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Executive Summary

The European airline industry continues to be one of the most competitive industries in Europe.  Liberalisation dating from the early 1990’s has dramatically altered the competitive landscape and facilitated the emergence and growth of the budget sector.  The case study (name)indicated that Ryanair proved to have a pioneering role in this development.

The purpose of this report is to perform an analysis of the European airline industry and to examine Ryanair’s competitive position within this environment.  

To facilitate this discussion empirical evidence is drawn from the case-study (name) to illustrate Ryanair’s status and implications? of the sustainability of its low-cost strategy.  Secondary research by contemporary theorists will  provide critical accounts of Ryanair’s strategic capability as well as provide insight into developing future strategies.

Put the two paragraphs above together to form a thesis statement.
Convergence
 between Full Cost Carriers
 and Low Cost Carriers
 has fast become part of the industry, previously characterised by national carriers.  This has been driven mainly by deregulation and advances in technology.  These factors will be explored in addition to other industry events in early 2004. use of this point unclear – if you are mentioning this in the introduction you are saying that convergence between FCC and LCC ids a major element of this assignment. In this part of the introduction you need to state what the main sections of the assignment are and how they will lead you to make the recommendation below.
This report recommends Ryanair use their first profit warning as an early indicator that their existing low-cost Porterian strategy must be revised in line with their new hyper-competitive arena.  Repositioning the organisation using Bowman’s Hybrid strategy, supported with continuous environmental scanning, effective HR and beneficial stakeholder relationships will enable Ryanair capitalise on new market opportunities.

Very focused recommendation
1A. Industry Analysis

A PESTEL framework was used to identify how environmental trends have and could impact on Ryanair in the future.
 ( why this framework?)  Key drivers of change could then be identified. 

Political

In 1997, EU deregulation allowed EU-based airlines to freely operate within the 15-nation bloc.  A liberalised agreement between Ireland and UK led to the subsequent fragmentation of European airspace.   

Liberalisation deserves greater attention
EU competition law no longer provided state-aid to carriers.
  The EC
  decision regarding Charleroi 
 meant Ryanair had to repay state-aid granted by the regional government.
  

Charleroi would seem to deserve greater attention…?
Ryanair as an Irish carrier is also subject to Irish governmental rules and regulations. The three Irish regulators are the DOT, the IAA and the JAA. 
 effects of these…..?
Taxation policy, foreign trade regulations, social welfare policies, and corporate tax, also impact on airlines.  The budget airline-lobbying group ELFAA aims to influence these decisions. Unclear effects on Ryanair
The sense here is that you’re going through the motions of a theoretical framework without pin-pointing specific and strategically significant political factors in the macro environment

Economic

The airline industry has experienced a recent economic downturn.
  At the end of 2001 passenger traffic fell by 40%, reflecting a major loss of public confidence.   Capacity reductions, route cuts and job losses became necessary.  Conversely, the budget sector grew by over 7% coupled with a 46% rise in share prices.
   

Competition was intense and overcapacity led to a decline in average ticket prices.
  

LCC’s enjoyed protection from business cycles, demand switching from premium services to low-cost.
  In general, all air-transport is sensitive to both cyclical and seasonal changes.
  

Airlines require significant capital expenditure and are susceptible to risks concerning exchange rates, interest rates, credit, liquidity and commodity prices.  Risks can be mitigated by managing monetary rates and jet fuel positions.

Income elasticity of demand for air transport is high.  Low prices seem to encourage passengers who otherwise would have taken the cheaper option of going by road, rail or not at all.
  Research (cite) also shows that air traffic increases when new LCC’s enter the market.
  

Link to Ryanair more specifically
Socio-Cultural (unclear here)
LCC’s were capturing business from FCC’s, charter airlines and car ferries, consequently changing customer attitudes.  The perceived convenience of charters was abandoned in favour of budget carriers.  Demand for LCC’s rose through sales promotions and heavy discounting cannibalising revenue from traditional FCC’s.  In addition, Ryanair’s occasional free-seat promotions positively affected customer perception while increasing ancillary revenue.

Conversely, customer opinion towards air travel was lowered due to increased travel time arising from improved security measures post 9/11. 

Technological

Technological developments affected airline’s choices of fleet and maintenance.  The Internet increased customer and process efficiencies.  Conversely it also presented additional risk factors in a rapidly changing environment.  Technology facilitated Ryanair in offering enhanced ancillary services.
 Develop …
Environmental

Environmental protection laws regarding energy consumption, emission, noise and petrol shaped the airline business and required monitoring.
  A ‘climate protection charge’,
 particularly affected LCC’s due to short-haul flights.

Demand for passenger and cargo traffic was influenced by unexpected oil crises, epidemics, natural and environmental disasters.  Increased cost cutting, passenger numbers and higher ticket prices however, offset fuel price increases. 

Enlarged air travel has necessitated larger, more efficient airports and placed heavy demand on infrastructure.  This led to noise emissions contributing to lowered air quality in adjacent residential areas and contributed to global warming.
  Airlines aimed to combat these effects by purchasing more efficient, muted fleets.
  Interestingly air transport is not subject to the same health and pollution regulations and taxes as other forms of transport as airlines pay no fuel tax.
  

In an effort to reduce air pollution and co-ordinate airspace EU agreed on a ‘single-sky policy’.  This unified approach was expected to streamline safety procedures, and optimise fuel by coordinating aircrafts.
 What is effect on Ryanair…?
Legal

Airlines are susceptible to changes in legislation, regulations, airport charges and taxes at national and international level.  Competition, employment law, health and safety influenced the sector.  The EC together with airline industry bodies
 has tried to influence these charges.
  

