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Aviation is a driver of the economyé 

Air carriers in Europe: 

 
üGenerate around 4.5 million jobs 

 

üContribute ú 275 bn to the European GDP(1,3%) 

 

üFly more than 650 million passengers each year 

 

üAre a key promoter of tourism ( 28% of European tourists travel by air) 

 

üCarry about 40% of merchandise value in and out of Europe 

 

 
(Source: AEA Jan. 2011) 

 



35 member airlines 

11,100 flights a day 

650 destinations in 167 countries 

380 million passengers 

6,2 million tonnes of cargo 

405,000 employees 

2800 aircraft 

Total turnover of ú86 billion 

 

  

The Association of European Airlines 



Source: AEA research, RB8 economic collection, airline financial statements  
Index is based on Unit Cost per Pax 
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Target Margin 
8-10% 

Internal Costs 
incl. Labour  

Labour Costs  

Far too low margins due to increasing external costs 



Passenger 

Traffic (RPK) 

2009 2010 2011F 

Yields  
(Rev/RPK) 

EBIT 

-4.4% +2.6% +5.0% 

-16.5% 

% growth 

% growth 

% growth 

EUR bn 

+8.3% +5.0% 

-14.5% +8.1% +4.0% 

-3.5 0.5 2.0 

Freight 

Traffic  
(TFTK) 

AEA results improve but no room for complacency 



AEA has identified two distinct different markets 

¤AEA carriers are benefitting 

from upswing and 

expansion in other parts of 

the world: 

č Upturn in (premium) 

passenger and cargo 

on bouyant trade 

volumes 

č Improved yields & 

profitability 

Long haul = 

Cyclical Recovery 

Short haul = 

Structural Challenge 

¤AEA carriers face major challenges 

in Europe: 

 Ď fragile economic growth, 

austerity measures, high 

unemployment, industrial 

production lag 

 Ď intense competition, low yields 

 Ď  negative industry perception 

from public and politicians 
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European Yields are in structural decline 



Europe deeply affected by 2009 crisis 
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Timeline of crises since 1961 (GDP Growth)

1973-75

Oil crisis

1979-80

Oil crisis

1981-83

Economic 

crisis

1990-92

Economic 

crisis

1997-98

Asian 

Financial 

crisis

2001-03

9/11

Economic 

crisis

2008-?

World recession =

GDP growth below 3%



Europe facing debt crisis 

Source: AEA research, EC database  
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Network carriers deliver connectivity & reliability 

Point-to-Point (LCC) 

 

Connections 

served: 5 

Network Type (AEA) 

 

Connections 

served: 55 

AEA members create connectivity due to 

flexible NETWORK operations 

Fleet Size 256  224  

Connections served in 

Europe 
6,000  1,000  

Avg Weekly Frequency 

in Europe 
10  4.6  

Countries served 

outside Europe 
65  1  

AEA: 

Q 68% RPK of European 

Airlines 

Q 2.2 million jobs (*) 

Q Connects 295 locations 

within EU with 352 

destinations in other part 

of the world.  

Source: AEA Research, ICAO 

(*) including direct, indirect & induced jobs 



 Distinctions are eroding between business models 

LCC characteristics 

Network characteristics 

Å Some LCCs are highlighting 

connectivity possibilities 

Å Introduction of dedicated 

premium product elements 

Å Increasing services to primary 

airports. 

Å  Stand-alone ops, one way 

pricing enabling self 

connections as option in 

selected markets  

Å Unbundling: credit card 

charges, seat selection, travel 

insurance, etc. 

Å Increasing activity in the low 

cost market 

 

Airline groups, niche 

carriers and main LCC 

operators highly 

competitive 



No structural recovery in business travel  



Diversified Revenue Sources for Airports 
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AEA airlinesô internal cost cutting continues  



Established carriers are major exporters and create 

employment  

Network carriers export value is 

underestimated 

QAEA airlines generate annual sales of ú25 

billion outside the EU; 

QAir transport enables international 

tourism spending of ú300 billion per year in 

Europe; 

Qú650 billion of goods trade value is 

carried in and out of Europe by air. 

Network carriers have a wider 

economic impact 

QEU network carriers generate 4 times 

more European jobs than inbound 3rd 

country network carriers. 



