https://doi.org/10.59865/abacj.2023.26

STRATEGIC RESPONSES FOR THE AIRLINE BUSINESS DURING
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Abstract

This research article proposes strategic responses for airline businesses during the
COVID-19 pandemic. Using a documentary method to review published academic journals
and grey literature available in the online public domain, documents related to strategic
responses from past crises in the airline industry were gathered and examined using content
analysis. Well-recognized management consultant publications, and interview clips from
airline management were also reviewed to extract lessons learned for formulating strategic
responses to the COVID-19 crisis. This study found that government support, technological
adoption, passenger-based collaboration, and airline management strategies are keywords
underlying airline businesses’ strategic responses to withstand COVID-19. Managerial
implications for airline management and industry stakeholders are presented at the end of the
article.
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1. INTRODUCTION

The COVID-19 pandemic has caused
several important changes in human behavior,
consumer behavior, and service. The airline
industry has experienced meteoric and severe
impacts in light of the pandemic (Budd et al.,
2020; McKinsey & Company, 2022; Ou &
Wong, 2021; Sun et al., 2021). The outbreak
of the virus affected every aspect of the global
aviation industry. Impacts included flight
suspension, flight path restrictions, airline
cancellations, cost reduction, and reductions
in the number of airline employees, all of
which have severely impacted the airline

business (Deveci et al., 2022; Fontanet-Pérez
et al., 2022; Kim & Sohn, 2022; Migdadi,
2022; Pascual & Cain, 2022; Wang et al.,
2023). For example, 18 European-registered
airlines, such as LOT Polish Airlines, CSA
Czech Airlines, and SWISS, were required to
stop servicing passengers altogether during
the pandemic (Budd et al., 2020).

The novel coronavirus outbreak, or
COVID-19 pandemic, which emerged in
Wuhan, China, is of great global concern
(Gossling, 2020; Sun et al., 2021). In response
to the intensification of the outbreak,
governments worldwide began expeditious
imposition of travel bans to prevent the spread
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of the disease and protect national health
security, including implementing measures to
shut down cities or even the entire country
(Abate et al., 2020; Deveci et al., 2022; Suk
& Kim, 2021; Zhang & Zhang, 2021). These
response measures resulted in the aviation
industry, particularly global commercial
airlines, suspending approximately 60% of
their flights, placing the industry in a dire
situation (Albers & Rundshagen, 2020). In
this regard, the industry experienced far-
reaching changes, such as flight cancellations,
route restrictions, airline bankruptcy, cost
reductions, reductions in the number of
employees, and passenger travel restrictions
(Dube et al., 2021; Fontanect-Pérez et al.,
2022; Kim & Sohn, 2022; Vinod, 2022).
Adapting to this severe crisis to ensure
business survival requires the airline industry
to ensure business survival by exploring and
employing strategic responses. The airline
industry has experienced several past crises
(Figure 1), such as the Asian financial crisis,
the 9/11 attacks, the outbreak of severe acute
respiratory syndrome (SARS), and the global
recession. Therefore, COVID-19 is not the
first crisis the airline business has faced
( Dube et al., 2001; Cento, 2008; International
Civil Aviation Organization, 2020). There-
fore, studying lessons from past crises seems
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to be an established solution for devising
strategies and responses to adapt to such an
unexpected eventuality as the COVID-19
pandemic.

Nevertheless, studies related to review-
ing strategic responses for the airline business
from past crises are fragmented. Additionally,
none of these studies attempt to comprehen-
sively review responses from past crises and
propose lessons learned to guide the indus-
try’s response to the current pandemic.
Consequently, this research article extracts
lessons from past crises to propose strategic
responses that airline businesses should take
in light of the COVID-19 pandemic. Using a
documentary research approach, strategic
responses suggested by published academic
articles and grey literature available in the
public domain, such as well-recognized
management consultant publications, and
interview clips from airline management,
were gathered to propose strategic responses
for airlines during COVID-19.

This research paper is organized as
follows: The next section provides an over-
view of past crises in the airline industry,
namely, the Asian crisis, the 9/11 attacks, the
SARS outbreak, and the global recession.
Section 3 describes the research methodol-
ogy, including data collection, data analysis,
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and secondary data sources. Section 4 shows
the results and presents a discussion derived
from documentary evidence. Finally, Section
5 presents the conclusion of the study and its
managerial implications for the airline indus-

try.

