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Abstract 
Largely anonymous since its first flight in 2004, Wizz Air is now becoming one of the major 

companies in the European commercial aviation market. The rise of the Hungarian budget airline 

has primarily happened outside the immediate spotlight until 2015, when the company appeared 

onto the stage by going public on the London stock exchange and placing an order of over 100 new 

Airbus aircraft. Wizz Air is now Central and Eastern Europe’s largest airline in terms of number of 

passengers and one of the few European airlines who are putting up remarkable results year after 

year. The success of Wizz Air’s story is evident, the road to achieving it however is not. This leads to 

the aim of this paper; namely identifying; how did Wizz Air become Central and Eastern Europe's top 

airline? 

This question has been answered by gathering data from publicly available documents covering 

aspects such as the status of various operating costs, company characteristics, strategy choices, 

industry developments, greater contextual changes etc. and putting them through a number of 

theories and frameworks. The theoretical background has been chosen in order to include both 

internal firm factors as well as external factors present in the industry as well as the greater regional 

environment. While other companies in the airline industry, primarily other carriers from the 

eastern half of the continent as well as other budget airlines, have been included and discussed 

briefly, this has been done primarily as a benchmarking exercise to shed further light on Wizz Air. 

This case-study has thus discerned a few key factors that proved to be of primary importance for 

Wizz Air’s success. 

The macro environment in Europe at the time of Wizz Air’s development and expansion throughout 

the continent was favourable in terms of regulatory, political and social changes. In various respects 

the new conditions removed obstacles and promoted the customer segment of the industry. The 

economic progression of the countries in Central and Eastern Europe was another factor that 

spurred air travel and streamlined demand particularly to Wizz Air. The final factor was Wizz Air’s 

apt business strategy of focusing on ultra-low cost tickets and naming the entire CEE region as their 

home market and backing it up with invaluable resources and a degree of flexibility.  
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1 Introduction 
 

1.1 Issue 
Success is an attention capturing phenomenon. It takes many forms, shapes and sizes but no matter 

how it looks like, ultimately, it gets people talking. In sports, the winner receives a gold medal, while 

commentators and analysts heatedly debate and attempt to determine the reasons behind the 

success. In business, the same is valid. Highly successful companies are scrutinized in depth and 

analysed profoundly. Reasons for their achievements are sought after, a cause and effect 

relationship is established and ultimately theories are created. The ambition of these theories is to 

create a sort of road-map for success, a step-by-step guide towards victory.  

The pink and purple of Hungary’s Wizz Air airline is becoming a more frequent sight around Europe’s 

airports. It has also become part of the vernacular in Central and Eastern Europe as the expression 

“taking the Wizz Air to …” is establishing itself in the region. Wizz Air is an ULCC, which stands for 

Ultra-Low-Cost Carrier based in Budapest, Hungary and during its short existence has been growing 

at yearly rates that are nothing short of remarkable. For example, a comparison between the year 

ending on the 31st of January 2016 and the year before, saw capacity numbers increase by 19,4% to 

over 22 million seats and the passenger count growing by around 22% to over 19 million passengers 

(Wizz Air, 2016) (See Appendix 1, for additional growth data). Additionally, the company jumped in 

net profit to €183 million for the 2015 financial year which was a major change from 2014’s total of 

€88 million (Air Transport World, 2015). From the time of its first flight in 2004, from Katowice, 

Poland to London Luton, UK it is now the largest low cost carrier in Central and Eastern Europe and 

the largest airline carrier in terms of passengers overall in Central and Eastern Europe excluding 

Russia. In a little bit over a decade the company has thus managed to establish itself as the number 

one airline in a region spanning half a continent. 

A decade after its first flight, in 2015, the company experienced a dynamic and eventful year. In 

March, it underwent a highly successful initial public offering (IPO) at the London Stock Exchange 

that raised €149,1 million in net proceeds (Wizz Air, 2015). A few months later, during an air show 

in Paris, Wizz Air placed an order of 110 new Airbus A321neo aircraft adding to their current fleet 

of around 60 planes (Wizz Air, 2015). In 2016, the company was awarded Air Transport World’s 

prestigious Value Airline of the Year award in “recognition of Wizz Air’s excellent performance, 



 
 

6 
 

superior service and outstanding achievements in 2015” (Wizz Air, 2016). There is no doubting Wizz 

Air's success during its brief time in operation and just like success stories in general their 

performance draws attention and interest.  

While the company’s achievements are evident, the issue at hand, however, is understanding the 

reasons behind its growth. So while it would be very tempting indeed to focus on the future of Wizz 

Air and attempt to hypothesize about its performance and continued growth from this point on, this 

will not be the case. Rather, this thesis will be retrospective in nature with the ambition of 

identifying the main factors of the company’s success. 

1.2 Relevance 
There are a number of reasons backing the relevance of this thesis. One is academic in the sense 

that it is derived from the study of a successful case, in this instance Wizz Air. Another is its topical 

nature as this is not a historical case but rather a contemporary one that has been evolving 

throughout much of the last decade to this very day. Additionally, with the relatively recent arrival 

and fast consolidation of low cost aviation in Europe, the airline industry has been fundamentally 

altered. A deep-dive into a case that is part of the ultra-low-cost carrier strategy is therefore of 

relevance to understand the mechanics of this industry changing trend. 

One of the backbones of a business school curriculum is the study of specific business cases. These 

cases attempt to show different business aspects and attempt to teach through the experiences of 

others. Some indicate success stories while others show mistakes that have been made and each is 

valuable in its own way. The case of Wizz Air is a success case as is evident from the information 

above. It is a carrier that came to the market recently and with leaps and bounds has claimed the 

top spot in Central and Eastern Europe. The question that follows however is; how? In what way did 

Wizz Air occupy this top spot? This could either validate existing theories of performance or dispute 

them, making this study academically relevant. Additionally, while analysis of success-stories are 

relatively common in business scholarship, so far a thorough and in-depth paper on the building 

blocks of Wizz Air’s success, to the knowledge of the author, has not been examined. There is thus 

a degree of novelty as well. 

The timing of the thesis is also of relevance. Why write about it now? It could be argued that Wizz 

Air, until 2015, was a relatively unknown airline in much of Europe. However, after a dynamic year 
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for the Hungarian ultra-low cost airline this has changed. Wizz Air is now a strong player recognized 

not only by other companies in Central and Eastern Europe but by Western European carriers as 

well with the order of 110 new planes and the successful IPO conducted in March. In fact, it was as 

early as in 2013, that the British carrier EasyJet described the competitive landscape of the European 

airline industry as follows: 

“Around half of capacity in the European short-haul market is flown by the five largest carriers: the 

three largest legacy airlines Air France-KLM, Lufthansa and IAG; and the two largest low-cost carriers 

easyJet and Ryanair. In general, most of the profits generated in the European short-haul market 

come from the low-cost carriers, with the large legacy carriers’ profitability being created 

predominately through premium long-haul traffic. There are a few regional low-cost carriers, 

including Norwegian and Wizz Air, with aggressive growth plans, whilst the other, smaller network 

carriers tend to be loss-making, restructuring and seeking external sources of finance (e.g. Alitalia)” 

(EasyJet, 2013). 

EasyJet’s description of the European airline industry environment indicates that Wizz Air was even 

prior to the 2015 developments a competitor that should be taken into account. In this short 

paragraph, Wizz Air is placed alongside Norwegian. The Scandinavian carrier would certainly also be 

a very interesting case study as a regional airline that is growing strongly with a different strategy 

from that of Wizz Air (for example, with long-haul flights to Thailand and the US), however, it is the 

topical aspect of the Hungarian ULCC that makes it extremely interesting to focus on the company 

at this time. 

1.3 Research Question  
The thesis will attempt to capture the root causes of Wizz Air’s success from its foundation in 2004 

to the present-day company and thus, the following research question has been formulated to guide 

the analysis and discussion; 

How did Wizz Air become Central and Eastern Europe's top airline? 

In order to answer this question, three main areas requiring analysis have been identified. The first 

is Wizz Air and the company will be the key unit of analysis throughout the thesis. The second will 

be the airline industry in general and more specifically the airline industry in Central and Eastern 

Europe. The final in-scope focus will be the larger changes in the regional context and development 
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such as the economy, political environment etc. in Central and Eastern Europe in general. It is 

important to note that there is also a time frame for the analysis starting from the time of Wizz Air’s 

foundation to the present.  

These three aspects complete an extensive overview of Wizz Air’s position vis-à-vis the industry and 

region which should help to facilitate the identification of specific factors that built the success of 

the company. A few sub-questions could be used to guide the discussion. 

1) Did Wizz Air's strategic priorities propel the company into the top position within the airline 

industry in CEE? Did they possess something that other airlines in a similar position did not 

in the form of resources and capabilities? What is their source of competitive advantage? 

These questions will focus on Wizz Air on the company-specific level of analysis. The success of key 

strategies will be evaluated. Their role in serving to differentiate Wizz Air from its rivals and helping 

it claim the top position in the region will be determined. 

2) Was the airline industry in Central and Eastern Europe the new El Dorado? Was the market 

so attractive and full of potential that most companies, had they seen the opportunity would 

have succeeded just as well as Wizz Air? To what degree is the attractiveness, nature and 

competitive landscape of the market important to Wizz Air’s success? 

These questions attempt to determine the nature of the airline industry in Central and Eastern 

Europe and the opportunities that it presented between the years of 2004 and 2016. The level of 

analysis in this section is the airline industry in the region as a whole. The attractiveness of the 

industry will be factored into the equation when discerning the reasons behind Wizz Air’s success. 

3) How did the larger contextual development of Central and Eastern Europe at the start of the 

21st century affect the potential of the airline industry in CEE? Was Wizz Air’s success 

primarily a general result of the overall development of the region’s economic growth, 

political environment etc? 

The final set of questions has the goal of determining the importance of the general development 

and growth of the region to the performance of Wizz Air. The questions attempt to understand to 

what extent the greater environmental changes throughout Central and Eastern Europe factored 

into Wizz Air’s overall success. 
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It would be very difficult and most likely incorrect to single out one of the abovementioned areas, 

and state that for example, only the superiority of the company’s strategic targets translated into 

Wizz Air’s strong performance or indeed that the industry’s attractiveness was solely responsible 

for the success. Rather Wizz Air’s success rests on a mix of them all as they are in a way mutually 

reinforcing and interdependent. The aim and ambition of this thesis is therefore to explicitly identify 

the unique constellation between all factors including company-specific factors, industry and 

regional-factors, behind Wizz Air’s success and to what degree they helped drive the company to 

the number one spot in the region.  

1.4 Structure 
It is vital that the structure of the thesis corresponds and relates to the primary units of analysis. 

However, before that, collected background data must be given in order to set a scope for the 

analysis as well as for the literature review. Thus, the section following the introduction will give a 

quick overview of the most important aspects of Wizz Air to familiarise the reader with the company 

that will be the primary focus of the paper. This will include statistics, economic performance, flight 

routes, expansion history etc. Following the company, a summary of the European flight industry 

and more specifically that of Central and Eastern Europe will be portrayed as it will be important 

further on and a background knowledge of its dynamics will be important. Finally, as a part of the 

overview, the greater regional development and trends of Central and Eastern Europe will be 

outlined in terms of increased economic capacity, political changes, etc.  

With an understanding of the company, industry and region, the next part will focus on the literature 

review. As three main areas of analysis have been recognized, the literature review will follow the 

same pattern. Initially, theories on firm strategy such as Porter’s three generic strategies of 

competitive advantage, Barney’s Resource-Based View, Dynamic Capabilites, as well as Welch’s 

views on market share will be outlined and juxtaposed. This will be followed by presenting in detail 

the main industry-level theory in this paper, namely, the 5 forces of market competition that 

determine the attractiveness of an industry. Finally, the PEST framework outlined by Francis Aguilar 

which will be used to analyse the influence of the greater regional setting on the performance of 

the firm will be described. 
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Following the literature review, the methods of discovery will be presented. This part aims to justify 

the reason behind the chosen methods. Some ways of research are more beneficial in certain 

situations than others so it is important to clearly state why they have been chosen. In terms of data 

collection, the paper will limit itself to record-based analysis and for data analysis, formal modelling 

has been chosen as the most apt method. The paper is of course a case study as only one company 

has been focused on and these methods will attempt to formulate a semantic type of explanation. 

