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Introduction

* Every airline has its own unique business model, just like us humans.

e Each airline has to discover its own genome and is recognized by its
distinctive personality.

* Business models are described based on a series of criteria to be
understandable for learning and to inspire other airlines.

e Each airline should be able to apply those general principles according
to its own internal characteristics and environmental situation based
on its own requirements, rather than blindly imitating them.

 All airlines constantly develop, operate and refine (sometimes
redefine) their business models.
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The Historical Trend of Airline Business Models
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Simplified representation of the Indigo business model
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Three Primary Airline Business Models Direction
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Regional Airline Business Model Outlook
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Top 150 Airline capacity by Business Model
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The generic framework of airline business model

Cost Structure Lean Fat
Why Revenue Stream Limited Diversified

Value Proposition Price Quality

Network Point-to-Point * Hub-and-Spoke
How Fleet Homogeneous

Partnerships Self ownership

Customer Segment Niched markets Mass markets
Who Distribution Channels B2C B2B

Sale Policy Demand side Supply side

Core Capabilities Centralized Decentralized

What Customer Relationship Direct

> Indirect
Service Level Base M Superior
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The different airline business models to their complexity and service level
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Business Model feature differences along Airline Value Chain

Value proposition
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Revenue streams, Customer Segment
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Business Model feature differences along Airline Value Chain

Market Structure Index

Airpons Atractiveness Index

Labowr Index

Arcraft Index
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Distributorn/Sales index %onﬂoﬁ Index
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Principal airline business model framework in math models
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Proposed airline business model framework in math models

Components Corporate corelogic Configuration of value chain activities Assets
Internal External
Dimensions policy value Inbound Production =~ Marketing Tangible Intangible
choices network
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Transformation business model in airlines after the Corona crisis

NEW BUSINESS MODEL

|
v v
Transform the Group Airline ANA Group’s Transformation to a
Business Model New Business Model

Transform ANA and Peach Led by ANA X, maximize value for
Aviation’s business and establish a our customers through all businesses

new airline brand with the Air of ANA Group ranging from airline,
Japan entity travel, and daily touch points

Price
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Travel
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-

Transform to build resilience toward any future global risks
and position the company toward future growth

Daily Life
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Transformation business model in airlines after the Corona crisis

International Routes
Short-distance Medium-distance Long-distance
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Transformation business model in airlines after the Corona crisis
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Transformation business model in airlines after the Corona crisis

Travel Business

AMNA Sales 3{ Divide Buainess]

Airline Sales Business
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Transformation business model in airlines after the Corona crisis
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CASM VS RASM in Airline Business Models
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The airline business model in Traditional versus Integrated air cargo chain

Traditional Air Transport Chain

Initial leg Main leg Final leg
(land) (air) (land)
Shipper Forwarder Airline Forwarder Addressee
Shipper Integrator Addressee
Initial leg Main leg Final leg
(land) (air) (land)

Integrated Air Transport Chain
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System thinking for mapping the airline business model and drivers

Hub and Spoke Networks:
« Connectivity

- Complexity

!

“Cosy” Competition between
Full-service airlines

. il .

Large bundle of High volumes of e High flight frequencies
service procucts cconomy fare pax e High business fares

Target market ] _
Catalysts for change:

- Commoditization of air travel
MMacroeconomic slowdown

-
Value Based Airlines e Terror Attacks
Point-to-point se nvics - Iraq
- SARS

Less complexity
Unbundled product
Lower prices

Simplke fare stmicture
Cost efficiency

Declining business demand

Changing Enviromment
e Internct technology
e Growing travel volumes
beyvond the hubs
+ Large mumbers of valie-
sccking ravellers
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The Business Model Canvas - SAMPLE: SOUTHWEST

Key Partners Key Activities Value Proposition Customer Relationships Customer Segments

e Cheap Airports as e Fly and Maintain Fleet e Cheap Flights e Web: automated e Travelers on a Budget
“Hubs” of Planes e No Frills searches; Impersonal

e Car Rental Companies e Book Flights; Process e Counter and in-Flight:

e Hotels Payments Friendly, can-do

e Insurance e Hire and train Staff atticude

* Web Search Engines — e Market

(e.g., Kayak, Expedia)

Key Resources Channels
e Single Aircraft Model e Call Centers
(e.g., 737’s) e Web
e Branding e In-person (Counter &
e Large Inventory of In-flight)

Aircraft Model Parts
e Maintenance staff
knowledgeable about
Aircraft Model
e Enthusiastic, Friendly
customer-facing staff

Cost Structure Revenue Streams

Purchase Planes and Equipment e Airline Tickets

Maintenance e Fees for Extra Services: e.g., Early Loading, Meals
Labor Costs/Staff Training Costs
Airport Fees

Call Centers

Insurance

Marketing Costs

e o 0 0 0 0 0
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The Business Model Canvas - SAMPLE: SOUTHWEST

Keys Partners

Frequent flyer program
partnerg

Global Eagle
(in-flight wifi and
entertainment)

Key Activities

Efficient Operation

Qaleg

and Cugtomer
Service

Key Resources

Operating Bagee

Brand

Cost Structure

Fleet
(Leage, Fuel and
Maintenance)

