
 

 

Department of Business Administration 

 

 

 Title: Can the low cost boom in aviation reach long distance destinations?   

   

 Author:         Vladka Sturesson 

                                   

 15 credits 

 

 

 

Thesis 

Study programme in 

 Master of Business Administration in 

 Marketing Management 

 

 

 

  



- 2 - 

 

Master of Business Administration in Marketing Management 

 

 

Title Can the low cost boom in aviation reach long distance destinations? 

Level Final Thesis for Master of Business Administration in Marketing 

Management 

Adress University of Gävle 

Department of Business Administration 

801 76 Gävle 

Sweden 

Telephone    (+46) 26 64 85 00 

Telefax          (+46) 26 64 85 89 

Web site         http://www.hig.se 

Author Vladka Sturesson 

Date December 2010 

Supervisor Ernst Hollander 

Abstract Aim: The commercial success of some low cost airlines presents the 

low cost model as very attractive. Until now their main focus has been 

on short-haul routes, but it is no surprise that they show an interest in 

entering the long-haul routes market as recent trends are very 

promising. The aim of this study is to analyze whether the low cost 

business model is applicable for long-haul routes, which parts of the 

model are transferable to long-haul services, what competitors 

responses might be and whether there is potential for low cost airlines 

operating in Scandinavia to gain frequent, well paying and demanding 

business travelers on their future long-haul routes.  

 

Method: In this study a survey method with structured questionnaire 

distributed by e-mail has been used to collect the primary data. The 

main source of secondary data has been airline industry literature, 

newspapers, magazines and data provided by aviation statistical 

organizations. The empirical part of this study is conducted as a 

quantitative and qualitative study. Intention of empirical part is to find 

detailed information and describe business travelers’ behavior, 

corporate travel policies, business trips pattern and attitude towards low 

cost airlines. 

 

Result & Conclusions: The cost savings that low cost airlines 

achieved in the short-haul market will be much more difficult to 

achieve to long-haul services. In terms of areas where airlines can 

achieve cost leadership labor costs is certainly the best area to attack. 

To be successful, low cost airlines would have to adopt some elements 

of the traditional business model. But the success of long-haul low cost 

airlines will not only depend on achieving cost advantages. Availability 

of leisure time for long-haul trips and response of competitors will be 

other factors. 
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Suggestions for future research: A deeper analysis of low cost long-

haul airlines potential could be possible with survey among leisure 

travelers and VFR (visiting friends and relatives) segment.  

 

Contribution of the Study: This study has arrived at the conclusion 

that in order to be successful on long-haul routes low cost airlines 

would have to keep most of the features of traditional airlines. Low 

cost long-haul airlines would most probably be successful in pure 

leisure routes, ethnic markets, during peak season and on dense point to 

point destinations. 

 

Keywords Airlines, low cost, long-haul, travel manager, corporate travel policy 
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ABBREVIATIONS  
 
AEA Association of European Airlines 

CAA Civil Aviation Authority 

IATA  International Air Transport Association 

ICAO  International Civil Aviation Organization 

LCC Low cost carrier 

OAG Official Airline Guide 

PLF Passenger load factor 

RPK Revenue passenger kilometers 

VFR Visiting friends and relatives 

 

 

GLOSSARY 
 
Aircraft utilization  a number of hours during 24-hour period that an aircraft is actually in flight 
 
Bilateral agreements  treaties between governments which set out the rules under which 
international scheduled services will be operated 
 
Deregulation  a process whereby traditional controls over entry, capacity and pricing are 
removed. Even in a so called “deregulated” market airlines will still be subject to regulation on 
their safety, anti-competitive behavior, mergers and takeovers 
 
Hub  is an airport that airlines use as a transfer point to get passengers to their final destination 
 
No frills  basic paid-for service, no extras onboard such as free food, drinks and newspapers 
 
Passenger load factor a measure of the relationship between output produced and output sold 

Revenue management  a process by which an airline decides which seats are to be sold at 

which prices at what time 

Revenue passenger  a passenger for whose transportation an airline receives commercial 

remuneration. This excludes non-paying passengers such as airline employees and babies who 

do not have a seat of their own 

Revenue passenger kilometers  a passengers’ traffic measure, it is expressed as the total 

number of paying passengers carried multiplied by kilometers flown 

7th freedom of the air  the right of an airline to carry revenue traffic between points in two 

countries on services which lie entirely outside its own home country (e.g. Irish Ryanair 

operates route Stockholm Skavsta - Prague) 
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PART I: INTRODUCTION  

 

“We can’t solve problems by using the same kind of thinking 

we used when we created them.”    Albert Einstein 

 
It has been said that there are two types of business one should never invest money 

into: restaurants and airlines. Entrepreneurs will always place their money in restaurants 

because there is a belief that people need to eat and they will come to “my” restaurant. In the 

very early days of aviation, there was prestige in owning an airline and making money was not 

the first priority. However, things have changed but investors continue to pour money into the 

airline industry despite it being one of the most risky industries in the world. The high-risk nature 

of the airline industry tends to discourage entry. Because airlines have high fixed costs relative 

to revenues, a small change in number of passengers or fare levels can have a large impact on 

profits. The industry is therefore highly vulnerable to an economic slowdown. As Richard 

Branson, founder of Virgin Atlantic, once said: “If you want to become a millionaire invest a 

billion dollars in an airline, you’ll be a millionaire soon enough.”  

In October 2009 a completely new Scandinavian low cost airline FEEL Air announced 

that they plan to launch long distance non-stop flights from Stockholm Arlanda and Oslo 

Gardermoen to New York John F. Kennedy airport and Bangkok. FEEL Air’s CEO Mr. Kai 

Holmberg said: “Historically, the largest obstacle for an airline startup has been the high 

investment requirement and the risk of not gaining scale fast enough. This is no longer the case. 

The timing is impeccable: The leasing costs are at a record low and much of the operational 

tasks can be outsourced to large partners.” 

Around three million passengers from Norway and Sweden travel to these destinations 

every year and FEEL Air hope that they will get 350 000 passengers the first year. The new 
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airline plans to start operation in 2011 with two leased Airbus A330-200 aircraft with a seat 

capacity of 307 passengers. While one aircraft will be based in Stockholm and one in Oslo, 

flights will go to New York in the summer and Thailand in the winter. FEEL Air promises fares 

fifty percent cheaper than existing competition – Thai Airways, Continental Airlines and SAS. 

This should be possible due to heavy aircraft utilization - 16,7 hours per day. Tickets will be sold 

as one-ways and included will be the seat and the first piece of luggage. Additional values like 

refreshment onboard and in-flight entertainment will be charged extra.  

Only one week later, another Scandinavian low cost airline, Norwegian Air Shuttle, 

announced long-haul expansion. Norwegian was founded in 1993 and today is the second 

largest airline in Scandinavia and largest low cost airline in this region. In 2008 Norwegian 

transported over nine millions passengers on forty aircraft to eighty seven destinations which 

make it the fourth largest low-cost airline in Europe (Table 5). 

Norwegian plans for fifteen long-haul destinations in the USA, Asia and South America. 

Departures will be spread from Oslo, Stockholm and Copenhagen and the first routes will take 

passengers to New York, Bangkok and Beijing. Norwegian intends to lease the most modern 

long-haul aircraft Boeing Dreamliner which could be delivered soonest in 2012. However, the 

improvement of the economic situation is a prerequisite to the launch, says Norwegians CEO 

Mr. Björn Kjos. Norwegian had planned to open long distance routes in 2008 but plans were 

stopped due to high fuel prices. 