Legislation regarding overbooking, cancellations and compensations also needed to be considered.  In one instance legislation led to a lawsuit from a disabled passenger, winning a landmark case against Ryanair.
  Furthermore the OFT
 has dealt with complaints against Ryanair to date, particularly around damaged luggage issues.  A EU Directive was also introduced for instalment of hush-kits on new aircrafts.
  

Also, general raft of EU Passenger Right’s legislation, which seems toi be drafted in reaction to growth of LCCs
Porter’s Five Forces Model

This framework helped identify competitive sources in the European airline industry.

The case study highlighted continuing fare-wars and exits of LCC’s suggesting a move from the “development and growth phase” of the life-cycle model to the “shakeout” phase.  This stage sees many competitors exit the industry.
 

Entry Barriers

With deregulation, new entrants awakened dormant incumbents, prompting more efficient operations.  Moreover high capital expenditure was required for fleet procurement, fuel
, taxes and airport fees.  In general, labour costs comprise 40% of airline’s expenditure.
  

Ryanair’s strong brand identity
 deterred competition in terms of advertising costs.  Access to technology, industry expertise and supply/distribution channels were also barriers.  Customer and supplier loyalty were required to operate successfully.  Legislation and government action also impacted greatly hindering natural market forces.
  Airport capacity, route structures, technology, restricted slot availability and flight authorisations prevented access to some airports.  Dominance of hub airport rights and post-deregulation barriers favoured European carriers with well-established operating rights.  

Ryanair held first mover
advantage at regional airports deterring new entrants.  However, airport fees comprised 19% of their operating costs - almost 5% higher than competitors.     

Threat of Substitutes

European passengers have alternate options such as high-speed rail, ferries and road transport.  Rail services
 may pose the greatest threat to air travel.  However, LCC’s have established as a viable alternative to ground transportation.
  Interestingly, video-conferencing may reduce future business travel requirements. This is an isolated point and needs to be developed if you consider it central – ferries may be more obvious substitute (video-conferencing may substitute for business-related travel but this may not constitute majority travel with Ryanair) 
Supplier Power

Supplier power was high, the only suppliers being Boeing and Airbus.  Switching costs were high due to associated staff support and retraining.  Ryanair successfully controls supplier fuel power through hedging.   In addition, Ryanair saved € 50k p.a. through discontinuation of particular catering activities.
  Backward integration is not relevant in this case as it is unlikely that Ryanair would begin to manufacture aircrafts.  Forward integration however, is highly applicable as airlines move towards e-commerce.  FCC’s operate at larger airports with greater bargaining power but Ryanair’s policy to-date has been to avoid these airports. 

Buyer and Customer Power

Airline power for fleet procurement is low, but hedging ensured Ryanair maintained control over fuel.  Ryanair’s clear policy of using secondary airports
 placed them in a strong bargaining position as these airports approached Ryanair; this is highlighted by their subsequent threat to withdraw from Charleroi. (will this be discussed later – if so, where?)
Customer buyer power was high due to advent of e-commerce, ease of switching and the Internet streamlining the booking process, highlighting any price discrepancies.  

Rivalry

Competition in the airline industry accelerated with deregulation.  Cost advantages were easily imitated, especially within the LCC market.  Incumbents reacted with sustained price wars, benefiting customers.  Low customer switching costs affected carriers resulting in hyper competition.  As air-travel is not perceived as a differentiated service, price became the competitive driver.
  Freedom of exit was regulated as state-aid was used to salvage national carriers.  Other airlines considered this anti-competitive.  Strong alliances are traditionally formed in the airline industry to increase airlines power, creating hub & spoke networks.
 

Appendix 2 profiles FCC’s and LCC’s operating in the European airline industry in 2004.

Ryanair SWOT Analysis

This analysis assessed important internal and external factors:

Perceived Strengths 

Ryanair’s strength to date has been to capitalise on opportunities, evidenced by the Charleroi subsidies offer, which other competitors did not uptake. Ryanair developed a strong brand identity.  It benefited from low airport fees and first mover advantage at regional airports.  Profits arose from high seat density, point-to-point network, fast turn-around times and efficient aircraft utilisation.  A modern uniform fleet saved maintenance and training costs.  Ryanair enjoyed high service performance with punctuality and low baggage loss, creating a superior corporate image.  Owning rather than leasing planes allowed costs to be capitalised on resulting in further savings.   develope

Perceived Weaknesses
Poor infrastructure in several European countries adversely affected Ryanair, and other incumbents.  As average fleet age was considerably higher than competitor’s, higher maintenance costs and less fuel-efficiency resulted.  A perceived weakness was distance from Ryanair’s airports to major cities.
  

Ryanair’s refusal to recognise Trade Union activity stems from its perception of it being a threat to competitiveness.  Ryanair staff has traditionally accepted that position.

develope
Potential Opportunities

Two factors have contributed to Ryanair’s success to date; the reversal of accepted industry practice of price discounting prior to departure and direct selling by phone or Internet enabling further cost savings.  Deregulation and EU enlargement has increased potential for new destinations and entrants.  New ‘open-sky’ policy and state-aid has also facilitated entry. Detail and explain benefit 
Another significant opportunity was the negotiation and procurement of almost new Boeing aircrafts, post 9/11.
    why is post 9/11 significant… EU enlargement..?
Potential Threats

Varied and unpredictable weather threatens all airline operations and increases costs.
  Not most significant threat
Oil market dependence, antitrust laws and EC decisions are possible threats.
  Interestingly, customers increased price sensitivity and knowledge
 lessens airline power.  Other issues include consolidation, cross-border mergers, acquisitions and joint equity ventures, with job losses and route cuts contributing.
  

