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Abstract

This report is about Lucky Air China strategic concerns. Lucky Air intend to expand the operations as well as to change the website and make some changes on e-commerce. All these changes are coming with a lot of risk and due to this Lucky Air is looking for the right strategies that are going to help in what they want to do and to reduce as much as possible the losses and reduce the risk.
We are going to analyse Lucky Air situation, identify the situation and the problems. We are going to use the Effective Case Analysis model to develop new strategies, the Balance Scorecard model to define the key performance indicators that are going to help Lucky Air monitor new strategies implementation.
The present report will end with conclusions and recommendations to Lucky Air executive management regarding suggested new strategies.
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1. Identify Lucky Air situation and the problems
1.1. Lucky Air presentation
Lucky Air is a low cost airline company, that is operating in China, province Yunnan, since 2004 and the parent company is Hainan Airlines, that is operating in China and international.  In Tab.1 are presented few details about Lucky Air.
Tab.1. Lucky Air Location
	

	Operating Province
	Specific of the province
	Based on
	Yunnan flight licences
	Lucky Air fleet
	Comment

	Yunnan
	Touristic
	Kunming, the capital of Yunnan province
	The number is limited. Lucky Air almost has the monopoly in the province
	Five Boeing 737-700. Airplane capacity 148 seats.
	Lucky Air is one of the four founders of  U-Fly, the world first alliance of low-cost carriers. (CAPA-Centre of Aviation,2020)

	Source: (Berenguer et al., 2008)
	 
	 
	 


In Tab 2 is presented the financial data and could be seen after 3 years since was launched, Lucky Air is making profit, by running only in Yunnan province.
Tab.2. Lucky Air Data
	

	Years
	No of passengers
	No of flight hours
	Load factor
	Revenue (US$million)
	Profit

	2004 - Launched  /2005
	No data
	N/A

	2006
	500,000
	5,746
	74.70%
	31.2
	N/A

	2007
	1,200,000
	17,875
	81.40%
	104.2
	made profit

	2008
	Starts the Extra-Provincial routes which represented 87 of its 150 weekly flights

	Source: (Berenguer et al., 2008)
	 
	 
	 


1.2. LuckyAir.net presentation
Lucky Air web site presentation is on Tab.3. Lucky Air executives are looking forward and are open to the new, taken the risk to be first that are implementing new. For us this characteristic of Lucky Air executives is very important taken in account, new strategies are going to come up from present report.
Tab.3. Lucky Air website
	

	Characteristics
	Specifics

	Online credit cards verification 
	First in Chinese aviation industry

	The passenger can do searching, booking, paying and ticket validation 
	 

	The website offers online updates, flight information
	 

	It is offered a reduction between 5% and 20% for passengers that are buying tickets from Luckyair.net
	 

	The customers can build blogs on Luckyair.net.
	First customers community in the Chinese aviation industry

	Customers loyalty is rewarded. They can get bonuses.
	 

	Luckyair.net is well connected to most search website.
	 


Source: (Berenguer et al.,2008)
1.3 Lucky Air operations
In Tab.4. are presented Lucky Air operation, at the moment of discussion. Lucky Air followed Southwest Airline USA model, and this could be seen in the Open Seats model.
Tab.4. Lucky Air Operations
	Operations
	Comments

	Due to authorities’ restrictions and plenty of taxes, Lucky Air has to be efficient and profitable in the remained 28.60%. 

	Lucky Air purchased only one type of airplane, Boeing 737-700
	This decision gives them flexibility - the staff can work on any of them.

	They offer only one type of seat class.
	This Open Seats model has Pros / Cons and not all passengers are happy with this model. This model was introduced, for the first time, by Southwest Airline USA, low-cost airline company.

	The prices were One-Way
	It is not stimulated the interest of the customer to use Lucky Air services on return journey. No reductions available for the passengers that are buying return tickets. 

	The routes are Short-Haul  
	British Airways define short-haul route as less then 5 hours journey and no meals/ drinks are offered, but there is the possibility to purchase food in the airplane and to pay by using the credit, debit cards or using British Airways App. (Calder, 2016). Would be useful this options to exists for Lucky Air passengers as well as  Lucky Air App.