Even Ryanair’s CEO Mr. Michael O’Leary announced plans for launching a new 

transatlantic low cost airline. This new airline would fly from nine European bases - smaller 

secondary airports near big population centers, to an airport on Long Island, where landing and 

take-off fees will be much lower compared to the main New York airports John F. Kennedy, 

Newark and La Guardia. There have been speculations that Ryanair will enter the long-haul 
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market but this was the first time Mr. O’Leary revealed concrete plans. With the cheapest fare at 

10 euro he expects his aircraft to be full. Sales of food, drinks, duty-free products and in-flight 

entertainment will be major revenue earners. As Ryanair operates point-to-point policy there 

would be no connecting luggage. 

The new airline will operate separately from Ryanair with a different name and buy a 

fleet of up to fifty Boeing 787s. ”Running the long-haul operation as a subsidiary would be a 

distraction for Ryanair” O’Leary said. In May 2009 he stated that he is still at least three or four 

years away from launching this long-haul airline due to the lack of affordable aircraft and 

delivery delays.   

But not all low cost airlines are so positive towards long-haul routes. NIKI’s founder and 

president, Mr. Niki Lauda, stated that he has no plans to imitate his former long-haul charter 

airline Lauda Air, now owned by Austrian Airlines. Mr. Lauda said: “At the moment I would be 

extremely worried if I would be crazy enough to say I would go low-cost to Bangkok. I think I 

would kill myself because at this time it makes absolutely no sense.” (Paris Air Show 2009). 

Commercial success of some low cost airlines presents the low cost model as very 

attractive. Already established low cost airlines have been quite slow to enter into the long-haul 

routes market, but the mentioned examples show increasing signs of this happening. Low cost 

airlines who gained experience and knowledge on domestic and short-haul markets might be 

ready to put this in use in entering long-haul markets.  
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1. BACKGROUND AND MOTIVATION OF THE STUDY 

 

According to the latest statistics, about one million passengers per week are transported 

out of Europe on long-haul air routes on some five thousand flights. And the same number 

applies in the other direction (IATA, ICAO). The split between European carriers and overseas 

airlines flying to Europe is more or less equal. A wide variety of aircraft are used, from the 

Boeing 767 with about two hundred seats up to the Boeing 747 with over four hundred seats. 

Airbus and Boeing have different views on the future development of the long-haul 

market. Airbus believes that density will be the most important factor and therefore developed 

the Airbus A380. This double-deck aircraft can transport over five hundred passengers and 

some Asian carriers even consider a standing section to increase its capacity up till eight 

hundred passengers. The A380 is likely to be used on routes between Europe and Asia as 

these routes are now dominated by the Boeing 747 (Jumbo Jet).  

On the other hand Boeing believes that frequency and diffusion will be the key drivers in 

the future and therefore they developed Boeing 787 – Dreamliner. Boeing’s approach reflects 

the US position where frequency is the most important factor and cargo has less importance. 

Although passengers prefer direct flights there is currently very little demand for ultra 

long-haul routes. From Europe it is only Australia that is beyond the operational range of 

standard aircraft. Passengers are less enthusiastic for flying in crowded economy class for 16 

hours in a stretch, they prefer to make a stopover on their way. 

Long-haul routes remain crucial for many major traditional airlines. The smaller 

European traditional carriers typically operate flights to New York and one or two other 

destinations chosen for their holiday market potential, geography, ethnic history or competitive 

position. Europe - North America is by far the dominant long-haul market while Europe - Africa 
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is in second place. Other markets show significant variation; Southwest Asia is very important 

from the UK, Africa from France, Central and South America from Spain. Long-haul charter 

flights are very small in comparison representing less than 5% of scheduled flights (OAG). 

For low cost airlines the main focus has been on short-haul routes. It is no surprise that 

low cost airlines show an interest in entering the long-haul routes market as recent trends are 

very promising. Long-haul traffic has doubled in the last ten years as passenger load factors 

increased. While in 1991 one out three seats was empty now it is only one seat out of five. The 

average cost of long-haul travel for the passenger has fallen by 30% since 1991 (Holloway). In 

recent years fares were increased only by fuel surcharges. 

Looking ahead into 2028, a study by Boeing (Table 1) forecasts European long-haul 

markets to grow by 5-6% per year with the highest growth from Europe to Southwest Asia 

(6,1%) and lowest to North America (4,6%).  

Figure 1: European air traffic forecast 2009-2028 

 

Source: Boeing Current Market Outlook 
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The author of this study has been working within airline industry for ten years and gained 

knowledge and experience on different positions with different airlines. Currently I am employed 

at Austrian Airlines as Sales Executive for Sweden. I have daily contact with the Swedish 

business travel market through travel managers, travelers, travel agents and through 

cooperation with other airlines. I realize that as an insider I have the advantage of important 

connections and sources. However I am aware that being too involved could also be a 

disadvantage, it is never wholly possible to step out. When writing this thesis I have tried to be 

objective and not to take any part and keep a distance as an observer. 

PART II: THEORETICAL BACKGROUND 

 

2. PROBLEM & AIM 

 

The low cost airlines revolution has been dramatic but has been until now oriented only 

on the short-haul market. There are numbers of reasons why it is difficult to transform the low 

cost model for the long-haul market although there were some attempts even 32 years ago.  

More recently a new wave of low cost airlines showed interest in entering the long-haul 

routes market. The key question of this study is whether these sometimes very successful short-

haul low cost airlines can continue their boom on long-haul routes. This study compares costs 

and advantages of low cost airlines and evaluate to what extent they can be applied to long-haul 

services. 

The aim of this study is to analyze whether the low cost business model is applicable for 

long-haul market, which parts of the model are transferable to long-haul services, what 

competitors responses might be and whether there is potential for low cost airlines operating in 

Scandinavia to gain frequent, well paying and demanding business travelers on their future 

long-haul routes.  



- 12 - 

 

3. THEORETICAL DISCUSSION 

 

3.1  Low cost business model 

The heart of the low cost model is the ability of an airline to compete with its fares by 

achieving cost advantages compared to their competitors. Porter (Shaw) identified cost 

leadership strategies as one of the ways to achieve competitive advantages. The other two 

strategies represent product differentiation and market segmentation. The low cost airline model 

attempts to achieve cost leadership although some low cost airlines in addition attempt to 

differentiate their services and focus on particular routes. The low cost model is closely 

associated with the so called Southwest model (explained below) which has been further 

developed by other low cost airlines around the world.  

