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Introduction
Just recently, on December 17, 2003, the world celebrated a hundred years of flight to honor the Wright Brothers’ first controlled, powered, heavier-than-air human flight at Kitty Hawk, NC. Only about five decades later, after World War Two had drawn to an end, civil aviation cut its teeth and started to become a reliable, viable and convenient means of mass transportation on a global scale. However, in the pioneering years of commercial aviation, scheduled air services were mostly inexistent and customers had to charter their flights on a personal level. This changed after World War One. Thousands of ex-military pilots were released on the civil market and fundamental improvements of the available aircraft slowly altered the public’s perception of civil aviation from adventure to convenience. Nevertheless, at this time airships were still thought to be the future of civil aviation.

Another World War had to occur to boost aviation technologies which in turn created new possibilities for the airline business. The introduction of pressurized cabins and jet propulsion allowed to carry more passengers per flight over longer distances in shorter time. Additionally, increasing standardization in terms of aircraft and the airports’ ground equipment were a vital premise for the birth of an airline concept that is today known as the LCC-approach (Low Cost Carrier). Originally developed in the US, this new business model soon claimed its stake in the European airline market, especially after the deregulation of the European market, where “a three-step airline liberalisation process awarded carriers the flexibility to operate along every route of economic interest and connect any city pair within the Union’s boundaries.” (Jarach, 2005, p. 33)
Today easyJet leads the European LCC-market together with Ryanair. This paper now wants to take a closer look at the LCC-approach itself, its differences to the traditional airlines and in particular at the question how easyJet uses this approach to position itself advantageously in the LCC-market. Risks and opportunities will be assessed and suggestions will me made how to plan easyJet’s future business model with special regard to the possible extension of its European activities to a more global scale.
I/ EasyJet: A general Overview
EasyJet is a young low cost airline company. It was founded in 1995 by Sir Stelios Haji-Ioannou
. This entrepreneur, originally from Athens, continued his studies at the London school of economics. Stelios started his career very young helping his father with his shipping company. Nowadays, he is a prominent business man in the UK and his net worth is evaluated at 1.29 billion pounds
. Sir Stelios Haji-Ioannou’s best business’ strategy was to start up an airline company with a precise different concept. He created easyJet Airline Company Limited. 
EasyJet based at London Luton Airport is one of the first and largest low-fare airlines in Europe. It operates with domestic and international flights over eighty European cities. The company is licensed to transports passengers, cargo and mails. 
The company mission statement as cited in their website is the following:  “To provide our customers with safe, good value, point-to-point air services. To effect and to offer a consistent and reliable product and fares appealing to leisure and business markets on a range of European routes. To achieve this we will develop our people and establish lasting relationships with our suppliers”.
EasyJet has an “informal company culture with a very flat management structure” with the purpose of avoiding, what the low fare group calls “wasteful layers of management”. Indeed, easyJet‘s principles are to keep every procedure as simple as possible.
The specific concept of easyJet is to reduce most of the unnecessary and non elementary costs of their product in order to offer it to their customers at the lowest price in the market. Indeed, the company targets a particular customer, who does not require any luxury amenities but only needs to be transported from one point to the other. 

EasyJet was able to become one of the more competitive low-cost airlines through the following strategy: 

· Use of the internet to reduce distribution costs 
· Maximize the utilization of the substantial assets 

· Ticketless
· No free lunch 

· Efficient use of airports 

· Paperless operations 

In 1998, the company was one of the first ones to avoid the use of intermediaries such as travel agencies to distribute their product. Initially, booking was done by telephone, but now, with the internet expansion, Easyjet is able to reach the big majority of its customers thought the net.  This intelligent initiative shows how the company’s directors were able to predict and adapt the new tendencies of the global world.
Another technique used by the company is to maximize the utilization of each aircraft and every single airport in order to reduce the unit cost. These days, their fleet size extends to over 137 aircrafts. 107 units are Airbus A319-100 and 30 units are Boeing 737-700. The actual strategy is to operate only with a single type of modern aircraft. In consequence, easyJet is selling their Boeings to other low cost airlines such as the Brazilian company Gol. According to Wikipedia, “on Thursday 21 June 2007, easyJet announced the ordering of 35 Airbus A319 aircraft, bringing the total fleet of aircraft when all delivered to 256”
.
Easyjet has been able to take advantage of technology progresses and apply them to their own strategic benefit. The low fare UK’s company has been able to eliminate the expenses of issuing, distributing, processing and reconciling of material tickets. Today every stage of the process is electronically done. In the same line of thoughts, the company not only uses technology to facilitate procedures related to consumers but also operations within and between their enterprises. According to the easyJet website, “the management and administration of the company is undertaken entirely on IT systems which can be accessed through secure servers from anywhere in the world enabling huge flexibility in the running of the airline”.
The expansion strategy of easyJet is growing uphill. The number of passengers is constantly rising. According to Wikipedia, easyJet has declared the following numbers of passengers in the last eight years:  