While every method of discovery and heuristics comes with its own limitations to the research, the 

choices above will be justified in the section on methods further ahead. 

Having portrayed the company, industry and region as well as the theories to be used and the 

methods of discovery, it is possible to move on to the analysis. Just like with the theories it will focus 

on three main parts. To start off with, on the firm-level, the success of Wizz Air’s strategy, as well as 

some identified firm specific resources and capabilities, will be analysed and determined. The main 

factors identified will be delineated. This will be followed by observing the industry-level factors 

that propelled Wizz Air’s performance and they will be described in detail. Finally, the regional-level 

factors that made the case of Wizz Air into a success story will be outlined. Having analysed these 

three clusters of factors that have helped Wizz Air get to the number one position in Central and 

Eastern Europe, the challenging part of determining their importance vis-à-vis each other will start. 

Naturally, the conclusion will be outlined in detail followed by a number of identified limitations and 

areas of further research proposed. 

2 Background Data 
 

2.1 Wizz Air 
Searching for a flight on the 23rd of January departing 9 days later, on the 1st of February, between 

Stockholm Skavsta, Sweden across the continent to Skopje, Macedonia returned a price of 169 SEK 

(€18,21) or 89 SEK (€9,58) if you happen to be a Wizz Discount Club member.  There are four instant 

observations that are of interest. First, the fast approaching departure date which is a factor that 

usually increases the price dramatically. Second, the long distance between Stockholm to Skopje 

which traverses Europe and which also usually results in a high price as the distance is substantial. 

Third, the departure from Stockholm Skavsta Airport, which is located close to the town of Nyköping 

over 100 km away from Stockholm. Perhaps, the most eye-catching detail in that search is the low 
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price. In fact, taking the bus to Stockholm Skavsta airport from the city centre costs 139 SEK, almost 

the entire price of the air fare to the Macedonian capital and much higher than the discounted price. 

How can this airline be so successful? This section will outline the company profile briefly by looking 

at the company’s strategy, growth, statistics, etc. Initially, a timeline starting from Wizz Air’s 

foundation and its progression to today will be given so as to understand the growth and the 

different milestones that the company has covered along the way. 

2.1.1 Wizz Air’s Timeline 
In 2003, a small team of successful professionals including current CEO Jozsef Varadi, previously 

head of Malev Airlines, created the concept of Wizz Air (Wizz Air, 2016). Through Indigo Partners 

as well as a group of European investors, the group secured the financing necessary to start and 

thus the story of Wizz Air was initiated (The Moscow Times, 2004).  Just over a decade later, it is 

evident that their belief turned out to be accurate as today Wizz Air operates over 400 routes in 

117 destinations spanning across 23 bases in Central and Eastern Europe and carried 19 million 

passengers in 2015 (Wizz Air, 2015). A brief outline identifying key milestones on Wizz Air’s 

journey to the present day has been summarised below. 

2004: Wizz Air performs its first flight between Katowice and London Luton. The two first bases are 

created in Budapest, Hungary and Katowice, Poland. 

2005: Started flying to 8 countries in Western and Southern Europe from its bases in Poland and 

Hungary. By the end of the year, Wizz Air had carried almost 1 million passengers.  

2006: A Gdansk, Poland base was established and over 2 million passengers used Wizz Air’s services 

in 2006. 

2007: A base in Sofia, Bulgaria was created. Additional funding from Indigo Partners and EU 

investors was secured. 3.1 million passengers took a Wizz Air flight. At this time the company had 10 

aircraft. 

2008: A Romanian airbase was created and passenger number reached 4.6 million with 17 aircraft 

under operation. 
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2009: Wizz Air Ukraine was created and a new base at Kiev was established. 6.2 million passengers 

used Wizz Air that year with the aircraft number reaching 22 planes. 124 routes were under 

operation by the end of the year. 

2010: A base in Prague, Czech Republic was created during the year. Passenger and aircraft numbers 

were 8.2 million and 30 respectively. 

2011: A Serbian base in Belgrade was established and the company head office was moved to 

Geneva in Switzerland. 9.8 million people used Wizz Air that year with 36 planes and 194 routes in 

operation. 

2012: Vilnius, Lithuania got their local base Wizz Air base in 2012. 11.3 million passengers used Wizz 

Air. Wizz Exclusive Club, later to be rebranded to the Wizz Discount Club, was established as a sort 

of loyalty programme. 

2013: A Macedonian base was established. 12.3 million people used the company and the aircraft 

fleet was expanded to 40 planes. 

2014: A Donetsk base was established. Flights to destinations including Moscow, Baku and Dubai 

were initiated. A flight simulator and training centre was created in Budapest. 13.9 million 

passengers and 46 aircraft. 

2015: Bases in Riga, Latvia, Craiova, Romania, Tuzla, Bosnia and Herzegovina and Kosice, Slovakia 

established. The Donetsk base was closed. New routes to Denmark, Portugal and Egypt initiated. The 

financial year (up to 31st of March) ends with a total of 16.5 million passengers having used Wizz Air 

and the fleet numbering 55 aircraft (All Timeline Data: Wizz Air, 2015). 

Figure 1. Growth of Wizz Air’s passengers in millions and number of aircraft between 2005-2015 (All 

Timeline Data: Wizz Air, 2015). 

Year 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Passengers 1 2 3,1 4,6 6,2 8,2 9,8 11,3 12,3 13,9 16,5 

Aircraft - - 10 17 22 30 36 - 40 46 55 
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Wizz Air has, as can be seen, built on its success each year by adding new bases, routes, aircraft and 

expanding the passenger count.  

2.1.2 Brief Introduction to Wizz Air’s Strategy 
In the annual report’s Chief Executive Review of Wizz Air’s strategic progress, the ambition of Wizz 

Air “is to make safe, reliable and affordable air travel available to everyone in CEE” (Wizz Air, 2015). 

In this statement it is easy to observe that price and geography play an important role to achieving 

the company’s ambition and form the strategy of the company.  

Focusing concretely on the price aspect, the business model of a Low Cost Carrier (LCC) has been 

widely written about and key aspects of this model have been delineated. Wizz Air, however, takes 

the LCC model one step further. The Hungarian LCC defines itself as a ULCC, along with only Ryanair 

and Pegasus in Europe.  

The second part of the strategy is the focus on Central and Eastern Europe. This is evidenced by 

observing the timeline and the establishment of bases throughout the entirety of the region. More 

specifically, on their website, the company states that, “Wizz Air’s strategy for further growth 

focuses on expanding its bases, destinations and frequencies in both its existing markets and in new 

markets. The core of Wizz Air’s business is linking CEE destinations with Western Europe” (Wizz Air, 

2016). This matches their actions and can be observed since the start when the two bases in Hungary 

and Poland were linked to Belgium, France, Germany, Greece, Italy, Spain, Sweden and the UK (Wizz 

Air, 2015). Additionally, as of recently, Wizz Air has added a new initiative to its strategic ambition 

of consolidating its position in Central and Eastern Europe. This is the “Go East” initiative (Wizz Air, 

2015). The aim of this new aspect is to link the region better and provide low-cost alternatives to 

the Central and Eastern European passengers when travelling outside of the EU to for example 

Russia, Georgia and Azerbaijan as well as the Middle East. There are presently four routes to Dubai 

from Eastern Europe departing from Budapest, Sofia, Bucharest and Cluj-Napoca. While this is a 

relatively new phenomenon, it is a complementary initiative to Wizz Air’s strategy as the core and 

vast majority of routes link Central and Eastern Europe to the western half of the continent.  

A quick clarification should be made at this point as Central and Eastern Europe is not a fixed term. 

For this paper, the collective term CEE does not include some southern/eastern European countries 

which might in some situations be added to the term such as Albania, Greece and Turkey and neither 
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Belarus or Russia. In scope countries are Hungary, Poland, Lithuania, Latvia, Estonia, Czech Republic, 

Slovakia, Ukraine, Moldova, Romania, Slovenia, Croatia, Bosnia and Herzegovina, Serbia, Macedonia 

and Bulgaria.  

Figure 2. Countries in-scope for the Thesis. 

 

The majority of the indicated countries are either Wizz Air bases or destinations for Wizz Air flights. 

Others, such as Estonia, have been included as they have been used as indicative examples/small 

case studies in the analysis. 

Wizz Air ranks as the top airline in terms of passenger count out of all airlines based in any one of 

the above mentioned in-scope countries. It is important to clarify that only companies based in one 

of the above included countries will be included in this paper. While EasyJet, Ryanair, Pegasus and 

Lufthansa for example are substantial competitors to Wizz Air they are not based in Central and 

Eastern Europe and therefore not deemed as regional incumbents, even though some have been 

included in this paper primarily for benchmarking purposes. 

2.2 The Central and Eastern European Airline Industry 
Wizz Air’s impressive growth occurred in the context of the Central and Eastern European airline 

industry from 2004 onwards. The mid-2000s was a dynamic period for the industry in the region 
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and needs to be understood in order to determine its role on Wizz Air and the company’s success. 

Major factors forming the industry will be outlined below. For example, these include the status of 

the regional competitors to Wizz Air at the time, the change of rules and regulations relating to the 

industry, trends in the external factors influencing the industry, etc. 

The lettering Slovak Airlines is not seen any more on the hull of airplanes. The reason for this is that 

almost a decade ago, in 2007, the Slovak national flag carrier, based in Bratislava, filed for 

bankruptcy (European Commission, 2014). FlyLal is another national flag carrier that has 

disappeared. FlyLal was the national airline of Lithuania which went bankrupt in 2009, after the 

Lithuanian state refused to rescue it (European Commission, 2014). Roughly in the same period, 

Poland and Romania were out seeking financial backing for their own national airlines, LOT and 

TAROM, respectively from Turkey, Qatar and the United Arab Emirates (The Economist, 2012). Many 

traditional full-service carriers in the region were experiencing financial difficulties to varying 

degrees. The examples can be continued with Croatia Airlines, Montenegro Airlines, Serbia’s Flag 

Carrier Jat and Slovenia’s Adria who all met in 2012 to discuss a merger between the four companies, 

as all were in debt and far from profit-making (The Economist, 2012). In other Balkan countries at 

the time, B&H airlines of Bosnia only had one plane that was operational, Albania did not have a 

domestic airline at all and Macedonia’s MAT had gone into bankruptcy in 2010 (The Economist, 

2012). However, the largest and perhaps most reported on bankruptcy came again in 2012, when 

Hungary’s own flag carrier Malev shut down operations. 

Concerning rules and regulations an important year to note is 2004 when Estonia, Latvia, Lithuania, 

Poland, the Czech Republic, Slovakia, Hungary, Slovenia, Cyprus and Malta joined the European 

Union. With this ascension the rules of the game changed and one of the most evident examples 

indicating the new environment could be seen in the many changes that occurred in the airline 

industry. All of the 8 countries in Central and Eastern Europe had in 2004, a traditional full service 

legacy carrier that was the national state airline. Out of those 8, half are left. Many of these airlines 

were loss-making, however, it could be argued that they would probably still be in operation today 

had their respective countries not joined the EU. Williams and O’Connell state that “economic 

theory suggests that in any industry, firms making losses and unable to cover their cost of capital 

will collapse and leave the market to those who can operate successfully. In the case of airlines this 
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process has been distorted by the direct and indirect involvement of governments in aviation. Direct 

involvement has been through majority or minority shareholding in major national airlines. Indirect 

involvement has arisen because most governments see their airlines, even if fully or partially 

privatized, as national assets generating employment and tourism and providing key 

communication links.  As a result, their survival has to be ensured, and governments will do all they 

can to bring this about” (Williams & O’Connell, 2011, p 41). State support to their national airlines 

was thus common practice, however, EU regulations changed this. A specific clause indicating this 

is Article 87 of the EC Treaty stating that “any aid granted by a Member State or through State 

resources in any form whatsoever which distorts or threatens to distort competition by favouring 

certain undertakings or the production of certain goods shall, insofar as it affects trade between 

Member States, be incompatible with the common market” (European Commission, 2016). While 

there are a few exceptions to this rule, the company needs to meet certain conditions. State aid is 

allowed for restructuring purposes and helping a company reach their long-term economic 

potential, the aid restructuring cannot be fully financed by the state as the company needs to 

contribute as well and the state can only substantially help once every 10 years (European 

Commission, 2014).  These regulations seriously limited the actions that the state could take to save 

their national flag carrier in the environment of the European Union. 