Southwest Airlines is unique among airlines. It is the only airline to have been profitable 

for the last forty years. An amazing result in the highly turbulent airline industry. But how could 

they earn money when their tickets are so cheap? It is definitely not saving on food and drinks 

but innovative strategies and new approaches to business, which the traditional airlines failed to 

undertake (Wikipedia): 

• unified fleet, a single type of aircraft (reducing training and maintenance costs)  

• single class cabin (economy class only)  

• short turnaround times allowing maximum utilization of aircraft  

• no boarding passes and reserved seats (encouraging passengers to board quickly)  

• high density seating 

• not supplying meals but offering snacks and drinks instead to purchase on board  

• generation of ancillary revenue from a variety of activities such as bus and lottery tickets   

• passengers paying charges for extras such as checked-in luggage, online check-in and 

priority boarding  
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• emphasis on direct sales of tickets, especially over the Internet (avoiding commissions 

paid to travel agents)  

• electronic tickets 

• a simple fare scheme such as one-way tickets (typically fares increase as the plane fills 

up which rewards early reservations)  

• flying to cheaper, less congested secondary airports to minimizes air traffic delays and 

taking advantage of lower start and landing fees  

• point-to-point routes, flights do not make connections with other airlines and do not 

transfer baggage 

• development of one or more hubs to maximize destination coverage 

• employees working in multiple roles, for instance flight attendants also cleaning the 

aircraft or working as gate agents (limiting personnel costs)  

• newer more fuel efficient aircraft  

• no cargo (it complicates handling operations and slows down turnaround times) 

• no in-flight entertainment systems available onboard  

• no seat recliners, seat pockets, window blinds or seat headrest covers  

• no frequent flyer program 

Not every low cost airline implements all of the above features. For example, some try to 

differentiate themselves with allocated seating, while others operate more than one aircraft type. 

The low cost strategy requires a simple product: aircraft and routes. 

Although low cost carriers (LCC) achieved costs way below traditional carriers in many 

areas, some of these advantages are not sustainable in the long term. For example expenses 

for crew accommodation will probably increase as network and frequencies expand. Or what 

happens if Ryanair grow so much that a new terminal will be necessary? However, the low cost 

airlines will probably continue to keep important advantages like higher seat density and aircraft 
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utilization. Traditional airlines cannot match these features because they are dependent on 

business class passengers and need to offer reliable major airports. But the low cost business 

model does not in itself guarantee profitability and long-term survival. 

3.2  A short look back into European low-cost history 

The low cost revolution has been spreading from UK and Ireland to other European 

markets since 1995. In 1994 less than three million passengers flew with low cost airlines, most 

of them with Ryanair. By 1999, only five years later, this figure had risen to about 17,5 million. In 

2008, another ten years further on, one hundred and forty million European passengers flew 

with low cost airlines (IHS Global Insight). 

Table 1: Top European Low-Cost Airlines, as of June 2008 

Airline Country Passengers (Millions) Average Load Factor Fleet Size 

Ryanair Ireland 53.3 81.2% 166 

easyJet United Kingdom 41.3 83.3% 163 

Flybe United Kingdom 6.9 - 69 

Wizz Air Hungary 5.1 85.0% 18 

Jet2.com United Kingdom 3.9 81.0% 30 

Sky Europe Slovakia 3.7 75.0% 15 

Source: European Low Fares Airlines Association 

 

In Europe, two dominant low cost airlines - Ryanair and easyJet - grew their passenger 

numbers at an average rate over 40% per year between 2000 and 2004 and generated large 

profits. Their success led to an explosion of new-entrants. Between 2001 and 2004 more than 

thirty new low cost airlines were launched in Europe (Doganis). 

 

 



- 15 - 

 

3.3  European route development 

The most successful low cost routes started to leisure destinations where there was no 

reasonably priced service in the past. Destinations like Alicante or Dubrovnik have seen 

dramatic growth of travelers and low cost airlines gained large market share. On traditional 

charter destinations like Mallorca and Crete low cost airlines diverted demand from charter 

airlines when independent travelers preferred more flexible timetables. When it comes to big city 

routes like London and Athens the situation is more unsettled. In many cases the leading low 

cost airline pushed out one of the traditional carriers operating the route (Doganis). Although all 

low cost airlines cover some secondary airports in their route network, it is primarily Ryanair that 

has made airports that no one ever heard of known on the map.  

 

Figure 2: Low cost airlines continue to gain market share within Europe 

 

Source: AEA 
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3.4  Impact of low cost airlines on the environment  

The environmental impact of air travel has been a hot topic over the past years. Today 

aviation contributes 2% of global man-made CO2 emissions which is considerably less than the 

16% created by other forms of transport. But unregulated growth might push this number higher 

to a point where it stands above other industries. 

Aviation’s small contribution to CO2 emissions is not a coincidence but rather the result 

of a constant focus on innovation, although it is not only environment airlines and aircraft 

manufactures bear in mind. Their focus has always been to reduce fuel cost which today 

accounts for 36% of airline operating expenses.  

Airlines constantly improve their environmental performance by investing in fuel-efficient 

aircraft. Last year 1037 new aircraft were delivered and replaced 881 old inefficient aircraft. New 

technologies, above all bio-fuels, show high potential for reducing airlines carbon emissions. It is 

with no doubt that with new fuel efficient aircraft and alternative bio-fuels conclusions of this 

study would be different in the future. 

The IATA vision is to achieve carbon neutral growth (means that aviation’s net CO2 

emissions will remain flat even as demand grows) on the way to a carbon free future. First 

target has been set - airlines, airports and aircraft companies have agreed to cut emissions to 

50% below 2005 levels by 2050.  

Low cost airlines aim to minimize environmental impacts by operating modern, fuel 

efficient aircraft, they account for most of new aircraft orders. Other specific features of the low 

cost model such as seat configuration, higher load factors, use of secondary airports, point to 

point traffic and reduced waste are favorable for environment as well. Low cost aircraft with no 

business class and catering facilities have a higher seat density than the same aircraft operated 

by a traditional carrier. They can transport more passengers and therefore decrease the 
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average energy used per passenger. Low cost airlines usually fly to uncongested secondary 

airports where the traffic is lower than at major airports. This results in shorter starting and 

landing times, less delays and therefore less fuel burn. Since most of these secondary airports 

are often located longer distance from the main origin/destination city, the noise is minimized as 

well. While flying directly from point A to point B low cost airlines do not force passengers to 

make a stop on their way to final destination which again reduces number of take-offs and 

landings. The absence of additional services such as meal service or newspapers importantly 

reduces the amount of waste normally produced by traditional carriers. 

Expansion of low cost airlines on the other hand, stimulated a behavior in the public 

which is not driven by urgent demands. LCC have given everyone the chance of affordable 

travel, they turned the luxury service of fast travel into an ordinary service for more and more 

people. People use low cost airlines because they are attracted by the low price. Low cost 

airlines depend on being able to offer a large number of flights which means more CO2 

emissions contributing to climate change. Additional energy consumption is caused by the road 

traffic which is required to more distant secondary airports. 

3.5  Difference between fares offered by traditional carriers and low cost airlines  

Pricing is the crucial element in airline management. According to Doganis: “An airline’s 

primary aim must be to sell the capacity it is prepared and able to offer at prices which will 

generate sufficient demand to ensure an adequate level of profit”. Airlines regardless of 

business model face dynamic pricing challenges from local and international markets, they are 

impacted by a variety of macro and micro economic factors and competitors. Airline pricing 

managers not only have to make the right pricing decisions, they also have to make them 

quickly and under great pressure because their mistakes could result in large losses in a very 

short time. 
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Traditional carriers have developed a very advanced and complicated system of revenue 

management that was supposed to divide the market according to different willingness and 

ability to pay. The result was a wide range of different fares for the same product. The cheaper 

fares were restricted with many conditions – not changeable, not refundable, with short 

maximum stay – but the most important was to spend Saturday night in the destination in order 

to get a discount fare. For that reason cheaper fares were sold only as round-trips. On this 

assumption the market was split; anyone returning before weekend must be a business 

passenger and therefore has lower elasticity to price as they are not paying for their tickets 

themselves. Accordingly cheap fares were reserved for leisure passengers who stayed away 

over the weekend. Flexibility was only available with higher fares to make cheap tickets 

unattractive for business passengers who change their travel plans more frequently.        

