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easydJet

easydet is one of the largest low-fare airlines in Europe, operating flights on nearly 400 routes,
mainly across Europe.

The air travel market is competitive and technological change can be rapid. Effective leadership,
attention to customer needs, and clear business objectives are just a few of the factors determining
whether a business can succeed in such an environment.

Following its establishment in 1995, easyJet expanded rapidly, as a result of rising consumer
demand for low-fare air travel. Its founder, Stelios Haji-loannou, was widely regarded as a true
entrepreneur. Stelios still personally owns nearly 40% of easyJet shares.

However, in recent times the mood in the easyJet boardroom must have been anything but relaxed.
In late 2008, easyJet announced a steep drop in profit. Some journalists suggested that easyJet
had grown too large, too fast and was suffering from diseconomies of scale.

There were also rumours of disagreement among the board of directors about the future direction
of the business. One area of disagreement seems to be a difference of opinion about whether to
close some existing routes to reduce costs, or whether to open new routes to gain more revenue.
In this industry, in the short term, it can be difficult to change the firm’s business plan. Airport
take-off and landing slots must be booked well in advance and may be hard to cancel without
breaking contracts. New routes, however, take time to open as they require careful negotiation
with the airports.

It has been suggested that easyJet will need to undertake considerable market research if it is to
return to its previous success.
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(a)

(b)

(c)

(d)
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Answer all questions.

easydet is a public limited company. State two characteristics of a public limited company.
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‘The air travel market is competitive’ (line 3). State two characteristics of a competitive
market.
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easyJet operates in the tertiary sector of the economy. Giving an example of each, identify
the other two sectors of economic activity.
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Outline two reasons why easyJet’s objectives may change over time.
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Analyse one reason why easydJet carries out market research.
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3 Analyse two factors which influence the demand for easyJet flights.
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4 Discuss how easydJet might be affected by technological change.
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5* ‘easydet announced a steep drop in profit’ (line 10).

Evaluate how easyJet’s stakeholders might be affected by a steep drop in profit.
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