	Lucky Air operates mainly in secondary cities
	Landing fee is lower in secondary cities then main cities. A plus on cost reduction.

	There are no seat assignments 
	Even the company follows the Southwest Airline USA, would be appropriate to take in consideration the advantages offered by assigned seating. The assigned seating’s makes the passengers do not be stressed to find a seat. They know are going to seat, it is offered possibility to seat next to their friends. The families are sure all of them have seats and they know where they are.

	There are no in-flight entertainment
	Even the they are flying on short route; the flight entertainment would help them to make a difference.

	Source: (Berenguer et al.,2008)




1.3. Chinese authorities constrains
In Tab.5. are presented Chinese authorities restrictions and our comments. We intend to identify how much represent from total price the fees, that Lucky Air has to pay to the government. It seems a portion of 71.40% from the price is going to the government.

Tab.5. Chinese authorities restrictions
	Authorities restrictions
	Comments
	Control Area
	Influence from total price (%)

	Fuel
	Unique fuel supplier at country level - China Aviation Oil
	This is a huge constrain for business. Only one supplier for fuel at country level determines an enormous risk.
	Government Control
	36.50%

	
	Fuel price is regulated by the National Development and Reform Commission (NDRC)
	The price is imposed by the government and this means not possibility of negotiation for private companies like Lucky Air. 
	
	

	
	 New companies are imposed to pay for the fuel in advance. After a period of time, they can pay as they buy.
	Cash flow highly affected
	
	

	
	Fuel price differ from region to region.  Yunnan fuel price is higher then others.
	By operating only in Yunnan region, Lucky Air profit margin is affected.
	
	

	Landing fees
	The government establishes the landing fees. 
	Another imposed price. 
	Government Control
	13.00%

	Aircraft Leasing
	The National Development and Reform Commission (NDRC), Chinese government agency regulate and approve the aircrafts leasing.
	This is blocking the airline companies to react, on time, to business opportunities.
	Government Control
	17.50%

	
	 NDRC, governmental agency established at 35%  the company growth.  
	Due to this legal requirement, Lucky Air should measure the growth to avoid breaking the law.
	
	

	
	NDRC agency interdict airline companies to lease aircrafts directly from the manufacturer or the third party. 
	 Another burden that affect directly the profitability, business flexibility. 
	
	

	Taxes
	For the companies like Lucky Air the taxes are between 2% and 10%
	 
	Government Control
	2.50%

	Price
	Chinese government control the ticket prices on the market through very strict price regulations. 
	 Lucky Air has the ticket price imposed.
	Government Control
	 

	Ticket 
	Government fee known as General Distribution System, that should be paid to TravelSky governmental agency 
	TravelSky offers Aviation Information Technology services that also contains the e-commerce services
	Government Control
	1.90%

	Total
	 
	 
	Government Control
	71.40%

	Out of control from price portion
	Lucky Airline has to survive and make profit from remained 28.60% of price. Quite a challenge.
	Lucky Air Control
	28.60%




1.5 Internet usage
In Tab.6 is presented the internet situation in China, at the moment of the analysis, 2008.
Tab. 6. China internet situation
	

	Internet situation
	Categories
	Details
	Comments

	
	Evolution in time
	2007
	210 million of internet users
	In China the internet penetration is 19.1% in comparison to USA where is 69.7%

	
	
	by 2012 
	expected 590 million users
	

	
	Users per region
	Beijing
	46.6% and from these only 15.8% are online buyers
	In China is an enormous difference between regions on internet usage

	
	
	Yunnan
	6.80%
	

	
	Online services users
	in 2007
	15.8% are online buyers
	 

	
	
	
	25% use the online bank services
	 

	
	
	
	22% use the e-commerce
	in USA is used by 71%

	
	Users age
	 
	80% of the users are <35 years old with limited purchase power
	 

	Source: (Berenguer et. all, 2008)
	 
	 
	 



1.6  E-commerce China
In Tab.7 is presented the E-commerce Chinese market and our comments. For us, it is very important to understand this market because Lucky Air executives are focus on e-commerce.
Tab.7. E-commerce China
	China E-commerce market 
	Description
	Comments