These regulations ended the existence of many of the aforementioned incumbents, most notably 

Malev in 2012, ending the company’s 66-year history. The EU regulations and the liberalization of 

the airline industry in general were major factors in shaping the industry in Central and Eastern 

Europe. 

A brief overview and background information of the cost-structure of an airline company needs to 

be mentioned as well. The two largest operating costs for an average airline are fuel and labour 

respectively. Together they form around half of all costs to run the company. In 2008, 24,8% of 

operating costs were dedicated to labour while the fuel accounted for 25,3% (IATA, 2010). Thus, 

these two sources of expense play a vital role in the profitability of the company. In fact, airline 

companies usually hedge the fuel costs to ensure the cost predictability of this vital input. However, 

these two costs were getting more and more expensive in Central and Eastern Europe from 2004 

onwards. The price of fuel increased greatly globally and so did the regional price of labour in CEE. 
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Figure 3. The proportion of fuel and labour as a percentage of overall operating costs for European 

Airlines (IATA, 2010). 

 

 

 

 

 

 

 

 

It is important to note that the graph includes all of Europe and might show a higher share of labour 

in the overall costs than if only Central and Eastern Europe had been included and only goes as far 

as 2008. While these are limitations the graph does adequately indicate that labour costs represent 

a large percentage of overall spend for airline companies in general.  

From 2004 to 2012, the price of oil increased exponentially. With a price of $36,05 per barrel in 2004 

to $109,45 per barrel in 2012, the price of oil nearly quadrupled over a period of 8 years (Statista, 

2016). In fact, in early, 2012, the International Air Transport Association (IATA) “announced a 

downgrade to its industry outlook for 2012 primarily due to rising oil prices” (IATA, 2012). While it 

is true that there has been a recent large downward trend in fuel prices, much of Wizz Air’s growth 

and development came at a time when fuel costs were much higher. 

Labour Costs were also on the rise between 2004 and 2014 in Europe. This was especially the case 

in Central and Eastern Europe which started at a much lower baseline than those of its Western 

European counterparts. Below is a table of the progression of average wages in 5 Central and 

Eastern European countries and 5 Western European countries.  
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Figure 4. Wage progression in 10 European countries between 2004 - 2014, shown in USD$ (OECD, 

2016). 

 

Looking at the table it is quite clear that wage levels were largely static in the west and dynamic with 

a positive trend in the east. The basket of Western European countries increased the average wage 

level with 2,2% between 2004 and 2014. The Central and Eastern European countries on the other 

hand, increased the wage level in that decade with 17,8%. While there are exceptions of course, the 

trend is evident. 

2.3 Central and Eastern Europe – The Greater Regional Context 
Wizz Air was founded and grew during a very eventful period in history for Central and Eastern 

Europe. The changes, development and new trends set the wider environmental context in which 

Wizz Air progressed. For example, the economic development of the region as a whole is an 

important aspect to consider as CEE progressed substantially during the 2000’s and into the next 

decade. Another is the 2004 and 2007 European Union waves of enlargement that included 10 CEE 

countries into the common market affecting both the political as well as the social spheres in the 

region. Naturally, there is much more that can be included, however, for the scope of this paper, 

these factors proved very important and will be developed further below. 
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As indicated by the rise of average wages in Central and Eastern Europe in figure 4, the economic 

landscape in the region changed drastically in the past decade having already begun this 

transformation with the end of socialism in 1989. Moving away from a planned economy to a free 

market based one, brought with it many developments in the region. One of the results of this 

liberalization was foreign direct investment. The consultancy PWC stated that “FDI proved to be 

vital in facilitating the modernisation, restructuring and privatisation of the previously centrally 

planned economies of CEE countries. With this infusion of FDI came new technology and skills, 

increased productivity and jobs” and the correlation between FDI and the growth of real GDP in CEE 

between 1990 and 2005 has been deemed very strong (PWC, 2011). There was a new economic 

reality in the region. 

Figure 5. Yearly GDP per Capita Development in percentages between 2004-2014 (Percentage in 

Europe in 2004 (World Bank, 2016).   

Country Code 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

Austria AUT 2,1 1,4 2,8 3,3 1,2 -4,1 1,7 2,5 0,3 -0,3 -0,4 

Belgium BEL 3,2 1,5 1,8 2,6 0,0 -3,1 1,8 0,4 -0,6 -0,5 0,9 

Czech Republic CZE 4,9 6,3 6,6 4,9 1,9 -5,4 2,0 1,8 -1,0 -0,6 1,9 

Germany DEU 1,2 0,8 3,8 3,4 1,3 -5,4 4,2 3,6 2,1 -1,8 3,1 

Estonia EST 6,9 10,0 10,9 8,2 -5,2 -14,6 2,7 7,9 5,6 1,9 3,2 

Slovak Rep. SVK 5,3 6,4 8,5 10,8 5,6 -5,6 5,0 2,7 1,4 1,3 2,4 

Hungary HUN 5,2 4,6 4,0 0,6 1,0 -6,4 1,0 2,0 -1,2 2,2 4,0 

Italy ITA 0,9 0,5 1,7 1,0 -1,7 -5,9 1,4 0,4 -3,1 -2,9 -1,4 

Poland POL 5,2 3,6 6,3 7,3 3,9 2,6 4,0 5,0 1,6 1,3 3,4 

United King. GBR 1,9 2,3 1,9 1,8 -1,2 -4,9 0,7 1,2 0,5 1,5 2,3 

 

The table uses the same basket of countries as the table about wages. Starting from 2004 to 2014, 

it is evident that the economies of Central and Eastern Europe outpaced those of Western Europe in 

terms of GDP growth per capita in percentages. While uncommon, some countries in the Eastern 

half of the continent reached double-digit growth at times such as 10,8% in Slovakia in 2007 and 

10,9 % in Estonia in 2006. While the basis of the GDP was much lower in the Eastern half of the 

continent, these figures indicate a very strong economic trend. This is further evidenced by the overall 

higher growth rates even after a tumultuous 2009 for the majority of countries in Europe. 
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As for the political context, in 2004, 8 Central and Eastern European countries joined the European 

common market and 3 years later, in 2007, Romania and Bulgaria joined as well. This was a paradigm 

shifting development not only for the whole CEE region but for greater Europe as well. The European 

Union was facilitating an integration within the continent due to the free movement of people and 

goods between country borders.  

The common market for labour meant that every citizen of an EU country has the right to relocate 

and work in another EU country and enjoy the same rights as a national of that country. The pattern 

was primarily east to west which resulted in many national diasporas within Europe. An example of 

this phenomenon is the establishment of Bulgarian diasporas in Spain and Germany.   

The EU also gave many people the option of studying abroad in another member country by 

simplifying acceptance processes etc. Additionally, tuition fees were either reduced drastically or 

completely eliminated for CEE students wishing to study in Western Europe and vice versa which 

encouraged intra-European study. The movement pattern again, was primarily east to west. 

However, Poland is good example of a CEE country that has become a regional centre for education 

attracting many students, especially from Sweden, to study at its academic institutions. 

The opening up for visa-free travel was also a result of this expansion. It opened up alternatives for 

tourism in the eastern half of the continent for western Europeans as well as for CEE citizens wishing 

to explore the western half. The EU expansion meant that a substantial number of tourists choose 

to explore the cities of Budapest and Prague as weekend getaways as options to Rome and Madrid. 

The Bulgarian beaches are also considered alternatives to the more established holiday resorts in 

Spain and Italy and skiing in the Romanian Carpathians or the Slovakian High Tatras as options to 

the Alps. In short, the continent was becoming more integrated. 

3 Literature Review 
The literature review will, just like all the other parts, be divided in three. The first will identify 

appropriate theories and frameworks to be used in examining the strength and success of Wizz Air’s 

strategy as well as, to a limited degree, the company’s resources and capabilities. The focus will 

primarily be on the company’s two main aspects of strategic differentiation, namely the business 

model and the concentration on a specific geographical area. The second group of theories and 

frameworks identified will be used to judge the attractiveness of the airline industry in CEE during 
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the time of Wizz Air’s foundation and growth. The final group, will present and discuss the theories 

that will be used to discern the impact of the regional dynamics on the individual firm level. The 

latter two focus areas relate to the external environment as opposed to a more internally specific 

approach in the first. This is due to the fact that, as Henry indicates in the figure below, the external 

environment is separated into both the competitive industry specific sphere as well as the general 

macro level which both exert an influence and need to be taken into account by the individual firm 

(Henry, 2011). 

The strength of this approach is that it covers a couple of key traditions from the last few decades 

within the field of strategic management. The 1970s and 1980s primarily focused on the external 

context as the source of success, while “during the 1990s, the focus of strategy analysis shifted from 

the source of profit in the external environment to the sources of profit within the firm” (Grant & 

Jordan, 2015, p9). Additionally, elements of one of the most recent perspectives arguing for the 

source of competitive advantage; namely adaptability has also been included. Reeves and Deimler 

state that the world has become more uncertain and that it is the companies that are “really good 

at learning how to do new things” and “act on signals of change” that are best off (Reeves & Deimler, 

2011). 

Figure 6. The organization and how it relates to the competitive environment as well as the general 

environment. (Henry, 2011, p38) 
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3.1 Company Strategies, Resources and Capabilities 
“Strategy is about success” (Grant & Jordan, 2015, p2). It would therefore be logical to state that 

when it comes to business, success is ultimately derived from strategy. As a key concept in this paper 

is success, business strategy will be of utmost importance throughout the literature review, the 

analysis and subsequent conclusion. Strategy, however, is not a notion with a single definition or 

indeed universal acceptance of what it entails. Lyneis, identifies business strategy to concern where 

and how a business competes, while delving deeper into aspects such as goals, product/services, 

markets organizational structure, systems and policies (Lyneis in Meyers, 2011, p 69). 

BusinessDictionary.com succinctly put it as a “method or plan chosen to bring about a desired 

future, such as achievement of a goal or solution to a problem” and “the art and science of planning 

and marshalling resources for their most efficient and effective use” (BusinessDictionary.com, 

2016). Both sources stress the importance and value of resources, while Spender mentions that “any 

definition that ignores the particularities and difficulties of the context in which the goal is pursued 

is useless ‘one-handed clapping’ (Spender, 2014, p6). All in all, the different definitions outline a 

number of concepts, some overlapping and some not, as included in strategy, however, the most 

straightforward way of putting it is that they are all concerned with achievement and success as 

Grant and Jordan posit.  

Wizz Air’s priorities that differentiate the company from others in the airline industry in Europe is 

the focus on low fares and a close relation to the Central and Eastern European region. Therefore, 

theories and frameworks based on these aspects and the competitive advantage, defined as a 

“condition that enables a company to operate in a more efficient or otherwise higher-quality 

manner than the companies it competes with”, that they might lead to will be outlined below in 

order to help with the analysis further down (Kelly & Booth, 2004, p 28). 

3.1.1 Strategic Positioning – Generic Strategies 
Early on in his 1980 book, Competitive Strategy: Techniques for Analyzing Industries and 

Competitors, Michael Porter outlines three generic competitive strategies for achieving competitive 

advantage. Porter recognizes that the three strategies described below are generic and that they 

might need to be developed and changed when considering certain industries (Porter, 1980). 

However, for this paper, the three generic strategies have been deemed sufficient with which to 

start the debate. 
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Cost Leadership 

Lowering prices are a popular and strong method of attracting customers. “Cost leadership requires 

aggressive construction of efficient-scale facilities, vigorous pursuit of cost reductions from 

experience, tight cost and overhead control, avoidance of marginal customer accounts, and cost 

minimization in areas like R&D, service, sales force, advertising, and so on” (Porter, 1980, p35). 

Some key indicators can be low unit costs, large operating margins, etc. However, achieving cost 

leadership is not as straight forward as it may initially sound. “Achieving a low overall cost position 

often requires a high relative market share or other advantages, such as favourable access to raw 

materials. It may well require designing products for ease in manufacturing, maintaining a wide line 

of related products to spread costs, and serving all major customer groups in order to build volume. 

