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Study on the strategic changes of the world LCC business models
and their implications to Korean LCC industry(A Case Study of the

world’s major LCCs)
Sang Do Kim*, Kee Woong Kim**, Kun Hee Choi***

ABSTRACT

As the price competition between airlines became increasingly intensified, due to increased
participation of low-cost carriers in the air transport industry and the continued deregulation
of international air transport, each airline has introduced various management techniques for
securing international competitiveness and operational efficiency in order to cope with the
uncertainty in air transport industry. The world leading LCCs, such as Ryan air, easyJet and
Southwest, have changed their traditional business models by increasing operation to primary
airports, diversifying operating routes, making strategic alliances with FSCs or other LCCs,
increasing the operations on the mid or long distance routes, expanding ancillary revenues,
etc. As Korea's air transport industry is confronting with intense competition, our LCCs are
requested to adjust to this new challenging situation. As the world leading LCCs did,
Korean LCCs are recommended to adopt new business models such as restructuring of the
air transport industry through M&A, operating more flexibly in terms of frequency or route,
launching of services to primary airports, making strategic alliances with foreign FSCs,
developing of 4th or 6th traffic demands, etc.
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{8 LCC ASK 0| =LCC ASK

Ryanair 2,777 Southwest 3,263

JetBlue

Easylet 1,669 1,378

2.1.2 LCC +¥

=% A5, 71¥9 FFAVE LCCE AALEES
@ 79, FSC7b LCCE AYd 492 25T
F dom, A WA= v Southwest’} THE
A

Hola, AA MY dFEHA AHHE FT9
Ryanairg & 4 %o, FSC7t 4¢3 LCCe
v]l=r United &FAFY] Ted7} tixFolglx &



AA LCC M=y wdle] debd wst a7 g @y LCC 4 BE A =2 57

HA w= felM FsCrb AR
LCCe A%, A7F 8 dd7E 5o 44 5
A =e2A LCChe] AAYE 2t3A)
E A7 UERgod, HZdls okl A<l
A FSCOl AH8)AL = ARRIE-E F3 LCCE &+
@A sk AE7E olFoAAL ITHCAPA,
2012)

2.1.3 LCC &%

A2 LCce] Al HalA e Al A7t
olfol4 stom, tliie AN LeCE A
hegTaE JNOR FsCul e /1ARA
de gugons £qd deAA S
WE AT 4F aE FEW o ey

&2 91d 2119 Hell 14
9 Ed_d gid wHo FoAFar) o7d 4279
o g %}—6]—7—]0 /\].ﬁLEL—' /“_gL;d- ‘,]q]::
Al Atdlgtx & 4 Yttt Au|L3}FALe] sHF
FAF EHY Fde A AAFD FAZEA,
EIHAIZLOME A& gAo] o]Fojxa 3l
on ol9} #ASt g ATt o]FAHE A
7VEEAR] tgE FE ], SWOTE4, ZAMY
e, AAE Ayt AHF AA, FAA
,/] :ﬂ_g_x—l z{akzj?_] ?s:l‘j‘g :ﬂ_QLA-] %__CL :z@-o],o:]
O3 e A7 Tl 2 d8n & F s A
ojth(H ¥, 2008, F-&A, 2005 HFF, 2010;
ST E, 2010, %84, 2011, A, 2008, §X,
2012) ¥ W FAY ArtGFARe] A,
&% A o]F tAl Wzt o] A1 e
FHAE W ATFGEAe Ao Qo] TA
A =4 FUE A9dE ddo] sojue Aol
I A dgtr & 4 Uth(Garriga, 2007)
ol A AlZE A SstE AJAzIg)e] gol3)
Ao wey Aap Aol A= o A&HH
oz ZARAYL ey 95 LcCe 71%—
B2y 29 W7dste] LCC9 FSCo| 5%