	
	It is an early stage of development
	 

	
	Online payments security is very poor, and this determine extremely high level of frauds and online payment errors
	 

	
	Online payment system is highly affected by poor online payments security 
	 

	
	Credit cards penetration is then <4%
	In USA credit card penetration is 90%

	
	There is a fee between 5% and 10% for online credit cards transactions
	 

	
	Most of the internet users prefer offline cash payment for online transactions due to security reasons
	In USA 58% use online payment

	
	The e-commerce users prefer PayPal or Alipay payments due to security concerns
	 

	
	The online travel in China is very reduced representing <1% of the total market
	 

	Source: (Berenguer et al., 2008)
	 


1.7. China online air travel
In Tab.8 is presented the online air travel at country level and our comments.
Tab.8. China Online Air Travel Market
	Characteristics
	Comments

	The online air travel market revenue represents <1% of total travel market
	This is one of the effects of poor online payment security

	Credit cards have to be validated manually
	This situation is due to missing coordination between banks, airlines

	The automatic online purchasing system do not exist.
	The lake of coordination between airlines, banks and TravelSky China block completely the automatic online purchasing system. In this way is created the TravelSky monopoly at country level.

	In China are only two major travel agencies that represent 75% of the market
	Another monopoly at country level, that affect in the same time the customers and the airlines

	Source: (Berenguer et. al, 2008)
	 



1.8. Air flight ticket purchasing
It is very interesting the air flight ticket purchasing process in China. In Tab.9 is presented the process at country level and our comments.
Tab.9. Air flight purchasing process in China
	Process steps
	Comments

	Step 1
	Purchase process
	There are three ways to purchase a ticket: airline website, online distributor, an authorized agent
	This is the only step where is the contact between the airlines and the passengers. 

	Step 2
	The payment
	The payment process is done by the call centre
	In China, the banks, airlines, and TravelSky are not coordinated in order to allow the online payments to be checked. So this is done separately, by third party.

	
	
	The third party, at country level, is TravelSky - government agency. TravelSky validate all the payments.
	At country level, exists a huge Bottleneck for air travel business. Everything has to pass through TravelSky. TravelSky offers Aviation Information Technology that includes the Electronic Distribution System. The Electronic Distribution System integrates inventory control system, computer reservation system, airport passenger processing and E-commerce. 

	Step 3
	Ticket distribution
	 TravelSky distributes the tickets also.
	 

	
	
	The delivery can be done Online and there is issued the E-ticket.  Express Delivery and here is issued the Paper Ticket.  Manual Mailing and is issued either E-ticket nor Paper Ticket.
	

	Source: (Berenguer et al., 2008)
	




In Tab.10 is presented the ticket purchasing process in Lucky Air and our comments.
Tab.10. Lucky Air tickets purchasing process
	Purchasing process
	Comments

	* 80% of tickets are sold through travel agencies 
	75% of China air travel market is controlled by two travel agencies. Lucky Air have to sell so they are paying 2% commission to those two travel agencies.

	*20% are sold through their website 
	95% of these are bought by the agents, that are going to resell them. The customers encourage this behaviour.

	*only 1% are purchased directly by the passengers
	 

	Source: (Berenguer et. al, 2008)
	



Tab.11. Offline agent
	Offline agent, one of the Chinese preferred ways to buy an air flight ticket. 

	Offline agent.
	Comments

	The passengers
	Call the agent
	The customers prefer the physical contact to make the payment and get the ticket. This approach determines the airline to pay a commission between 2% to 15% to the offline agent.

	
	The agent will deliver, in person, the ticket to the passenger and collet, physically, the payment
	

	Source: (Berenguer et al., 2008)












1.9. Competition
Spring Airlines -low cost company
Lucky Air competitor, Spring Airlines a low-cost company made profit in the first year despite of Lucky Air that made profit after 3 years. The difference between these two companies is given by the province and area of operations. Spring Airlines is located in the big city where the people are open to internet, online banking despite of Lucky Air located in a beautiful province, Yunnan but were the internet usage is below 7%. Plus Spring Airline operating in the whole China despite of Lucky Air that is strict in Yunnan province.
Tab.12. Spring Airlines
	Spring Airlines

