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Abstract
Over the past five years, the South African airline industry has grown by more than 50 per cent. In 2001, the
domestic market comprised fewer than 7 million passengers, compared to almost 12 million in 2006 (Sobie,
2006). This increase in the market is mostly due to the rise of the black middle class, good economic growth, and
the advent of low-cost carriers since 2001. The demand for the air tickets of low-cost carriers has been
overwhelming and, consequently, the low-cost airline industry has managed to grab approximately 30 per cent of
the domestic airline market (Mtshali, 2007). The future prospects for this early growth industry look promising,
although it will be rife with competition, and a future shakeout is likely for the weakest players. Mango has recently
entered the industry with a unique business model. Their competitive advantage is that they claim to have the
lowest operating costs in the airline industry and can therefore offer the lowest prices in the market. They have
managed to cause the change in the traditional business models of major airlines hereby causing dissonance in
the industry.
Mango have had success upon entering the industry, mainly due to their large financial support. Customers in this
industry shop according to price, therefore it is of utmost importance that Mango remain efficient in their value
chain and focus on continuously improving the industry key success factors such as punctual and reliable service,
good prices, and safety records. Customers in this market are not necessarily brand loyal as there are not many
incentives to stay with one particular airline, therefore customers will base their decision on which airline to use
accord ing to the factors mentioned above.
Background

Flying is no longer the exclusive domain of high-income groups. This is largely due to the emergence of low-cost
airlines which has provided healthy competition in the market and driven down prices for air fares. Low-cost
airlines may typically offer lower air fares through lowering their operating costs relative to competitors. They may
achieve this by directing customers to purchase tickets online in order to avoid commission fees to agents;
making use of electronic tickets ; making use of less congested airfields in order to reduce turnaround times and
take advantage of lower landing fees; not providing 'free' meals / beverages on board; not making use of flyer
lounges and frequent flyer programmes; offering a single class as well as a single type of aircraft (to lower
maintenance costs); offering short-haul flights in order to maximise aircraft utilisation); and empowering staff to
perform dual roles (e.g. cabin crew to clean the plane as well as serve the customers). Traditional major airlines,
offering full-service features, have a higher operating cost structure compared to low-cost airlines and can
therefore not compete effectively on price alone with their low-cost counterparts. The problem is that, in certain
regions, the major airlines are realising that they need to become more cost-effective, as their customers are
becoming more value-conscious and can easily go without the extra services and frills offered on short-haul
flights.
Low-cost airlines have been operating since 1949 when Pacific SouthWest Airlines, a United States-based
carrier, took to the skies (Wikipedia). In 1966, another successful low-cost airline, Laker Airways, became the
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world's first long-haul low-cost, no-frills airline carrier (Wikipedia). Today there are many low-cost airlines in
operation (easyJet, Ryanair, JetBlue, SouthWest Airlines, etc.), some successful, and some not very successful,
but only time will tell whether their business strategy is truly sustainable. Not all these airlines will necessarily
follow exactly the same business model, but it is probably safe to say that activities that cost the most are
generally eliminated.
The aviation industry was rocked by problems during the period 2001 - 2003, mainly owing to the terrorist attacks
that took place on 11 September 2001 . Many people opted not to fly for fear of lack of safety, which resulted in
many of the major airlines recording profit losses or filing for bankruptcy. It is interesting to note that the only
United States (US) airline that did not record losses over this period was the low-cost SouthWest Airlines (Koenig,
2006). Owing to their lower operating cost structure, they were able to absorb the huge decreases in revenues
much more swiftly than their major airline counterparts.
According to the OAG, in 2007 the number of flights worldwide for July increased by 5 per cent year-on-year
(yoy), while the number of seats available on flights increased by 7 per cent yoy. Within this global figure, the lowcost sector showed an increase of 23 per cent yoy in terms of the number of flights and 27 per cent in terms of the
number of seats available on flights. The low cost sector for this month now accounts for 16 per cent of all flights
(up from 13 per cent a year ago) and 20 per cent of all seats (up from 16 per cent) (OAG, 2007).
While many propositions may be raised, it is broadly contended that a sound business strategy is at the very heart
of attaining a sustainable competitive advantage and consequently an above-industry-average bottom-line
performance (Thompson, Strickland & Gamble, 2007). It is thus the purpose of this Working Paper to explore
aspects of the low-cost airline industry in South Africa (SA) and the business strategy employed by the most
recent entrant to this highly competitive market, namely Mango.

The Low-cost Airline Industry in South Africa and the Launch of Mango
Before deregulation of the airline industry took place in 1991, South African Airways (SM) enjoyed a monopoly
unheard of today (95 per cent market share). This meant that SM did not need to put as much emphasis on
customer care and satisfaction . On the back of the deregulation in 1991, Trek Airways (already operating
overseas as Luxavia) took up the challenge on 16 October 1991 to become the first airline directly to challenge
SM by launching Flitestar (Dubois). Its strategy was aimed at customer care and superior onboard performance,
and, soon after the entry, Flitestar took 25 per cent of the domestic airline market and was carrying loads of 63
per cent (load factor refers to the percentage of seats occupied on a flight) (Dubois). Flitestar was not operating
your typical budget airline business model, but it was certainly less expensive in respect of prices.
In South Africa over the past five years the domestic airline market has grown by more than 50 per cent and
future growth is expected to remain in double-digit figures of 10 - 15 per cent through to 2010 (Sobie, 2006). This
is largely attributed to the growth in the South African economy and, secondly, to the appearance of low-cost
airlines which has lead to an increase in the number of people who are 'new fliers' (Hogg, 2006). More people are
choosing to fly to their destinations than in the past. Air transport used to be the primary domain of business
travellers, but more South African holiday travellers are opting to fly. Also, with the rise of the black middle class,
more people are shifting to air travel (Maposa, 2007). The South African airline market is far from saturated and
has huge potential for growth, particularly in the low-cost airline market (Mtshali, 2007).
The total market value of the airline industry in SA is approximately R10 billion, and, according to statistics shown
in 2006, the low-cost airlines have managed to take approximately 30 per cent (R3 billion) of this market (Flight,
2006). It is speculated that SM launched its own version of a low-cost carrier, Mango, in November 2006 in order