A3 slo)BY = FEjol LCCE ©ol %%‘8}
A} Jetblue airways’} T&AE SF=AAS
B3t AAY-dAY ¥ #FA EFA=EHS
+Qd3E A& T olfF wEolth (Gittell,
2003) ol2 <3 FFAFNAM o o) LCCet
FSCE 43l Zlo] Ak ofn7t glojxA =
A HGui Lohmann & Koo, 2013). &4 F2AZ
A AN 28 2 UAFAOZ A% ArpE7t 4
HE AFIE AAE 2y BS F9 LCCEO
5% A4S AHHow {FAS A, oA

SR A

ol

e $2 AT A F

Fg HolT glo

R e B e P B B s s 3
A7F dehga glew, Lece A Aol Ak
Holgbe AFEC ZFH Yeta Qlth(aap

& Zuidberg, 2012) 53] Al7o] Hab A& E o]
7101] w2} LCCEEAHl 2 &8 549 F7H&0
42t A3 o (Klophaus et al, 2012) ©]
2 dsf vlzyzrde] Wils i FF A&

DN

bs BAE AT Bke Ak m@slelor o
Zolth. FHol F7he oled I W)
A A LCC BB B4 WU 0 Fe
FE 22T 5 e AAF bggel Fasih

FSCe ‘=A4FFE  AxF 7 (factories  to
manufacture route density) &E#] Hub and
SpokeA| 228l& A}F-8-8}A| BH(Levine, 2009), 9
LCC Rz Rh2 A3 b &5 Al=ds &
&okal v gd el gk A A#ES JF5T
EX FAAZL, FLEAA B ¥ HE

& 4= 9= 99olo] 23 coi A 3

AE AAs7] A% _Lﬁ°ﬂ
gEU grolAe =
oA HaE Tt E-/]
o mEpA AT F
Hlzyaeds #dste, LCCEL 78 %
(Primary Airport) &R th= e Hy
oA °l 22t F% (Secondary Airport)ell =
I Ut} (Franke, 2004) §3] LCCE 2
%’%‘3}"4 destar olsisty] A 7t
=S tAARAo 7 A7 =S A
HA H]%QUE‘ sl st skow, wh
2] "o gt2E=A X (turn-around time)&
o gt v dAg e fAXF 2% F
7he H o]l B2 ARto]l 2gFEE
o wj-¢ & &9s Fe H2UZ2 A4S
LCCY Afmlz7t migaog Holx J&
o J2ERE LCCEL Btk §2 AAddA
ol NAF FEF T APAES F
Al 53l oF &FA] W
(Pantazis, 2006), LCC¢] HERZE AFste= 2
2 S A9A 7@.3“ TAE A 1A
a7t ok =8 F8 =AML 01201%4
A Ao dY AY 7‘5'1— A7 i
Atk & ZHAYS] FFAA ATH= E%_]EP

Ol

2 g

o "

o M
g, o -[)4'

o )

Pof‘

o Ay M > ok o rft okl i
<.

ofl oo Mlr AL o X

ro
ol
ok
N
oy
o
o
(g
>
_>.L
N
N
r-{o
m 2
m[o
24



i
o)
Joy

2148 395 20134 09)] 30H

FHA e AL g4 AasE EAE F 3
o, " ARE E=3AE F s A9
o}.(Levine, 2009). 121} Southwest®] 7% =
71 A% @AM 22 & dEE da2re 3

N

17, @A vlzU2s mds WHEAA Fo 3
of #H¥d< s A fFH LCC AR

Ryanairfto] FY3tA 22t 33 HAEFE 13
W, easyJet I f+H I7HE AbololA Fa

S 24S gEa ok

MA F8 LCCo H F3F £33
Hog 7¢A <

A 0]
& BAE 2sh] #3 etew nizyzwHo)
37} dofuks Zlelgtal @ = ok

30

25_7‘\-—.._*—.-—*——\

20 | HE =< S

Average weekly fraquency
&
{
!