2. AN OVERVIEW OF PAST CRISES IN
THE AIRLINE INDUSTRY

2.1 Asian Financial Crisis

After deregulation in Southeast Asia,
which was the central hub for aviation, the
airline sector enjoyed an expansion of
demand for international air transportation
(Chutiphongdech, 2019). However, the eco-
nomic crisis of July 1997 caused regional
airline businesses to face bankruptcy and
closure due to the ensuing economic stagfla-
tion (Sadi & Henderson, 2000). This currency
crisis started with a sequence of events in
Thailand in mid-1997 and spread rapidly
throughout the region. Many businesses,
especially those in the airline industry, were
affected by the impact of the Asian financial
crisis when the economies of many countries
in the region were adversely affected by
currencies with reduced value. When regional
currencies fell sharply in value, disposable
incomes subsequently contracted (Chin et al.,
1999; Rimmer, 2000).

The Asian financial crisis caused
decreased passenger traffic from corporate
and leisure travelers (Doganis, 2005).
According to Singh & Yip (2000), the
International Air Transport Association
(IATA) reported that airline businesses,
especially in Indonesia, Malaysia, the Philip-
pines, and Thailand, were severely impacted
by the regional crisis, which also affected the
performance of other Asian airlines. Since
the Asia Pacific airline industry contributed
approximately 50% to the global aviation
industry in 2010, such crises severely im-
pacted global aviation performance (Chin et
al., 1999; Rimmer, 2000; Sadi & Henderson,
2000; (Chin et al., 1999; Rimmer, 2000; Sadi
& Henderson, 2000; Wang, 2013).
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2.2 9/11 Terror Attacks

The airline industry was the main busi-
ness affected by the 9/11 terrorist attacks.
Following September 11, 2001, many airlines
worldwide experienced a financial crisis (Ito
& Lee, 2005; Nolan et al., 2004; Wang, 2013).
The attacks made passengers fearful and
depressed, directly affecting the reliability of
air travel. The 9/11 tragedy impacted cus-
tomer experience and passenger confidence in
airline operations (Hunter & Lambert, 2016).
Furthermore, since reliability in terms of
safety is a determinant of the demand for air
transport, it impacts the interests of tourists or
people who wish to travel by air transport
(Chuti-phongdech, 2019; O’Connor, 2001).

Besides its negative impact on passen-
gers’ psyches, the 9/11 terror attacks also had
a huge negative impact on many airlines
globally. All major airlines were impacted
because of reduced trust and lower passenger
volumes (Gillen & Lall, 2003). In addition,
some airlines faced bankruptcy, especially in
the US aviation industry, which was dispro-
portionately affected (Blunk et al., 2006; Ito &
Lee, 2005; Kim & Gu, 2004). The empirical
analysis from Ito and Lee (2005) and Wang
(2013) reported that the 9/11 terror attacks
resulted in decreased demand for air transport
of more than 30% for international airlines,
while there was a demand shock of more than
90% in the case of the US airline industry.

2.3 SARS

Compared to other epidemics, the impact
of the SARS epidemic on China in 2002 was
revealed as having devastating effects on
neighboring Southeast Asian countries and
economies (Figure 2). This outbreak destabi-
lized consumer confidence in airlines, which
spread globally (Bowen & Laroe, 2006).
Through international travel, the crisis re-
sulted in a 33% reduction in global passenger
traffic. IATA (2020) reported that SARS had
been a serious epidemic impacting traffic
volume during the period. In May 2003, SARS
reached the height of its outbreak, with Asia-
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Pacific airlines’ monthly revenues per kilome-
ter (RPKs) at 35% lower than their pre-crisis
levels due to the loss of confidence and fears
of global spread impacting both business and
leisure passengers. It was expected that the
epidemic would have exhausted $61 billion of
the aviation industry’s reserves. The damage
was then doubled, to $120 billion, impacting
the industry’s total global debt of $ 550 billion
(Bowen & Laroe, 2006; International Air
Transport Association, 2020).