In turn, implementing the low-cost strategy may require heavy up-front capital investment in state-

of-the-art equipment, aggressive pricing, and start-up losses to build market share. High market 

share may in turn allow economies in purchasing which lower costs even further” (Porter, 1980, p 

36). Focusing concretely on the airline industry, the business model of a Low Cost Carrier (LCC) has 

been widely written about and key aspects of this model have been delineated. Typical European 

LCC airlines are Norwegian, EasyJet, NIKI, etc. Alessandro Cento lists the main features of an LCC 

business model in his book The Airline Industry: Challenges in the 21st Century. The LCC model is thus 

characterized by: 

 Focus on passenger air service with ancillary revenue increasing in value and importance. 

 Usually limited to a single continent with bases that provide a point-to-point network to 

destinations.  

 The use of secondary and tertiary airports keeps costs down as handling fees/other fees are 

usually higher in primary airports. Local government is usually interested to help attract low-

cost airlines to their airport as it is beneficial for the local economy 

 Usually, only one type of aircraft is used. 

 The planes are used as much as possible and they are on average daily in the air longer than 

on the ground. 

 There is No frills service offer without typical add-ons such as choice of seats, frequent flyer 

programmes, in-flight service etc. 
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 Sales are conducted primarily via the internet or phone. 

 Importance of ancillary services such as advertising spaces, various commissions, baggage, 

etc. (Cento, 2009) 

Figure 7. Cost advantage of the LCC model over the Full service carrier (Doganis, 2001 cited in Cento, 

2009).  

 

 

 

 

 

 

 

 

 

 

 

 

 

As seen in the figure, the low-cost carrier saves cost in a wide variety of different segments compared 

to the full-service carrier. This is especially the case in the operating advantages and the 

minimization of the product and service features. It could be argued that, traditional full-service 

carriers have started minimizing the 49% indicated difference in cost per seat between FSCs and LCCs 

by adopting some features characteristic for LCCs. For example, many traditional airlines have 

removed free catering on short flights. While this is an interesting development, the LCCs still hold a 

substantial cost advantage over the FSCs. 
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Differentiation 

Through a number of qualities such as brand, design, technology, features, etc. the differentiation 

strategy aims at offering something that is perceived as unique by the industry and “if achieved, is 

a viable strategy for earning above-average returns in an industry because it creates a defensible 

position for coping with the five competitive forces” (Porter, 1980, p37). Thus, the second generic 

strategy for achieving competitive advantage is quite different from that of cost leadership. This is 

the case as “achieving differentiation may sometimes preclude gaining a high market share. It often 

requires a perception of exclusivity which is incompatible with high market share" (Porter, 1980, 

p38). While many of the larger Asian airlines such as, Cathay Pacific, Singapore Airlines and Korean 

Air have arguably adopted successful differentiation strategies and become widely successful, in 

Europe this has not been as prevalent. Porter mentions, that a differentiation strategy for achieving 

competitive advantage often comes with higher prices. While this can be the case it is not always 

true. “In other businesses, differentiation may not be incompatible with relatively low costs and 

comparable prices to those of competitors” (Porter, 1980, p38). 

Focus 

The third competitive strategy outlines a concrete group to target. “The low cost and differentiation 

strategies are aimed at achieving their objectives industrywide, the entire focus strategy is built 

around serving a particular target very well, and each functional policy is developed with this in 

mind. The strategy rests on the premise that the firm is thus able to serve its narrow strategic target 

more effectively than competitors who are competing more broadly” (Porter, 1980, p38). This can 

take the shape of cost leadership by offering the target group a cheaper product, differentiation by 

creating a unique product for the target group or indeed both. Typical focus strategy airlines are the 

national carriers. They have a niche market, i.e. their own domestic markets which they attempt to 

serve particularly well. 

Naturally, Porter’s three generic strategies have been subject to criticism since their presentation in 

the 80’s. While Porter presents these 3 options as alternatives to one another, others have indicated 

that this is not necessarily the case. Cunningham and Harney give the example of the Volkswagen 

AG group which pursues all three strategies simultaneously. The company “pursues cost leadership 

through the Seat and Skoda brands, differentiation through the Volkswagen (VW) brand, and focus 
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through the Porsche and Audi brands” (Cunningham & Harney, 2012, p296). An additional criticism 

of the framework for achieving advantage is that it was stated in a different time and that it is 

outdated and incomplete for today’s companies. Ventkatraman and Subramaniam enforced this 

belief in 2002 when they wrote “the path ahead is open for us to collectively recognize the 

limitations of current approaches to theorizing – not because they were wrong but because they 

have outlived their usefulness” (Ventkatraman & Subramaniam, 2002 cited in Cunningham & 

Harney, 2012, p296). Cunningham and Harney bring up the examples of Facebook and Skype and 

ask which one of Porter’s generic strategies they employ in a world that has become more centred 

around networks (Cunningham & Harney, 2012). 

While these are just two of a number of criticisms to Porter’s three generic strategies theory it still 

holds validity and will be employed as an important theory in this paper. The reason for this is 

associated to the type of company that will be analysed. Airlines operate in a mature industry 

indicating that older theories have considered it. Some might argue that the LCC model in the airline 

industry is too recent, however, the first low cost carrier, Pacific Southwest Airlines started flying as 

early as 1949 (Doherty, 2008). As the “leading authority” and “father of the modern strategy field”, 

Porter’s three generic strategies still form the basis of company strategy analysis (Campbell, Edgar 

& Stonehouse, 2011, p19). 

3.1.2 Regional Concentration 
So far, Central and Eastern Europe in relation to Wizz Air has been approached and dealt with as 

more or less as a single homogenous entity, however, it is a region made up of around 20 countries. 

It is therefore useful to think of each country as an individual piece of a larger puzzle spanning the 

eastern half of the continent. Each of these individual pieces needs to be managed separately and 

according to its particular environment. 

Building on the regional focus as a source of competitive advantage, Hill and Jones claim that “in 

determining the strength of a company’s relative competitive position, market share and distinctive 

competencies become important. A large market share signals greater potential returns from future 

investment because it suggests a company has brand loyalty and is in a strong position to grow its 

profits in the future” (Hill & Jones, 2013, p204). Market share, and in Wizz Air’s case regional-specific 

market share, is thus a key indicator of competitive advantage. It is also an indicator showing the 
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required actions of a company in a specific market. Hannaford claimed that “the current orthodoxy 

is that being #1 or #2 in your selected markets is crucial to success” (Hannaford, 2007, p12-13). This 

is perhaps a statement and sentiment that is closely associated to Jack Welch, the former CEO of 

General Electric. GE was facing a tough situation and as a conglomerate with business divisions in 

industries ranging from broadcasting to jet engines, Welch implemented the said strategy. “The way 

in which Welch kept this ungainly company with so many disparate divisions in line was through the 

doctrine that they would be #1 or #2 in every field they were in, or they would ‘fix it, sell it, or close 

it’“ (Hannaford, 2007, p13). The reason behind this was the belief that the first two companies had 

the strength to withstand a potential downturn in the industry and that the companies that were at 

risk were the number 3, 4, 5 or 6, in fact, a famous Welch quote is “be #1 or#2 in your market, 

(because) when you’re #4 or #5 in a market, you get pneumonia when #1 sneezes” (Hannaford, 

2007, p13). Of course, Jack Welch is not an academic theoretician, however, there is no doubt that 

his management abilities as well as views on strategy hold value. 

On the other hand, Bloom and Kotler indicate that companies should not focus on maximizing 

market share but instead to capture the optimal market share (Bloom & Kotler, 1975). They identify 

this when “a company has attained its optimal market share in a given product/market when a 

departure in either direction from the share would alter the company’s long-run profitability or risk 

(or both) in an unsatisfactory way” (Bloom & Kotler, 1975). The argument lies in the belief that there 

is a dynamic relationship between market share, cost and risk. A larger market share would lead to, 

for example, more risk in the form of exposure to more frequent antitrust cases being brought up 

and closer scrutiny from both the regulatory authorities as well as the customers. It might also not 

be in the interest of profit to increase the market share. Bloom and Kotler mention three situations 

where this could be the case. Relative profits could drop substantially when a company with a large 

market share tries to attract customers from competitors that might be loyal to said competitors. 

The cost of attracting them would therefore exceed the profit that they contribute. The customers 

left might have very specific needs which would cost more to offer than they would bring profit. 

Companies seeking to expand their market share will also need to invest more in legal work, public 

relations and lobbying which might ultimately not prove worthwhile. While this is an important 

factor to consider when discussing the value of a large market share, as mentioned, orthodoxy 

identifies a correlation between market share and performance. In fact, Bloom and Kotler 
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themselves state that, “capturing a dominant share of a market is likely to mean enjoying the highest 

profits of any of the companies serving that market. It can also mean winning the leadership, power 

and glory that go with such dominance” (Bloom & Kotler, 1975). 

3.1.3 The Resource-Based View 
Resources are usually divided into four major groups including both tangible and intangible 

resources (Johnson et al., 2008). These are the physical resources such as the buildings, machinery 

etc., the financial resources such as capital, debt, debtors, creditors etc., human resources in the 

form of skills and know-how of the employees, etc. and finally intellectual capital such as patents, 

brands, etc. (Johnson et al., 2008). These resources are the basis of the Resource Based View with 

roots in the works of Wernerfelt and Barney. Wernerfelt’s research is guided by the following 

question: “Under what circumstances will a resource lead to high returns over longer periods of 

time?” (Wernerfelt, 1984, p172). The RBV posits that there is a clear link between resources and 

performance. In his 1991 paper, Firm Resources and Sustained Competitive Advantage, Jay Barney 

argued that in order for a firm resource to have the potential of leading to sustained competitive 

advantage it must have four distinctive aspects (Barney, 1991). The assumption to the RBV model is 

that firm resources are heterogeneous and immobile. According to Barney, in order for a resource 

to have the potential of leading to competitive advantage in the long-run, it must be (1) valuable - 

in the sense that it should have the ability to take advantage of opportunities and protect against 

threats, (2) be rare - thereby making the holder stronger in comparison to those that do not, (3) 

imperfectly imitable - implying that competitors should not be able to easily copy the resource and 

finally (4) non-substitutability (Barney, 1991). The RBV is perhaps the champion theory when it 

comes to searching for success factors within the firm as opposed to the external environment. In 

the context of an airline, examples of these resources can be the CEO’s in-depth knowledge of the 

region, strong and secure financial backing, established and efficient supply-chains, existing 

infrastructure in the form of bases, brand recognition, etc. 

A common criticism to the RBV is the argument that the theory largely ignores the external in favour 

of the internal. This is argued by Peteraf & Bergen, 2003 as well as of course, Porter, 1991 (Schmidt, 

2010). Another is the unclear limit between what should be regarded as firm resources and what is 

instead inputs to the firm gained from the market (Foss, 2005 cited in Becerra, 2009). The RBV is a 

good counterweight to Porter’s generic strategies outlined above, however, while used, it will 
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indeed take a backseat to Porter’s theory in this paper. The reason for this has to do with practical 

details and will be explained further in the chapter on methods.  

3.1.4 Dynamic Capabilities 
Usually ascribed as a development or off-shoot of the RBV theory, dynamic capabilities is “a 

strategic management framework that emphasizes a firm’s ability to adapt quickly to fast changing 

environments as the main source of competitive advantage in the modern business world” (Law, 

2016, p206). This is somewhat of a compromise between the outward focus of Porter and the 

inward focus of Wernerfelt and Barney. Even though it is derived from the RBV as it bases the 

competitive advantage of skills and resources present in the firm, it is arguably closer to Porter’s 

view of the importance of the external as it recognizes that the ability to comprehend the external 

changes and developments is fundamental for success. Dynamic capabilities are especially 

applicable and need to be taken into consideration when examining the airline industry, due to 

the industry’s nature of exposure to many different external factors and usually operating over a 

large geographic area. Thus, presenting the phenomenon of dynamic capabilities, this leads on 

well to looking into theories and frameworks solely focusing on the external.  

3.2 The Commercial Airline industry in Central and Eastern Europe 
The next focus area is the first circle around the organization as seen in figure 6; namely the industry. 

The CEE airline industry from 2004 onwards was incredibly dynamic. Liberalization of legislation 

changed the environment in which the existing company’s operated and presented a new reality. 