—— yanair
- e eacylet
i South west
5| = -m— JetBlue
Alr Tran

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Fig. 1 LCCe| B¢ F3 233+
Z+5: Jaap G. & Zuidberg(2012)

2500

2000

1500 /
1000

Number of roufes

=l e—

- o e
— e gy —
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Fig. 2 LCCY &3 =4 #
Z+%: Jaap G. & Zuidberg(2012)

] <Fig 2>olA UEbsk=e], 2001d 3 2010
Aol HEg A4t #AStY Ryanair®] =
F7F 7St g T Ao R FUHFolE Hole A &
Fo7t W A = AAITL o] Fof
I AFE oulshH, o] oln EslE I Q=
A FF HA st w4 JFs EA B
o] At B 4= gtk

Ryanair®] »=AdFol= & LCCEH A3
2, 53] Southwestd] =41 AF3= 433
zHolgta & F e, 1 ol k=
< Ryanair7t =4 & 4439

PSP e Y

w20

ar
W
o
N

g Zolt}, T A 4o =12 <ls) W)
v =4 JF3 AgES oS o dAE UE
¥ Ao =R HRth Ryanair7} o] IES A
g5 A¥EY, ¥ FA8E Holg 23 F
g e Fo FFEE o)At Y=l o)A
H Ryanaire &% OS5 2 AFS olF7] s
TFHOR Fa FIE JFL Zolx, ofvt
T 1 A3, easylet} AHHom AAZ Zo
ot I Q9= Southwest7} 3B wXA& F7}
AR ARt AR FE EAE A & F
Atk
2.2.3 LCC 323}

LCC7t 8 3ol 23e 9FE olffis =
A A5 B ZAE Ay Ager o

fr
£
i)
‘@
i)
>
}.
T,

22®l(random connect system)©]
F7HEQ &dF nEHFES FSAE F U= 713
A &3] ol 7€ AT mEw,
Ryanair <259 172%7F W "=
(London Stansted) I&ollA ThE dZHC=R 3
= 33, °l& F WEELS Ryanairg ©| &%
Ao 2 YEPHHO'connell & Williams, 2005).
LCC9 3B FFA 2t A A4 Alxdl2 §H
e Aol LCC =AA dEd A A (feeder)
22 YEd 5 9o, 3B FFodAM LCC
o} FSC Atele] AFE Fall sl #dd v&
& FdshA geEvd dey A A F8 &
As 48 F S Aotk Westletd Air
France-KLM©]} JetBlue$} Lufthansa, Vueling#}t
Iberia, Jetstar Airways$} American Airlines®}
Zo] F8 3B Eo|A LCC(LCC feeders)®} FSC
(FL& VEHNZ FFA) 19 code-share FAHE
BE AR ol sjEste] o At &
Aot 53], FFol|A LCCT(Low Cost Carrier
Terminal) A4E FZ3E A, ol8dd LCC
Hlzy2mds AvHololp & Zo|th. <Table
2>+ Southwest7} ©|v] 3 B3} I oA A3
2o d dAES Hol $es RAEnh
Southwest= A H3F &5 A="& F3 LCC/t
7 e =4 158 2AE FEF o= s4ds)
AT =¥E 71Eoln Utk ]9 Ryanaire
Ao T AAHA S B3 A
FuUA7]H 3 sl AIE=E Southwest R T HA
AR, FEIF & FFVE ALY 3
A7t g FEEES ¥ Je FolEY=
FF ARl Aer Lingus® /A& 3t Stk I
Ay 5 AA dAAEL, A-PHEeE <

it

=

e



393 et AA LCC W=y 2 wale] Hety

3lo] Ryanair’} Dublin A7l Al A 8A 1 93]
of 2E & Ytt= ©lFE Ryanair® Aer
A28kt

Lingus?1 &

Table 2. Southwest & E3} A X

olg Bt X
Southwest 0| B xjof a7 b x|
338 s H|S
Chicago Midway
1,446,217 43.2%
(MDW)
Houston Hobby
731,461 37.0%
(HOU)
Baltimore (BWI) 906,573 36.6%
Nashville (BNA) 422 578 35.8%
Dallas Love Field
625,128 33.4%
(DAL)
Denver (DEN) 645,809 31.9%
Saint Louis (STL) 341,286 30.2%
Phoenix (PHX) 860,513 28.8%
Las Vegas (LAS) 1,060,372 27.9%
Kansas City (MCI) 211,382 20.9%
A 7,251,319 33.2%