· Year ended 30 September 2006: 32,953,287 

· Year ended 30 September 2005: 29,557,640 

· Year ended 30 September 2004: 24,343,649 

· Year ended 30 September 2003: 20,332,973 

· Year ended 30 September 2002: 11,400,000 

· Year ended 30 September 2001: 7,100,000 

· Year ended 30 September 2000: 5,600,000 

· Year ended 30 September 1999: 3,100,001 

One of easyJet’s recent strategy movements is to promote environment protection. The company calls this campaign “Fly greener”.  This step shows the flexibility and openness of easyJet. The organization is able to adapt and support the current trends of the global market. EasyJet declares to be “committed to minimise (their) environmental impact, both in the air and on the ground”. The company’s website shows the caracteristics of this campaing as following:
· easyJet high efficiency = low emissions = low fares
· Our new aircraft + full aircraft = less carbon than traditional airlines
· Average aircraft age is 2.2 years
· Our planes are 85% full
· Traditional airlines emit 27% more carbon per passenger km (easyJet website). “Fly greener” is as well a marketing strategy towards its consumers who will feel identified with the image that the company is trying to sell. In the same line of thoughts, since 2004, easyJet supports charity through their policy of “charity of the year”. Every year they work in collaboration with a different organization to promote assistance for particular causes. 

IATA & easyJet
As we have discussed in class, Globalization does not fairly function without the establishment of certain policies. According to the Nobel prize economist, Stiglitzs, “The aim is to find the best structure to regulate markets”. 
The International Air Transport Association is the global trade organization which regulates the air transport industry. The organization is constituted by 240 airlines members that represent 94% of international schedule traffic. According to IATA’s Web site their current “mission is to represent, lead and serve the airline industry for the benefit of all parties involved”.  They take in consideration the different actors that interact in the industry; such as consumers, passengers, airlines, cargo agents, government, industry suppliers and providers. 

Even though easyJet is one of the major low cost airlines nowadays; the company is not a member of IATA. For such low cost airline it is not an advantage to belong to the global association. The reason is because easyJet’s goals, for instance to offer the best price in the market to its consumers differs with IATA’s general requisites and standards. 
Not always regulating markets brings positive contributions to independent companies. As an example, on September the 20th, the European Court of Justice came with a new legislation that obligates airlines to pay compensation to their travelers when flights get delayed or cancelled.  According to EUbusiness, easyJet said that the compensation rules were “disproportionate”. EasyJet Marketing director Phillipe Vignon declared that "a business class passenger is entitled to 250 euros, which seems more relevant than someone on our Geneva-Nice flight who will have paid 55 euros" (EUbusiness). For a low fare company, such as easyJet, it is impossible to afford this kind of rules.
Whether globalization is a threat or an opportunity for everyone; and whether or not markets should be regulated by certain organizations remains a strong and controversial debate. 

II/ Comparison

A/Low cost airlines versus traditional airlines : what are the real differences?

A low cost airline is an airline that offers a low range of service. These discount airlines offers generally low fares in exchange for eliminating many traditional pasengers services.

The differences between a discount airline and a traditional one are numerous and concern different fields. 
There is no denying that we all know by experience that a flight on a discount airline is far different from the old way to travel on the traditional airlines. There is more to this statement than meets the eye. The whole argument boils down to one main question. What are the main differences in their operation strategies?
Low cost carriers could be defined as airlines wich operate on relatively short distances in a certain region without offering additional services. Why are they successfull? The success of this new kind of airline comes from two main reasons. The first one is that by offering cheap tickest, they increase and stimulate the demand of air travel. Then a vertous circle plays its role and the demand allows the airlines to offer very low rates. The second reason comes from the fact that discount airlines usually pay for the available seat kilometer half the price than the traditional airlines. 