EU abolishment of duty-free sales in 1999 led to reduced revenue and decreased incentives for Ryanair flight attendants.
  Additionally, airports increased landing fees by 20%, yet Ryanair’s revenue rose from 11.7% in 2002 to 13.12% in 2003.

Fall-out of Charleroi..? is EU enlargement a threat in any way..?
1B. Ryanair’s Strategic Capability

Ryanair adopted a Cost Leadership Strategy.
 (when / why?) Porter suggests that should firms achieve and sustain overall cost leadership, they will perform above average in their industry.
  In addition Ryanair have adopted Porters “Six Principles of Positioning Strategy” to retain a competitive position.
  (See appendix 6.)

Ryanair’s Strategic Capability is the adequacy and suitability of its resources and competences allowing it to survive and prosper.
 Unclear expression here
Value Chain 

Ryanair achieves competitive advantage using its value-chain and network to understand operational efficiency.  Offering low fares is vital to ensure cost structure is significantly lower than FCC’s.  Ryanair’s value chain is comprised of 4 main elements: Supplies, Operations, Marketing and Distribution.
  

The strategy relies on a simple business design offering one aircraft type, one passenger class, maximum aircraft seating with no extras.  Flying to secondary airports minimised landing and ground handling fees, reduced turnaround time and generated additional revenue.  It facilitated fares 50-7.0% lower than competitors, attracting price sensitive and flexible travellers.
 

Pricing was crucial and differentiated service from competitors.  Advertising was minimal, in-house and controversial.?  Internet booking was used rather than travel agents.  Website branding highlighted punctuality and efficiency.  Lack of seating allocations expedited the check-in process saving HR costs and time.

Ancillary revenue for Ryanair comprises approximately 14% of profits and arises from Ryanair only allowing 15kgs baggage, providing potential revenue through excess baggage charges,
 and website links to partner sites offers car hire, hotel accommodation and financial services.
  

Ryanair’s strategic management has provided a unique competitive advantage.
  Barkin et al, 1995, supports this suggesting value-based operators have three interconnected cost advantages: lower input costs, cheaper product and process design.  

A key success driver was management’s ability to focus on long-term low costs while obtaining additional revenue from ancillary services.  Short-term focus on critical issues provided flexibility for primary activities, combined with supporting activities improving overall effectiveness and efficiency.
  Careful growth management was necessary to ensure continuing expansion at a rate of 20–25%.

Tangible resources include fleet, HR, and finance.  Multi-year contracts for fleet procurement
 provide economies of scale.
 

Ryanair’s operating expenses and revenues, assets and liabilities are denominated in Euro to provide stability.  In 1997 Ryanair eradicated its cargo services saving € 500k p.a. and reducing turnaround time.

A continued focus on cost reduction enabled Ryanair to remain profitable even at low yields; choosing to concentrate on five areas, evidenced in the case study.  (See appendix 10.) 

Paragraphs here are a bit ‘bitty’: provide more details and spell out strategic significance

Value Network

Ryanair’s value network
 consists of inter-organisational links and relationships to deliver a low cost service.  Competitive rates and multi-rate outsourcing
 enabled specialisation within the value network to deliver best value.  Ryanair focused on identifying profit-pools
 and concentrating on these areas.  Turnaround times were minimised, maximizing revenue-generating airtime.
 
Intangible resources include intellectual capital, reputation and knowledge.  Ryanair effectively manages core competences
 by understanding and optimising resources.  

Various elements entailed higher input costs, for instance salaries equating to or above industry standards. 

Activity mapping allows Ryanair to view how different activities are linked.  Linked activities are more robust, gradually built to become culturally embedded and difficult for competitors to emulate.  Vague: detail this practice and its value
Unique Resources and Core Competencies

Ryanair’s success in process improvement was not in replicating the Southwest model, but in it’s unique management resources.  The current Chairman believes that its CEO who are these people? has been responsible for Ryanair’s success to date due to his “analytical and personable managerial style” [and] acting in company interest, being a shareholder.” 

Ryanair maximised opportunities by stretching and exploiting capabilities, moreover, it sought to create new opportunities through price sensitive customers who might have used alternative forms of transportation, or might not have travelled at all.

Through strong leadership and intuition, Ryanair has become a force to contend with to the extent that Aer Lingus adopted their low cost approach in late 2001.
  

Ryanair adopt an industry approach to benchmarking
 by comparing fare levels, punctuality, customer recommendations and complaint numbers against industry standards.  It is important to note that recent industry convergence has led to a blurring of competitor boundaries and a revision of this activity may be required. Source for this?
Outsourcing minimised potential IR disputes, whilst providing cost cutting and productivity benefits.  Contemporary theorists, such as Morton
 however, argue that outsourcing is merely a current trend, which firms should consider carefully and question before employing.  He argues that external sources never know “your business as you do”, and maintains that as “your people are your biggest resource” it is important to keep control.
  Ryanair outsource non-core activities, maximising value-added activities.

Apply this more specifically to Ryanair; are you recommending that Ryanir maintain its outsourcing policy?

