Imbalances in awatlon value chain

qu-cost carriers (LCCs) in sample performed better than network carriers
pre-Covid-19, but worse during the pandemic. (Network versus low cost carrier

Compiled by B.K. SIDHU
bksidhu@thestar.com.my

THE aviation value chain was negatively

. impacted by the Covid-19 pandemic and air-

lines fared the worst. Although the tide is

gradually changing, more needs to be done

by the sector for sustainable profitability.
With lockdowns and travel restrictions, all

sectors making up the aviation value chain

suffered significant losses in 2020 and 2021

except for air cargo carriers and freight for-

~ warders who saw yield rises given undersup-
- plyand sustained demand.

*' Airlines recorded the largest economic
losses with US$175bil (RM770bil) in 2020 and
US$104bil (RM458bil) in 2021.

Even before the pandemic, airlines were
the only value chain sector where investors
did not get a return above the cost of capital
over.a prolonged period and profitability var-
ied widely among the sectors of the aviation

i value chain.

- This is revealed in the International Air

Transport Association and McKinsey & Co

study on proﬁtabi}ity
trends in the aviation Q
sector.

Customers remain 4
the biggest component r
of the entire value i
chain and delays are a { ,

significant source of
frustration for them.

The study says if
every part of the value chain can work
together, it can improve reliability and com-
fort throughout the journey and demand
could rise. :

This can be done through greater data and
insights sharing across the value chain, tack-
ling inefficiencies to-enhanee performance,
working together on decarbonisation and
infusing robustness to create more diverse
revenue streams while paying attention to
Costs.

“The changing customer demancls has led
airline business models to become more
hybrid though few are still “pure” low-cost or
network carriers, it adds.
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Breakdown of airline gross bookings by channel, global, share of bookings,
percentage and USS bil
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Airlines do not own the full end-to-end customer journey — cooperation 20
required to optimize customer experience 15 i s :
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lllustrative flow of revenues within the aviation value chain (Indicative revenue fiows within the

aviation sector, 2019, USS$ bil)
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