	Launched
	Based on 
	Flights destination
	No of standard flights
	Revenue at the end of 2005 (US$)
	Profit at the end of 2005 (US$)

	2005
	Shanghai
	All over the country
	23
	72
	4.3

	Source: (Berenguer et al.,2008)
	 
	 
	 



Travel agencies 
Travel agencies have monopoly at country level and the are not a correct competitor. They take 2% commission from Lucky Air for adding their services in travel packages and after that they sell the travel packages at the same price as Lucky Air is selling the flight tickets on its own site. 
Tab.13. Travel Agencies
	Travel Agencies
	Comments

	Chinese travel market is 75% dominated by two travel agencies Ctrip and eLong
	 

	Their strengths are efficiency, appropriate and are connected to airlines, hotels, other travel agencies
	 

	They are selling the ticket at the same price as airlines or offline travel agencies.  
	Travel agency tickets contains a package, despite of airline agency`s that contains only the flight. It is normal the customers to choose travel agencies as soon as they are buying at the same amount of money more services. Surprisingly, their business behaviour is accepted by the government and the airline companies are paying them 2% commission to sell their tickets. 

	Despite of their preferential position on customers opinion the online booking is only 10%
	Very low performance of the online security system at country level determine the online sales to be low and the customers less trustworthy. This has impact over the business flow, business profitability and low customer contact.

	* from the total no of customers only 20% pay online and a big part of these are calling to confirm the payment status
	 

	Source: (Berenguer et al., 2008)
	


1.10. China aviation market growth perspective
Chinese government intend to develop the aviation industry and intend to invest in new airports as presented on Tab.14. It will rise the number of passengers that are going to use low-cost airlines as presented on Tab.15.
Tab.14. China air traffic development
	

	By 2010
	By 2013
	Starting 2014

	open 190 new airports
	25% of the passengers to be carried by low-cost airlines
	20% growth rate/year of the passengers carried by low cost airline 

	Source: (Berenguer et al., 2008)
	 



Tab. 15 China no of passengers 2007 vs. 2006
	

	China country level
	Domestic flights
	International flights

	16.80%
	16.70%
	17.50%

	Source: (Berenguer et al., 2008)
	 



1.11. Lucky Air Situation
At this moment we have a clear image over the environment, restrictions, competition and Lucky Air operations. In Tab.16 is presented the situation, that Lucky Air is living and doing business.
Tab. 16 Lucky Air Situation
	 
	

	1
	 Lucky Air is operating with five airplanes Boeing 737-700, flights on short-haul routes, only Yunnan Region, operate mainly on secondary cities

	2
	The business environment is very rigid and strict with a high level of control from government 

	3
	The Chinese people avoid using credit cards, online payment and the usage of internet is reduced. They prefer to purchase the flight tickets from the agent, to whom they can talk to and see in person, to make the payment.

	4
	The online payment security is extremely poor

	5
	They have to pay a commission, to travel agencies, to introduce their services into their package. 

	6
	Their website is not interacted enough with the customers

	7
	All tickets payment must go to government agency TravelSky for validation. To TravelSky it is paid the GDS (General Distribution System) fee.

	8
	Any aircraft leasing has to be approved by the government. The government limited the company to grow to maximum 35% per year.

	9
	E-commerce at country level is not developed. The internet penetration is only 19.1% at country level

	10
	At country level increase the number of people that are paying by themselves for the flight tickets.

	11
	The government is going to open 190 new airports and this will determine an  increase with 20%/year of the passengers of low-cost airlines

	Source: (Berenguer et al.,2008)


1.12. Lucky Air Problems
The identified Lucky Air problems are presented on Tab.17.
Tab.17. Lucky Air Problems
	

	1
	Ticket payment validation cannot be done directly through the website

	2
	Only 1% of their tickets are purchased directly from their website

	3
	The travel agencies are selling travel packages with Lucky Air services included, at the same price as Lucky Air is selling the flight tickets on their website

	4
	The interaction with the customer on their website is very poor

	5
	Their flight services are not different than the others

	6
	Lucky Air customer prefers to buy the tickets from the agent, because they can speak with them and can pay without been necessary to use any electronic payment

	7
	Is no automatic online purchasing system at country level. 

	8
	The online payment security is very deficient and most of the customers avoid using the credit cards or buying online.