The low cost airlines started offering one-way fares. Like traditional airlines they also 

offer different fares but the only relevant factors are the time of travel (peak/off-peak) and how 

far in advance the ticket was bought. At the beginning the traditional carriers believed that their 

business passengers would continue to purchase expensive fare tickets so that they could 

benefit from convenient airports, high frequencies and frequent flyer programs. But business 

passengers started discovering low cost airlines, as did some leisure passengers who wanted to 

make a cheap trip in the middle of the week. Low cost airlines grabbed the opportunity to catch 

those passengers of traditional airlines who don’t meet the minimum stay requirements of return 

tickets or who book too close to departure time. 

Traditional carriers largely ignored the new low cost airlines for the first years of their 

existence. Soon they realized the damage and started to react and introduced simplified fare 

structures allowing one–way travel. As a result the low cost airlines were no longer generally 

cheapest. Many young travelers who have grown up ignoring traditional carriers suddenly found 

that they were worth considering, with the benefits like more convenient airports, allocated 
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seats, free meals etc. A lot of Guardian readers were surprised when British Airways was voted 

as “best low cost carrier” in 2003. But the dilemma for the traditional airlines has always been 

whether they will lose more in dilution when passengers prepared to pay full price trade down to 

cheaper fares or if they will gain extra passengers from low cost airlines. 

The answer of traditional airlines in Sweden on pricing has been variable. Last year SAS 

started to offer one-way fares on domestic and European flights. To discourage business 

passenger from mixing one-way fares with another airline, one-way fares at peak business 

times remain high.  

The difference between low cost airlines and their traditional competitors has become 

more unclear. In recent years poor margins and tough competition has led many traditional 

airlines to adapt some of low cost features or even establish their own low-cost subsidiaries (for 

example Finnair and Flynordic). Others like SAS adapted low cost catering strategy and started 

to charge for meals. On the contrary, some airlines like Emirates have adopted the strategy of 

operating full service at relatively low fare.  

PART III: EMPIRICAL STUDY 

 

4. DATA COLLECTION 

 

Data collection is the process of gathering specific information needed to answer the 

research questions. Data can be primary or secondary and whether one or both are used 

depends largely on the research questions and the availability of data sources. Secondary data 

refer to data gathered by others usually for another purpose. Typically they are accumulated 

before primary data are collected and may even help to determine the way by which primary 

data are collected. While secondary data can be used for background information about specific 

research they may also answer research questions. Primary data consist of original information 
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gathered for a specific purpose at hand (Kotler). They are collected by the researcher to answer 

the current research questions. Types of primary data in this study include attitude (they refer to 

views and opinions), behavior (they are related to what respondents do), motivations (they 

describe the reason behind a respondent’s behavior) and intentions (they refer to a 

respondent’s planned future behavior). 

Data collection method is highly influenced by the methodology which is chosen. Primary 

data can be collected through communication and observation. Communication generally 

requires direct questioning of respondents by paper and pencil survey (e.g. questionnaire) or 

interviews based on what respondent says. Observation involves direct recording of 

respondent’s behavior.   

In this study a survey method with structured questionnaire distributed by e-mail has 

been used to collect the primary data (the survey questions are listed in Appendix 2). The main 

source of secondary data has been airline industry literature, newspapers, magazines and data 

provided by aviation statistical organizations. The most valuable book, one could call it the 

airline industry bible, is Flying Off Course: The Economics of International Airlines. It was written 

by Rigas Doganis – a well known airline and airport consultant. He is also visiting professor in 

Air Transport at the College of Aeronautics, Cranfield University and former chairman and CEO 

of Olympic Airlines.  

4.1  Research approach 

Research is the search for, and retrieval of, existing, discovery or creation of new 

information or knowledge for a specific purpose. There are two basic types of research 

approaches, qualitative and quantitative. In the quantitative approach results are based on 

numbers and statistics which are presented in figures whereas in the qualitative approach the 

focus lies on describing an event with the use of words.  
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The empirical part of this study is conducted as a quantitative study. The author’s 

intention with this research is to find detailed information and describe corporate travel policies, 

business travel patterns and attitudes towards low cost airlines. 

4.2  Sample selection 

Sampling is a survey-based research where the researcher needs to analyze a sample 

about a population In order to answer the research questions or meet the research objectives 

(Saunders). Once the research problem has been defined the researcher needs to establish the 

sample that will outline the investigation to be carried out. Sampling gives higher accuracy of 

research and a faster result.  

For this study a structured questionnaire was distributed by e-mail and has been sent to 

thirty nine respondents with a covering letter explaining the purpose of the research, requesting 

help and promising that all information will be handled confidentially. The English language has 

been used in the questionnaire. Twenty two corporate travel managers took part in the survey. 

Return rate was therefore 57%. Results are based on the response of these twenty two 

respondents. 

4.3  Questionnaire design 

Survey design is of major importance because if a survey is poorly designed it will not 

provide the researcher with the data needed to answer the research question. Probably the 

most common survey instrument is the questionnaire. This study based its survey method on 

the book by Ian Brace “Questionnaire Design: How to Plan, Structure and Write Survey Material 

for Effective Market Research from 2008. 

There are two types of questionnaire forms: structured and unstructured. A structured 

questionnaire lists closed format questions (see below). Respondents can only answer the 



- 22 - 

 

question by marking the pre-designed options and each respondent is posed with exactly the 

same questions. It facilitates the research input into data analysis sheets and the following 

statistic analysis. Unstructured questionnaires have open format questions and respondents 

can therefore answer in their own words. 

There are several types of questions in questionnaires and each is designed to explore 

different aspects and elicit different responses. They can be used in any combination as long as 

the questionnaire is not too long and it remains focused. A variety of different questions types 

used in the questionnaire makes it more interesting for respondents and prevents them from 

falling into a pattern of answers such as answering every question with option A.  

The questionnaire in this study consists of two pages and eight questions (Appendix 2). 

Different types of questions have been used in the questionnaire design. Each type of question 

is shortly explained and followed by an example from this study’s survey.  

Open format questions give respondents an opportunity to express their opinions. In 

these types of questions there are no pre-determined set of responses and the respondent is 

free to answer however he or she chooses. By including open format questions the researcher 

can get trustworthy, insightful but also unexpected information.  

Closed format questions are questions that provide a variety of multiple choice 

answers and therefore allow a greater breadth of response. By including closed format 

questions it the questionnaire it is easy to calculate statistical data and percentages.  

Does your company use frequent flyer miles for...? 

- Free future business trips, Upgrades to business class, Excess luggage, Travelers 

can keep their frequent flyer miles, Other 

 

Leading questions are questions that force the respondents for a particular type of 

answer. Questions should not be phrased in a way that they lead the respondents to give the 
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answers that the researcher would like them to give. An example of such a question would be 

“Don’t you think that in these days of escalating costs of air travel business travelers should 

prefer low-cost airlines?” By asking such a question the researcher pressures respondents to 

say yes. A closed format question must supply answers that not only cover the whole range of 

responses but they are also equally likely.  

How many long-haul trips per year does the typical traveler in your company make? 

- 1-3, 4-6, More 

 

In importance questions the respondents are asked to rate the importance of a 

particular issue on a rating scale of 1-5. These questions reveal what issues are important to 

respondents.  

Please evaluate how important are these factors for your travelers on long-haul 

routes. 