The strategy 
· It usually happens that they do the same flights during the same day. Therefore no additional staff training is needed for other routes, there are no additional cost for staff accomodation.

· Then discount airlines carry out point-to-point flights.Consequently there are no cost for luggage administration and direction to connecting flights. Traditional airlines offer a “so called” hub and spoke which facilitates the connecting flights but this is more costly for the ailines. 

· Due to the routine the time between landing and the next start is minimized : fast turnaround times allowing maximum utilization of aircraft.

The service 
· Services on board are either reduced to zero or very expensive. No food, No drinks, No inflight magazines, No club lounges.
· They put the emphasis on direct sales of tickets, especially over the internet, avoiding fees and commissions paid to travel agents and computer reservation systems.

· They encourage the use of electronic tickets: ticket less travel.
The aircraft 
· The discount airlines usually own aircrafts form the newest generations that permits them to reduce their consumption in fuel and facilitate the repair process.

· And concerning the aircraft the no frills airlines usually use the same type of aircraft which make the maintenance much less costly (commonly the Airbus A320 or Boeing 737).
· Concerning the kerosene, it represents a great fraction of the total costs.
· Fraction of kerosene on the total costs of the airlines in 2004 : easy Jet 14,9%, Ryanair 34,7%, Lufthansa 10,2%, British Airways 12,9%.

The demand
· The high demand allows a high capacity use.

The employees
The employees are usually working in multiple roles, for instance flight attendants are also in charge of the cleaning of the aircraft or working as gate agents which limit the personel costs. They are not divided in labour parties. Personal costs are low and the amount of passengers transported per airline employee is high: 10,000 for Ryanair and 6,200 for Easy Jet in 2005.

Source (1)
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On some routes, low costs have become very competitive. Approximatively two years after the entry of a low cost carrier the growt average is about 10,5%. Still there is some evidence of saturation carrier on some routes after 5/10 years. Then on some routes the low costs have become the major operators. For many destinations, easy Jet offers better frenquencies than Bristish Airways. This represents a real asset for the low cost easy Jet admitting that better frequencies mean more business travellers that are a great proportion of passengers.
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Source (3)

Traditionally, airlines design their fares in order to charge each passenger as much as their are willing to pay, which can be realise by letting the passenger choose between a myriad of parameters :
· different degrees of flexibility; 

· different degrees of service;

· a way and return ticket is usually much cheaper than a one way flight;

· distribution channel.

Low cost airlines have an easier and more flexible system of fares:
· first come, first served;

· passengers get cheaper fares by booking earlier;

· fares result to the variations of demand;

· no special conditions such as, “you can get a discount if you stay until…”;
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· A higher seating density and the absence of business class reduce the costs per seats by 16%.

· The aircraft utilisation is higher, Easy Jet aircrafts are in the air 11 hours per day, while British Airways equivalent aircratfs only 8 hours a day.

· Costs per seat are 52% lower.

· The low costs airlines have fewer empty seats so a higher load factor, and the cost per passenger revenue kilometer are lower.

Source (5) 

All the sources mentioned above are referred from: http://www.icea.co.uk/archive/low%20cost%20strategy%20040405.ppt 
B/ EasyJet’s business strategy compared to other LCCs with special regard to Ryanair

Today, Dallas’ Southwest Airlines is widely regarded as the archetype of all those airlines that can be counted among the so called Low-Cost Carriers (LCC) or Low-Cost Airlines. The main characteristics of Southwest Airlines’ business model, e.g. low fares; high frequency flights; point to point service; no free meals or drinks on board; no seat assignment; short flights; and flights to secondary airports can be found to a greater or lesser extend in all LCCs’ business plans. (Strategic Direction 2006) However, as the market for LCCs evolved, especially with the EU’s deregulation of the air industry in the late 1990’s, LCCs soon had to realize that a focus on cost leadership alone could not be the answer to the more and more intensifying competition – even if it was the original idea of the LCC-concept. Per definition, in each market there can be only one cost leader, which implies that all other LCCs have somehow to differentiate in order to attract business although they do not offer the lowest fares. Of course, non cost leaders can position themselves as price leaders for a specific period of time. Nevertheless, this approach cannot be regarded as a long-term strategy as it is mostly restricted by limited profitability and/or institutional regulators (dumping). As a consequence, many LCCs find themselves today in the second field of Porter’s generic strategies: differentiation. (Grant, 2005, pp.242-3) In the following we will now have a closer look into how easyJet differs from other LCCs, especially from its main competitor Ryanair, and to what extend these differences can be regarded as an asset or obstacle to its competitiveness.