2.4 World Recession
After the previous crises, the airline in-

dustry faced a global recession, which was an
immediate outcome of the attacks (Nolan et

al., 2004). The impact of the world recession
drove industry revenues down to US$501
billion from US$536 billion, mainly due to
the impact on North American airlines and
expected massive industry losses (Pearce,
2012). The highest record in 2008 was
US$3.9 billion, passenger traffic dropped by
5%, while the last drop in 2001 was 6%. Oil
prices in 2009 were US$60 per barrel, which
is US$3.9 billion lower than in 2008. It also
affected other regions; for example, the losses
recorded by the Asia Pacific region more than
doubled from US$500 million in 2008 to
US$1 billion in 2009. Losses for European
carriers increased tenfold to US$1 billion,
putting the leading European economy in
recession (Clark, 2016; Doganis, 2005).
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Middle Eastern airlines doubled their
losses to $200 million, regional growth
slowed significantly in the economic crisis,
and African airlines lost $300 million. The
severity of the economic crisis overshadowed
profits. According to Pearce (2012), IATA
reported that 230 airlines, constituting 93% of
international air traffic, announced that the
global flight industry recorded losses of
US$5.2 billion, leaving airlines struggling to
survive the global recession. Despite the
improvement in oil prices, the average price
remained at US$113 per barrel or US$40. As
a result, airlines were forced to cease their
traditional mode of operations to cut their
non-fuel costs by 18% (Clark, 2016; Franke
& John, 2011; Pearce, 2012).

3. RESEARCH METHOD

This study used a documentary research
approach to answer the research question as
such an approach can help in systematically
obtaining sources of information related to
past historical evidence. Documentary re-
search is qualitative research that applies grey
literature, utilizing secondary sources of
various forms apart from academic journal
articles (Bowen, 2009; McCulloch, 2004;
Mogalakwe, 2006; Tillett & Newbold, 2006).
Grey literature refers to unpublished and non-
commercial documents created outside cer-
tain publications, such as reports, government
documents, videos, and theses (Pappas &
Williams, 2011). Furthermore, although grey
literature does not go through the peer-review
process, the multiple embedded cases of data
triangulation and the data saturation process
increase the validity and reliability of the data
prior to data analysis (Carter, 2014; Decrop,
1999; Pappas & Williams, 2011; Saunders et
al., 2018).

Table 1 Research Method

Strategic Responses for the Airline Business
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The secondary data used in this research
included both published academic papers and
grey literature available in the public domain.
The academic papers were all indexed in
Scopus, a database of reliable sources offering
citation analysis tools and providing access
to scientific journals (Chutiphongdech &
Kampitak, 2022). Additionally, grey litera-
ture available in the public domain, such as
well-recognized consultant company publica-
tions and interview clips from airline manage-
ment, were gathered during the data analysis
using content analysis. Content analysis is
used as an analytical tool to process data.
Regarding Harwood and Garry (2003), con-
tent analysis is a process used to analyze qua-
litative data, emphasizing the interpretation
and understanding of data to groups by coding
keywords and sub-keywords to analyze the
results.

The research method (Table 1) and pro-
cedure (Figure 4) can be summarized as fol-
lows:

- Collect secondary data, including aca-
demic journal articles indexed in the
Scopus database; well-recognized man-
agement-consultant publications, such
as McKinsey, KPMG, Deloitte, and
BCG; and interview clips from airline
management available in the online
public domain and relating to past
crises, including the Asian financial
crisis, the 9/11 attacks, the SARS
epidemic, and the global recession.

- Analyze and transcribe the data using
content analysis by categorizing key-
words and sub-keywords from the
collected information.

- Check the data saturation from the
coded keywords to ensure the validity
and reliability of the data, and then
prepare the findings and discussion.

Research . Data
Methodology Types of Data Data Collection Analysis
Qualitative Secondary data 1) Published academic articles Content

methodology 2) Consultant company publications analysis

3) Interview clips from airline management
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Research Trigngulation
Question
Published Academic
Articles
Research (Asian Crisis, 9/11, SARS,
Objective ‘World Recession)
l Output
Consultant company Strategic
Literature Research | Documentary publications Conten_l‘ Resp?n§es
Review Design Research (Asian Crisis, 9/11, SARS, Analysis for Alll'llne
World Recession) Business

Interview clips from airline

(Asian Crisis, 9/11, SARS,

management

World Recession)

Figure 4 Research Procedure

4. STRATEGIC RESPONSES FOR THE
AIRLINE BUSINESS DURING COVID-
19

Using data triangulation, the documen-
tary research shed light on four main key-
words aligned with the data saturation princi-
ple. In this regard, government support,
technological adoption, passenger collabora-
tion, and airline management strategies, were
the most common domains respectively found
in the content analysis process.

