas Easyjet favours primary airports within the UK. Last year saw Ryanair expand further opening new routes outside of Europe to Morocco. Easyjet is currently buying out UK carrier GB airways. Which could increase in economies of scale and potentially lower costs for the company.

Indirect Competition
An increasing number of full-service (or legacy) carriers are adopting the low-cost model showing that budget carriers are more popular than ever. (Mintel, 2006) . Indirect competitors could pose a threat to Bmibaby if these airlines offer low fares but still offer a full service. BA has reviewed its short-haul operations and is planning to spend the bulk of its marketing budget promoting these flights with a "price and value" message. (Mintel, 2006)

Eurostar, another competitor of Bmibaby uses the Channel Tunnel to offer links between the UK and France and Belgium. This launches on 14th November 2007 and may pose a threat to Bmibaby, especially if Eurostar adopt a predatory pricing strategy to knock out competition.

5.4 SWOT Analysis 

A SWOT analysis 

is a structured approach to evaluating the strategic position of a business by identifying its strengths, weaknesses, opportunities and threats. (Jobber, 2004) 

Strengths· Having BMI as the parent company to Bmibaby.· The sponsorship of Elite Ice Hockey League.· Brand name· Offering the largest LCA network at London Heathrow airport.· The ability for customers to books their seats online and change flight details· Credit cards· Diamond club· Car hire Weaknesses· Inability to reduce costs as low as market leader Ryanair· Not in London· Smaller than Easyjet and Ryanair � less airports/destinations �less well brand name
Opportunities · Trends in immigration· Advances in technology such as easier access to booking flights over mobile phones.· People taking multiple holidays within a year.· Offer new routes· DIY holidays· Grey market Threats· A Government increase in green taxes.· Soaring fuel costs may increase fairs. · Risk of terrorist attacks · The expansion of other LCAs.· Threat of competitors such as Ryanair which have lower costs and can therefore offer lower prices.· Full service carriers adopting the low-cost model.· Entry of new competitors to the market.· Competitors offering lower fairs. · The opening of the new Eurostar offering links from London St Pancras· People's concern over the environment.


6. Conclusions
This report considers issues that could effect Bmibaby's position in the LCA market. It compares itself within

the industry to the two LCA giants within the UK Easyjet and Ryanair. The PEST analysis shows that there are many external factors which could pose potential opportunities such as the expansion of the EU as well as threats including the introduction of new competitors. Despite being the fastest growing LCA in the UK Bmibaby suffers from big direct competition but also from indirect competition such as other modes of transport, especially due to the opening of the new Eurostar. The SWOT analysis shows that there are many opportunities which Bmibaby could seize but there are also many threats within the market the company has to consider.

7. Recommendations
As the two UK LCA giants both concentrate on the London markets there is an opportunity for Bmibaby to focus on new markets within the UK focusing on smaller secondary airports. This is why I suggest Ansoff's market extension competitive strategy. Ryanair and Easyjet have bigger profits, more bargaining power and more experience in the market so can offer lower fares this is why I do not suggest Bmibaby chose a cost approach to their generic marketing strategy. The Civil Aviation Authority (CAA) recorded the largest growth rates for LCAs to be in Nottingham with passenger numbers up 340% between 2001 and 2005 (Mintel, 2006). Appendix 2 show their large growth rates were found in Prestwick, Belfast International and Bristol showing that there is higher market potential outside

of London. Although Bmibaby offers the largest LCA network at London Heathrow and so therefore there is obvious potential for expansion, if Bmibaby decides to expand I think that they may suffer due to the risk that the London market may reach saturation point.




8. References

Visit Scotland. "Trends Affecting Tourism �The Changing Consumer". Visit Scotland. Downloaded from http://www.visitscotland.org/print/research_and_statistics/scenarios/trends_affecting_tourism_-_knowyourmarket_-_tourism-trends/the_changing_consumer_-_knowyourmarket_-_tourism-trends-consumer.htm as at 11th November 2007.

www.Bmibaby.com (2007) a,   "Bmibaby benefits". Bmibaby. Downloaded from http://www.bmibaby.com/bmibaby/en/index.aspx?p=9&cf=deals1&LinkId=167 as at 2nd November 2007

www.bmibaby.com (2007) b, "Business Benefits". Bmibaby. Downloaded from http://www.bmibaby.com/bmibaby/en/index.aspx?p=9&cf=diamondClubBenefits&LinkID=158 as at 2nd November 2007

Cooper, C, Fletcher, J, Fyall, A, Gilbert, D, Wanhill, S (2005) "The Economic Impact of Tourism". Tourism Principles and Practice, Third Edition, pp 150-160.Essex, Pearson Education Limited.

