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BIRD’S EYE VIEW

Opportunities

1. Decentralization of operations allows
the low-cost airline to adapt its
business model to changing
competitive dynamics in passenger
segments that could be
fundamentally different from the
legacy carriers’ customer portfolio.

2. If the rumors are true, the merger
with TUIfly would consolidate the
position of Germanwings as the
second largest LCC in the German
market after Air Berlin in terms of
market share.

3. The airline should now expand its
operations either by setting up an
international base or by
acquiring/merging with another low
cost player in Eastern or Southern
Europe.

4. Increased entrepreneurial activities
in the new EU member nations will
be a source for business and
economy travel.

5. It can enter into low cost medium-
haul segment in a strategic alliance
with Lufthansa without being in a
collision course.

6. Immense growth of business and
leisure passengers predicted in the
next five years.

7. Industry consolidation could offset
pressure on prices and reduce
competitive threats.

8. The low cost air travel has increased
the number of people traveling on
an airplane in lieu of other leisure
activities causing upward mobility in
the mode of travel (from bus, car &
train to low cost flights).

9. There is ample opportunity to
increase entertainment activities on-
board forming a source for
additional income.

10. The US-European ‘open skies’
agreement could be a source for
increased routes and inward
passenger traffic.

11. After Russia, Middle-East, Asia and
Africa can become a natural
sequence for expansion.

12. There is scope for the airline to
adopt a pure low cost model in
selected regions where the
passengers are price-sensitive and
have the option to choose a cheaper
mode of transport.

Threats

1. It being based in Germany, the
airline is exposed to competition
from the railways especially for its
local flights. High speed trains could
become direct competitive threats
in the near future.

2. Consolidating its position only
within the competitive intense
German market and expanding only
organically is not a safe option for
Germanwings in a maturing
European LCC market.

3. Heavy consolidation or a ‘bloodbath’
has been predicted in European LCC
market the near future making it
imperative for the airline to look
beyond the confines of the German
base.

4. Connecting flights could encroach or
overlap with the long haul routes of
its parent company in the future
affecting revenues and eventually
the relationship.

5. Cost competitive value creation
would reach their natural saturation
limits beyond which differentiation
will become difficult.

6. The competition from other modes
of transport could become more
intense in eastern European
markets where the passengers are
more price-driven and not value-
driven like their German
counterparts.

7. Technology advancement in the
conduct of business meetings like
video-conferencing can be
detrimental to Germanwings due to
its dependence on the business
customer.

8. Cost cutting tactics by strong
competitors can affect passenger
traffic on popular routes.

9. Currency fluctuations will affect
especially the us dollar
denominated costs like aircraft
purchase, fuel purchase etc.

10. Power of buyers is dominant in any
airline market, as they tend to shop
for the best bargains.

11. War threats and strife in general
have seen to affect business travel
and oil prices causing a fall in
demand for travel to the affected
regions.
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