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Different opinions regarding LCCs  

• Some doubted LCCs very existence 

 

• Some believe now only LCCs market leaders 

will survive  

 

• Long haul low-costs are under scrutiny as new 

players  

 

• Legacy business-model is moving with more 

or less success 
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General state of the business 

• RISKS 

– Fuel price is going up 

– Crew (experienced) shortage 

– Strong downward pressure on Air Ticket 

– Airports congestion  

• OPPORTUNITIES 

– Market forecasts still growing 

– Revenue generation from Digital marketing 

– Airline industry’s GAFA will come 

– New  narrow bodies for Long haul 
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Recent news raise concerns 

• After Air Berlin & Monarch  

• Collapse of Primera end of September 

• Ryanair issued a profits warning same day 

(profit outlook to €1.1-1.2 billion still !!) 

• Cobalt collapse mid-October 

• Alitalia case still open 

• And more to come 

 

=> strong headwind forecasted   
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Revenues follow unit costs  

Chicken and the egg story, 

but the consequences are 

real …  
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Revenues follow unit costs  
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Airline profit margin 

Source : IATA  -20%
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• …. Our profits are small, very small  



Ultra Low Cost Traditional Low 
Cost 

Modern Low Cost Long haul Low Cost 

- Single class, 
maximized seat 
density 
- Aggressive seat 
pricing, with strong 
focus on ancillaries 
- Focus on leisure 
travelers 
- Mainly secondary 
airports 

- Point-to-point 
- High frequency 
- Leisure travelers 
and price sensitive 
business travelers 
- Mainly primary 
and secondary 
airports 

- Point-to-point and 
network 
- Leisure travelers 
and price sensitive 
business travelers 
- Premium cabin, 
compromised seat 
density 
- Frequently 
primary airports 

- Point-to-point and 
network 
- Leisure travelers 
and price sensitive 
business travelers 
- Premium cabin, 
compromised seat 
density 
- Frequently 
primary airports 
 

 
 
 

A unique LCC-model does not exist 
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low-cost – short-haul / market 

penetration 

• Europe is the most developed market for LCC 
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Low-cost at global level / growth rate 

• Model is particularly successful in Asia Pacific.  

– Average LCC growth rate 24.5% / past 10 years 

 

• By comparison, during the same period : 

– Europe’s LCCs grew 13.4% 

– North America’s LCC grew 2.2% 

 

• Vast majority is short-haul /single-aisle airplanes 
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# Routes vs sector length 
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LCC growing into Long-Haul 

• Disruptive influence in markets 
 

• Challenge is to attract enough demand and lack 

of connecting passengers vs legacies 
 

• Many of the markets may prove sustainable : 

large trunk route, high VFR traffic proportion, 

Demand elasticity to pricing is a real story 
 

• Model is "lower cost" rather than true low-cost. 
 

• Single aisle long-haul another game changer ?  
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Risk& on LCCs model 

• Risks 

– Current full order books of aircraft manufacturers 

– Pilots shortage 

– Congested airports and airways 

– Fuel Price and $/€ exchange rate (Europe) 

– European regulations such as compensation of 
travelers 

• Moving fast is crucial 

• Airlines are taking the best elements of each 

model leading to some homogeneity. 
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Business-model convergence 

• Like LCCs, a fully converged short-haul legacy 

could offer :  

– Higher seat configurations 

– Ancillary revenues : fares with unbundled fees for 
luggage, meals, and early boarding 

– Schedules designed for peak passengers rather than 
in rigid bank structures.  

• But like a traditional full-service carrier, LCCs 

could also make use : 

– loyalty programs, connections, GDS sales to 
premium customers. 
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More significant impact on LCCs than 

FSCs  

• Benefits of the white sheet of paper :  

– Finding innovative ancillary revenues, 

– Lowering all possible costs,  

– target : price-sensitive customers,  

– Keeping the employees satisfied 

– Customer perception to exceed expectations 

 

– Big data techniques : improve organizations, 
create better services and products, increase 
customer satisfaction and improve airlines safety 
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Business-model convergence 

 

The short-haul model converges  

Hybrid consensus 

Cost base is driving differentiation 

 

Industry is moving. All options opened ! 

  “LCC versus full-service” => “short-haul vs Hub,”  
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At the end of the day….. 

 

Growth is coming from VFR and Leisure market: 

 

Customers don’t care about business models 

They care about price and service reliability 

Cost base is driving differentiation 

 

Industry and our world are changing every day 

  Tomorrow success story ! 

The 4 Cs story ………... 
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Customers care  
 

Costs   
 

Capabilty to move  
 

Challenges everyday  
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The 4 Cs  