This section will outline the theories that will be used further down in the analysis to understand 

the market attractiveness of the industry at the time. How did the market look like? 

3.2.1 Porter’s Five Forces as a Framework for Analysis 
Porter’s Five Forces are just like his three generic strategies presented above a staple in business 

school literature. In his 1980 article Industry Structure and Competitive Strategy: Keys to 

Profitability, Porter outlined the framework that would shape much of the discourse on competition 

and market attractiveness in the future. “The state of competition in an industry depends on five 

basic competitive forces (…). The collective strength of these forces determines the ultimate profit 

potential in the industry, where potential is measured in terms of return on invested capital” 

(Porter, 1980, p31). The strength of these five forces, which are the threat of new entrants, 

bargaining power of buyers, rivalry between existing competitors, threat of substitute products and 
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bargaining power of suppliers is determined by the basic economic and technological features of 

the industry. “These forces range from intense in industries like tires, paper and steel, where no firm 

earns spectacular returns, to mild in industries such as oil field equipment and services, cosmetics 

and toiletries, where high returns are common” (Porter, 1980, p30). 

Figure 8. Porter’s Five Forces (Porter, 1980) 

 

 

This framework is not without its critics, however. There have been indications that the theory is no 

longer valid and obsolete in today’s environment. Digitalization and globalization are phenomena 

that have served to make the “environment much more dynamic and uncertain for business” which 

did not exist to the extent that they do now when Porter formulated the framework (Hamilton & 

Webster, 2015, p92). Godfrey states that the existence of only five forces has been questioned in the 

past and indicates that three other potential forces have been mentioned; namely government, 

technology and complementary industries (Godfrey, 2016). Porter provides responses to these 

three arguable forces by stating that government affects every aspect of the industry and so cannot 

be separated from the forces already stated while technology is not a determinant of attractiveness 

or unattractiveness in the industry and is thus not in-scope for the framework (Godfrey, 2016). As 

for the complementary industries, Porter comments that they, just like government, saturate a 

number of different forces and so cannot be removed to form an individual force (Godfrey, 2016). 

Despite its age and numerous critics, the framework has been called as late as in a 2016 textbook 
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on strategy as “one of the most useful and widely applied tools of strategic analysis” (Grant, 2016, 

p90). 

Threat of New Entry 

“New entrants to an industry bring new capacity, the desire to gain market share and often 

substantial resources. They can bid down prices or inflate costs, reducing profitability” (Porter, 1980, 

p32). These new companies attempting to enter the industry are a threat to incumbents as they see 

their place at risk. Porter indicates that the decision to enter a new market depends on the entry 

deterring price which is the break-even price between the cost of entering a market and the 

potential/forecasted benefit. Incumbents can aim to discourage potential entrants in a number of 

ways, either by lowering their price and thus diminishing the benefit that the entrants could 

potentially pursue as well as using to back-up resources and capacity to discourage new entrants 

into the market. Another barrier to entry protecting incumbents could be the existence of large 

costs associated to entry. These could, for example, be in the form of requiring expensive 

machinery, regulatory compliance etc. Additionally, large incumbents could be enjoying the benefits 

of economies of scale in the market which would require the new entrant to either invest 

substantially upfront or sell at a higher price than the existing competitors. Incumbents could also 

have command over existing distribution channels or developed brand loyalty among the customers 

in the industry. Switching costs need to be considered as large costs associated to moving the 

customer’s business from the incumbent to the new entrant which could dissuade them to do so. 

Government policy could also prove restrictive for new entrants as there is a possibility of limitations 

for entrants, Porter states that railroads, broadcasting and freight forwarding could be examples of 

some of these industries. In fact, Grant mentions that there are scholars who see government 

policies as the only truly effective barrier to entry (Grant, 2016). Finally, incumbents in come 

industries could have access to intellectual property rights and patents as well as scarce and unique 

resources that no entrant, no matter their degree of investment can attain, dissuading the new 

company to enter the market (Porter, 1980). 

Rivalry between Incumbents 

The second force shaping the competitive atmosphere of a market and thus its attractiveness is the 

degree of rivalry between incumbents. “Rivalry occurs because one or more competitors either feel 
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pressured or see the opportunity to improve position. In most industries, competitive moves by one 

firm have noticeable effects on its competitors and thus may incite retaliation. Firms are 

consequently mutually dependent” (Porter, 1980, p35-36). Porter introduces the factor of varying 

degrees of market rivalry by stating that some industries face a high degree of rivalry while others 

are characterized by a lower degree. The number of competitors has a role to play in determining 

the degree of rivalry as a large number of firms will more likely lead to a higher level of rivalry vis-à-

vis industries with a low number of competitors. There are other industry features that incite a 

higher degree of rivalry among competitors such as relatively slow growth of the industry. This 

means that profits do not grow as the industry grows and so companies need to take over market 

share from rivals in order to achieve this. Another is associated to the type of good or service 

provided. The more similar the products are and the more they are commoditized the competitors 

need to engage in price-cutting and enhanced service in order to compete. Large exit barriers also 

serve to spur on incumbent firm rivalry as companies that are not performing as well as their 

competitors stay in the market. The combination of high entry barriers and low exit barriers is thus 

the best case scenario for successful incumbent firms in terms of market rivalry. 

Figure 9. Interplay between Entry and Exit Barriers (Porter, 1980) 

 

 

 

 

 

 

Porter also gives the discussion a temporal aspect. He claims that “as an industry matures, its growth 

rates decline, resulting in an intensified rivalry, declining profits and (often) a shakeout,” giving the 

recreational vehicle industry as an example pointing to the developments after the successful years 

in the 1970’s (Porter, 1980, p37).  
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The Role of Substitute Products 

Substitutes are “products that can perform the same function as the product of the industry” 

(Porter, 1980, p38). There is an inter-industry rivalry that needs to be observed and it is one that 

puts a limit to “the profit potential of an industry by placing a ceiling on the prices firms in the 

industry can charge,” Porter calls this the price-performance tradeoff. He gives the example of sugar 

and fructose as substitute products and advises firms to focus on substitutes that are advancing on 

the price-performance trade-off, have a low switching costs and part of an industry that is growing 

substantially as the most dangerous. 

The Power of Buyers 

The bargaining power of buyers is vital to the attractiveness of an industry and to its profitability as 

the “buyers represent a competitive force because they can bid down prices, demand higher quality 

or more services, and play competitors off against each other” (Porter, 1980, p38). Buyers are 

typically segmented into buyer groups with varying degrees of influence. If a buyer group purchases 

large volumes in proportion to the total sales of a given supplier that group is regarded as powerful 

as its business is of great importance to the supplier. A group of buyers also become more powerful 

if the given purchase represents a large part of the total expenditure as they will be more inclined 

to spend the resources in order to get the best deal possible. The situation is similar if the buyers in 

the group themselves only have a small percentage of profit, as they will be more careful and frugal 

in the way that they spend money. Information is another important factor contributing to the 

bargaining power of the buyer. Should the buyer be well informed in terms of what the market 

offers and the operating costs of the suppliers their ability to negotiate a more advantageous deal 

will increase. 

Power of Suppliers 

The other side of the coin presented above is the bargaining power of suppliers to firms in the given 

industry. “Supplier can exert a competitive force in an industry by raising prices or reducing the 

quality of goods they sell. Such price increases can squeeze profitability out of an industry unable to 

recover cost increases in its own prices” (Porter, 1980, 39). Suppliers can, just like the buyer group 

above, be divided in to groups exerting different levels of influence. Firms in an industry 
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characterized with only a limited number of suppliers will be at the mercy of said suppliers who will 

exert a high degree of power. The extreme example occurs when the supplier holds a monopoly, 

with no substitutes available, thereby commanding full bargaining power. High switching costs could 

also form a barrier thereby diminishing the bargaining power of the buyer. Porter specifically 

mentions labour as a supplier that is very powerful by claiming that “there is substantial empirical 

evidence that scarce, highly skilled employees (e.g., engineers and scientists) and/or tightly 

unionized labor can bargain away a significant fraction of potential profits in an industry” (Porter, 

1980, p40). 

3.3 The Greater Regional Context 
“What happens in the general environment is important to an organization. This is because changes 

that take place in the general environment may point to trends that can substantially impact upon 

an organization’s competitive environment” (Henry, 2011, p37). As mentioned, the greater regional 

context in Central and Eastern Europe, indicated by the circle around the industry in figure 6, 

changed dramatically during the 2000’s. As the region left behind a tumultuous decade in the 

1990’s, a new reality was presenting itself. This new reality saturated every aspect of life and 

provided a new context for businesses in the region. The difficulty here is the very large number of 

variables that were affected by the changes and therefore finding a theory and framework to best 

capture and understand this new environment can prove challenging. Whatever theory that will be 

used is therefore a compromise rather than an all-encompassing model. The SWOT framework 

could have been used to analyse the external environment primarily under the (O)pportunies and 

(T)hreats headings. However, it does not categorize areas of examination and is thus not concrete 

enough to guide the discussion. Despite SWOT analysis being one of the two most popular 

frameworks for business environment scanning it will not be used as such in its complete form 

(Blackshaw & Crawford, 2009). Rather the arguably more sophisticated PEST analysis will be used with 

the identification of the opportunities and threats in each area of focus to be determined (Blackshaw 

& Crawford, 2009). Unlike the 5 Forces described above, PEST does not provide a distinction between 

a beneficial or hostile external environment. This would be impractical as it covers a vast array of 

different factors and aspects, some known and some unknown, in order to create a succinct but yet 

exhaustive list of what should be included in each focus area. Rather, the reason for using this 

framework is its structured approach to analysing the greater environment. The classification of the 
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PEST framework into 4 distinct areas of focus with which to analyse the external environment helps 

to structure the analysis rather than looking for opportunities and threats at random. 

3.3.1 The Pest Framework 
The PEST framework can date back its foundation to the 1960’s when Harvard professor Francis 

Aguilar created the ETPS model (Cummings & Angwin, 2015). While the name has changed on 

numerous occasions being called ETPS and STEP at different times the name PEST has become part 

of the mainstream business vernacular (Cummings & Angwin, 2015). “PEST is the acronym for the 

Political, Economic, Social and Technological environment and is simply a framework by which the 

external environment can be approached in relation to identifying and assessing the risks to an 

organization” (Blackshaw & Crawford, 2009, p25). Thus, a strong benefit to this model is that while it 

focuses on the external environment it does so in relation to how it affects the individual firm. Each 

of the four aspects will be presented briefly below. 

Political 

The government plays an important role in determining the competitive environment as well as 

general operations for any given company in any given industry, through the general stability of the 

political climate, government policy and regulations (Henry, 2011). Political stability is especially 

important in countries with unrest as the business climate becomes less predictable and ensuring 

the safety of a companies’ employees and investments becomes even more important (Henry, 

2011). Government policy of liberalization and deregulation will serve to increase the competition 

in industry. This might mean that “previously comfortable industries feel the chill wind of change, 

and organization within the industry are forced to innovate and cut costs to remain competitive” 

(Henry, 2011, p49). New regulations will also alter the dynamics of a market. An example can be 

limits to fuel emissions for cars manufacturers who will need to innovate and spur on their fuel 

efficiency (Henry, 2011). This will mean that the more innovative companies will fare better with 

this regulation.  

Economic 

The economic factors should also be scanned when analysing the external environment. In general, 

“key economic indicators include interest rates, disposable income, unemployment rates, retail 

price index (inflation), gross domestic product (GDP), and exchange rates” (Henry, 2011, p51). The 
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economic factors are quite complex in the way that they affect the environment. Some of the 

abovementioned indicators are more likely to affect particular industries rather than the entire 

external environment as a whole, for example, “the construction industry and manufacturing are 

more susceptible to increases in the rate of interest. Manufacturing organizations which export 

goods abroad will be scanning the general environment for sign of an appreciation in exchange 

rates, the effect of which will be to make it harder for them to sell their goods abroad but relatively 

easier for importers to sell their goods in the domestic market” (Henry, 2011, p51). Without diving 

too much in depth into this however, it is possible to state that “the strengthening of an economy 

will generally benefit industries” (Henry, 2011, p51). 

Social 

There are many social factors that affect the external environment of a company. “Social factors 

include cultural changes within the environment and are often referred to as socio-cultural” (Henry, 

2011, p53). An example is an increase in customer awareness in corporate social responsibility. 