EasyJet and Ryanair both claim to be the number one LCC in Europe. And depending on the point of view, both of them are right. Ryanair is unmatched in terms of destinations and number of passengers. Additionally, it managed to slightly undercut easyJet in 2006, regarding their fleet age which is now 2.4 years, thanks to the retirement of old Boeing 737-200 models which were replaced by all new -800 models. (Ryanair Annual Report & Financial Statements, 2006, p.23) However, in the same year, easyJet generated a higher turnover (not to be confused with revenues, where Ryanair excels again). That said, where do these differences stem from? First of all, the two airlines target different markets. Ryanair concentrates almost only on leisure travellers, whereas easyJet focuses also on business travellers. As a consequence, easyJet serves more central, better known airports than Ryanair, e.g. Paris Charles de Gaulle, Nice, Munich or Amsterdam Schiphol. Ryanair cuts costs using only secondary airports. But although this may in turn lead to comparably cheaper fares per km because of lower airport taxes, Ryanair passengers have yet to add the costs of getting to or away from these remote airports, as they tend to be far away from the cities they claim to serve. Frankfurt-Hahn Airport, a former US military air base, is for example still 140km away from the centre of Germany’s financial capital. EasyJet on the other hand claimed in 2005 that one third of the EU would live within one hour of an easyJet airport. (easyJet 2005 Interim Results, 2005, p.13) This difference in the choice of airports is a first hint towards the fact that Ryanair is by far closer to Southwest Airline’s original LCC approach of cost leadership than easyJet.

Another aspect in which easyJet deviates from that approach is their fleet composition. From the outset, following a low cost strategy, it would be logical to rely on one single type of aircraft. This is feasible as LCCs normally serve only short- to medium-haul routes; consequently there is no need for aircraft of different sizes. Long-haul routes are not suitable to be run by LCCs as they usually include the passing of different time zones which drastically limits the number of possible flights per aircraft and day. However, long-haul routes may become more interesting to LCCs with the arrival of Airbus’ new A380 model. EasyJet now uses two different airframes from two different companies: the Airbus 319 and the Boeing 737. Ryanair again sticks to the original LCC approach and shops only in Seattle for the world’s most popular airliner – the 737. While the use of one single type of aircraft translates into cost savings because of reduced maintenance and crew training costs, it can on the other hand be argued that easyJet retains more bargaining power towards Airbus and Boeing as it is more flexile to switch from one to the other supplier when new aircraft are to be ordered. Ryanair on the contrary would find it more difficult to integrate Airbus jets into a pure Boeing fleet.

In any case, figures show that although easyJet has lower operational costs, its operating margins are lower than that of Ryanair, due to the discussed differences in their fleets and airports served. (Swot Analysis of easyJet, 2007, p.7)

But it is not only the hardware that distinguishes easyJet from other LCCs. When Stelios Haji-Ioannou decided to launch easyJet in 1995, he was not only inspired by the Southwest Airlines approach, but also by Richard Branson, founder of Virgin. Just like him, Stelios developed a very proactive marketing approach, appearing in the press and participating in advertising campaigns or collecting direct passenger feedback on his flights. (ICFAI 2003) Three years after the birth of easyJet, Stelios founded the easyGroup that united totally different businesses under one global brand, just like Branson did it with Virgin. Today there are such ventures as easyBus, easyPizza or easyCruise. All of them share easyGroup’s orange corporate identity with the final goal to support each individual brand through positive spill over effects – of which easyJet is of course by far the biggest contributor. However, easyJet has a very special position within the easyGroup. While the company was floated in 2000, the brand name is still owned by Stelios and licensed to the airline. Two main implications arise: If easyJet should ever be taken over by another company, it does not come automatically with the right to use the name easyJet, which surely limits its value to the new owner. Second, if any other mentioned “easy-business” will ever suffer from bad PR, easyJet cannot do anything about it, but will be affected by negative publicity because of its brand name. (Swot Analysis of easyJet, 2007, p.9)