- Ticket price, Direct route, Access to lounges, Seat comfort onboard aircraft, 

Selection of newspapers and magazines… 

 

Likert questions help to identify how strongly the respondents agree with a particular 

statement. They can also asses how respondents feel towards a certain issue, product or 

service. 

Dichotomous questions are simple questions asking the respondents to just answer 

yes or no. As such they cannot analyze the degree of feelings between the poles. 

Does your company have experience with low cost airlines? 

- Yes, No 

 

In ranking questions respondents are asked to rank various options in order of their 

importance. They should be used with extreme care because respondents might misunderstand 
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a question like this and would allocate the same rank to more than one option or allocate ranks 

in opposite order. 

What factors do your travelers consider before buying an airline ticket? 

(Please allocate a priority from 1 to 6, 6 having most priority and 1 having the least) 

- Time schedule, Airport location, Price of the ticket, Travel with a national flag 

airline, Quality and Service, Safety and Reliability 

 

Bipolar questions are questions that have two extreme answers. The respondent is 

asked to mark his responses somewhere between the two opposite ends of the scale.  

In rating scale questions the respondent is asked to rate a particular issue on a scale 

from poor to excellent. By asking such question it is possible to get an opinion from the 

respondents. Rating scale questions usually have an even number of choices so that 

respondents trying to avoid making a stand cannot choose the middle option. 

What is your overall perception of low cost airlines? 

- Poor, Average, Good value for the money, Excellent 

 

Buying propensity questions are questions that try to assess the future intentions of 

respondents by asking whether they might buy a product. Special care needs to be taken with 

these questions as they may reflect wants rather than needs.  

Would you consider traveling with low cost airlines on long-haul routes? 

-   Unlikely, Not sure, Likely 

 

4.4  Validity 

In order to reduce the possibility of getting incorrect answers attention needs to be paid 

to validity of the research. Validity is concerned with whether the findings are really about what 
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they appear to be. Validity is defined as the extent to which data collection method or methods 

accurately measure what they were intended to measure (Saunders). 

The following steps have been taken to ensure the validity of this research: 

1. The data were collected in the format of a structured questionnaire where each 

respondent is posed with exact same questions. 

2. The questionnaire was pre-tested.  

The quality of sample determines the quality of data. Unfortunately I can’t disclose the 

actual travel volumes however I can tell that sample of Swedish companies in this study 

represents approximately 60% of business long-haul air travel. Selected companies are some of 

the biggest and best-known Swedish companies (Volvo, IKEA, TetraLaval…) with wide 

international presence. 
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5. EMPIRICAL FINDINGS 

 

Business travel is an important segment of travel industry. Sweden’s corporate travel 

market made 2,2 million business trips in 2008 (Nutek) and the number increases every year.  

Figure 3: Traffic to/from Scandinavia in 2009; 35% above 2000 levels 

 

Source: The Avinor conference 2009 

An increase or decline in business travel mirrors economic trends. The current global 

financial crisis, rising costs and uncertain business climate has all impacted business travel. 

Companies continue to impose limits on business trips. The top five strategies of saving air 

travel costs include encouraging ticket purchase more in advance, authorizing fewer trips, 

tightening up corporate travel policies, sending smaller groups of employees on business trips 

and using web-based conferencing. And it is corporate travel managers who are supposed to 

tighten the screws on the travel budget. Through the corporate travel policy they make decisions 

which airlines their employees can or must fly. But in these difficult days travel managers are 

under pressure from company’s high management to shop around for cheapest fare regardless 
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of airline, including the low cost ones. Today travel costs represent the third largest costs issue, 

after salaries and material.  

One could say that the Swedish traveler developed into a global one. They are well- 

travelled and demand the service they paid for. Business travelers require flexibility in terms of 

reservation shortly before departure and possibility to change or cancel the trip. But it is also 

simplicity that has caught the interest of business travelers who are always on the move. With 

low cost airlines they can easily book their ticket via the internet for half the price and the flight 

itself with no pre-seating is simple too. Business travelers, it doesn’t matter if they are a senior 

executive or a technician, have to spend company funds wisely. Even they are under increasing 

pressure from management and shareholders to save money. 

Most traditional airlines in Sweden suffered heavy losses and reduced their capacity as 

a result of recent economic downturn for air travel. Meanwhile, a number of low cost airlines 

have been expanding rapidly in the short-haul market. It is only since 2000 that low cost airlines 

in Sweden really took off. For a long time low cost airlines have had a leisure travel reputation. 

But many low cost airlines have been moving aggressively to take a bigger share of the 

lucrative business travel market. For example they now offer changeable and refundable tickets 

and try to appeal to business travelers with more convenient timetables. Norwegian went even 

longer by offering a frequent flyer program for its loyal customers and by making its fares 

available through computer systems that travel managers use to book tickets and they even 

started to negotiate discount contracts for corporate customers.  

This study presents a survey made among twenty two corporate travel managers on 

their corporate travel policy, business trips pattern and attitude towards low cost airlines. The list 

of companies can be found under Appendix 1, survey blank form under Appendix 2.  
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other airlines. This means less danger of involvement in a collision caused by an error of 

another pilot, such as the one that destroyed an SAS aircraft taking off from Milan in October 

2001. Big and busy airports with a large number of airlines are riskier.  

The label that low-cost airlines are less safe than traditional carriers is hard to take away 

and low cost airlines do their best to keep their flight safety record clean. They realize that an 

accident would be a disaster for them. The world’s oldest low cost airline Southwest has 

operated over twelve million flights and never had a crash in their 40 years history. The two 

European giants Ryanair and easyJet have never suffered a crash in their company history 

either. 

Table 2: Importance of particular travel values evaluated by travel managers 

Travel value Not important Neutral Important Very important 

Ticket price   5% 11% 84% 

Direct route   21% 37% 42% 

Timetable   5% 63% 32% 

Airport 5% 26% 58% 11% 

Access to lounges 16% 47% 32% 5% 

Aircraft type 16% 47% 37%   

Efficiency and ease of flight boarding 5% 21% 53% 21% 

Business class availability 42% 26% 26% 5% 

Seat reservation option 11% 16% 42% 32% 

Seat comfort onboard aircraft   16% 37% 47% 

Meals and beverages served onboard   21% 58% 21% 

In-flight entertainment 16% 47% 26% 11% 

Selection of newspapers and magazines 16% 47% 26% 11% 

Safety and reliability     5% 95% 

Frequent flyer programme 29% 29% 18% 24% 

Past experience with airline 6% 12% 59% 24% 

Proximity to business activity 6% 24% 59% 12% 

 

To answer the next question, travel managers were asked to allocate priority from 1 to 6, 

6 having highest priority and 1 having the lowest. Safety and reliability is definitely the most 

important factor the majority of travel managers consider before they buy an airline ticket 
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Finally, the survey also identified 
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low cost model are seen as less compatible with long-haul operations such as the need for food, 

seat pitch and number of toilets. Shorter routes offer greater potential to achieve cost 

competitiveness over traditional airlines.  

Table 3: Applicability of particular low cost model features to long-haul operations 

Cost areas Application to short-haul Application to long-haul 

Single class cabin 
Usually only economy class, 
however not always  

More classes needed to 
generate revenue 

High utilization of aircraft Seen as crucial 
Already achieved thanks to 
longer routes 

Short turnaround time Very important 
Typically less important since 
aircraft spends longer time in 
the air 

Seating Often no pre-allocation 

Pre-allocation may be 
required. Need for galley and 
toilets. The longer trip the 
higher importance of comfort. 