4.1 Government Support

Governments can render support by
providing bailouts for airlines to achieve more
flexible mobility and prevent financial prob-
lems. This measure corresponds to what is
suggested in recent publications on the strate-
gic response for airlines during COVID-19 by
Abate et al. (2020), Albers and Rundshagen
(2020), Nhamo et al. (2020), and Zhang and
Zhang (2021).

In addition to direct payments, fee
waivers or deferrals, including tax exemp-
tions, should be provided in some cases. Fur-
thermore, the airlines should be developed,
improved, and appropriately managed when
they receive government funding, guided by
government-backed treasury management in
terms of economic recovery. For example,
European governments support the airline

industry via “EUROCONTROL,” announced
to cancel air traffic control fees of around 1.1
billion euros. Also, American airlines planned
to apply for US$12 billion in US government
subsidies, postpone capital expenditures for
airport lounges and cut unnecessary expenses
(Budd et al., 2021; Dube et al., 2021).

It has also been suggested that taxation
should be exempted or reduced during crises,
like the prevailing situation of COVID-19,
and that the government should render
assistance. Therefore, the concept of tax man-
agement by the government is very important
for airlines to adapt effectively.

4.2 Technological Adoption

The COVID-19 pandemic accelerated
the trend toward digital transformation in the
airline industry. Technological support has
been used to preserve passenger confidence in
air transport during many past crises. Within
the context of COVID-19, it can be used to
improve user safety, ensure hygiene and
restrict the spread of the pandemic; for
example, using cleaning robots for contactless
self-check-in and HEPA filters to control the
spread of the epidemic. Some governments
established national transport government
agencies and used technology to make air-
ports more secure after the 9/11 attacks
(Hunter & Lambert, 2016).

This keyword aligned with what was



studied by Amankwah-Amoah et al. (2021)
and Shiwakoti et al. (2022). They reported on
the innovative measures taken during this
recent pandemic in the global airline industry,
such as disinfecting aircraft with ultraviolet
light, touchless technologies at airports, inno-
vative masks and gloves, and biometric
check-in. Significant technological advance-
ments can help reduce the impact of the pan-
demic by servicing consumers so that they can
have more convenient, and secure experi-
ences and reducing the cost of flight opera-
tions.

4.3 Passenger-based Collaboration

Passenger-based collaboration is crucial
for airline protocol implementation during a
crisis. During a crisis, passengers are asked to
comply with many recommendations, which
can sometimes prove challenging to them. For
example, they may be required to show an
identity document, evidence of COVID-19
testing or vaccination before travel, maintain
a social distance onboard, or wear face masks
during the flight. Moreover, airlines may limit
passenger movement during the flight to meet
their social distancing rules. Therefore,
clearly explaining regulations to passengers
to gain mutual understanding is sometimes
necessary for smooth flight operations and is
also a strategy that fosters customer satisfac-
tion. Passenger-based collaboration as a stra-
tegic response is supported by many recent
publications, such as Monmousseau et al.
(2020), Zhang et al. (2021), Zhang & Zhang
(2021), and Wang et al. (2023).

Collaboration from all passengers can
assist in the survival of the airline industry,
and it can also benefit passengers. Further-
more, it can help prevent the continued spread
of the novel coronavirus and keep passengers
and airlines safe during the pandemic.

4.4 Airline Management Strategy

Airline strategy has played a critical role
in business survival in past crises, and the
lessons learned from these crises revealed that
revenue streaming from other businesses,

Strategic Responses for the Airline Business
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such as additional cargo operations and
suspending conventional commercial flights,
are promising strategies. This is similar to
recommendations from Albers and Rund-
shagen (2020), Budd et al. (2020), Deveci et
al. (2022), Gossling (2020), Suk and Kim
(2021), and Scheiwiller and Zizka (2021)
regarding COVID-19 related studies on
airline business operations.