2  Ryanair’s Strategy Sustainability

Success to date is attributed to strict? adaptation of Porters
 cost leadership strategy aimed at the mass market.  It enabled Ryanair to charge lower prices than competitors, while maximising profits.
  A key advantage was protection
 from the cyclical nature of the airline industry as identified in section 1.
  (See appendix 5.)  
Porter suggests that an organisation’s national home base plays an important role in creating global advantage.  Porters Diamond illustrates how Ryanair has grown to date.  This is important to consider, as Ryanair is not protected from the macro environment by the Irish government, compared to Aer Lingus.  (See Appendix 9.) is this still the case in 2004?
Ryanair could continue to use Porters five-force model and value chain analysis; their success to date is unquestioned, yet in April 2004 Ryanair issued its first profit warning.  Olavarrieta and Ellinger suggest Porter’s models do not address the organisation’s individual resources, i.e. unique ability to maximise opportunities and capabilities.  These capabilities are firm specific, but unless nurtured and enhanced,
 Ryanair may become inwardly focused.
 

Recent studies suggest that Porters Generic Strategies are not consistent with a modern competitive environment.  Ferris et al.
 argue they may encourage organisations to focus exclusively on certain strategic goals at the expense of others.  Furthermore, he proposes that they depict the competitive environment as static.  Mention another author to firm up your point here
The main challenge facing Ryanair is managing its rapid growth.  As organisations grow they tend to become more bureaucratic.
  With this in mind, this report makes a number of recommendations:

Future Direction

This report proposes the following four areas for future direction:

Environmental Scanning   Define
Environmental uncertainty provides Ryanair with opportunities for creativity and innovation.
  Contemporary theorists don’t overuse this phrase such as Fahey and Narayanan, recommend environmental scanning for organisational growth.
  Tracking competitor-activity using Porters five-force model allowed Ryanair to understand the dynamic nature of the competitive arena and potential rivals.
  More recently, the societal environment is becoming increasingly important to both organisations and customers, determining corporate success or failure.
  Why / how?
A SSIS
 will enable Ryanair to obtain information on competitors and trends.  Continuously scanning will keep information timely and relevant.
  Information on opportunities and threats should be distributed to strategic management as it provides early warning signals for scenario planning and effective resource allocation.
  

Jobber
 suggests that companies may be unaware of salient forces affecting future prospects.  Ignoring environmental issues
 may mean lost opportunities.  Retrenchment
 after 2004’s poor performance will not alleviate Ryanair’s current problem.  Gradual strategic repositioning is the optimum approach, progressively planning and adapting to the changing environment.  The World Trade Disaster was unforeseen, yet Ryanair was able to capitalise on events through flexibility. Details   Industry scenarios
 are advantageous to predict probable impacts of societal forces.            … EU enlargement?
Stakeholder Relationships 

Stakeholder mapping enables Ryanair to identify stakeholder expectations and powers.
  As Ryanair expands, it increasingly turns to financial stakeholders to fund growth.  Growing the Dublin base, through a new terminal at Dublin airport or using a secondary airport, 
 would reduce congestion and enable faster turnaround times.  An outline of a secondary airport proposal is provided in Appendix 7.
  

Conversely, other stakeholders
 will have an increased dependence on Ryanair.  The current profitability downturn provides opportunities to review activities and proactively address weak societal policies, evidenced by outdated disability regulations.

Sharing similar CSR
 values, Ryanair and stakeholders can avail of cost reductions pooling resources to lower operational costs.  All incumbents will enjoy enhanced reputations, yet Ryanair will gain competitive advantage by leading the move towards more responsible business practices.
   

Analysts advise who / when? that growing competition will force major carriers to form alliances.
  Stakeholder coalitions with LUAS, Iarnroid Eireann and Dublin Bus enables sharing of market intelligence and R&D costs.
  Working proactively with the Government, a key stakeholder, to provide reliable infrastructure will increase Ryanair’s competitiveness.  

Minimum stakeholder
 obligations are determined by the regulatory environment and society, however Ryanair need to exceed these.  To date Ryanair appear to have pursued a short-term ethical stance.
  The long-term approach “enlightened self-interest”
 is important for financial success as it recognises stakeholder relationships.  Moreover a strategic approach to CSR
 expenditure may be shrewd providing commercial benefits such as employee retention and loyalty arising from a positive brand image. 

Philanthropy is fast becoming global best practice  vague, providing opportunities for Ryanair to achieve first-mover advantage in this area, counteracting negative publicity and maximising community interaction.
HR

With industry convergence and increased customer choice, HR may be the only differentiator.  

Ryanair deployed a HR Utilisation strategy to date, selecting employees on technical abilities to operate their uniform fleet.  Pfeffer proposes a Universalist HR approach
 to improve performance.  Schuler and Jackson
 agree and suggest that a greater fit between business strategy and HRM policies is attainable if employees are multi-skilled.   Furthermore they also advise that leadership and culture should be considered, prompting the suggestion that Ryanair review its management team.  This is echoed in the case through McManus’s proposal that Ryanair’s CEO is displaying signs of impending failure.
 

Effective HRM leads to increased profitability, productivity and a higher market value to meet the needs of the organisation, society and stakeholders.  Adapting to a new hyper-competitive market requires increased training expenditure, but is advantageous in the long-term adding value and providing sustained competitive advantage.  Therefore this report proposes that Ryanair consider Bowman’s strategy clock,
 which extends Porter’s strategies for competing in hyper-competitive environment.  

Benchmarking outside the airline industry would enable Ryanair to become more externally focused.
  This permits Ryanair to move corporate responsibility into the business process
 strengthening organisational credibility.

Potential New Markets

Armed with flexible HR, beneficial stakeholder relationships and increased knowledge of the macro environment Ryanair are best placed to pre-empt competitor activity.  To this end it is recommended that Ryanair capitalise on the entrance of new EU accession states.  Consideration should now be given to potential new routes in Eastern Europe, providing opportunities to improve capabilities, skills and company credentials.  Furthermore, strong internal loci of control, as evident in Ryanair’s management style could determine the decision to expand into this market.  Johansson
 proposes that companies who are less risk-adverse, and plan longitudinally, have greater sustainability.  Minzberg recommends reviewing organisational strategy on a quarterly basis to determine its validity, this is particularly important to Ryanair at this stage in the business life cycle.

