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INTRODUCTION
There can be no doubt that this is the era of the Low Cost Carrier. Airlines like Ryanair and Virgin Blue have remained profitable despite being in one of the toughest economic climates for aviation in recent times. This project attempts to find one reason for this success, that is, the use of Secondary Airports by the so-called ‘low cost’ airlines. The authors have studied two successful examples of such models, one in the US and one in Europe respectively. This has been compared with the newest low cost carrier in Australian skies – Jetstar – and its decision to use Avalon in place of Tullamarine in Melbourne (on specific routes?). By drawing comparisons between the three cases, it is shown that this model can be implemented successfully by Jetstar in Australia, for the airline, airport and passengers involved.
The Case Studies

Case Study I: The US Example

United Airlines
MAYBE I SHOULD TRY TO MAKE IT MORE SPECIFIC TO OUR CASE?

COST CUTTING MEASURES?
United Airlines is the second largest airline in the world. It is long established and traces its roots back to the 1920s.

Hit hard by the September 11, 2001 terrorist attack, and amidst mounting losses, the airline was forced to file for Chapter 11 bankruptcy in 2002 (bbc.co.uk 2004). The airline has negotiated deals with certain banks to keep the company flying while restructuring takes place to reduce operating costs.

As of December 31, 2003, the Company and its subsidiaries had approximately 63,000 active employees, of which approximately 78% are represented by various U.S. labour organizations. United Airlines have 532 aircraft in their fleet, of which 10 are 762s and 37 are 763s – used in the New York to Los Angeles route. In 2003, United carried 66 million passengers, which is equivalent to 1047.6 passengers / employee. United has a high breakeven passenger load factor of 87.6%, more than 10% higher than their passenger load factor (United Airlines 2004).

The Chief Executive of United Airlines is Glenn F. Tilton
JetBlue

Founded by David Neeleman (also Chief Executive), JetBlue Airways began operations in February 2000. The airline now serves 24 cities around America with a fleet of 57 new Airbus A320 aircraft – these new aircrafts were chosen over used ones because new aircraft cost much less to maintain. The entire fleet is fitted with all-leather seats equipped with the DIRECT satellite TV (JetBlue, 2004) – unlike many LCCs.

Similar to Southwest, JetBlue’s goal is to enter markets with low fares to stimulate market growth and passenger traffic and then capture a major share of the traffic, instead of ‘stealing’ them from major carriers (Feir 2001).
In 2003 JetBlue carried over 9 million passengers with a breakeven load factor of 72.50% - one of the lowest in the US domestic market. In 2003, there were 4892 employees at the end of the year. The airline moved some 1839 passengers per staff member and the amount of ticket sales sold online is 73%. JetBlue’s cost per available seat mile of 6.07 cents was lower than any of the major U.S. airlines, which reported an average cost per available seat mile of 9.85 cents (Curran-Connors 2003). 

JetBlue’s aircraft are scheduled with minimum ground time. Quick and efficient turnarounds means an increase of the number of daily flights per aircraft and a high aircraft utilisation rate (jetBlue.com 2004).
Los Angeles International (LAX)

Location: 33.95°N, 118.41°W

Los Angeles International is the third busiest airport check with IATA in the world with more than 54.9 million people travelled through LAX in 2003 (Lawa.org 2004). Approximately 80 passenger carriers and 20 cargo carriers serve LAX. There are nine terminals with more than 140 aircraft parking spots for commercial airlines. 

LAX’s runways are similar to that of Paris CDG’s configuration (in our second case study) in that the runways are sited in distinct parallel pairs, orientated 07L/25R (3685m), 07R/25L (3382m), 06R/24L (3135m) and 06L/24R (2720m). They are equipped with Cat-I ILS/DME or Cat-IIIb ILS/DME approaches (Airnav 2 2004)

Aircraft operations were an average 1767 per day in 2003 with 70% being air carrier traffic. (AirNav 2004). United operate the JFK-LAX route seven direct flights a weekday using B767-200s and -300s. A one way trip booked online for August 1st cost US$316.60 (AU$436.91) (united.com 2004) including tax and surcharges.

Long Beach Airport (LGB)

Location: 33.95°N, 118.41°W

Long Beach Airport is located approximately 35.4 km southeast (by road) of the larger Los Angeles International (LAX) and Los Angeles CBD.  Long Beach’s location midway in between LAX and Orange County Airport has allowed the airport to become a popular alternative to these two busy and congested airports. Major US carriers serving the airport include American Airlines, Alaska Airlines, America West and jetBlue. Boeing also has an assembly plant on the field. 