It was already suggested that more and more LCCs can be witnessed to pursue a more or less distinctive differentiation strategy that puts them somewhere between Southwest Airlines’ original LCC approach and the previous “all inclusive” business model of the big network carriers. EasyJet can be regarded as one of them. It does not only offer connections to primary airports as seen above, but it has also developed a number of services that can be purchased by the passenger in addition to his or her flight. Like that, the easyJet flight can be customized from a totally “no-frills” flight to a full-service package. This does not only include beverages and snacks, which can be purchased on the flights of many LCCs, but also more unique features like the so called “speedy boarding” option, that was introduced by easyJet in 2006. If a passenger buys a speedy boarding ticket (7 to 11 EUR surcharge), he or she is entitled to board the aircraft before those passengers who have only obtained a regular ticket. That way, the first who enter the aircraft can for example choose seats with extra legroom (e.g. at the exits) or a position to get off the aircraft first, which can be of interest for business travellers. EasyJet lounges are meant for the same clientele and offer services like drinks, snacks, newspapers and internet for a fee of £14 and above. And to keep it in a business-like atmosphere, shorts, jerseys and baseball caps are not allowed. (Spiegel Online 2005) Last not least easyJet offers also an in-flight lottery where passengers can win money or items from the easyJet boutique. All these additional services help easyJet to draw a line between them and other LCCs like Ryanair which stick closer to the original Southwest Airlines approach. And, in addition to the potential differentiation gains, these services are of course also ancillary sources of revenue.

As it was already argued in the course of this paper, the LCC approach would not be manageable without an easy to access and to use booking system that allows connecting the customers directly with easyJet with no costly detour via travel agencies etc. To do so, the internet is a perfect communication platform. In September 2007, already 84 million European households had broadband internet access available, a 16% increase in six months. (DSL-News 2007) Consequently, a well done website can be of tremendous value as more and more potential customers gain internet access and often find www.easyjet.com to be their first “face to face” encounter with the carrier. And already at first sight, easyJet’s website looks indeed better organized and even more globalized than those of its competitors. The menu is straightforward and easy to follow with no animated multi-color ads that distract the customers view like e.g. on the Ryanair website. And also the number of available languages surpasses the offer of the main competitor from Ireland. Whereas easyJet provides 18 languages, from Castellan to Turkish, Ryanair can only serve to 9 different tongues. As a result, easyJet won the 2006 TravelMole competition in the category “Best Airline Website”.

But easyJet does not only hope for its customers to stumble across its website when they are actively looking for a specific flight. In fact, the airline has just recently teamed up with quasi operating system monopolist Microsoft to get a constant grasp of its customers, whatever their current purchase intention might be. The result is a Windows Vista compatible gadget that – once installed on the computer – supplies the user with information from the airline’s website. Furthermore, it can be connected to MS Outlook, allowing for time and booking management. (Goliath 2007) Because of this cooperation, easyJet enjoys, at least for the moment, an advantage over its competitors that don’t offer this technology yet.

That said, it becomes evident that in the striving for competitiveness (from a marketing based point of view) companies that serve absolutely different markets (computer vs. transportation) can achieve considerable synergies, which – if valued by the customer – can turn into decisive selling propositions. If these companies now come from different parts of the world, globalization shows again another trait of its impact on business around the world.

III. Global strategy

– Risks and opportunities –
When examining easyJet’s future market opportunities first we have to distinguish its possible short-time purposes from its long-term goals. 

Thanks to the liberalization of the European airline market in 1997 the conditions to set up low cost carriers (LCC) became easier. At that time started operating the originally London based airline company, easyJet side by side with another UK low fare carrier, Ryanair. EasyJet was founded with £5 million family loan and 20 staff members and in 10 years it has managed to become Europe’s leading LCC with several localizations all over the continent due to its successful management and the talent of Sir Stelios, the parent of the company. EasyJet now operates 289 routes from 79 airports, connects 36 cities and has 17 main bases.
 It has many localizations in the European Union, like in Switzerland, Latvia, and in Turkey and Morocco.
What are the main points of easyJet’s strategy that has made the company a leading and innovative multinational firm and resulted in many prizes and acknowledgement to its owner? 
We have 6 six key foundations:

Strong branding: easyJet has invested a lot in PR and advertising. Sir Stelios always features as a „green” business man who cares about environment, which has given him a sympathetic image in the public awareness.

Pricing and revenue management: The airline follows a one-way, time- dependent pricing with only online reser​vations.

Lower unit cost due to its character of LCC (ticket-less travel, Internet booking, usage of secondary airports, no commission for travel agents, no seat alloca​tion or connecting flights, and «no frills» such as in-flight catering – customers pay extra for what they require, no business class and lounges)

Network strategy: it follows a point-to-point route connection and grows by joining dots. It uses smaller airports within cities unlike Ryanair. 
Informal company culture and flat management strategy to eliminate autocracy and much paper work. 