On long-haul : yields are recovering  
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But only a few European airlines are firmly established 

in long-haul markets   
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AEA Airlines' EBIT Margins (%) in 2010 

Source: AEA, 22 AEA member airlines, RB22 9M-2010  

= Large Airlines (with Revenues over EUR 5bn)    

= Medium Airlines (with Revenues EUR 1bn --> 5bn) 

= Small Airlines (with Revenues EUR 0 --> 1bn) 
EBIT Margin (%) 
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Growth opportunities in Eastern Europe 

Air Passengers  

per Inhabitant (2010) 

Slovakia 0.30 

Romania 0.34 

Poland 0.37 

Slovenia 0.41 

Lithuania 0.46 

Hungary 0.62 

Bulgaria 0.65 

Estonia 0.84 

Czech Republic 0.88 

Croatia 1.00 

Latvia 1.40 

EU-15 2.51 
Source: AEA Research based on Eurostat, CIA 



EU Membersô economic indicators 2010 

show good perspectives for growth 

Rank 

by 

GDP 

GDP per capita 

(US$) 

GDP growth % 

2007-2010 

EU27 30,388 +3.6 

Slovenia 21 28,030 +10.9 

Czech Republic 16 24,869 +0.8 

Slovakia 19 22,128 +15.4 

Poland 7 18,936 -3.4 

Hungary 18 18,738 -9.5 

Estonia 26 18,518 -7.9 

Lithuania 23 17,185 +1.9 

Latvia 24 14,460 -16.7 

Bulgaria 22 12,851 +20.4 

Romania 17 11,860 +11.2 



International niche strategy for a carrier such as 

LOT Polish Airlines 

     Alliance membership 

V Group purchasing and sales synergies 

V STAR-Reputation for quality 

V Strategic stability 

V Resolution of ñhub dilemmaò 

V Quality/image 

V Network synergy 

V Growth perspective 

 

Eastern Europe expertise 

V Route network stability 

V Sales lead for Lufthansa Group in several Eastern European 

markets 

V LOT offers European network served out of a single hub ï over 

100 destinations available 

 

Quality brand 

High service standards on board 

 



Trend: further growth for Gulf carriers ð but not justified 

by GDP growth  
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Hub functions of Europe are shifting to Middle East ï 

problem for European hubs, not necessarily airlines 
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ME carrier strategy: GROWTH whatever the demand? 



Economically, the issue is: is aviation being promoted as 

backbone for economic recovery? 

Asia-
Pacific 

$bn 10.0 
+6.4% 

Middle 
East  

$bn 0.9 
+ 14.6%  

 
   

Africa 
$bn .01 
+6.5% 

 
 

Europe 
$bn 1.9 
+3.9% 

 
 

North 
America 
$bn 1.2 
+ 4.0% 

 

Latin 
America 

$bn 0.9 
+ 6.0% 

 

US$ bn = Net Profits 2011 forecast 
% growth = Traffic (TKP, Tonne-Kms Performed) 2011/2010 
Source : IATA Forecast June 2011 



If not, financial means are diverted for other 

purposes, and aviation cannot play its roles 

Source: AEA research, EU publications 

Petroleum Refining

Chemicals
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Airlines

Profitability vs. charges by sector 
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EBIT Margin Annual  charges 

ETS Country 
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European Air Transport: 

Q ú 275 billion GDP Aviation 

contribution 

Q 4.5 million total jobs (*) 

Q 3.3 million jobs in tourism 

contributing ú165 billion 

to GDP 

The issue is not  competition between airlines, but 

the role of aviation for Europe 

Source: Oxford Economics, Eurostat  (SBS) 

(*) including direct, indirect & induced jobs 
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Governments 
ignore role of 

aviation 

SES 2 must 
not stall! 

EU 
environment 
policy costly, 
distortive and 

ineffective 

DBC 
legislation 

inappropriate 
Security not 
harmonized 
and funding 
not public 

EASA not yet 
safety focused 

Subsidies 
granted to 

non-EU 
airlines 

No Trade 
Instruments 
άǿƛǘƘ ǘŜŜǘƘέ 

LOT and AEA are addressing external cost factors 



The future: 



Clear Priorities: 



Priority Nr 1: 