Fleet of 737 ¢

Value Propositions

Affordable domestic and
ghort-haul international
travel

\ 4

Customer Relationship

Self-gervice

Costumer Support

Reliable eargo and chipping
gervices

Salaries
(air crew and ground crew)

Operating Bages

Revenue Streams

»

Low-coet tickete and
complimentary eervices
fees

Channels

Webgite and Mobile App

Airporte and Airplaneg

Third-party online book
providers

Customer Segments

People
(looking for cheap no-frille
flighte)

Bugineeg

(that neede to chip etuff)

Shipping cervices feee

Adverticing and comiggiong
for the eale of auxiliary
gervices guch ag car rental
or hotel regervation
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The Business Model Canvas - SAMPLE: WESTJET

Keys Partners

Aircraft manufacturers

Fuel suppliers

Hotels and
accommodations

Key Activities

Airline operations

Aircraft maintenance

Value Propositions

For Leisure Travelers:
WestJet's value proposition
for leisure travelers is to offer
affordable and convenient
flights to a wide range of
destinations.

For Business Travelers:
WestJet's value proposition
lies in its commitment to

Key Resources

Fleet

Network of destinations

providing efficient and reliable
air travel solutions for
business travelers.

For International Travelers:
WestJet's value proposition
for international travelers

centers around its extensive
network of destinations and
partnerships with other
airlines.

Customer Relationship

Self-service

Customer service

Channels

Online booking platform

Call center

Customer Segments

Leisure Travelers

Business Travelers

International Travelers

Cost Structure ‘> Revenue Streams é

Aircraft-related costs Marketing and

Labor expenses advertising

Airline Operations Ancillary Services
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Network System

Target Group

Forms of Cooperation

Geographical Operation

Services

Types of Airports

Competitive Situation

Connections
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Network System

Target Group

Forms of Cooperation

Geographical
Operation

Services

Types of Airports

Competitive Situation

Connections

Bonus Program

point-to-point
mainly leisure leisure an
no codesharing
regional
nothing
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no

no

hub-and-spoke &
point-to-point

hub-apd-spoke multi-hub

mainly business all kind of passengers

codesharing + codesharing +
alliance joint venture

continental

all included

pa

mainly primary

medium

Turkish Airways

Virgin Atlantic

Iberia
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-point

Network System
Target Group
Forms of Cooperation

Geographical Operation

Services

Clustering in Airline Business Models

multi-hub

hub-and-spoke
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Network System
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Services
Types of Airports

Competitive Situation

Connections
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Network System

Target Group

Forms of Cooperation

Geographical Operation

Services

Types of Airports

Competitive Situation

Connections

Bonus Program

——Finnair TAP

Clustering in Airline B

hub-and-spoke &
point-to-point

point-to-point hub- poke multi-hub

mainly leisure leisure an mainly business all kind of PMyssengers

codeshgring +

+ : sha +
no codesharing codeRgapng codesharing joint vegture +
allia S joint venture
ahces
regional continental

all included

mainly secondary

no

no

——Avianca

South African Airways

——Air New Zealand

——Aeroflot
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Network System

Target Group

Forms of Cooperation

Geographical Operation

Services

Types of Airports

Competitive Situation

Connections

Bonus Program

British Airways Emirates

hub-and-spoke &

point-to-point point-to-point hub-andegpoke multi-hub
mainly leisure leisure and business mainly business all kind oFpissengers
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|
mainly secondary both maiphphmary
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Network System

Clustering in Airline Business Models

Target Group

Forms of Cooperation

Geographical Operation

Services

Unfed Arines ==(ufhansa —CahayPacfic —AirChna =ChinaSouthem — Ameran Aifnes =DetaAiings ==AiFrinee ==Qalyr —CQanlas =KLl

Types of Airports

Competitive Situation

Connections

Bonus Program
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Characteristics of future scenarios of airline business models

Business models

Elimination of
traditional supply
chains. Shipping of
materials rather than
finished products,
with production at or

near the point of use.

Businesses focus on
customer service.

Businesses and
governments are
data-driven. Holding
and sharing more
and more data,
combined with
predictive analytics
and Al to forecast
customer behavior.
Grand challenges
have evolved into
precision challenges.

Companies seek to
control data as the
platform of choice,
acting to preempt
external challengers
and seek a first-mov-
er advantage over
competitors.

Small, nimble compa-
nies fight to occupy
niches -organizations
are stripped back

to bare bones as
they look to become
zero-waste to reduce
reliance on foreign
nations. Rise of the
circular economy.
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Simplified representation of the Ryanair business model
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Representation of Lufthansa's business model
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Simplified representation of the Indigo business model

NO mcals NO baggagc
Wosent transfers
assignments \No connections
Limited with other
passenger airlines
service

Short-haul,
point-to-point routes
between medium-
sized cities and

secondary airports

I5-minute
gate turn-
arounds

Frequent,
reliable
departures

Limited use
of travel
agents

Lean, highly AU(OI’T\R(IC
High productive ground — ticketing
employee
compensation

Very low

and gate crews : :
ticket prices

Flexible
union

contracts High, aircraft

Employee
stock utilization

ownership
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Thanks for your ATTENTION!
Please ASK your questions!

Channel: t.me/KhalilallahMemarzadeh
@ cmail: Kh.Memarzadeh(@Gmail.com

Every take off is optional.
Every landing is mandatory.
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