Jobber, D. (2004) "Market Planning: an Overview of Marketing". Principals and Practices of Marketing, pg 44. Berkshire, McGraw-Hill.

Lines, D. Marcouse, I. Martin, B. (2003).   A complete A-Z business studies handbook, 4th edition., Kent, GreenGate Publishing Services.

Mintel. (2006) "Low-cost

Airlines � International � November 2006", Mintel Oxygen. Downloaded from http://academic.mintel.com/sinatra/oxygen_academic/search_results/show&/display/id=187852   as at 2nd November 2007

National Statistics Online (2007) "Population", National Statistics, 22nd August. Downloaded from http://www.statistics.gov.uk/cci/nugget.asp?id=949 as at 10th November 2007.

O'Connor, R. & Gilmore, G. (2007) "Credit card users hurt by squeeze", Times online, 6th November. Downloaded from http://business.timesonline.co.uk/tol/business/money/borrowing/article2814097.ece as at 10th November 2007.

Smith, G. (2004) "EU expansion �Poland", bbc.co.uk, April 2004. Downloaded from http://www.bbc.co.uk/london/news/eu_poland.shtml as at 7th November 2007

UK travel Marketing review. "The future's bright, the future's travel". Downloaded from http://www.redcmarketing.com/UserFiles/File/travel_market_review.pdf as at 7th November 2007.

Wallop, H. (2007) "Diposable Incomes at lowest leves in 10 years" 8th August. Downloaded from http://www.telegraph.co.uk/news/main.jhtml?xml=/news/2007/10/08/ntax108.xml as at 9th November 2007.

Fojt, Martin. Strategic Direction : The Airline Industry.
Bradford, , UK: Emerald Group Publishing Limited, 2006. p 20.
http://site.ebrary.com/lib/uon/Doc?id=10132654&ppg=21


9. Appendices

Appendix 1

BMIBABY EASYJET RYANAIR
19 destinations 59 destinations 93 destinations

Aberdeen Aberdeen -
Alicante Alicante Murcia
- Almeria Almeria
- Barcelona Gerona,

Reus
Belfast City Belfast International -
- Berlin Schönefeld Berlin Schönefeld
- Bilbao Vitoria
- Bordeaux Bergerac
- Bratislava Bratislava
- Copenhagen Malmö
Edinburgh Edinburgh -
Glasgow International Glasgow International Prestwick
Inverness Inverness -
- Knock Knock
- Krakow Krakow
Lyon Lyon- Grenoble Grenoble
- Marrakech Marrakech
- Marseille Marseille
- Milan Malpensa Bergamo, Brescia
- - Montpellier, Nîmes
Naples Naples -
Nice Nice -
Paris CDG Paris CDG -
- Rimini Ancona
- Rome Ciampino Rome Ciampino
- Shannon Shannon
- Turin Turin
- Valencia Valencia
Venice Venice Treviso



Appendix 2

Passengers traffic (mn) 2001 2002 2003 2004 2005 Difference 2001-05 (%)

Belfast International 181,687 163,568 108,562 293,235 566,574 211.8
Birmingham 3,033,832 3,029,127 3,759,327 3,877,267 4,393,438 44.8
Bristol 909,684 1,138,631 1,419,654 2,004,261 2,320,867 155.1
Edinburgh 1,327,825 1,403,561 1,528,888 1,629,895 1,837,146 38.4
Liverpool 1,213,227 1,556,517 1,878,704 1,954,628 2,858,728 135.6
London Luton 2,808,471 3,049,620 3,497,751 4,363,112 6,214,292 121.3
London Stansted 9,740,204 11,679,848 13,834,056 17,178,175 17,356,116 78.2
Newcastle 705,947 583,394 792,171 1,295,417 1,615,281 128.8
Nottingham/East Midland 435,502 984,633 1,602,441 1,909,095 1,918,430 340.5
Glasgow Prestwick 453,864 567,833 789,732 1,176,750 1,515,805 234.0
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