Regarding cargo operations, from the be-
ginning of the pandemic, few airlines started
new cargo routes transporting commodities
and pharmaceuticals. Currently, most airlines
operate only cargo routes and are increasing
these routes because it is the safest option.
Airlines such as Lufthansa have supplied
cargo options to retain their flying status by
continuing to fly international routes, exclud-
ing China (Hatty & Hollmeier, 2003). While
airlines had to respond to the crisis in terms of
flight operations, most airlines chose to sus-
pend flights. Notably, scheduled international
flights were suspended in some countries. For
example, Qantas Group suspended approxi-
mately 150 aircraft, while flight schedules
were reduced in other cases. Due to decreased
passenger numbers, it was necessary to cancel
previously scheduled flights in order to cut
fuel costs and other expenses. For example,
Air France suspended all A380 flights for two
months (Budd et al., 2021).

Apart from business operation strategies,
some attention was paid to passenger benefits.
Due to flight suspensions, extensions of the
expiration dates of reward points were
applied. In addition, airlines provided cus-
tomer cards offering reward redemption
incentives at lower points. Therefore, loyalty
programs have become an increasingly im-
portant financial and marketing asset for
airlines. These findings regarding past crises
align with Pascual and Cain’s (2022) find-
ings, which reported that loyalty programs
were a key element in the COVID-19 re-
sponse.

Another sub-keyword derived from the
analysis was “airline personnel strategy.”
Some mitigating measures related to reducing
employment were implemented as a quick-
win strategy. Considering past crises, airlines
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were required to adapt to these situations to
cut unnecessary costs by reducing salaries and
staff schedules to reduce work hours. Addi-
tionally, they offered their employees volun-
tary leave to reduce their working hours and
remuneration by up to 25%-50% lower than
normal. Airlines also offered 90 days of vaca-
tion for employees and allowed more employ-
ees to work from home. These response
measures correspond to studies by Albers and
Rundshagen (2020), Budd et al. (2020), and
Sobieralski (2020).

5. CONCLUSION AND MANAGERIAL
IMPLICATIONS

The COVID-19 pandemic is changing
the airline business landscape. Notably, 60%
of the world’s commercial airlines have been
grounded. In addition, each airline executes
different strategies in response to government
policies aiming to prevent the spread of the
pandemic, such as lockdowns. Such conse-
quences incur massive financial losses for
airlines, shocking the industry. However,
COVID-19 is not the first crisis faced by the
airline industry. In the past, the airline busi-
ness has been disrupted by natural and
human-induced crises, such as the Asian
financial crisis, the SARS epidemic, the 9/11
terror attacks, and the global recession.
Notwithstanding the diverse crises that have
impacted the airline business, no recent study
has extracted lessons learned to propose
strategic responses to the current COVID-19
crisis.

This study seeks to answer the research
question and fill the research gap in the
literature by using a documentary research
approach to collect strategic responses from
past crises. Academic journals, well-recog-
nized management consultant publications,
and interview clips from airline management
available in the online public domain, were
analyzed to draw lessons learned for formu-
lating strategic responses to the COVID-19
situation. After the content analysis process, it
was found that government support, techno-
logical adoption, passenger-based collabora-
tion, and airline management strategies, were

the most common themes in the dataset.

It is implied that government support
assists airlines in financially surviving the
COVID-19 pandemic. The airline business
has been maintained in past responses in times
of need through seeking governmental sup-
port, including in policies related to bailouts,
fee waivers, tax exemptions, and deferrals.
Airlines should also take advantage of techno-
logical advancements that help them to
control the cost of flight operations and assist
passengers. Before establishing stringent con-
trol and inspection measures, airlines should
arrange clear guidelines that seek passenger-
based collaboration since these measures
impact customer satisfaction. Moreover, air-
line management should consider strategies
that cover additional revenue streaming from
non-commercial flight operations, such as the
cargo business. Lastly, airlines should pay
attention to remaining marketing relationship
strategies to retain passengers, such as
frequent flyer programs. Additionally,
personnel-related  strategies should be
considered a quick win for cost reduction and
maintaining corporate cash flow.

The limitations of the study should be
addressed. Evidently, strategic responses for
the airline business during COVID-19,
extracted from grey literature, are lessons
learned from past crises. However, some may
not apply to the current crisis, especially those
pertaining to specific matters. Therefore, fur-
ther studies should be conducted to carefully
observe and specify each type of management
problem during each crisis. Moreover, con-
ducting studies related to gaining insight into
recent information from airline expert panels
whose airline businesses survived the crisis
would benefit the industry.
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