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Primera is the latest to fail after 
moving into long-haul markets. 
Can anyone make the 
transition successfully?
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A topic that’s more relevant than ever  
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Low-cost short-haul: the world’s most consistently 
profitable airline business model
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#skiftcall 

Not the Only Way to Make Money in the Airline Industry, But…

Among 74 airlines in our 
profitability ranking, 
low-cost airlines appear 
disproportionately toward 
the top of the list.

What do these successful 
low-cost airlines have in 
common? Only one of them 
(Cebu Pacific of the Philippines) 
has ANY widebody (twin-aisle) 
aircraft at all!
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Who wasn’t on that list?

#skiftcall 

(Second from the bottom in 
the world, among the 74 
airlines, with a negative 8% 
operating profit margin.)
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Low-cost long-haul isn’t a new concept

#skiftcall 

1970s 1980s 1990s 2000s

What do these historical airlines have in common?

They’re all… well… history.
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More recent trends
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Short-haul LCCs creating long-haul units

Long-haul legacy airlines creating low-cost long-haul units
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Who might try next?
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And who was nowhere on those lists of airlines that 
are doing it or might try it?
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So what’s going on? Why does the low-cost model – so 
successful with short-haul flying – have such a poor record 
with long-haul?

Think back to what made Southwest the most successful airline in the history of the world. 
Among many other things:

#skiftcall 

✓ Quick aircraft turnaround times – the airplane 
doesn’t make money on the ground!

✓ Alternative airports with lower costs: Fort 
Lauderdale, not Miami

(Its fares were lower too, but it had such massive cost 
advantages that it could produce big profits anyway.)



11

Some of the most important cost advantages of all for 
low-cost airlines, like the quick turn times and lower airport 
costs, are actually on the ground, not in the air.

#skiftcall 

✓ These advantages really add up when 
an airplane is on the ground five, six, 
maybe even seven times per day, as at 
Southwest or Ryanair

✓ They’re less important when a plane is 
on the ground only twice per day

✓ In other words, they’re not the primary 
cost drivers for long-haul flying
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The most important costs on long-haul flights are 
1) fuel and  2) aircraft ownership. So:

#skiftcall 

“Unless you get very cheap 
fuel or very cheap aircraft, it’s 
going to be hard to 
differentiate your costs from 
Lufthansa or Air France.”

-Former Ryanair CFO Howard Millar,  .
 as quoted in Airline Weekly
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Meanwhile, legacy airlines have massive revenue advantages 
in long-haul markets

#skiftcall 

✓ Premium cabins
✓ Corporate travel contracts
✓ Lounges and premium ground services
✓ Loyalty programs
✓ Robust connecting networks

And low-cost carriers tend to rely on 
stimulating discretionary traffic, which is 
harder to do with long-haul. (Lots of people 
will hop on an unplanned two-hour flight 
just because it’s cheap. An eight-hour 
flight? Fewer people.)
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There’s one sure way for an airline to drive down long-haul 
unit costs (i.e., the cost of carrying one seat one mile): 
Add seats to the plane!  

Indeed, low-cost long-haul airlines have done this.
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Courtesy Norwegian
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But legacy airlines have 
done this too. Low-cost 
airlines have no 
structural advantage in 
this area. 

#skiftcall 

B777-300ER

(Data and illustration courtesy TripAdvisor/SeatGuru)  

Before:
349 seats

After:
458 seats!
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What about new aircraft technology? 
A competitive advantage?

Airline Weekly: Low-cost 
long-haul is an unproven 
business model with a 
spotty record…. Why will 
Norwegian succeed?

Bjørn Kjos: If you look at shorthaul, nobody was successful running a low-cost 
operation before the arrival of A320s and B737s. Those models paved the way 
for the successful launch of short-haul LCCs. You will see the next thing now is 
the launch of the Dreamliners. We have done a lot of calculations, and this is 
the first time, actually, when you have the tool to perform the same thing on 
the long-haul as you’ve seen on the short-haul…. You need a tool like the B787, 
which will be a game changer.
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In short-haul markets, low-cost airlines have massive 
cost advantages and only modest revenue 
disadvantages.

In long-haul markets, low-cost airlines have modest 
cost advantages and massive revenue 
disadvantages.
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A couple of possible exceptions to the dismal 
record of low-cost long-haul:
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Note: We’re not talking in this discussion about integrated tour operators with airline units, 
such as Transat in Canada or TUI in Europe, which can profit even if the airline unit isn’t 
profiting because of cross-subsidies from other business units.
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Q&A
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Start a free trial for the newsletter here:

 airlineweekly.com/free-trial/

https://airlineweekly.com/free-trial/

