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This is especially true when special needs make it difficult for industry-wide competitors to serve the needs of
this group of customers. Indian carriers have not made it easy, dumping capacity to build up market share and
using aircraft that were ordered in the last wave of exuberance almost six years ago. The objective is twofold:
Change the business model to serve all customers better by providing a more efficient and less
time-consuming experience; and provide dedicated services and flexibility to the customer segments prepared
to pay for them. And customers who require extras except for perhaps the most frequent flyers would
potentially pay for them in the ticket price or through a transaction fee. Of the costs attributable to
production-model differences, the largest contributing factors are business pace, process complexity, and
ticket distribution. Knowing ones customers is very import in obtaining and sustaining a competitive
advantage. In fact, the cost differential between the full-service and low-cost carriers is 2 to 1 for the same
stage length and aircraft, even after adjustments for differences in pay scales, fuel prices, and seat density are
made. Together with other low-cost carriers like SpiceJet and Go Air, sense and focus have been their motto.
Existing infrastructure may be underutilized with the new business model, and the current aircraft base may
not fit the new requirements. These segmented operations are called tailored business streams TBS. Rather
than emphasize meals and differentiated service, the Southwest model focused on fun. As corporations
tightened their belts and reduced the frequency of travel, business travelers, who have traditionally accounted
for as much as 60 percent of mainline airline revenues â€” and well over percent of their profits â€” were no
longer willing to pay the high fares they tolerated in the dot-com boom. That revenue outlook is likely to get
worse. This eventually increased to an unprecedented cost-to-revenue gap of close to 2 cents per seat mile at
the beginning of in the U. Shorter turns would mean that pilots, flight attendants, baggage handlers,
maintenance staff, and other personnel could be much more productive, and still in compliance with safety
regulations. In each instance, the established companies struggled, often in vain, to rationalize operations and
still deliver products and services to satisfy customer desires, defend their market positions, and reestablish
profitability. Any industry that undertakes such change faces the fear that not only will revenue premiums be
lost, but costs will not fall commensurately. At this point, the outlook for the industry is highly uncertain.
Even though traditional airlines have attracted a richer business mix than the low-cost carriers, they still stand
to lose 25 to 35 percent price realization in those markets. Large carriers must seriously consider three critical
elements when restructuring the hub-and-spoke model and eliminating complexity from their business model.
Digital Strategy at Southwest Southwest was an internet-ready firm long before the internet. A few months
later, it began offering customers the ability to quickly purchase ticketless flights. The risk of inaction is much
greater than the risk of change. In , when the web was still in its infancy, Southwest was the first airline to
launch a site. When the economy and their performance improved, the airlines largely ignored the threat posed
by the lower-cost format. Moreover the employees were selected by the peers which meant accountability and
responsibility towards the airlines. The trade-off between efficient operations and connectivity has to be
evaluated carefully, however. Staff with laptops offer passengers the capability to check in anywhere at the
airport. At home, it competes against more than six carriers.