Combining traditional marketing research and segmentation with more recent developments will enable Ryanair to enter these new markets in a manner reflecting the reality of modern global markets.  Market attractiveness should be based on reachability, receptivity, stability, measurability, sustainability and profitability.  
World markets have evolved since Kotler
 identified segmentation variables based on macro considerations.  Current research has found that pre-determined country bases are inadequate; a hybrid
 approach is more realistic as it identifies segment convergence across cultural and national boundaries.  This report also proposes that markets are more integrated.  

Benefit segmentation should form part of Ryanair’s hybrid global segmentation strategy, as new customers will value travel benefits at low cost.  This approach complements Bowman’s Hybrid Strategy by proposing cost efficient, standardised services and communications across new markets, to internationally reinforce the Ryanair brand.
   

Entering new markets affects all aspects of Ryanair.
  Root
 suggests three rules to alleviate potential risk.  Naive
, pragmatic
 and strategy rules
, the latter is recommended. …details / develop …
Conclusion Define strategy lens
Combining the strategy lenses will assist Ryanair in evaluating recommendations and provide useful insights into the challenges that lie ahead.  The design lens is logical establishing clear strategic direction.  The experience lens allows existing cultures to be extended.  Finally the idea lens emphasises innovation emerging from their dynamic environment.

In conclusion, this report recommends that a hyper competitive environment consists of challenges
 which successful organisations can meet by turning strategy into action, managing processes intelligently and efficiently whilst maximising employee contribution to create optimum conditions for sustainable competitive advantage.

Your conclusion doesn’t fully deliver promise of introduction; ensure that your recommendation is prefigured in the preceding sections. Also, include full bibliographic references in the footnotes when applicable.
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Appendix 1

Brief History of Ryanair

Ryanair was founded in Ireland in 1985 and is Europe’s largest low fares airline.  In 1988 Ryanair was operating at a loss but turned itself around when Michael O’Leary joined as CEO.  The new CEO adopted US Southwest Airlines budget airline model.  (See Appendix 2)

The first route operated daily from Waterford, Ireland, to London Gatwick.  In 1986 Ryanair obtained permission from the regulatory authorities to challenge BA’s and Aer Lingus’ high fare duopoly on the Dublin-London route.  Ryanair began the first fare war in Europe against both BA and Aer Lingus.  Ryanair carried 82,000 passengers in its first full year in operation through two routes.  In 1987 Ryanair increased its network with 15 scheduled routes.  

In 1990 after a £20m loss, Ryanair restructured.  Ryanair re-launched under new management as Europe’s first low fares airline.  Ryanair also switched from London Luton to London Stansted as its base.  In 1992 restructuring continued and the route network was decreased from 19 to only 6 routes.  Traffic grew by over 45%.  In 1993 Ryanair carried over 1 million passengers.  In  1995 Ryanair became the largest Irish airline on every route operating to/from Dublin.
  

In 1996 the EU completed the “Open Skies” deregulation of the scheduled airline business enabling airlines to compete freely throughout Europe.  In 1997 Ryanair became a public company.  In 1998 new routes opened.  In 2000 Ryanair launched Europe’s largest booking website, www.ryanair.com.  In 2001 Ryanair had more than 1 m. passengers per month.  In 2001, airline traffic was greatly reduced due to terrorist attacks and oil price increases.
In 2003, Ryanair acquired Buzz from KLM, providing Ryanair with access to 11 new French regional airports.  Ryanair’s website accounts for 98% of all Ryanair bookings.

Appendix 2

Southwest Airlines

Southwest Airlines commenced operations almost 30 years ago.  It became one of America’s most profitable airlines exploiting under-used routes and undercutting major carriers on price. Southwest holds 50% of the US low-cost market.  The airline regards itself as a ‘bus’ service, a replacement for ground transport.  It offered affordable fares with now frills.  Ryanair came to imitate their strategy.  

Key competitors in 2004

Aer Lingus

Aer Lingus, previously a FCC dominated the largely uncompetitive industry.  It was regarded as the primary provider of a public need and an extension of a state service.  The lack of focus on efficiency was reflected in financial performance.  Liberalisation, privatisation and globalisation produced a proliferation of new carriers entering the market, including Ryanair.  To counter this threat and to survive Aer Lingus was forced to restructure and focus on improving efficiency and costs.
  Aer Lingus launched a website for online booking, changed it work practices and redundancies led to its reestablishment as a best value airline.  

British Airways

BA was privatised in 1987.  Competition from no-frills operators and failure to establish Open Skies agreements led to a revised strategy.  It repositioned as a ‘full-service’ airline with high service standards.  The value reappraisal strategy enabled BA to offer valued services at a low cost, offering real competitive advantage.  

BA sold its subsidiary airline Go to EasyJet. 

SAS

Post 9/11 SAS
 implemented extreme cost cutting measures, which enabled the airline to resume competitiveness.  SAS also operate the budget carrier snowflake.

Lufthansa 

The airline’s profits had dropped by 20% at the end of 2001.  The German carrier engaged in a three-year efficiency program, aimed at boosting cash flow.
  

Sabena

Sabena the Belgian airline were previously publicly owned but had been privatised following new regulations.  Increasing oil prices and the global economic downturn led to its closure in 2001.