There are five runways. The main runway (30/12) is 10000ft (3048m) long. For most efficient use of space this runway cuts diagonally across the field. RWY 30 is equipped with CAT-1 ILS with 4 light PAPI system, whilst RWY 12 is equipped with a 4 light VASI system (AirNav 2004). 

The airport is somewhat slot restricted by aircraft noise affecting homeowners and residents in the area. Total Aircraft operations for the last year is 495000 at an average of 1375 per day, whilst total commercial air carrier traffic was 14850, only 3% of all total movements (AirNav.com, 2004). The remainder was from the activities of Boeing which has a production plant on site, and the majority of traffic from General Aviation.
JetBlue flies to Longbeach from NewYork seven times a weekday on direct flights. A one way trip for August 1st booked online cost US$176 (AU$244.10) including taxes and surcharges
. (jetBlue.com 2004)
Case Study II: The European Example

British Airways
British Airlines has a rather convoluted history, but its roots can be traced back as far as 1919 when a company called Aircraft Transport and Travel Ltd first flew from London to Paris. A series of mergers and such illustrious names as BOAC and BEA eventually grew into the airline that in 2003 served 168 destinations in 75 countries and 38 million passengers (www.ba.com 2004).

British Airways is one of the world’s largest airline groups, flying routes ranging from long-haul international flights to short domestic operations. Like many airlines of this size it had a difficult year. Its Annual Report acknowledges the fact that profit from 2003 was “derived from reducing costs, rather than improving revenue and yield, [and so] tells the story of the year” (British Airways 2003).

An average 57,014 people were employed through the year (British Airways 2003) – earning an average salary of just over £25800 (€38230 or AU$63496). Approximately 667
 passengers were handled per employee – contrast this with Ryanair’s 8992 per employee.

The airline operated in 2003 a total of 210 aircraft, ranging from the (now retired) Concorde to various Boeings, Airbus narrowbodies and smaller turboprops (British Airways 2003). 

Chief Executive of the airline is Roderick Eddington.

Ryanair

Ryanair is perhaps the leading low-cost carrier in Europe. The airline began somewhat incongruously in 1985 using a single 15-seater turboprop on a single route, re-launching as a LCC using the Southwest strategy in 1991 (ryanair.com 2004) and growing to fly 15.7 million passengers over 93 distinct routes in 2003 (Ryanair,2003). 

In 2003 there were an average 1746 employees (Ryanair 2003) and the average salary was €53306 (£35974 or approximately AU$88957), roughly a third more than British Airways (Bowley 2003). The airline moved some 8992 passengers per staff member 
.

Some 90% of the airline’s tickets are now sold online (Bowley 2003). The airline currently operates a fleet of 74 aircraft, mainly 737s with a small number of BAe-146s left over from the airline’s acquisition of Dutch LCC Buzz (ryanair.com 2004).

Chief Executive Michael O’Leary is well-known for a sometimes controversial manner – in Ireland he is “called everything from ‘arrogant pig’ to ‘Messiah’” (Bowley 2003) – but his ruthless cost-cutting (Bowley (2003) cites that O’Leary slashed 500 of the 600 jobs inherited from Buzz) seem to be working, the airline posting its 13th consecutive year of profit in 2003 (Ryanair 2003).

Paris Charles De Gaulle
Location: 2.54° E, 49.0° N
According to Daniel Sallier
, Paris Charles de Gaulle Airport is a “major European Hub with 4 Cat III/B runways… which will be able to accomodate the A380 at its entry into service and which enjoys all the facilities available in any major airport” (Sallier 2004). 

The runways are sited in two distinct parallel pairs, orientated 10/28 and 09/27 (Spotters United 2004).  505 634 commercial movements were recorded in 2003, with a total 48.2 million passengers utilizing the facility (Sallier 2004). 

British Airways fly the route in question sixteen times a weekday, via various British airports (Heathrow, Gatwick, Manchester, Birmingham – www.ba.com 2004). There are no direct flights. A return economy fare departing on 4 August 2004 booked on www.ba.com costs £31 for the outward leg and £64 for the return flight. With taxes, this is a total cost of £ 127.50 (AU$166.12)
 

Paris – Beauvais/Tillé (BVA)

Location: 2.1167˚ W, 49.45˚ N

Paris – Beauvais/Tillé airport is located some 70km north-west of Paris. Compared to some of the larger (and therefore more expensive) Paris airports, facilities are somewhat limited. In fact, one passenger, Kevin Steele, writing on airlinequality.com, has described it as a ‘bus station with a runway attached’ (Steele 2003).  There is a small flying club presence on the airfield, and adequate facilities to serve aircraft up to the size of a DC-10, Boeing 767-300 or similar (Aeroport Paris-Beauvais-Tillé 2003). 