*2}5: Boyd Group International, 2010
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F Ag7E 59 2E F45E VNeE d= Table 4. AYE LCC FFAF A3 (2012. 6 71F)
FFoIth <Table 3> F7} 9] HlFo] & Sal | 2ol | o2 [ofexeg | == [or=zalst
FEA Y2E 109 ¢olls LCC7F AR 9A|s
Ut BIF F99 UH% H1%—°1 = HZ | 4= [ 2302 | 1342 | HZ | 5=
Allegiant= 712820 &F Yol F7H3QA #+ 1270 97H 3971 517K 47y 1174
E AH2E AFFoER BIt FdEs FE3)
3 AS By ofyel, sEo|y ey 5o
M 2RE F71Ae Byl £98 A& 4 9l Table 5. ofAok-EiH Y AQ FSC LCC A3|A
dFe 718 Th Allegiant= %?l‘i‘%i’/] 27t %FIJJJFZ(EI_:SC) X3 AKLCC) (%8t &)x])
FoE FFEE J|Wo=E 3 wEZHYH A1 ==
o .
31TH(CAPA, 20102,CAPA, 2010b). Jetstar(& F), Jetstar Aisa(&l7txZ2),
M olo - o =1 Jetstar Pacific(tl E &),
Table 3. 79 ¥IF 1~109] &FA Qantas Jetstar Indonesia(2! | Al o}),
Annual Results 2010 Annual Results 2011 Jetstar Philippines(Z 2/ &),
29.2% Allegiant 29.2% Allegiant Jetstar Japan(€ =)
22.6% Spirit 23.9% Spirit
22.1% Ryanair 22.2% Ryanair
21.0% Jet2.com 19.4% easyJet Scoot = A M(long-haul), Sillk Air(=x|A),
205% | Tiger Airways | 19.4% | Tiger Airways Singapore  |Tiger Airways Australia(= i 1)

- - Airlines Tiger Airways Indonesia(9! = Ul Al of)
19.2% easyJet 18.1% Jet2.com Tiger-SEAIN(®al =) ’
18.7% AirAsia 14.4% | Aer Lingus Qe SEAINE ==
18.1% AirAsia X 13.3% |Alaska Airlines Korean A |uin Arer=)

15.7% Flybe 13.2% Flybe - —
- United - — Asiana Air Busan(gt=)
14.7% Continental 13.1% AlrAsia ANA Peach(2 &), AirAsia Japan(¥ &)
=R — -
t IdeaWorks(ZOll),. Airline  Ancillary S Nok AIr(Kt2 ZUiM). Thai TigerTiger
Revenue and Loyalty Guide for 2011. al AIWYS  Iainways 8H&H, Thai Smile[LCC AFH & ]

23 = LCC &zt &5 M=ty of
23.1 HEY LCC &3Ar 8 &
SW LCCEES A¥ny] Aol Z4 di5d

LCC3ZALe] &3S A RW <Table 4>9F 2
oh 2012 6 AR, A AA 50700l A 12671
o] LCC7l &8¢ 3t o A9gd LCcC 9
G #Este] 71 Be LCC Fo7l o] FoiA)
J= gL olgfAYg oz 1370= 517 LCC
& Tl ok o] AY & FEES F
e &% FUke 4 20008t B A%
7

Oﬂ %]’_Oq_é_]_ }\];i';i-_}_ LCC-—O] X‘]H]‘X']?_]_ 601'% L‘ﬂ
E92 2 FFY ool mEe Folu Y] W
Bolgta & 4 S Aotk =d olE x| o) A
o]

* 7Z+&: CAPA(2012.3), ‘Asian market overview
presentation, Brendan Sobie’.
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ot

Table 6. =4 AW-& IJFA %

A == of O|AE} | E[0
xh= 2 [1,10021 2 | 27021 2 50024 2 [ 278212 20721 2
Sk
S o | e | ek | ech | o
=
(ig 14 [ 11ed | seM | 524 | 3wa
S 51
¥ | zosal | F518| 7443 7353| Fo53
* AR HEFE REAR(2012)
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st Qlth 71EGFAY AE A FE L ofd
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