	9
	Lucky Air executive management want to extend their operation. The problem is they do not know how to do it.


Source: (Berenguer et al.,2008)


















2. Effective Case Analysis – new strategies

We have chosen this method to identify the new strategies because is clear, factual and easy to be understood. As could be seen each phase is answering to a specific question and the answers are bringing light over what we have to do, mainly something brand new should come up.
  You are asking why we have decided to use this method and not Porter`s five forces analysis. The answer is the Chinese business market, that is very strict and block the business opportunity very much. Chinese price regulation is blocking any company price policy, profitability is very low taken in account almost 76% of the price goes to the government. On Chinese market is a lot of monopoly which is blocking the real business competition to take place. If we are looking to TravelSky, government agency, that is pushing all the strings to enter with its technology on the new airports and in this way to make the rules again. (O`Neill, 2019). On such market, Porter`s five forces analysis will not be able to bring all the answers.


2.1. Framing – What are the objectives?
This step/phase is helping us to see Lucky Air executive concerns and wishes on two different stages as presented on Tab
Tab. 18. Framing
	Key Questions
	Flipping and Skimming

	1. Should Lucky Air executive management invest in e-commerce? It is this going to bring them on lead position on the market?
	* 14 pages case and most of the data help to build a clear image over China aviation market situation as well as Lucky Air company structure, problems, operations

	2. Should Lucky Airline invest in their website in order to obtain more brand recognition and loyal customers base? 
	The organisation of the case contains a) Lucky Air presentation; b) passenger aviation in China; c) Company history; d) Airline ticket distribution system; e) airline e-commerce in China; f) Luckyair.net; g) Airline E-commerce in the USA and Europe; I) Betting on growth

	3. Should Lucky Air follow the low-cost strategy?
	

	Beginning of case
	Ending of case

	 Lucky Air executive management team have to find the right decision for the company, customers and market. If they make the wrong decision over the expansion strategy or make a mistake on e-commerce, then the company might facing problems
	Yunnan Lucky Air executive knows they cannot rely only on low-cost strategy as competitive advantage. They are focused to develop the e-commerce, to be ready to take the lead, mainly the e-commerce starts to develop in China

	Source: (Berenguer et al., 2008)
	 




2.2. Summarising – What are the facts?
This phase contains a part of SWOT analysis and a part of PESTLE analysis but it make everything simpler. This phase the way is made is helping us to see the everything as a whole and not parts.
Tab.19. Summarising
	

	What is really important?
	External
	General Environment
	Unique supplier, at country level, for the fuel

	
	
	
	Landing fees are regulated by the government

	
	
	
	Aircraft leasing is 100% controlled by the government. 

	
	
	
	Prices controlled by the government.

	
	
	
	The internet penetration in China is 19.1% and from this margin only 22% use the e-commerce.

	
	
	
	The Chinese E-commerce market is not too much developed. The online security is very poor. 

	
	
	
	Credit cards penetration is <4% . Most of the internet users prefer offline cash payment,

	
	
	
	Internet users prefer PayPal and Alipay payment due to security concerns

	
	
	
	The online air travel is <1% from total travel market

	
	
	
	The automatic online purchasing system at country level does not work because is completely missing the connection between banks, airlines.

	
	
	
	The population mentality: they prefer to speak to the person is selling the air flight ticket and do the payment cash. No trust on online payment process.

	
	
	Industry
	It is estimated 25% growth of the passengers by 2013, and starting 2014 is expected an yearly growth of 20% 

	
	
	
	It is heavily regulated by the government policies and control

	
	
	
	Government is going to build 190 new airports.

	
	
	Competition
	The airline travel market is dominated 75% by two travel agencies

	
	
	
	The travel agencies are asking the same price for a travel package as Lucky`s flight ticket price.