Changes to the demography of the external environment will also be of influence to the individual 

firm. These changes can take the shape of “population growth, movements and age distribution” 

(Needham & Dransfield, 1994, p312). Companies will therefore need to closely scan their customers 

for changes in demographics, preferences and values as this will have an impact on their business. 

Technological 

The progression of technological development is the final factor that makes up the PEST model. One 

of the main examples used to indicate the substantial role that new technologies have on the 

individual firm is the rise of the internet. Henry gives the example of a smaller firm which previously 

would have been unable to compete with more established companies and not be able to reach 

potential target groups and customers on a global basis due to high adverting prices. “With the 

advent of the Internet, a retailer can access these customers with a basic web page advertising its 

wares worldwide” (Henry, 2011, p54). Examples of industries that have been changed dramatically 

with the internet are the newspaper and financial services industries, with people reading the news 

online and through internet banking (Henry, 2011). In fact, Henry notes that the internet has been 

placed alongside the industrial revolution due to its importance and the change that it has brought 

about. “The pace of technology is increasing. Its unpredictability is increasing. Markets are becoming 
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increasingly turbulent” (Henry, 2011, p54). Technology thus, has the potential to completely 

transform the external environment. 

Limitations 

A common limitation of the PEST model is the limited temporal validity of the analysis. This is the 

case as “the rate of change of PEST factors in the general environment and their increasing 

unpredictability act to limit the use of PEST analysis” (Henry, 2011, p58). As the external 

environment changes so does the need for re-analysis. The usefulness of PEST analysis has also been 

questioned. Porter stated that the most important factor impacting a company’s market and success 

of its products and services is the competitive environment (Henry, 2011). External analysis is thus 

not as important but rather a back-up approach. Despite this, Henry mentions that “whilst there is 

agreement that the competitive environment has the greatest effect on an organization’s ability to 

achieve competitive advantage, it would be unwise to refrain from analysing the general 

environment” (Henry, 2011, p58). 

A short mention should be made here that the PEST model has, by some, been extended to PESTEL 

or PESTLE including legal and environmental factors as separate aspects of analysis. This has not 

been proceeded with as the two new components arguably are already integrated in the former. 

The legal aspect can be found in the political while the environmental can form a part of all the 

others (Henry, 2011). 

3.4 Theoretical Interplay 
While the theories used to analyse the strategy of the firm, as well as to some extent the company 

resources and capabilities, and the frameworks identified to scrutinize the competitive environment 

of a given industry and the general external environment have been presented in separate sections 

they should not be viewed as theoretical silos. A company aims to position itself advantageously in 

order to pursue a strategy that will prove beneficial and successful with regards to the different 

elements of the competitive environment. The competitive environment is subsequently moulded 

by the general environment affecting all industries albeit in different manners. Any given company 

is thus ultimately dependent on the general environment. Therefore, equal attention to the three 

focus areas needs to be dedicated and this consequently diverges from Porter’s belief that the 

competitive environment is the most important factor in determining the success of a company or 
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indeed the resource-based view which focuses on the internal strengths of the firm (Porter cited in 

Henry, 2011).  These theories, however, are essential in understanding the specific factors of success 

that either have an effect on the greater external environment, as defined by PEST, or that are 

derived from it. 

4 Methods and Heuristics 
In his book Methods of Discovery – Heuristics for the Social Sciences, Andrew Abbot meticulously 

discusses the issue and importance of methods when designing a study. He argues that there is no 

exclusive or indeed main method belonging to each social science discipline (Abbott, 2004). In fact, 

“one might expect that various social science methods would be versions of a single explanatory 

enterprise or that they would be logical parts of some general scheme, but in practice they don’t 

work that way. Far from being parts of a general scheme, they are somewhat separated from one 

another and often mutually hostile.  In fact, many social scientists use methods that take for granted 

that other methods – used by other social scientists – are useless. But nobody cares much. The 

various methodological traditions roll along happily ignoring one another most of the time” (Abbott, 

2004, p13). Despite these antagonisms and contradictions between different methods, Abbott 

posits that they are all built as answers to 3 basic questions, namely; 

1) How to gather the data? 

2) How to analyse the data? 

3) How many cases should be examined?  

Additionally, Abbott discusses the importance of distinguishing between different kinds of 

explanations which will be included in this section due to the explanatory nature of this paper. Thus, 

the method for the analysis will be built by answering the abovementioned three basic questions 

and rounded off by indicating what type of explanation will be pursued. Each choice will be argued 

for and explained why, in this situation and for this concrete paper, it is the best, most appropriate 

or indeed possible. 

4.1 Data Gathering 
According to Abbott there are four main established methods for gathering data in the social 

sciences, namely: 
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I. Ethnography – this is the method of gathering data through personal interaction, ranging 

from more indirect degrees such as interviews to up-close interactions immersing oneself in 

the focus of the study.  

II. Surveys – this is a method that just like the previous ethnographical one comes in a number 

of forms. A survey can either be done through questionnaires or indeed by interviewing 

respondents. 

III. Record-Based Analysis – the third method is less personal than the previous two as it involves 

diving into formal documents such as annual reports, public announcements and other 

official publications.  

IV. History – this can take the shape of either a survey, period-specific documents or 

ethnographies, the choice does not matter as long as the materials used are from the time 

studied (Abbott, 2004). 

With these choices explained and understood it is possible to make an informed decision as to which 

is the most appropriate to answer the question at hand. The first option is quite tempting to pursue, 

however, it comes with certain demands that might not be plausible. Getting an ethnographic 

account from someone very high up in the Wizz Air hierarchy, especially the CEO Jozsef Varadi, 

would give the paper an extra specialist perspective on the company’s strategy, resources and 

capabilities and how they relate to the industry and the considerations around the growth of the 

CEE region. This would be very useful for RBV analysis especially in terms of discovering more 

intangible resources and capabilities such as corporate culture, management styles etc. The 

limitation here is that for this to be of any use, the ethnographic account really needs to come from 

someone very high up in the organization. This might therefore not be a plausible method to pursue. 

Surveys would not really be of any concrete use to answering this paper. The focus of the paper 

aims to identify a number of factors and not explicitly portray customer preferences, even though 

this also played a role, the survey method, if chosen, would have been more of a complement than 

the main one. The fourth method would be more plausible as it does lend itself to answering the 

appropriate questions and even though this paper is retrospective it would be incorrect to call it 

historical. The temporal aspect thus does not work. 
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Therefore, the record-based analysis method of gathering data has been chosen. The information 

that will be analysed has been primarily gathered from Wizz Air’s annual reports, public statements 

and website. As the company went public last year, available information increased dramatically 

and this is evidenced through the citation of much Wizz Air sourced data published on the 

company’s website dated 2015 and onwards. However, a significant limitation is that detailed data 

prior to the IPO is much less available. Other complementary information about the industry and 

region has been taken from large global newspapers and publications as well as specialist records 

and accounts in official literature. Care has been taken when citing information to ensure that it has 

only been published in reliable sources. While this method does not lend itself well to the 

identification and examination of internal and intangible resources and capabilities it is overall the 

most appropriate out of the four mentioned.  

4.2 Data Analysis 
Abbott mentions three main methods of analysing the data that has been gathered as indicated 

above. These are: 

I. Direct Interpretation – this is the method of personal reflection and interpretation of the 

data.  

II. Quantitative Analysis – a major component of this method is the use of a standard statistical 

tool of analysis with which to search for a discernible link between action and causation. 

III. Formal Modeling – the final method relies on the use of theories and frameworks which aims 

to mimic reality and act as tools with which to make sense of the dynamics of the world 

(Abbott, 2004). 

It is most likely quite evident which of the abovementioned methods will be used, however, a quick 

run through will explain the choice in more detail. The first option is not a viable choice for this 

paper. While it can, to some degree, be adopted by individuals with a vast amount of experience 

and insight into the company, industry and region this is not the right forum for such a method. 

Quantitative analysis would have been an interesting and possible choice had this paper not been 

centred solely on one company. A larger number of company units of analysis would have been able 

to give additional perspectives on, for example, the role of the region’s growth on the companies. 



 
 

41 
 

Formal modeling has been chosen as the method of data analysis and the theories presented in the 

literature review section will be the frameworks used to mimic and categorize reality. By using the 

work and considering the input of Barney, Porter, Aguilar, Jack Welch, etc. academics, theoreticians 

and practicians with considerable authority in the field of strategy the paper rests on solid pillars. 

4.3 Number of Cases 
The final aspect that outlines the methodology of a research project is the number of cases that will 

be examined. There are three different kinds of analysis in this respect, each contributing with 

different strengths: 

I. Case-Study Analysis – this method involves dedicating all focus on one single case and 

permits the researcher to delve into the depths with regards to the details of the company, 

situation, etc. 

II. Small-N Analysis – this type of methodology focuses on a restricted number of units of 

analysis. It allows for a larger degree of generalization however loses on the scope of detail 

prevalent in the former method. 

III. Large-N Analysis – the final method aims to create generalizations by analysing a very large 

pool of cases. These cases are often randomly picked in order to strengthen the 

argumentation of universal validity for the results obtained as the sample has not been hand-

picked (Abbott, 2004). 

Each of the abovementioned methods concerning the number of cases used would have given 

something unique to the paper. A Large-N analysis would have been very useful in order to examine 

the role of the external environment on the companies in the CEE. By including companies from 

other industries in the sample it would have been possible to make some kind of generalization 

should the results point in the same direction. It would also have been possible to examine whether 

the external environment affected the CEE airline industry in a different manner than, for example, 

the metallurgical industry in CEE. This method however, is not viable in a paper of this nature as the 

results and the necessity to have a very wide scope could fill a series of books. Small-N analysis, on 

the other hand, would have been able to illustrate the differences in success between a few airlines 

in CEE. If Wizz Air, Slovak Airlines and LOT Polish Airlines were to be picked as a Small-N sample, it 

would have been very interesting to see how one succeeded, one failed and one was close to failing. 
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It is this comparison that would have, for example, examined the relationship between the 

strategies adopted by these airlines and their subsequent performance. This method will not be 

used either as the inclusion of a few more companies of emphasis will have diverted attention too 

much from Wizz Air, with details and specificity on the Hungarian ULCC suffering in the process. 

This paper will solely focus on Wizz Air meaning that the method used will be the first one stated; 

the case-study analysis. The reason for this is that the research question demands complete 

attention to be dedicated to the company of focus. In order to answer the question and map out 

how Wizz Air claimed the top spot in Central and Eastern Europe, a detailed account of Wizz Air and 

its relation to the industry as well as the external environment needs to be analysed. Having said 

that, other airlines in the region will be mentioned, however, this is only done in the context of 

explaining how they contribute to forming Wizz Air’s environment rather than as units of focus in 

themselves.  

4.4 Types of Explanation 
The research question; how did Wizz Air become Central and Eastern Europe's top airline?, has the 

ultimate goal of explaining a phenomenon. However, there are different kinds of explanation that 

take on different dimensions and are more apt and useful in different fields of research.  

The first type of explanation “allows us to intervene in whatever it is we are explaining” (Abbott, 

2004, p8). Abbott calls this the pragmatic approach of explaining and gives the example of 

discovering a particular germ which causes a disease, by discovering the germ, it allows for 

intervention. However, this type of explanation is primarily used in the natural sciences and not as 

much in the social sciences due to the necessity of having a very narrow neck of causality (Abbott, 

2004). The social sciences rarely have such a distinct narrow factor-causality link but rather things 

happen due to multiple reasons of varying degrees.  

The second explanatory view is satisfied when a phenomenon is explained to such a degree that no 

further research and questions remain. It is also called the semantic view and aims to translate the 

focus of scrutiny from one forum of incomprehensibility and complexity to another that is simpler 

and can be better understood. This process is repeated until there is no further need to demystify 

the phenomenon. It is important to note that this final arena of understanding is unique to the 
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individual researching as “different schools of thought have different final realms for explanation” 

(Abbott, 2004, p10-11). 

The final type of explanation is “when we have made a certain kind of argument about it: an 

argument that is simple, exclusive, perhaps elegant or even counterintuitive” (Abbott, 2004, p9). 