Budget airline competitors

EasyJet

EasyJet was launched in 1995 and is Europe’s second largest low-cost airline.  It is based in Luton and led by Greek entrepreneur Stelios Haji-Ioannou.  The business model is similar to Ryanair’s with point-to-point network, strong, visible brand, dynamic fares, 100% direct sales, and highly utilised fleet.  The Internet is also used to reduce distribution costs.
  EasyJet serves main airports and cities and targets the business segment.  Convenience of airports is the basis for easyJet’s competitive advantage compared to Ryanair.  

Virgin Express

Virgin express operates as a low-cost subsidiary of the Virgin Group, based in Brussels, serving main airports in major cities.  

Bmibaby

In 2003 British Midland began operating a low-fares subsidiary, from its base at East Midlands Airport.  The parent company was UK’s second largest scheduled operator in

2003 and was a major competitor on the Dublin-London route 

Flybe

British European Airways established Flybe in 2002.  Standardised, but more expensive, Bombardier aircrafts are used.  Flybe competes on frequency rather than price.

My Travel Lite

My Travel Lite is a low fare subsidiary of My Travel, based in Birmingham.  It commenced in 2002 and was founded by the former sales and marketing director of Ryanair, Tim Jeans.  

Germanwings

This LCC is partly owned by Lufthansa.

Go

Go was set up by British Airway’s and acquired by easyJet in 2002.

Buzz

Ryanair acquired Buzz, the budget subsidiary of KLM in 2003.  It enabled Ryanair to increase slots at Stansted Airport from 33% to 49.5%.  

Appendix 3

Ryanair Value Chain
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Appendix 4

Figure 2

Strategic Drift
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Source: Johnson et al. 2005: 27

Appendix 5

Low Cost Carrier’s Business Model

· A Single Passenger Class

· A Single Type of Airplane – Airbus A320 and the Boeing 737, which reduces Training and Servicing Costs

· A Simple Fare System, which rewards early reservations, this is referred to as Yield Management

· Unreserved Seating encouraging passengers to board early

· Flying to cheaper, less congested secondary airports to avoid congestion and lower landing fees

· Short Flights and fast turnaround times allowing maximum utilisation of planes
· Simplified routes emphasising point-to-point transit to enhance aircraft utilisation
· Emphasis on direct sale of tickets over the Internet avoiding Fees and Commissions to Travel Agents
· Employees working in multiple roles to reduce HR costs, for instance flights attendants acting as Gate Agents

· “Free” In-flight Catering and other “Complimentary” services are eliminated and replaced with optional paid for in-flight food and drink

Source: http://en.wikipedia.org/wiki/Low-cost_carrier    [accessed 24/1/06]

Appendix 6

“Six Principles of Positioning Strategy”

Adopted by Ryanair

Clear goals with a focus on long-term profitability

Clear value proposition offering unique value for particular customers

A distinctive value chain, consisting of different activities or carrying out the same activities differently

A decision in not being all things to all customers

An activity-chain alignment, which is mutually consistent reinforcing activities

A continuity of direction preventing strategic drift

Source: Michael Porter as cited in Johnson et al. 2005:27

Appendix 7

Map of Baldonnel Airport
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Source:
http://www.helis.com/database/go/ie_ireland.php 

[Accessed 29/1/06]

Baldonnel Airport is accessible by the N7, R405 and R120 roads, North of Saggart and East of Newcastle. 

In 1996 Ryanair’s chairman proposed purchasing and developing Baldonnel Airport in direct competition with Aer Rianta, requiring a capital investment of IR £ 50m. The Minister for Transport deemed the project unfeasible at the time due to the inadequacy of the supporting infrastructure such as roads, public transport access, water, power and sewerage.  Ryanair then revised their strategy and chose to focus on mainland UK and Europe instead of Dublin.

In 2004, LUAS is in operation, substantial investment has been made in infrastructure such as the Northern, Southern Cross routes; town bypasses such as Kildare and Monasterevin are nearing completion.  The Government has strategic public transport and infrastructure plans for this area. 

In addition substantial investment has been made to the business and residential landscape in the Citywest area.

Appendix 8

Booking of Ryanair-port Tickets.

Ryanair Portals available at:

 Irish LUAS, DART and Bus stations 

European Train, Metro and Bus Stations, 

European City Centre Locations

www.ryanair.com 

The case study highlights Ryanair’s aim to “eventually wean passengers off checked-in luggage and eliminating the need for bagging handling and suitcase holding areas”:

Using Ryanair Kiosks/Portals at strategic public locations will facilitate the 

Booking and Check In Process.

Passengers use the automated pre-purchase ticket service as they do with 

LUAS and DART;

Tickets can be purchased electronically at any Ryanair Portal

Future alliances with banks will facilitate tickets being purchased at any ATM

Travel to Ryanair-port OR any European Airport to fly to their destination

Public Transport to Airport can be selected as part of automated transaction

New technology lends itself to:

 Ticket-less Automated Check In:

Bar Coded Passports can be scanned at Departure Gate

Restricted Hand Luggage eliminates Check In and Baggage Handling

Appendix 9


Appendix 10

Fleet commonality
 with uniform fleet and in-house maintenance.

Contracting out of services
 such as ticketing, aircraft-, baggage handling and competitive rates through multi–year contracts at fixed prices.

Airport charges Ryanair reduced airport charges by moving to secondary airports.

Staff costs and productivity salaries being the highest percentage of the airlines costs, are controlled by Ryanair by a performance related pay structure.  In 2001 Ryanair’s salary costs were lower than many established airlines.

Marketing costs were reduced through advertising through the Internet, press, TV and radio.