	
	
	
	The main competitor is located in Shanghai, Spring Airline, and the flights are all over the country not only one province

	
	
	
	Spring Airlines offers discounted tour packages, that includes hotels and travel agencies

	
	Internal
	Strengths
	Lucky Air is the first in airline company that is doing online credit cards verification

	
	
	
	their site allow searching, booking, paying and ticket validation

	
	
	
	there are bonus points for loyal customers

	
	
	
	they are doing flights only in Yunnan region where they almost have the monopoly

	
	
	
	their flights are searchable on most of the search websites

	
	
	Weakness
	In-flight is not entertainment, 

	
	
	
	they do not offer return tickets 

	
	
	
	they are selling only 1% of their travel tickets through their site

	
	
	
	80% of their tickets are sold by the travel agencies, 2% commission

	
	 



2.3. Synthesising – What are the options?
This phase is helping us to analyse the strategical options from both sides, pros and cons as presented on Tab.20
Tab.20. Synthesising
	Question
	Options/Hypothesis
	Decision Criteria
	Pros
	Cons

	1. Should Lucky Air executive management invest in e-commerce? It is this going to bring them on lead position on the market?
	Yes
	Fit to the company vision
	Is going to bring them freedom from Travel Sky and security to their customers
	It will take long time to recover the investment

	
	
	
	Increase their credibility, customers loyalty, bring new customers, increase the % of passengers that a buying tickets directly from their site
	Due to people mentality the e-commerce performance will come slowly

	
	
	
	Using PayPal and Alipay will gain customers trust due to secure online payment
	Expected results might not appear on expected period of time, but certainly not immediately

	2. Should Lucky Airline invest in their website in order to obtain more brand recognition and loyal customers base? 
	Yes
	Long Term Profitability
	A performant website will make them unique
	Their investment will not have immediate effect, and the Return of Investment rate is low.

	
	
	
	A friendly interface, safe, professional and easy to navigate website will transform their weaknesses in strengths.
	Will take time until the customers will get used with the site performance and this will have impact over sales 

	3. Should Lucky Air follow the low-cost expansion strategy?
	Yes
	Profit and Stable position on the market
	The government investment plans create opportunities for low-cost companies and Lucky Air should make head away.
	The investment is good but the rate of return and Return of Investment period to be more than 10 years.

	
	
	
	By 2013 will be 25% increase of low-cost passengers number, by 2014 will be an yearly increase of 20% of low cost passengers
	Due to the fact the government has to approve the aircrafts leasing, are possible delays






2.4. Concluding -What is the answer?
This phase is helping us to see also the risks that did not appeared until now. The above strategies involve risks that Lucky Air should be aware and the implementation could take longer then expected. In figure 1 are presented the final answer on the process to develop new strategies.
Lucky Air should set a strategic vision related to E-commerce, Low-cost expansion, and advanced website
All are major investments are good but Lucky Air executive management should be aware it will take time until the results will appear
· The new purposed strategies are required by the actual situation
· Through these strategic changes they will educate the customer determine changes in their preferences and decision process
          Risks
The period for return rate of investment could be very long
*The aircraft leasing could take longer then anticipated due to governmental approval procedures
         Implementation
Invest in the new website and e-commerce platforms
*Invest in new aircrafts leasing
*Develop touristic packages that include their flight services












Figure 1



3. Balance Scorecard – how new strategies are helping Lucky Air
The reason we have chosen this method for Lucky Air case is because for company success is necessary the strategy to be in everyone attention, practically to be centrepiece. The balance scorecard offers the instruments that “ put the strategy and not control at the centre”. ((Kaplan and Norton, 1991). This method is able to make visible the key elements of the strategy and in this way management is able to take decisions in real time. Through this method Lucky Air is pushed to look forward and make the things to move in the right direction.
3.1 The Key Performance Indicators for new strategies
“What you measure is what you get.” (Kaplan and Norton, 1991) and they are very much right, it is especially important what we measure, why and how that indicator is going to help in Lucky Air new strategy implementation. The key performance indicators for new strategies, have been developed by taken in account the relevance, balance and completeness without duplication. (Kaplan and Norton, 2001). In Tab.21. are presented the Key Performance Indicators identified for new strategies.