This is the syntactic view of explanation as it “emphasizes the syntax of an account rather than its 

ability to help us act (the pragmatic view) or its ability to translate a phenomenon into a realm we 

think we understand intuitively (the semantic view) (Abbott, 2004). It is highly focused on presenting 

the explanation in an eloquent and logical manner and Abbott mentions a number of philosophers 

having employed this type of explanation when outlining their work and thoughts. 

The type of explanation most apt for explaining Wizz Air’s success is the semantic view. By taking a 

complex phenomenon that cannot be understood at first sight, it will be explained through the 

dimensions, theories and frameworks of Barney, Porter, Aguilar, Kotler, Henry, etc. into a number 

of factors that can be easily approached and comprehended.  While, these are theories that are not 

universally seen as having reached the ultimate stage of explanation due to their critics for example, 

they nevertheless form a solid basis for many academics and theoreticians of strategy. 

5 Analysis 
Now that all the prerequisites for the analysis have been presented it is possible to start with the 

core of the paper namely answering the question; how did Wizz Air become the top airline in Central 

and Eastern Europe? The structure of the analysis will follow the same one set up in the literature 

review. First, Wizz Air’s strategy, combined with some of the company’s resources and capabilities, 

in contributing to the success of the company will be outlined followed by a look at the industry 

attractiveness in the region and how it affected Wizz Air concretely. The third part will examine the 

role of the general external environment in assisting Wizz Air’s success. Having outlined these three 

parts and highlighted the major factors in contributing to the company’s success, these factors will 

be compared and judged on their degree of importance and how they relate to each other. The 

ultimate goal is therefore to identify a constellation of factors that contributed to propelling Wizz 

Air to the top spot in the region.  
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5.1 Wizz Air’s Strategy and Strengths 
As mentioned above, Wizz Air’s strategy is based on two major factors. These are the commitment 

to low prices and to the Central and Eastern European region as a whole. This part will assess how 

successful Wizz Air has been in implementing their strategy, whether it was the correct strategy and 

to what degree it was underpinned by the company’s strengths and capabilities. 

5.1.1 Wizz Air as a Low-Cost Airline 
Examining the company through Porter’s generic strategies, there is no doubt that Cost Leadership 

plays an important part of Wizz Air’s strategy. The company ticks all boxes on Alessandro Cento’s 

list of what identifies a Low Cost Carrier. 

 Wizz Air is a commercial airline with a large degree of business coming from ancillary income. 

Looking at a three-month period in 2015, almost 40% of Wizz Air’s revenue came from ancillary 

services (Wizz Air, 2016). The dedication to promoting ancillary revenue income can be especially 

observed in the in-flight advertising space. For example, advertising in the Wizz Air Magazine 

reached 2,8 million readers per issue in 2014 and with advertising on tray tables, skyline panels, 

overhead bins, boarding pass etc. the company makes use of many different channels to maximize 

their ancillary income (Wizz Magazine, 2014). In fact, Fortune Magazine identified Wizz Air as the 

second airline ranked globally on ancillary revenue as a proportion of total revenue (excluding 

loyalty programmes) strongly outperforming the main low cost competitor Ryanair who only 

reached 25% (Fortune, 2015). This indicates, that Wizz Air does not simply look to promote ancillary 

income, the company actively seeks to maximize this source of revenue. 

The company operates from bases in a point-to-point network primarily from secondary airports 

and tertiary airports. For example, instead of flying to Oslo’s main airline Gardermoen, Wizz Air 

connects to Oslo Sandefjord Torp airport, over 100 km away from the Norwegian capital and the 

same pattern can be observed with Hamburg Lubeck airport. Another interesting example can be 

seen in the Sofia example; the Bulgarian capital only has one airport serviced by two terminals. Wizz 

Air only uses terminal 1 opened in 1947 instead of terminal 2 built in 2006. Secondary and tertiary 

airports are typically associated with less expensive airport charges due to their less congested 

schedule (Forsyth et al., 2016). The gravity of this aspect of Wizz Air’s operations is reflected in their 

statement that “Wizz air is committed to achieving the lowest cost base in the region and airport 

choice has a crucial impact” (Wizz Air, 2016).  
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Wizz Air operates a fleet with a single type of aircraft, namely the Airbus A320 family. The recent 

purchase of over 100 new A321 CEO aircraft, are from the same family as the current planes in the 

fleet. The reason for this is to minimize the cost of maintenance as well as operating know-how etc. 

The newly acquired aircraft however improve on the previous models by offering increased seating 

capacity, longer range and better per seat fuel consumption which serves to lower the costs 

associated to their operation further indicating Wizz Air’s ongoing commitment to controlling their 

expenses (Airbus, 2016). 

In terms of customer interaction and sales of tickets, Wizz Air primarily offers online booking as a 

method for ticket booking and also through their call centre, travel agents or airport desks (Wizz Air, 

2016). The company does not have city offices around the world unlike many other airlines. In 

comparison, Czech Airlines has almost 70 physical booking offices sprinkled around the world (Czech 

airlines, 2016). Wizz Air choice of only maintaining a website and call centre substantially lowers the 

costs associated to booking and customer support.   

Wizz Air has one of the highest aircraft utilization figures out of many of the main carriers in Europe 

totalling 12,6 hours per day in as well as one of the highest load factor, 86,7% of seating capacity 

(Wizz Air, 2015). This means that turn-around time is very fast as the plane spends more time in the 

air than grounded. The minimization of turnaround times adds to the ambition to increase the 

productivity of each aircraft, which serves to minimize the unit cost of each airplane.  

As for the no-frills model typical for low-cost carriers, Wizz Air embodies this in all respects and take 

it to another level. The no-frills approach covers the abovementioned characteristics and is 

complemented by Wizz Air’s minimalistic approach to the services offered throughout the flight. 

Food and drink is provided against payment (many legacy carriers have also adopted this in short 

and medium hail flights), there is no media entertainment during the duration of the flight etc.  

All of these points associated to the LCC model are taken one step further by the Hungarian carrier 

as it defines itself as a ULCC (Ultra Low Cost Carrier), which distinguishes itself as a sub-unit of the 

LCC model “by using a business model with an intense focus on low-cost, efficient utilisation and 

unbundled revenue sources aside from the ticket prices with multiple products or services offered 

for additional fees” (Wizz Air, 2016). While the description might sound similar to Alessandro 

Cento’s identifying features of the LCC model the difference lies in the degree to which these 
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features are applied. A concrete example of this is the segmentation of cabin baggage sizes in 2013 

(Wizz Air, 2015). Previously, a standard cabin baggage size was adopted and was free of charge. This, 

however, was altered resulting in the need to pay an additional fee for taking large cabin bags on 

board (spanning between the maximum dimensions of 56x45x25 centimetres to the maximum 

dimensions of a small cabin bag 42x32x25 centimetres) (Wizz Air, 2016). Wizz Air was the first airline 

in the EU to make a distinction between large and small cabin bags (Wizz Air, 2015). By additional 

unbundling and taking the LCC model to the ultra-level, Wizz Air further lower costs and increased 

the number of sources of revenue which serves to improve the margins as the costs are cut to the 

bare minimum creating an advantageous position for gaining cost leadership.   

A concrete empirical example of how Wizz Air’s ULCC business model and unbundling fed into the 

cost leadership of the company can be seen in the unit cost (determined as the price per seat per 

kilometre). Wizz Air has one of the lowest unit costs of all European airlines, as can be seen in the 

figure below. 

Figure 10. The cost per available seat/km, or otherwise called Unit Costs, related to average travel 

distances for European airlines in 2012 (centreforavaiation.com, 2014). Squares indicate legacy 

carriers and triangles low-cost airlines.  
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With such low unit costs (just under €4 cents per km per seat), second only to Ryanair, Wizz Air 

can pursue the cost leadership strategy in its markets by passing along its own low costs to the 

customers. In fact, Jozsef Varadi has indicated that the new order of Airbus aircraft will lower the 

unit cost even further by 10% (Financial Times, 2015). This development could possibly see Wizz 

Air claim the number one spot in the list. While the pursuit of a cost leadership strategy is quite 

clear and the business model for Low-Cost airlines is easily comprehended, attaining Wizz Air’s 

very low level can be seen as derived from complementary factors.  

Perhaps one of the most important company resources that promotes this advantage are the 

human resources. Wizz Air’s has a very high employee productivity rate (Air Transport World, 

2016). Employee productivity levels in the airline industry are defined as the ability to “generate as 

much traffic as possible from each employee”, measured in available tonne kilometres for each 

employee (Centre for Aviation, 2013). This is a human resource in which Wizz Air leads the ranking 

throughout Europe (Centre for Aviation, 2013). It is a resource that serves to support the 

competitive advantage of a low unit cost in comparison to other airlines in the region. By 

examining the VRIN aspects of the employee productivity in detail it could be argued that this is a 

human resource which has the potential to translate into a long-term competitive advantage over 

other airlines. This will be indicated in the table below. 

Figure 11. VRIN Aspects of employee productivity in Wizz Air.  

 

 

When discussing the value of the labour force in Wizz Air’s success, Jozsef Varadi is a firm specific 

resource that should me mentioned specifically. In a way, Varadi’s professional experiences prior to 
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becoming Wizz Air CEO, shaped the company’s strategy and business model. With a background in 

the airline industry and in the Fast Moving Consumer Goods industry through his time as Sales 

Director for Central and Eastern Europe at Procter & Gamble, it could be argued that his experience 

of both the aviation industry as well as the region was of immense value to the company 

(Bloomberg, 2016). 

While the examples above are primarily from the last couple of years and do not necessarily indicate 

that this has been the case throughout the prior decade when Wizz Air developed, they are used to 

show the focus areas and goals that the company has strived for. They indicate what aspects Wizz 

Air has prioritized from their first flight in 2004 to the present day, and throughout these 12 years, 

Wizz Air’s staple has been the pursuit of a low cost strategy. Thus, as shown above, the company 

has successfully pursued a cost leadership strategy based on taking the low-cost elements of the 

airline industry to the next level, to the ULCC level, and by supporting this with specific internal 

resources. 

5.1.2 Wizz Air as a Regional Low-cost Airline 
It could be argued that while cost leadership definitely forms a cornerstone of the company’s 

strategy, it is only one of two main aspects. Continuing on Porter’s three generic strategies, it could 

be stated that the focus strategy is another one that applies well to the Hungarian ULCC and one 

that is prevalent in the company’s goals. Wizz Air aims to offer low cost and affordable air tickets to 

travellers in Central and Eastern Europe. This is a very large region of around 20 countries and a 

population of almost 200 million (excluding Russia). The difficulty lies somewhat in whether or not 

it is possible to distinguish the population of Central and Eastern Europe as a separate target group 

due to its size and diversity. Porter claims that the focus “strategy rests on the premise that the firm 

is thus able to serve its narrow strategic target more effectively or efficiently than competitors who 

are competing more broadly” (Porter, 1980, p38). An example of this is Wizz Air’s connection 

between Poprad Tatry airport in central Slovakia and London Luton. With 4 flights per week, Wizz 

Air is the only airline to fly to the central Slovakian airport (Poprad-Tatry Airport, 2016). The focus 

strategy is well evidenced in this example, however, it becomes more difficult (even though 

possible) to argue that the entire population of Central and Eastern Europe can be defined as a 

strategic target group. This is what Wizz Air has done and it is perhaps this extended target group 

that has been a significant source of success for the Hungarian ULCC as will be discussed in the 
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market share discussion below. Thus, out of the three generic strategies Wizz Air seem to be 

pursuing both cost leadership as well as focus. However, the focus strategy is probably the most 

accurate. This is the case as it covers both Wizz Air’s commitment to low prices as well as focus on 

a concrete target group, albeit a very large one. Wizz Air achieves the focus strategy by catering to 

the travellers of Central and Eastern Europe both in terms of a strong network of point-to-point 

connections spanning from East to West as well as a dedication to offering extremely competitive 

prices.  

As a side note, in order to cover the remaining strategy, it would be very difficult to argue that Wizz 

Air was pursuing a differentiation strategy. As mentioned, this is perhaps a strategy that is 

implemented by more luxury oriented full service long-haul airlines which promote themselves as 

offering comfort and a luxurious experience to differentiate themselves from other airlines. 