Commission paid to travels agents was reduced from 9% to 7.5% in 1997.  Ryanair Direct Ltd was established in 1996, gaining government aid for establishment.  This enabled management control over service quality and consistency while increasing sales of ancillary services.
  www.ryanair.com was launched in January 2000 to save money on HR, agent commission and computer reservation charges.
  

Appendix 11

Proposed Ryanair Code of Ethics.

1. CUSTOMERS

Ryanair promises to operate ethically and with integrity.

Ryanair will strive to improve service to meet customers with special needs.

2. EMPLOYEES

Ryanair promise to treat employees equally and with respect.

.

3. ENVIRONMENT

Ryanair promise to protect the environment for future generations.

A formal Ryanair Environmental Management System (REMS) will be launched as a guide for all stakeholders.

Ryanair will not conduct business with any supplier or distributor who does not comply with ethical or environmental business practices.

4. COMMUNITY

Ryanair promises to be a responsible neighbour.

“Noise Emissions”
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� Convergence is where previously separate industries begin to overlap in terms of activities, services and customers. (Johnson et al. 2005: 77)


� Hereafter referred to as FCC’s.


� Hereafter referred to as LCC’s.


� See appendix 1 for brief history of Ryanair.


� As evidenced by Switzerland’s national carrier Swissair declaring bankruptcy in October 2001.


� The European Commission in main text


� The EC decision was made on 12th February 2004


� This non-discrimination legislation meant Ryanair had to repay between £2.5m and £7m.


� Department of Transport, The Irish Aviation Authority and the Joint Aviation Authority


� Due in part to Foot and Mouth, SARS, terrorist attacks and war in Iraq


� 2002. EasyJet and Southwest lead the way.


� Airlines are reducing prices to increase volumes, achieve sufficient cash flow and maintain market share.


� Binggeli, U & Pompeo, L. 2005. Hyped hopes for Europe’s low-cost airlines.


� Annual report 2004, Finnair. P. 18


� Annual report 2004, Finnair. P. 19 


� Seristo, H. 1996. The executive view on the cost problem of European airlines.


� Binggeli, U & Pompeo, L. 2005. Hyped hopes for Europe’s low-cost airlines.


� Such as Satellite TV, Internet and Games


� Annual report 2004, Finnair. P. 18 


� At take-off and landing


� Caused by fuel releasing CO2 into the environment.  (� HYPERLINK "http://news.bbc.co.uk/1/hi/uk/2327487.stm" ��http://news.bbc.co.uk/1/hi/uk/2327487.stm� 3/1/06


� � HYPERLINK "http://news.bbc.co.uk/1/hi/uk/2327487.stm" ��http://news.bbc.co.uk/1/hi/uk/2327487.stm� 3/1/06


� � HYPERLINK "http://www.foe.co.uk/campaigns/transport/issues/air_travel/index.html" ��www.foe.co.uk/campaigns/transport/issues/air_travel/index.html� 3/1/06


� � HYPERLINK "http://news.bbc.co.uk/1/hi/business/2547379.stm" ��http://news.bbc.co.uk/1/hi/business/2547379.stm� 3/1/06


� Such as the International Transport Association (IATA) and the Association of European Airlines (AEA).


� Annual report 2004, Finnair. P. 17 


� Ryanair charged a passenger £18 for the use of a wheelchair for transport from the check-in desk to the aircraft.


� Office of Fair Trading.


� This would mean a cost of €19.6m by 2002 and further increases in fuel consumption v. important point : put in main text.


� This is evidenced by many new entrants in Germany and UK making significant losses


� Fuel comprises approx. 14-16% of airline’s total cost. Efficiency varies on long/short haul flights  


� E.g. pilots, flight attendants, baggage handlers, dispatchers, customer service, and others � HYPERLINK "http://www.investopedia.com/printable.asp?a=/features/industryhandbook/airline.asp" ��www.investopedia.com/printable.asp?a=/features/industryhandbook/airline.asp� 24/1/06


� In addition, Ryanair’s free seat promotions deterred potential entrants in Germany market


� E.g. this might lead airport owners to provide financial advantage to one airline over another.


� A firm that is first to enter a market has the opportunity to establish barriers to entry, and can keep competitors from entering the space.


� High speed trains are subsidised by the state in France and Germany


� Offering shorter more convenient journeys 


� This occurred when the catering firm announced they would stop provision of free ice.


� Frankfurt Hahn 123 km from Frankfurt, Torp 100 km from Oslo, Charleroi 60km from Brussels


� Johnson et al: 2005: 245


� So called ‘hubs’, links intercontinental and regional flights and make high passenger numbers available. 


� Paris - fly to Beauvais, Stockholm - fly Skavsta, Brussels – fly Charleroi. 


� Another opportunity arose for carrying civil servants to EU meetings and Ryanair put a tender in saving the Government €2m but received no response.


� Extreme heat, cold, fog and snow can shut down airports and cancel flights.  


� E.g. the decision at Charleroi.


� Facilitated through the Internet.


� Symonds, T. 2001. Airlines to embrace consolidation.


� 1/3 of their compensation came from commission on duty-free sales.


� Porter, 1985.


� Gleeson M. Dublin Institute of Technology


� Leavy B. 2003: 29-35


� Johnson G. Scholes K. 2001: 117


� Appendix 3 illustrates Ryanair’s value chain


� Binggeli, U & Pompeo, L. 2005. Hyped hopes for Europe’s low-cost airlines.


� Most airlines allow 20 kgs.


� Datar, R. 2003. Ryanair perfects budget flying.