Tab. 21. Key Performance Indicators
	Key Performance Indicators (KPI) created for suggested strategies 

	No
	KPI 
	Type
	Criteria
	Core Outcomes Measures

	1
	Chat frequency
	Customer Perspective
	Relevance / is motivational
	Core Customer -customer retention

	2
	Complains answer period
	Operational perspective
	Relevance / is motivational
	Core Customer -customer satisfaction

	3
	Corporations frequency
	Customer Perspective
	Relevance / is motivational
	Core Customer -customer satisfaction

	4
	Customer profile monitor
	Customer Perspective
	Relevance / is motivational
	Core Customer -customer acquisition

	5
	Customers feedback
	Customer Perspective
	Relevance / is motivational
	Core Customer -customer satisfaction

	6
	Customers preferences
	Customer Perspective
	Relevance / is motivational
	Core Customer -customer satisfaction

	7
	Loyalty Program Members
	Customer Perspective
	Relevance / is motivational
	Core Customer -customer retention

	8
	Lucky Air App usage
	Innovation perspective
	Relevance / promotes value creating behaviour
	Core Customer -customer satisfaction

	9
	No of check in passengers
	Operational perspective
	Relevance / is motivational
	Core Financial - revenue growth

	10
	No of students customers
	Customer Perspective
	Relevance / is motivational
	Core Customer - customer satisfaction

	11
	No of users of PayPal and Alipay
	Operational perspective
	Relevance /corelate with critical business drivers
	Core Financial - revenue growth

	12
	Online payment usage
	Innovation perspective
	Relevance /corelate with critical business drivers
	Core Financial - revenue growth

	13
	Product score
	Customer Perspective
	Relevance / is motivational
	Core Customer measures - customer satisfaction

	14
	Reviews Monitor
	Customer Perspective
	Relevance / is motivational
	Core Customer measures - customer satisfaction

	15
	Sales figures
	Financial perspective
	Balance / embraces both an outgoing business focus and an implementation focus
	Core Customer - customer satisfaction

	16
	Service monitoring
	Operational perspective
	Balance / encourage decisions to be related to business trade offs
	Core Customer -customer satisfaction

	17
	Website traffic
	Operational perspective
	Balance / embraces both an outgoing business focus and an implementation focus
	Core Customer measures - customer acquisition




3.2. Balance Scorecard
The balance scorecard components are important for the management and the organisation. Let`s see what is telling us each of the scorecard components.
Financial perspective normally is telling us what the shareholders see and usually it is profit, revenue. In Lucky Air case the financial measurement is sales growth 35% per year. 
Customer Perspective provides information about the way customer perceive us. In Lucky Air case, both indicators will tell if the investments deserve the effort.
Innovation Perspective measure the ability of Lucky Air to develop and introduce new services. Both indicators are perfect for this monitoring. They are bringing the new and challenge.
Operations Perspective is giving us an internal perspective and show what we must focus on. Web traffic and no of check in passengers are key parameters for Lucky Air investment pulse. 
In Figure 2 is presented the Balance Scorecard for Lucky Air new strategies.
	    Financial Perspective
             Revenue Growth      35% per year
    Customer Perspective
Customer Satisfaction	90%
Customer acquisition             25% per year
Customer retention	20% per year
	Operational Perspective
No of check in passengers   20% per year
Web traffic               	25% per year
	  Innovation Perspective
Online payment	              15% per year
Lucky Air App usage              45% per year













					Figure 2



3.3.  How new strategies are helping Lucky Air
In Tab.22 we are going to show how the new strategies are going to help and which are the Key Performance Indicators for each area of interest.
Tab.22. Lucky Air New Strategies and Key Performance Indicators
	 
	Lucky Air Problems
	What strategy to apply
	Strategic Solutions
	Suggested Key Performance Indicators 

	1
	Ticket payment validation cannot be done directly through the website
	E-commerce and website strategy
	First stage accepts the PayPal and Alipay. Second stage follow the example of China Southern, who develops his software for payment validation, check in. They stopped their passengers to use Travel Sky check in services. China Southern passengers can check in online or by using airline company webchat or by receiving an text message. (O`Neill, 2019)
	 Specific stage 1: No of users of PayPal or Alipay.  Specific Stage 2: Website traffic / No of check-in passengers 

