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ABSTRACT

Analysis on Success Strategies of Low-Cost Carrier

Strategic Groups

Lee, Young Hee

Dept, of Avionics

Graduate School of

Korea Aerospace University

(Advisor: Prof. Lee, Yun Cheol, Ph.D.)

With the growth of air routes in Japan and Southeast Asia, passengers of
domestic low-cost carriers have increased by 20% each year since 2010 and
this growth has been continued.

Based on this market growth, starting with Jeju Air, a large number of
domestic low-cost carriers have been founded, forming a fierce competitive
structure.

In this study, successful global low-cost carriers like Southwest, Ryan Air,
EasyJet, and Air Asia, and domestic low-cost carriers like Jeju Air, Jin Air,
Air Busan, Air Seoul, Eastar Jet, T'way Air, and new entrant cases were
analyzed in depth to investigate strategical characteristics of low-cost
carriers.

Based on this analysis, strategical homogeneity and heterogeneity of these
companies were identified and implications on strategical positioning for

fundamental competitiveness of Korean low-cost carriers were extracted.
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The success factors of global low-cost carriers were analyzed, focusing on
the objective data, since there are a lot of disclosed data about successful
cases of global low-cost carriers, which are the archetype of low-cost
carrier strategy. But the developed cases of Korean low-cost carriers are
limited. For this reason, the contents containing strategical characteristics
were collected from the researcher’s perspective, focusing on the data
announced by the companies.

One of noticeable success strategies of global low-cost carriers is a
creative manager. For example, Southwest, the beginning of low-cost
carrier, emphasizes the manager's unique management philosophy. In other
words, its representative success strategy was to concentrate on
simplification of capabilities and dominate the market that was not early
considered by the competitors in advance.

This company focuses on fun-based management to make its members
improve efficiency voluntarily. This is a new attempt beyond the traditional
concept of airline service and a creative strategy introduced by the
manager.

Another strategy of global low-cost carriers is to strength their own
fundamental cost leadership, copying the strategies of the first movers,
based on financial professionalism. This strategy has been changed
according to the sequence of entry and the environments, based on the
archetype of success strategies of low-cost carriers.

Ryan Air to concentrate on the market, based on the archetype of success
strategies, EasyJet to emphasize differentiation, and Air Asia that has

achieved local expansion (in Asia) are representative cases. On the other
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hand, one common thing among the strategies of global low-cost carriers is
that they have simplified resource structures. For example, these low-cost
carriers unify airplane types for maximizing economic feasibility from
diverse viewpoints and remove unnecessary waste of resources by forming
simplified resource structures.

There are three representative cases of domestic low-cost carriers. The
first case is Jeju Air, which is the leader of independent management. Jeju
Air adopts a hybrid strategy to copy part of Korean full-serviced carrier
strategy, benchmarking the strategical archetype of low-cost carriers in the
global market, at the same time.

The second cases are Jin Air, Air Busan, and Air Seoul that are late
movers and affiliated companies. Basically, these companies focus on
forming complementary relationships with patent companies. For example,
Jin Air was able to establish the foundation in the low-cost carrier market
in a short time, with support from their patent companies. But Jin Air has a
limitation in developing its own creative success strategy. Although Air
Busan, an affiliated company of Asiana Airlines, has a similar strategical
position to Jin Air, it targets Busan area that is not less dominated by
Asiana Airlines.

This shows that the management limitation of the patent company serves
as a new market opportunity for the affiliated company. For getting over the
management crisis of the patent company, Air Seoul, another affiliated
company of Asiana Airlines, adopts an aggressive strategy to uses Seoul
with the biggest advantage in the Korean market as the center of low-cost

carriers, copying the successful business model of Air Busan.
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The last cases are Eastar Jet and T'way Air that are late movers of
independent management. Although these companies entered the market
around the same time and have a similar number of employees, there is a
strategical differentiation. Eastar Jet pursues development of new air routes
using nonscheduled fights. In other words, they are endeavoring to improve
profitability by developing new air routes in China using nonscheduled
flights in the regions, where were not developed before. On the contrary,
T'way Air aims at hybrid positioning and pursues development of
long-distance markets, based on online marketing.

As stated above, the basic strategy of low-cost carriers is to develop the
foundation for application of low cost relatively. For achieving this purpose,
there is a common strategy of low-cost carriers. But it was also discovered
that they selected the strategies considering regional characteristics and
foundation characteristics or resource differentiation when there are patent
companies.

In conclusion, this study considered the constant strategical evolution
processes of low-cost carriers to win their own differentiated competitive
advantages, escaping from the early low-cost carrier strategy. In spite of the
limitation of the case study, it is anticipated that the strategical
characteristics presented in this study can serve as basic data for research

on low-cost carriers in Korea.
Key words

low-cost carrier, strategic group, analysis of success strategy, original

strategic form.
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