Commitment to customer service: easyJet’s philosophy is „Low cost with care and convenience”. Another outstanding point is the lack of weight restrictions to hand luggage unlike in case of traditional airlines.

Today easyJet is considered to be the leading LCC of Europe hand in hand with Ryanair. The profit margins of the company are increasing continuously (profit after tax in 2006 increased by 59.4% over 2005, basic earnings per share in​creased by 56.8%)
. The airline seems to be positioned very well, with experts predicting strong growth in the low cost-sector. With regard to its activity, it depends on numerous kinds of legislation, and is in connection with the country where the company is working. During the last decade, and since the opening of the air transport market in Europe, the Union is trying to harmonize the legislation in a single European way with the aim of improving the security and making the competition easier.

The European Union has created a package of flight transport laws which is in common in all the countries. The package contains:

· Social laws: harmonization and recognition of the responsability of the personnel, with specific social rules for workers.

· Passenger’s rights: harmonization and recognition of passenger’s rights for indemnities, for company knowledge, and for passenger’s assistance.

· Environment law:  reduction of noise pollution, quota of air pollution.

· Flight security: harmonization in order to improve the security in airports and in flights

A strongly criticized company

We can admit that LCCs are now in good and relatively safe position as customer demand is growing. Demand for low cost air services was up 9% in the last quarter of 2006 and the number of LCC flights in​creased by 18%. In a single decade, low-cost carriers have transformed the European aviation scene beyond re​cognition. The UK is the largest and most mature market for low cost carriers in Europe, followed by Germany and Spain, which is now seeing the fastest growth. The main advantage of these companies and the key of their success is the ability to get passengers of lower wages closer to the flying experience from which they couldn’t benefit before. However the LCCs are often accused of some problems like the lack of employee morale or of misleading advertisements, resulting in low cre​dibility & image. 

In December 2006, the company was condemned by a French court to have employed French workers in France with an English contract. The company has been sued by French unions and condemned for illegal work. Above all a negative public opinion started forming against the company that was considered at that time as an LCC that have sill to adapt itself to the local population, as well as to that of other countries (ex: Morocco workers were employed with a local contract, and not with an English one). However to remain competitive and to be able to sustain a positive public awareness in connection with its activity, esayJet, in spite of its international profile, always has to respect the work law and rules that stay specific in each country.

EasyJet was also strongly criticized in Germany. They did not follow the EU-law 261/2004 about cancellation of flights. In the case of cancellation, passengers had the right to be repaid or change to another flight within one week. The situation did not improve and it happened again in 2006. The company had difficulties in reimbursing the ticket in a short period of time. Customers ended up waiting so long in the queue and may choose another airline in a future trip. 
Why it is important to manage well consumer opinion? What are the risks and critics easyJet has to pay attention? In what way has the LCC managed these issues so far?

The firm is competing with many other low cost carriers, and a quasi-saturated market. Since the 90s, it has been facing numerous critics:
Cancellation

To be able to survive in a completely saturated business, Easyjet needs to develop and concrete its own comparative advantage. Take Ryanair as a comparison, in the year 2006, average punctuality for easyJet is consistently lower than that of Ryanair. That means that the flights of easyJet do not always arrive at their scheduled time. If the flights cannot arrive on time, people may choose another airline company for their second trip. This not only affects the profit of easyJet, but also its reputation in the long term.

Security

The security of the company has been criticized because of using second hand planes, which were supposed to be less secure.  After 09/11, a lot of airline companies were accused of not having enough security, especially low cost firms. Recurrent critics made easyJet conform itself to higher security norms like other companies had done.  In order to improve security on board easyJet bought new planes, and has now one of the youngest parks of planes in the world: 2,2 years old in average.  As a result easyJet has become a secure LCC just like other standard ones, and also managed to increase popularity.

Tax liability and oil price fluctuation

As easyJet chooses to start its flights from the biggest European airports, it chooses to pay a large amount of taxes while most of its competitors are using secondary airport (Paris Orly for Easyjet vs Le Bourget for Ryanair). This choice has for main consequence to reduce the merges. EasyJet is also more dependent to fuel price variations than its competitors because of the limited fuel hedging policy. EasyJet has to be very careful in this situation: it has to avoid the removing of its actual leadership position by one of its competitors.