The main runway, orientated 13-31, is 2450m long and equipped with CAT-I ILS and PAPI systems. Two airlines (Ryanair – Irish – and Sterling – Danish) serve some eight destinations similar (Aeroport Paris-Beauvais-Tillé 2003).

Commercial movements rose between 2001 (4366) and 2003 (8857) – directly attributable to Ryanair beginning services to the airport in 2002. Passenger traffic more than doubled accordingly (422 972 in 2001 to 969 445 in 2003) similar (Aeroport Paris-Beauvais-Tillé 2003). 

Ryanair flies the route in question twice daily, utilizing B737-200 or B737-800 aircraft. A ticket for 1 August 2004 would cost between £31.17 and £41.17, including taxes (www.ryanair.com, accessed 29 April 2004). 

Case Study III: The Australian Example 

Qantas

Qantas is the second oldest airline in the world and the oldest in the English language behind the Dutch KLM. Qantas started operation in 1920 with two Avro 504Ks. These days it is Australia’s largest carrier with a total fleet of 196 ranging from the Dash 8 to the Boeing 747-400ER.

Qantas is based on a full service model in all aspects. It flies to many different destinations – both domestically and internationally - in multi class configurations. Qantas is also currently involved in overseas expansion through the proposed start-up of Jetstar Asia.

Qantas was in 2003 the 11th largest airline in the world in terms of RPKs with 77,225 million. In the 2002-03 financial year the airline made an after tax profit of $343.5 million.  

Chief Executive is Geoff Dixon.

Jetstar

Jetstar is scheduled to begin operations on May 26 2004 with a fleet of 14 Boeing 717 aircraft acquired from the purchase of Impulse airlines. 23 Airbus A320s are expected to replace these by May 2006. Jetstar is being based on the cost and service model of Impulse in an attempt to differentiate itself from the full service Qantas brand with low-cost/no-frills cost structure and service. Jetstar is a wholly owned Qantas subsidiary yet is independently managed and operated through Jetstar’s own board of directors.

With its fleet of B717s the airline is aiming to achieve a cost per ASK of 8.25 cents and lowering this to 7.8 cents when the A320s are introduced. Jetstar is also trying to achieve a 25 minute turn around time - around 5 to 10 minutes faster than competitors - to gain better aircraft utilisation and thus reduce costs. 

Chief Executive is Alan Joyce.

Melbourne Tullamarine Airport (MEL)

Location: 37.030S-144.830E 

Tullamarine Airport is located approximately 25km north-northwest of the Melbourne CBD. The airport is described as a domestic and international air hub – in fact it is the number one private freight handling airport in Australia (source 2004).  There is also a business park on airport land. 

Melbourne has 2 runways in a 16-34 and 9-27 orientation. Runway 16-34 (3,657m) and 9-27 (2,286m). The airport is fitted with Route Surveillance Radar (off-airport) out to 250 nautical miles,  Terminal Approach Radar to 50 nautical miles and Instrumental Landing Systems for Runways 16 and 27. VHF- Omni-Direction Range Distance Measurement Equipment is also on the airport.

There were 157,920 aircraft movements, 16.92 million passengers and 7.201 million tonnes of freight processed through the facility.

there are 2,418 flights per week into the airport with 2,428 of those flights being domestic services.

Avalon Airport (AVV)

Location: 38.030S, 144.480E

Avalon airport is located 55km from Melbourne’s CBD. Currently there is no scheduled passenger services (due to begin in the month following publication of this report). Activities at the airport include maintenance for military and heavy civilian aircraft, a freight handling centre and jet pilot and aircraft endorsements.

Avalon’s runway is 3,048 metres long and is orientated 18-36. It has a “Normac 7000 Instrument Landing System”, VOR/DME, T-VASIS, PAPI and pilot activated lighting systems.” The runway is capable of landing a Boeing 747 aircraft and also larger aircraft. (linfox.com.au 2004)

Currently there are minimal aircraft movements due to maintenance or training (Beggs 2004)
The terminal was upgraded….
� Passenger Facility Charges of up to $9 each way, September 11th Security Fees of up to $5 each way and a Federal Segment Tax of $3.10 per segment. A segment is a takeoff and landing. (jetblue.com 2004 )accessed 7 May


� 38 million passengers (British Airways, 2004) / 57014 (British Airways, 2004)


� 15.7 million passengers (ryanair.com) / 1746 employees (Ryanair, 2003)


� Sallier is Statistics, Forecasting and Simulation Director at ADP, the Paris airports authority


� Note that this fare is not available for one-way journeys. A one-way ticket would cost £474 – it would be cheaper to book a return and just not fly the second trip!