Catering At extra charge 
Passengers would probably 
value this more highly 

E-ticketing Early innovators Yes 

Frequent flyer program Limited number have these 
May be seen as more 
valuable 

Use of secondary airports 
Preferred for costs and 
efficiency 

Depends on individual 
airport’s facilities 

Cargo No Important source of revenue 

Crew utilization 
Try to achieve cost 
advantages 

International cost savings and 
regulatory differences 

No frills 
Yes but variety in what is 
offered, often charged extra 

Limited by the necessity to 
offer some additional service 
based on journey duration 

Single fleet Yes, usually Boeing 737 
Yes but range and capacity 
problems, one type may not 
be suitable for all routes 

Load factor High occupancy Potentially yes 

Network 
Currently point-to-point but 
started developing networks 

Importance of connecting 
airports - HUBs 

In-flight entertainment Limited, charged extra 
Passengers would probably 
value this more highly 
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6.2  Potential cost differences 

Single class cabin 

Traditional airlines already reach low seat kilometer costs on long-haul flights and for 

that reason they are able to offer competitive fares. The explanation is that on the long-haul 

markets there still persist significant demand of passengers willing to pay over twenty thousand 

Swedish krona for their sleeper seat and other comforts. With these passengers in first and 

business class, traditional airlines can sell seats in economy class for very cheap rates and 

therefore increase the load factor to nearly 100%. Taking out first and business class and 

providing all seats in economy class would increase the revenue required from each seat.  

By furnishing the aircraft with economy class only it would be difficult to make better 

result than a traditional competitor.   

High utilization of aircraft 

Another aspect is that long-haul aircraft fly 15-16 hours a day, often with an overnight 

stop in the destination. A roundtrip between Europe and North America or Asia occupies a 

single aircraft for the whole day and the whole night. It also requires two complete crews; one of 

them needs overnight hotel accommodation. Flight schedule time and maintenance 

requirements make it impossible to squeeze the turnaround time and provide more flights. On 

the short-haul market, low cost airlines succeeded to fill their aircraft around 80% while their 

traditional competitors have lower load factors, around 60-70%. But load factors are already 

much higher on long-haul routes, most European traditional airlines exceed 80% (AEA). 

Therefore has a low cost airline flying long-haul routes limited scopes for improvement. 
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Figure 4: Development of Passenger Load Factors 1994-2007   

 

Source: AEA 

Short turnaround time 

Traditional airlines plan longer turnarounds to allow catering and cleaning of the aircraft 

and to improve the chance of on time departure. Passengers are less stressful when they can 

enter onboard twenty minutes before departure and relax in their seats rather than waiting in the 

gate area for last minute boarding call. Boarding bridges provide higher comfort especially 

during bad weather conditions and for handicapped passengers. Still it also slows down 

boarding and de-boarding. Primarily because only the front door of the aircraft can be used 

whereas with a pair of steps passengers can board through both front and back door and 

potentionally halve the time for boarding.  

But on the long-haul routes turn-around times are a very small part of the total flight. 
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Seating 

Allocated seats are another delaying factor in the boarding process. It takes longer time 

for passengers to find their seat than simply taking the first one available. Passengers may 

block the aisle while they try to put their luggage into overhead departments. As low cost airlines 

encourage more cabin luggage it will however have a negative impact on turn-around times 

because passengers will need more time to store their hand luggage. 

On the long-haul routes seats need to be allocated in advance at check-in as families 

are not willing to be split up for long journey. 

Another problem is the size of seats. Although 29 inch seat pitch is acceptable on flights 

of one or two hours length it is difficult to reduce it below 31 inches provided by existing airlines 

on long-haul routes.   

Catering 

Economy class passengers traveling on international routes have traditionally been 

served a hot or cold meal depending on the length of the route and time of the day. It was not 

until the growth of low cost airlines when meal service started to be paid for. The free meals, 

which many passengers never enjoyed much anyway, became the most visible character of 

difference between low cost airlines and traditional carriers.  

However paid meal service is rather ineffective. Not to offer any meals saves both time 

and money because the aircraft does not need to be loaded with food, cleaned, galley space 

can be replaced with extra seats and cabin crew can be reduced to safety minimum. If the meal 

service is provided free of charge, it is necessary to load the required number of trays and then 

hand them out. Once passengers have an option whether to buy meal or not, cabin crew waste 

their time going to and from the galley, collecting money, giving change in different currencies 
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and charging credit cards. As it is difficult to plan the amount of meals efficiently, there will 

always be a lot of wastage or some passengers disappointed because they didn’t get the meal 

they wanted.  

But it is very difficult to eliminate “frills” on long-haul flights. The longer flight is the more 

service is required. Some form of meal service is necessary for flights of eight to ten hours, 

even if passengers should pay for it. This would cause extra costs for galley space and 

complication of loading and certainly cleaning the aircraft, which would also require longer turn-

around time.     

E-ticketing 

E-ticketing was an innovation widely used by low cost airlines to cut costs and increase 

efficiency. This is an area that can be easily applied to long-haul flights. But paperless travel is 

no longer a competitive advantage of low cost airlines. As of May 2008 IATA, which represents 

230 airlines worldwide, no longer issues paper tickets. Although not every airline is subject to 

IATA’s rules, the majority is, and paper tickets are now practically obsolete. Today most of the 

airlines provide e-tickets, both on their own websites and through travel agents. 

Frequent flyer program 

Traditional carriers believe that a frequent flyer program is the most important “frill” 

valued by the passengers. Business and first class passengers would not be willing to sacrifice 

their frequent flyer earnings on long-haul routes in the way they did on short-haul routes as the 

reward is more valuable. Today, frequent flyer miles earned on flight from Europe to Asia in 

business class can be exchanged for free flight within Europe.   
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Use of secondary airports 

Today, hundreds of airports can support short-haul routes, but long-haul routes are 

concentrated to a few major airports: London Heathrow, Paris Charles de Gaulle , Frankfurt and 

Amsterdam stands for 60% of European long-haul flights, 40 % remain spread over 50 other 

airports (OAG). 

Airports are much more crucial for long-haul than for short-haul travel because demand 

is scattered over a wide range of origins and destinations. Whereas short-haul passengers can 

choose among several airports to find suitable non-stop flight (for example passengers from 

Stockholm to London can fly from Arlanda, Skavsta or Västerås), long-haul demand is spread 

over a wide area. The only dense point to point long-haul market from Europe is London-New 

York, possibly Paris-New York. Other flights are heavily dependent on connecting flights at one 

or both ends of the route. Connecting flights from smaller airports are “feeding” the long-haul 

route.  

Airports also provide competitive options to direct long-haul flights for passengers 

wishing to save money. Travelers are willing to fly Stockholm – Kuala Lumpur via Istanbul in 

order to cut twenty percent off the fair. However few travelers would consider Stockholm – 

Barcelona via Frankfurt.  

Use of larger aircraft than traditional airlines would be necessary to significantly reduce 

unit costs. It would be possible to undercut using the new Airbus A380. Given the fact that low 

cost airlines mostly use secondary airports with runways not long enough to handle 

intercontinental flights, this choice of aircraft would not be an option. Some of these secondary 

airports are too remote from the demand. It is possible to fill plane from Malmö to Alicante but 

much more difficult to fill large plane from Malmö to Los Angeles. Some airports would also 
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have to improve terminal facilities to be able to handle four hundred or more passengers at one 

time.   