Environment

EasyJet faced critics about environment:  it is a fact that planes product more CO2 than trains, and as tickets are becoming cheaper the more people are encouraged to chose plane over trains. Even if this is a general problem touching every airline company, easyJet has developed a program for helping the environment, within the confines of an agreement with the UNO. EasyJet is not just giving funds on environment protection, but it is searching to develop an airplane which would be more environment friendly. The LCC has started a PR campaign to communicate its environmental actions.
Legislation

EasyJet has explored non-European countries and now is present outside of the European Union too: it works now in Switzerland, Morocco, Turkey, Estonia and Latvia too. It sometimes seems hard for the company to adapt itself to national standards, in such countries like Switzerland:  the legislation is quite different, and the company has to employ Swiss people i.e. find competent Swiss workers and to pay them at Swiss wages.

Country risks

The non-European destinations of easyJet are in “quasi-developed” countries which are part of the most attractive EMCs of the world: Morocco (28°) and Turkey (10°) according to AT Kearney. Since these countries aren’t stable politically easyJet is taking risks in investing in such countries. None of them are referred in the first 20 globalized countries or in the first 20 countries of the corruption perception index in 2005. However we should admit that the risks taken by easyJet aren’t that high: in fact, the company is investing in one of the most developed and secured places of Africa (Morocco), and in ex-USSR countries like Romania. Moreover these places are becoming more and more attractive to passengers. As an example, the Marrakech airport has known a growth of 24% in passenger’s number between 2005 and 2006. So, easyJet has taken new destinations with the best ratio of potential passengers over country risks, which means that the company will also face new competitors: charters. 

Competition with other LCCs

EasyJet is also becoming the most important company in terms of passenger’s numbers and lines number in such airport as Geneva (where 32% of passengers were using an easyJet flight in 2006). Such a position is quite surprising for a low cost company: it means that more and more passengers are interested in low cost tickets, but also that companies for business purposes use this type of company too: 40% of easyJet passengers are travelling for business. However it has already turned clear that other LCCs are also likely to develop their potentials in the same way:  for a Paris -Genève, you have the choice between five companies, including two low cost. That means that nowadays easyJet has to compete with other low cost companies and no longer with standard companies. And low cost companies are numerous: more than 60 in Europe.

IV/ What’s next? What are the future predictable trends?

– Short term purposes and long term goals – 
Given the saturated market and the shortage of other options in the UK, LCC competition is likely to intensify. That is why easyJet should focus on new possibilities and need to choose an available (diversifying or expanding) strategy, explore new regions of Europe in the next few years and open new centers worldwide in the long term.

What should easyJet and other LCCs consider in connection with their future so that they can remain competitive?

· Expansion vs. diversification: providing complementary services or setting up new localizations?

· How should they grow and expand their operations without affecting their operating margins?
· Europe vs. other continents?

· Target audience: business/leisure trips/both?

· Which are the most lucrative geographical markets and niche segments that they must focus on?
· Alliance with other companies or alone?

· Fuel price fluctuation

· Supply uncertainty: dependence on only two aircraft suppliers (Airbus and Boeing in case of easyJet)

In spite of the fact that easyJet has taken low risks compared with the potential of the airline market, a limited strategy, and the lack of having well defined long-term goals may have a bad impact in the future, as well as the market saturation. That is why easyJet has to focus on new ways to be able to improve its profitability further on.
What the company should do to keep the original and attract new customers, to be more competitive both in the original and low cost airline sector, and to have a better information flow and logistics management?
We just have seen that easyJet face a lot of opportunities and risks at the same time. To be further successful and share a bigger slice from globalization, we suggest the following actions to be taken by EasyJet.

Global strategy, EU expansion, new destinations

It needs to work out a global strategy that includes all the questions mentioned above for the coming years. According to Welt am Sonntag some European low fare carriers intend to form an alliance in order to launch their own electronic place-ordering system and to combat more efficiently against tax increases.
 

For the short term easyJet’s main opportunity lies in the EU enlarging: new member states represent a new and relatively cheap market for expansion. Central and Eastern Europe could be a key growth area for LCCs. 

We should also mention the Middle East war and its consequences on passenger air travel: an increased number of people is immigrating from those dangerous areas to Europe.

EasyJet can make use of the withdrawal of traditional airlines from less traffic-intense routes during the next few years and hereby can expand its activities to other regions.