	2
	Only 1% of their tickets are purchased directly from their website
	E-commerce and website strategy
	Use Web 2.0 interface that allows human interaction with the customer, permit the Customer Relationship Management implementation.
	Website traffic

	3
	The travel agencies are selling travel packages with Lucky Air services included, at the same price as Lucky Air is selling the flight tickets on their website
	Website strategy
	Create tourists’ packages on their website that could include their flights, hotels offer and travel agencies.
	Website traffic / Sales figures

	4
	The interaction with the customer on their website is very poor
	Website strategy
	Create on their website the Customer Product Review and in this way is created the Customer Community. They customers can score their products and present reviews.
	Product score/ Reviews Monitoring

	
	
	
	Follow the Southwest Web 2.0 model. Their website is very much alive, and it is the key advantage over the competition. Their employees can post blogs on the website. It is created a unique, big family with employees and customers. Southwest adopts the Customer Relationship Management to their needs.
	Website traffic / Customer feedback









	 
	Lucky Air Problems
	What strategy to apply
	How the strategies help
	Suggested Key Performance Indicators 

	5
	Their flight services are not different than the others
	Low-cost expansion strategy
	Flight entertainment can make them unique. For example, JetBlue USA, low-cost airline, has on all airplanes, their TV network that includes movies, TV and radio programs. West Jet Canada offers tablets rentals.(Hewitt, 2017). The entertainment solution can be used by parent company Hainan Airlines and the investment will be shared.
	Customer feedback / Sales figures

	6
	Lucky Air customer prefers to buy the tickets from the agent, because they can speak with them and can pay without been necessary to use any electronic payment
	Website strategy
	Suggestion 1: Use Customer Relationship Management (CRM) technologies. Suggestion 2:  Create on their website Direct Chat, a direct interaction, in real time, with the customer and help them. Solution 3: Create Lucky Air App that will allow the passengers to check in, do the online payments, see the example of British Airways App (Calder,2016)
	Customer Preferences / Customer Feedback / Services Monitoring /  Chat frequency usage / Lucky Air App performance

	
	
	
	Follow Southwest Airline USA example, that developed the Customer Self-Service by building a portal on their website. 
	Customer feedback / Complains answer period

	7
	Is no automatic online purchasing system at country level. 
	E-commerce strategy
	At this moment what can be done is to accept the PayPal and Alipay type of payments. To be applied the solutions presented on problem no 1.
	No of customers PayPal or Alipay users

	8
	The online payment security is very deficient and most of the customers avoid to use the credit cards or buying online.
	E-commerce and website strategy
	Invest in IT to be developed softs that are able to provide, a very high level of security for buying online. 
	Online payment usage

	
	
	
	Will be useful to create Lucky Air Loyalty Program Member. This will be an asset that will make the differention on the market. KPMG survey shown 85% of growth comes from loyal customers. (KPMG,2016)
	Loyalty Program Members 

	9
	Lucky Air executive management want to extend their operation. The problem is they do not know how to do it.
	Low-cost expansion strategy and website strategy
	The extension low-cost strategy has a huge plus given by the opportunities developed by the government
	 

	
	
	
	Lucky Air should think to do flights to another regions that Yunnan and address to the different type of customer than tourist.
	Customer Profile

	
	
	
	New customer profile: the corporations, organizations. Help the corporations to build the full package for their staff that is going to travel as well as to track employees travel expenses. 
	Corporations frequency

	
	
	
	Another new customer profile are the students. The promotional services for students may keep them loyal.
	No of students customers




4. Conclusions and Recommendations
In conclusion, Lucky Air has chosen a good time to do the change. The new strategies, if are implemented will bring Lucky Air on the poll position on low cost air travel market. But it is necessary the executive team to act as one with the whole company, suppliers, customers and to be patient. The results will appear but in time.
Our recommendation is Lucky Air to invest in e-commerce and website and in flight entertainment. On such restrictive market with a lot of monopoly only chance to increase the profitability is to be unique, to educate the customer and to open your wings. We recommend to Lucky Air to do flights out of Yunnan province, of course to keep what had been earn but to oriented the services to those areas where for example is the highest internet user percentage, Beijing or even do international flights.
The time will tell the story but for sure ambitious executive team of Lucky Air will be successful.
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