  Cargo 

Cargo is also an area of concern. It is generally assumed that airlines are concerned 

primarily with carrying passengers and that cargo and mail are relatively unimportant. But this is 

far from true. Nearly one third of world’s traditional carriers’ services represent carriage of cargo 

and mail, passengers account for the rest. On long-haul routes where distances are longer, air 

cargo becomes more competitive than surface transport (Doganis).  

Low cost airlines avoid cargo on their short-haul routes because it complicates handling 

operations and slows down turnaround times. On long-haul, by contrast, cargo is too important 

source of additional revenue that it cannot be ignored, particularly if flying aircraft with large 

belly capacity. 

Crew utilization 

Probably the most significant area for cutting costs is labor. Employment with national 

carriers used to be a comfortable existence some ten years ago. Once low cost airlines found 

staff willing to work in the airline industry for much less money, it became tough to justify 

maintaining those generous conditions provided by traditional carriers. 

 Low cost airlines could undoubtedly find people willing to work for lower salary. On 

short-haul routes, traditional airlines still accommodate large number of crew in expensive 

hotels away from home to operate early morning flights from other countries, rather than 

opening a local crew base. Nevertheless, on the long-haul routes the airline would still have to 

contract some overnight accommodation and allowances as it is physically impossible for crew 

to return after every trip back to their base. Cabin staff could be reduced to the safety minimum 



- 41 - 

 

(one per 50 passengers) even though this would increase pressure on those remaining. 

Traditional airlines usually pay crew the same across the whole network which makes them 

uncompetitive on short-haul routes. The most practical model for low cost long-haul airline 

would be to use lower labor costs (as salary rates differ greatly around the world) but leave 

other service intact. This is basically a strategy of some traditional airlines – Thai International 

and Emirates.  

Fuel 

Fuel represents a cost element over which low cost airlines have no more control than 

traditional carriers have. It represents a much bigger proportion of total costs on long-haul 

routes. For the European airlines, fuel stood for more than 25% of costs on North Atlantic routes 

comparing with 15% on European routes (AEA). 

Seasonality 

Seasonality is another problem. Although it is possible to undercut traditional carriers 

during the summer and still be profitable, it is almost impossible to maintain this position through 

weak winter months when both demand and fares fall. Unless a different destination is found to 

use the aircraft this is a major obstacle to enter the long-haul routes market.  

Other features 

In-flight entertainment such as movies, games and music is also more important on long-

haul than short-haul routes. The number of toilets cannot be reduced as it has been done on 

short-haul routes. Another service that low cost airlines try to minimize - larger amounts of 

checked luggage must be handled. Other Ryanair innovations such us non-reclining seats, 

absence of window shades and seat pockets are also unthinkable on long-haul routes. 
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All these arguments push airlines towards the traditional model. If these obstacles were 

not sufficient, regulatory barriers limit new player to enter the market and start its service. 

Airports in the United Kingdom (except Heathrow) have a relatively liberal approach to 

transatlantic routes. However in France there is very likely to be protectionism in favor of Air 

France. Long-haul routes still have to fly from the airline’s home country. So called 7th air 

freedom has not been recognized on all intercontinental routes yet. 

6.3  Historical and present attempts to enter long-haul market  

Most people point out Southwest Airlines as the start of low cost phenomenon. However 

considering long-haul routes the earliest example is Skytrain grounded by Mr. Freddie Laker. 

Skytrain operated its first service in September 1977 between London Gatwick and New York, 

offering cheap single class one-way transatlantic service. Passenger could buy their tickets 

directly at the airport on the day of travel and their prices started at 59 GBP. Fare deregulation 

led to highly competitive aggressive pricing from traditional carriers and Skytrain failed in 1982 

with debts of 270 million GBP. But deregulation was not the only factor to blame, economic 

recession and fuel prices which doubled between 1978-81 were other factors. 

There is number of historical examples where airlines tried to compete on price. After 

Skytrain a number of airlines operated services that could be considered having elements of the 

low cost model. Virgin Atlantic has always positioned itself as a “value for money” option. Still, it 

is in many ways European charter airlines that can be seen as pioneering low cost long-haul 

flights. They were early innovators in cost efficiency with high seat occupancy.  

For all the reasons analyzed in the previous chapter there are relatively few long-haul 

charter flights and they have been successful either on leisure routes (Stockholm – Aruba) or on 

peak season when traditional airlines charge expensive fares (Stockholm – Bangkok). Since 

leisure travelers are able to arrange their travel plans around one or two direct flights per week, 
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leisure airlines operate on lower frequencies than traditional airlines. Lower frequencies can 

also work on ethnic markets such us Scandinavia – Middle East or UK-India. Seasonal 

operation can work only if a complementary destination is found peaking at different time of year 

(Stockholm-Dubai in winter, Stockholm-Istanbul in summer). 

  A couple of new entrants have started to offer services that may be described as low 

cost on long-haul routes. MyTravel, which is a European charter airline (present in Sweden 

through its daughter company Ving) currently offers low cost service where travelers pay only 

for seats and extra payment is required for frills such as food and in-flight entertainment. 

Britannia (today Thomsonfly) started similar charter flights to Australia with seat pitch reduced to 

only 29 inches, same as Ryanair, but this was found impossible for such length of journey. Two 

rows had to be removed to increase pitch to 31 inches, the same as major traditional airlines. 

PART IV: CONCLUSIONS 

 

The cost savings that low cost airlines achieved in the short-haul market will be much 

more difficult to apply to long-haul services. Firstly, aircraft and crew utilization offers minimal 

potential for improvement. Most long-haul airlines are already able to fly over night and obtain 

14-16 hours aircraft utilization per day. It is impossible to avoid crew accommodation costs in 

the destination. The existence of business and first class passengers prepared to pay expensive 

fare for sleeper seats and other comforts means that the marginal cost of economy class seat is 

very competitive. If a low cost airline replaced them with all economy class seats the revenue 

required per seat would actually rise. On long-haul routes it is impossible to reduce seat pitch 

below 31 inches so there will not be any saving from greater seat density. Load factors are 

already high on long-haul flights (Table 4). For these reasons, only a few charter airlines 

succeeded on long-haul routes except for pure leisure destinations and during peak season 

when traditional airlines charge expensive fares. 
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It is also impossible to eliminate the frills on flights 7-12 hours long. Skytrain in the 1970s 

offered hot meals against payment which still required all catering and galley operations 

maintained. There are only a few long-haul routes dense enough to enable point-to-point 

service without any feeder traffic. While New-York to “nowhere” could work, “nowhere to 

nowhere” is much more vulnerable. With many connections hubs are more crucial than for 

short-haul routes. It is also more difficult to use secondary airports as they might not have the 

capacity to serve long-haul flights. Bilateral agreements still control many intercontinental routes 

and make it therefore complicated for new entrants.  

In terms of areas where airlines can achieve cost leadership, labor costs are certainly 

the best area to attack. Eastern European carriers might undercut major airlines by offering 

connections via their airports such as Prague or Moscow to Asia. To stop this happening, 

Lufthansa brought airlines such as LOT Polish airlines into Star Alliance so that LOT can focus 

on feeding Lufthansa’s long-haul flights instead. 

Although factors described in this study are mostly against the successful attack of long-

haul routes by low cost airlines, they cannot be ignored. If intercontinental flights, which were 

down as a result of 11th of September, SARS epidemic and rising fuel prices, become strongly 

profitable again for traditional airlines, then it is likely that other airlines would wish to get a 

portion of this market.  