Merge or acquire other low cost airline companies

To be more competitive against standard airlines like British Airways and Air France, or low cost carriers like Ryanair and Air Berlin, easyJet has no choice but to keep expanding its airline business. One of the best ways to gain sufficient market share to survive or keep sustainable growth is to carry out mergers or acquisitions. There are more than 60 low cost airlines nowadays, and we can state that not all of them are making good profit nor having a bright future. To ease competition, easyJet can target some other low cost airline companies for M&A. This may take years and the result may not be significant, but it is worth trying for. For example, easyJet planned to merge with Virgin airline so as to develop some new routes around the world. Those are longer journey, and will be discussed in the following point. 

Develop long distance journey

We are living in a globalized world. Millions and millions of people are looking for the cheapest and easiest way to travel to the other side of the world. This gives a huge profit potential for the airline companies. Currently, easyJet is only available European countries, in Africa (only in Morocco) and Turkey. It still have not explored the other side of the world like America and the Asian countries. To develop long distance journeies, Easyjet may choose to acquire other companies’ routes, or start its own new routes. And of course, careful risk management is needed to be considered. 

Brand name in other business sector

EasyJet also provides several complementary services to raise its revenues, like easyJet lounges, car rental, insurance and easyJet desk top gadget which is the result of a technological innovation between the firm and Microsoft. The project intends to develop Windows Vista and helps customers to personalize their fleet on their computer even at home. Starting 14 December 2004, the LCC and Hotelopia, a subsidiary of First Choice Holidays, launched another sorte of sevice, the co-branded easyJetHotels accommodation booking service. This service allows customers not only booking the air ticket, but at the same time the hostel where they will stay. This is very convenient to the customers. For another example, let’s consider the case of Virgin airline. Virgin airline is not only focusing on the airline industry they are professional in, but they also participate in other business sectors like beverage, and finance related products as well as luxury goods.
As the European market is getting saturated a long term goal should be the discovery of the non-European developing countries such as the Near and the Far East, Russia and Africa. 

With the splendid goodwill that easyJet has, there is no doubt that easyJet will be able to explore different business sector with an easier start. 
Conclusion
Finally what can we state concerning easyJet’s history and its relation to globalization?
EasyJet has been able to adapt to our ever changing world, the company was capable to realize the importance of diversity, of comparative advantage, and of continuous expansion, etc. It has recognized that the only possibility to survive lies in the adaptation to globalization. Saying in another way: it has managed to find the key to success notably being aware of the expectations of the 21st century. Let’s take for example Milton Friedman’s opinion about the new challenge:
“As the world goes flat, and the dynamics of collaboration and exchanges gets stronger and stronger, the gap between cultures that have the will, the way and the focus to adopt and adapt this dynamics and those that do not will matter more.”
What role is easyJet playing on this globalization scene? Yes, it serves the world go flat, it contributes to the dynamics of collaboration already by its core activity notably taking people to distant places in a fast and cheap way. By offering cheap tickets easyJet enables people to take part in the movement, to become international both in a private as well as in a business approach. 
Besides easyJet’s original goals mentioned in its mission statement the company also takes into account other ways of satisfying its clients, considered as the most important part of the company, by offering a big variety of complementary services and doesn’t forget about environment. They keep taking all the necessary steps to have an advantage over their competitors. Here is the other evidence of easyJet’s globalized character.   
Today’s successful person cannot afford to avoid openness, to stay in his own environment, which now offers limited possibilities to remain competitive. We have to broaden our horizons, explore new fields and gain experience. And easyJet can help us change and get ready to the new challenge in a simple and flexible way.
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Entry spurs an increase in demand (often one-off)





Time of entry of lower cost carrier

Data is for passengers on routes to London. Source: CAA airline/airport statistics



Given the low cost airline sector in Europe is quite new, it's hard to draw long term conclusions about the impact it has on the market. But, looking at UK routes, the trend seems to be a one-off boost to demand over a couple of years after the entry of a lower cost carrier; after this, growth appears to go back to normal. 
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Book in advance for cheap seats

		The basic principle is that the cheapest seats are sold first - but the approaches to yield management do vary between the airlines:

		easyJet - almost entirely first-come, first-served, with few special offers or sales

		Ryanair - frequent “free”, “half price” or “99p” seat sales



 

Prices for peak, shoulder and off peak flights, by advance booking period
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