� � HYPERLINK "http://www.ebfonline.com/at_forum/at_forum.asp?id=255&linked=252" ��http://www.ebfonline.com/at_forum/at_forum.asp?id=255&linked=252� [accessed 18/1/06]


� Average fare-prices declined by 6% to €46, mainly due to currency fluctuations, and a fall in seat occupancy from 82% to 77%.  


� Boeing 737’s


� Value is created further down the chain by a reduction in associated staff training costs.  


� Johnson et al: 2005: 140


� Outsourced activities included:  Fleet maintenance, ticketing, baggage-handling, and other functions include this in main text


� Potential profits at different parts of the value network.


� � HYPERLINK "http://www.emeraldinsight.com/Insight/ViewContentServlet?Filename=Published/EmeraldFullTextArticle/ Articles/0560190508.html" ��http://www.emeraldinsight.com/Insight/ViewContentServlet?Filename=Published/EmeraldFullTextArticle/ Articles/0560190508.html�  [accessed 18/1/06]


� The activities and processes through which Ryanair deploys its resources 


� Michael O’Leary is the airlines single largest individual shareholder with a holding of just over 5%.


� Creaton S. 2005: 104


� Hemphill T: 2004: 62-68


� Lankford W M. 1996: 57 citing Stevenson: “Benchmarking is the process of measuring company performance against the best in the same or other industries.”


� Head of HRD and Regional Competency Centre, North Europe, Ciba Specialty Chemicals.


� Morton Robert, Wilson A: 2004


� 1980: 35


� “Aggressive pursuit of efficiencies, cost reductions, & cost minimisation in R&D, service etc”   


� As in an economic downturn demand for premium services decreases & passengers seek low cost alternatives.


� Spiess L. Waring. 2005: 195


� This can otherwise lead to strategic drift.  See appendix 4.


� Morgan, G. 2005. Performance measures to support competitive advantage.


� 1999: as cited in Gunnigle et al. 2002: 40


� Bureaucratic decision processes can be slow.  


� Hunger D. 2001:32


� Costa J. 1995: 7 (7)


� Simkin, L. 1997.


� Hunger D. 2001: 32


� Strategic Scanning Information System (Aaker 1983) main text


� Identified by Aguilar 1967.


� Diffenbach 1983


� In 2003


� ‘Organisational inertia’


� As sales and profits decline, management reduce costs, leading to a short-term period of higher profits.


� A forecasted description of a particular industry’s likely future.


� The ability of individuals or groups to persuade, induce or coerce others into following certain courses of action.


� An outline of Baldonnel Airport, improved infrastructure and business landscape is outlined in Appendix 7.


� These plans were subsequently redirected towards mainland UK and Europe due to Irish Government procrastination. 


� Employees, shareholders, customers


� Corporate Social Responsibility main text


� See Appendix 11 for proposal of Ryanair Corporate Code of Ethics.


� See appendix 8.


� Johnson et al 2005: 141


� Employees


� 1) Short-term, 2) Longer-term shareholder interest, 3) Multiple stakeholder obligations and Shaper of Society  


� Johnson et al. 2005:190


� Corporate Social Responsibility previously mentioned


� This approach incorporates extensive T&D, learning & employee involvement over the long-term


� 1987 (a): as cited in Gunnigle et al. 2002: 43


� Ignoring change, the wrong vision, getting too close, arrogant attitudes and old formulae.


� 1995: as cited in Johnson et al 2005:243 see appendix 12 for the strategy clock. 


� British Airways benchmark against Formula One. Ryanair could benchmark against European high-speed rail


� Providing detail on the supply-chain practices, workforce diversity, the environment, community programs and socially responsible investment.


� 1997 as cited in Koch: 2001: 351-361


� A cited in Morrissey G. 1996


� 1986


� Hybrid Segmentation seeks homogeneity in global marketing, where traditional approaches ignored similarities and highlighted differences


� Hassan et al. 2003 446:462


� Marketing Department, Finance Department, Airline Operations and HR


� 1994


� Assumes all markets are homogeneous,


� Allows Ryanair to use a workable entry mode, and if not feasible to look for alternate options


� All alternative modes of entry are evaluated


� Johnson et al. 2005:31


� Globalisation, profitability through growth, technology, intellectual capital and change


� Ulrich, D. 1998: 124-134


� � HYPERLINK "http://www.ryanair.com/site/EN/about.php" ��http://www.ryanair.com/site/EN/about.php� 3/1/06


� � HYPERLINK "http://www.ryanair.com/site/EN/about.php" ��http://www.ryanair.com/site/EN/about.php� 3/1/06


� Spiess L. Waring P: 2005 p193-207


� Scandinavian Airlines Systems


� � HYPERLINK "http://webb5.infotrac.galegroup.com/itw/infomark/882/54/78110999w5/purl=rc1_GBIM_0_A77337057" ��http://web5.infotrac.galegroup.com/itw/infomark/882/54/78110999w5/purl=rc1_GBIM_0_A77337057� 10/1/06


� Over 90% of EasyJet sales are made through the Internet.


� Ryanair is able to negotiate premium contracts due to large fleet.  


� Unavoidable services are contracted out and charged for, putting the cost on passengers.


� As Ryanair brings a high volume of passengers to secondary airports, favour access fees are negotiated


� In May 1998 Ryanair implemented an employee share option scheme of up to 5% of shares.  In 2001 Ryanair pilots and in-flight employees received 5-year pay, productivity and share options package to avoid a threatened pilot strike


� E.g. travel insurance, car rental, connecting rail services and commission on sales of other services


� By 2003 � HYPERLINK "http://www.ryanair.com" ��www.ryanair.com� accounted for 95% of bookings.
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