If European traffic for low cost airlines falls as many short-haul destinations become 

saturated with low cost services (Tables 6 and 7) it may be attractive for established low cost 

airlines to diversify in this way. It is possible that carriers such as easyJet, which has greater 

focus on primary airports than Ryanair (which flies mostly to secondary airports), might look at 

long-haul routes as attractive supplement to their local demand. To be successful, they would 

have to adapt some elements of the traditional business model, just like traditional airlines 
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adapted some elements of the low cost model. Every airline wishing to keep cost advantages, it 

doesn’t matter if it is low cost or traditional, needs to continuously look for ways to innovate. 

Cost advantages may be most easily achievable through labor costs. Established low cost 

airlines would be best placed in terms of knowledge and experience to make a success on long-

haul routes. 

New aircraft types such as the Airbus A380 or Boeing 787 Dreamliner will offer the 

possibility to fly longer distances with lower seat kilometer costs. It will be possible to fill over 

500 seats on an A380 and fly on the densest routes such as New York – London once a day. 

On other routes however frequencies will not be competitive and therefore making it impossible 

to attract enough market share.    

Deregulation could also be a possible impulse for new entrants. Today many markets 

are closed to anyone other than the two national airlines operating from the end of each route. 

As deregulation spreads on more and more markets, new entrants might be low cost airlines. 

For example several Indian low cost new entrants (e.g. Kingfisher) have shown interest in flying 

to Europe. New liberalized bilateral agreements Open Skies might make this possible. 

Availability of leisure time determines that most people will probably make only one long-

haul trip per year. There is a limited number of people willing to travel more and more as fares 

fall. While people can now fly to Barcelona for the weekend, they will not fly to Los Angeles just 

because the fare is cheap. The main potential for growth is possibly the trade-up from short-haul 

to long-haul trips for the main holiday but the cost of other arrangements such as hotel, car hire 

and food means that the flight is only small part of the total trip costs. Conversely the market 

segment visiting friends and relatives (VFR) is likely to show more potential as travelers usually 

don’t have the extra expenditures mentioned above. 
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The success of long-haul low cost airlines will not only depend on achieving cost 

advantages. The demand for long-haul no frills service, its nature and extent, might be 

determined by more factors than just price. The response of competitors - traditional airlines – 

might also determine success. There have been a number of traditional airlines offering 

subsidized low fares to stop new entrants. But their position is not without risk either. Some of 

the new entrants caused traditional airlines huge losses on markets that had been the only 

remaining profitable part of their services.   

While a large number of traditional carriers will most likely maintain their short-haul 

networks in Europe, long-haul travel will be concentrated within a small number of key players. 

Several European traditional carriers, among them SAS, have already given up some of their 

long-haul destinations and taken a new role as a feeder to stronger partner airline. During 2008 

SAS transported 25,4 million passengers which resulted in net income of 99,4 million USD. Its 

Nordic neighbor and competitor Finnair transported during the same period 8,6 million 

passengers but net income reached 149,4 million USD. Finnair positioned itself as the specialist 

for Asia and became a major player in the long-haul traffic between Europe and Asia. 

Timetables are built in such a way that they offer quick connections to eleven Asian 

destinations. SAS on the other hand serves only three destinations in Asia. 

A more dangerous problem for traditional airlines could be the growth of low cost airlines 

in Europe. Between October 2008 and April 2009 Ryanair transported more passengers than 

Lufthansa and Air France. And easyJet carried almost double the passengers that British 

Airways did (Table 5). As low cost airlines gain bigger and bigger market share on intra 

European markets (Table 2) they might jeopardize viability of traditional airlines whose short-

haul networks are essential to feed their long-haul routes.    
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Figure 5: Passengers carried in Europe between October 2008 and April 2009 

 

 

Still, traditional airlines are in a stronger position in the long-haul markets. The 

importance of connecting flights, first and business class passengers, cargo and the difficulty of 

reducing seat pitch, meal service or in-flight entertainment below current level would put a low 

cost entrant at a significant disadvantage. Traditional airlines are most vulnerable on pure 

leisure markets and VFR markets that have lower comfort demands than business travelers. 

These passengers are less sensitive to frequency so they can be captured on one or two flights 

per week. As this thesis has mainly focused on business travelers, my suggestion for further 

research would be to closer study leisure and VFR travelers. It would be interesting approach 

which would allow more detailed analysis about the future of low cost airlines on long distance 

destinations. 
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The glamour of air travel has gradually vanished in the air and low cost airlines were the 

first ones to realize that air travel is basically a commodity like any other, that people will buy 

mainly on price. However it is just as easy to lose money for a low cost airline as it is for 

traditional carrier. It is the balance of cost and revenues that is important.  

Figure 6: European low cost network in 2000 

 

Source: CAA 
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Figure 7: European low cost network in 2006 

 

Source: CAA 
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Appendix 1: List of Swedish companies taking part in this survey 

1. Alvedoor 

2. AstraZeneca 

3. Beijer Industri 

4. Bombardier Transportation 

5. Capgemini 

6. IKEA International 

7. Indiska Magasinet 

8. ITT Flygt 

9. Kapsch 

10. Lindex 

11. Perstorp 

12. Phadia 

13. Sandvik 

14. SCA 

15. Seco Tools 

16. Siemens 

17. SSAB 

18. Stena  

19. Symsoft 

20. TetraLaval 

21. Vattenfall 

22. Volvo  
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Appendix 2: Survey blank form presented to Swedish corporate travel managers 

All questions contained in this questionnaire are strictly confidential and for academic 

purposes only. The questionnaire is anonymous. 

Does your company have experience with low cost airlines? 
 

  Yes 

  No 
 

In which class do your travelers usually travel on long-haul routes? 
 

  Economy Class 

  Business Class 

  First Class 
 

 

Please evaluate how important are these factors for your travelers on long-haul 

routes. 

Factor 
Scale of Importance 

Not 
important 

Neutral Important 
Very 

important 
I don’t 
know 

Ticket price 
     

Direct route 
     

Timetable 
     

Airport 
     

Access to lounges 
     

Aircraft type 
     

Efficiency and ease of flight boarding 
     

Business class availability 
     

Seat reservation option 
     

Seat comfort onboard aircraft 
     

Meals and beverages served onboard 
     

In-flight entertainment 
     

Selection of newspapers and magazines 
     

Safety and reliability 
     

Frequent flyer programme 
     

Past experience with airline 
     

Proximity to business activity 
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How many long-haul trips per year does the typical traveler in your company make 

(approximately)? 

  1-3 

  4-6 

  More 
 

Does your company use frequent flyer miles for...? (Several responses possible) 

 

  Free future business trips 

  Upgrades to business class 

  Excess luggage 

  Travelers can keep their frequent flyer miles 

  Other _________ 

 
 

What factors do your travelers consider before buying an airline ticket? 

(Please allocate a priority from 1 to 6, 6 having most priority and 1 having the least) 
 

Time schedule   
 

Airport location   
 

Price of the ticket   
 

Travel with a national flag airline   
 

Quality and Service   
 

Safety and Reliability   
 

 

 

What is your overall perception of low cost airlines? 

  Poor 

  Average 

  Good value for the money 

  Excellent 

Would you consider traveling with low cost airlines on long-haul routes? 
 

  Unlikely 

  Not sure 

  Likely 
 

Additional comments and suggestions are encouraged. 

Thank you for your participation! 

 