Further exploring the geographic concentration of the company it is possible to identify two factors 

that Wizz Air has been observing and pursuing when it comes to establishing itself in the region. The 

first follows Jack Welch’s famous mantra concerning market share; if you are not number one or 

number two in each market then leave. Wizz Air has defined the in-scope markets rather narrowly 

by limiting it to the individual Low-Cost Carrier market in each of the Central and Eastern European 

countries.  

Figure 12. Comparison of market share between Wizz Air and other LCCs in CEE (Wizz Air, 2015). 
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So while Wizz Air does indeed build a strong foundation in the low-cost segment of the markets in 

the region (as seen in the figure above, claiming the top spot in 7 countries of 12 and second in the 

remaining 5) they do not only compete with other low-cost carriers.  

This high market share in Central and Eastern Europe translates into the possibility of greater 

returns, however, while Wizz Air is expanding its influence and footprint in the region as a whole it 

does so in a calculated manner and judges which fights to take and which to leave. An example of 

this is the timing of Wizz Air’s creation of bases in countries such as Slovakia, Macedonia and 

Lithuania. Each was done after the national carriers of the respective countries went into 

bankruptcy. This is where Wizz Air arguably follows Bloom and Kotler and do not maximise market 

share in the region for the sake of doing so but rather wait for the right time in which to acquire the 

optimal market share. The percentage of this optimal market share is thus dependent on the 

situation on the ground in each of the countries in the region. This is where Wizz Air really show 

their dynamic capabilities, and their ability to alter strategy and goals in favour of the constantly 

changing situation in each of their home markets. The two cases below, indicate Wizz Air’s decisions 

to either postpone or else withdraw from markets in Central and Eastern Europe. 

Case within the Case - Estonia 

Looking at a map of Wizz Air’s destinations and current flight routes, it is possible to discern the 

blank spot in the north east of Europe (see Appendix 2). Estonia, unlike its Baltic neighbours, Latvia 

with one and Lithuania with three destinations, has no Wizz Air flights. This is remarkable as it is a 

European Union country in Eastern Europe like its neighbours that all have quite a large Wizz Air 

presence as Vilnius and Riga are both bases. The question therefore is why? While this can only be 

answered by individuals high up in Wizz Air’s organization it is possible to argue that one of the 

reasons lies in the composition of the airlines and their respective market share flying out of Tallinn 

airport. Using 2014 data, Tallinn airport was to a very large extent dominated by the national flag 

carrier, Estonian Airlines, with a total of 27% of flights (Tallinn Airport, 2014). Other full service 

national carriers followed, as well as a host of low cost carriers such as Ryanair, easyJet, Air Baltic & 

Norwegian, however, all of them were a large drop in percentage beneath Estonian Airlines (Tallinn 

Airport, 2014). Two factors thus have arguably been obstacles to Wizz Air in establishing 

connections to the Estonian capital. These are the relative strength of the national carrier in the 
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country, at least when it comes to market utilization and the large number of low cost carriers 

present in the market. These aspects mean that gaining a dominant or at least a number two low 

cost position in the market has been difficult to achieve. Thus, the optimal market share in this 

situation is no market share at all as it might cost more to fly to Tallinn than it would be profitable. 

However, in November of 2015, Estonian Air filed for bankruptcy after the EU had found that the 

company had received subsidies that were not compliant with EU regulations (Baltic Times, 2015). 

Having lost such a large dominant player in the market it would not be improbable to suppose that 

Wizz Air will see this as an opportunity to finally enter the Estonian market and build market share 

in the country. As for the existing LCCs, their fragmented nature in the market set Wizz Air up to 

claim a number one or number two spot in the country.  

The Estonian example indicates that Wizz Air pays close attention to its external environment when 

choosing the path to pursue, instead of blindly following its strategy. This could indicate that Wizz 

Air possess strong dynamic capabilities. Another case study that show’s this is Wizz Air’s experiences 

in Ukraine.  

Case within the Case – Ukraine 

In 2008, Wizz Air Ukraine was founded as the company’s main division in the country. In 2015, The 

entity called Wizz Air Ukraine was closed down “due to the ongoing instability in Eastern Ukraine, 

the devaluation and volatility of the Ukrainian Hryvnia currency, the limitations in paying suppliers 

due to foreign exchange controls and the uncertainties surrounding the new aviation order and the 

restrictions it might impose” (Wizz Air, 2015). With this decision, Wizz Air closed down its strong 

foothold in an Eastern European country with a population of around 45 million and replaced it with 

a base and a reduced number of planes operating under Wizz Air Hungary. 

The decision to take this drastic action, again, largely opposes the strategy of the company however, 

it was nevertheless done. This shows that dynamic capabilities play an important part of Wizz Air’s 

choices, as they scan the external environment and take actions with account to what happens in 

their regional context.  

5.1.3 Wizz Air’s Internal Success Factors 
It is possible to identify two distinct aspects of Wizz Air’s strategy that payed dividends in the 

company’s path to the top position in the region. The first is aligned to Porter’s three generic 
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strategies that are “approaches to outperforming competitors in the industry” and this is exactly 

what Wizz Air’s cost leadership/focus strategy of offering ultra-low cost tickets targeted at a specific 

group of people has achieved (Porter, 1980, p34). This has also been supported by having human 

resources that are the most productive in Europe, pushing the LCC model into a ULCC dimension 

and a CEO with concrete experience of both the aviation industry as well as sales in Central and 

Eastern Europe. The second concerns the regional geographic emphasis and concentration of Wizz 

Air’s strategy. While the company did well to enter individual markets at the right time and build a 

strong market share in each country, it is the holistic regional aspect of this strategy that is of 

particular significance which sets up Wizz Air for success. While it is ultimately a Hungarian company, 

it has many “home” countries in the region outside of Hungary. Each new base represents in a way 

a new domicile for the company in a new country and in a new city. By doing so Wizz Air gains a 

number of direct and concrete advantages. The base of the “home-region” in terms of potential 

travellers becomes much larger than only the 10 million in Hungary. The risk is also spread over a 

large area and over many different countries, regulations, trends, competition etc. that minimize 

the threat of a change in circumstances in one country. Wizz Air also possesses dynamic capabilities 

which the company uses to seek out opportunities and minimize the threats of a changing external 

context.  

5.2 The Airline Industry in Central and Eastern Europe 
The industry is the context in which the individual firm either succeeds or fails, meaning that it plays 

an important role in determining this outcome. A substantial part of it comes down to industry 

attractiveness and profitability. For this “Porter’s [5 Forces] Model identifies a series of factors that 

collectively help determine the potential competitiveness and in turn profitability of an industry” 

(DePamphilis, 2015, p326). Thus, the nature of the industry during the time of Wizz Air’s 

establishment and growth needs to be examined. Was the industry an engine that pushed Wizz Air’s 

success or did the company against the odds succeed in an inhospitable industry? Were there any 

factors that had a significant effect and stood out above the others in assisting the rise of Wizz Air? 

These are the questions that will be answered by examining the threat of new entries at the time, 

the rivalry between incumbents, role of substitute products and the power of buyers and suppliers. 

While this framework is used for industry analysis rather than focusing on individual companies, a 
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brief discussion on how each of the five forces affected the growth of Wizz Air will be included after 

each section.  

5.2.1 Threat of Entry in the CEE Airline Industry 
The very nature of the airline industry makes it more difficult for new entrants to quickly establish 

operations. The airline industry necessitates very large capital requirements to enter the market. 

Upfront costs include securing airplanes, paying airport fees, hiring a large number of people (for 

example, pilots, cabin crew, office workers, etc.) covering fuel costs among others. All of these costs 

are restrictive to fast entry into the market thereby lowering the threat of new entries. The 

commercial airline industry is also subject to regulations and policies on safety, environmental 

impact, etc. that need to be strictly complied with. This also puts added pressure on new entrants. 

Additionally, prior to 2004, many large domestic flag carriers in CEE countries received state support 

and were the dominant players in each market across the region. This further served to dissuade 

potential entrants to the industry as they would face competitors that were directly supported by 

the government thus, putting them at a disadvantage from the very start. 

However, while it is no doubt a difficult market to break into there are some positive aspects for up 

and coming companies. The airline industry in general is not characterized by a strong degree of 

customer loyalty for incumbents. Most travellers will go where they perceive that they will receive 

the best deal in terms of price, comfort, quality etc. In fact, a 2013 survey by Deloitte on traveller 

loyalty to hotels and airlines among others, stated that a mere 14% of participants were loyal to an 

airline (USA Today, 2013). While the survey concretely focuses on the US, the numbers are likely 

indicative for the European market as well. Brand loyalty is therefore not really an obstacle. 

Additionally, the EU accession of many CEE countries in 2004 and then again in 2007, eased the 

dominance of the state airline companies substantially, thereby removing the easing the dominance 

of government supported incumbents and facilitating a milder competitive climate for new 

companies to enter the industry in. 

Overall, the airline industry in the region, and for that matter globally, is not an easy industry to 

enter meaning that the threat of many new companies entering the market remains relatively low. 

This of course makes it attractive for incumbents and as much for new companies. However, it could 

be argued that Wizz Air largely managed to overcome the obstacles in place for entering the market 
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in 2004 due to a number of reasons. With regards to the large upfront capital requirements, Wizz 

Air secured financial backing from US-based Indigo Partners who became owners of the company 

(The Moscow Times, 2004). The existence of a financially strong partner provided the financial 

resources and the security for the start-up phase, while perhaps not of VRIN status, this was an 

important aspect for the company. Additionally, the company’s low-cost business model of flying to 

secondary and tertiary airports as well as starting off with a single flight from Katowice to Luton, 

eased the financial pressure in the start-up stage. As can be seen on the timeline, this was then 

followed by organic growth as Wizz Air entered country-by-country in a systematic fashion (Reuters, 

2015). Wizz Air CEO, Jozsef Varadi, had come from the top position in Malev Hungarian Airlines and 

therefore had plenty of experience in the regulations, requirements and general know how of the 

industry which could only beneficial in the start-up phase as well as further on. The timing of Wizz 

Air’s entry into the market, in 2004, when incumbents were struggling under the EU’s liberalization 

of the industry helped attract travellers in an industry with limited brand loyalty to the new 

Hungarian ULCC. Thus, in an industry with traditionally a low threat of new entrants, Wizz Air 

managed to break through due to a combination of secure finances, experience and timing. 

5.2.2 Incumbent Rivalry in the CEE Airline Industry 
The airline industry anywhere in the world should be described as a mature industry and as Porter 

claimed this would result in increased rivalry among incumbents in the industry. As a mature 

industry, the airline market in Central and Eastern Europe was characterized by a large number of 

incumbents and each had staked out its own particular niche market, in this instance according to 

countries. The incumbent rivalry from state-owned or at least state supported companies with a 

specialized market in the region might have proven to be very restrictive to non-domestic 

companies who wanted to establish a base. Prior to 2004, incumbent rivalry would have been 

deemed as fierce in the markets across Central and Eastern Europe, thereby making the industry 

unattractive.  

However, the EU accession of a host of CEE countries in the middle and late 2000’s flipped the 

situation completely. European Union regulations on competition and state support changed the 

attractiveness of the industry. A large number of airlines in the region such as Slovak Airlines (2007), 

FlyLal (2009), most recently Estonian Air (2015) and perhaps the largest example Malev (2012) who 

were dependent on state support had to file for bankruptcy due to the new regulatory reality. The 
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EU accession significantly reduced the number of incumbents in the markets and the region in 

general thereby lowering to a large degree the pressure of incumbent rivalry. From what would 

have been a hostile and unattractive industry characterized with very high incumbent rivalry, the 

CEE airline industry post-2004 was an industry of opportunity from this perspective. Each 

bankruptcy of a national flag carrier created to a large extent a vacuum to be filled and a customer 

pool to be approached. Additionally, the EU regulations, in some respect, made the exit barriers of 

incumbents in the industry lower or at least made them clearer. Previously, governments would 

support their national carrier indefinitely thus preventing their exit from the market. The EU 

regulations prohibited this and made the exit inevitable, so it is the clarity of the exit barriers that 

serve to lower their thresholds and make them more predictable. Overall, incumbent rivalry is highly 

specific on the market observed and should therefore be described as intermediate throughout the 

region. 

Another formidable low-cost incumbent that should be mentioned briefly is Ryanair. As indicated in 

figure 12, the Irish ULCC holds a significant market share in some of the CEE markets such as Poland 

and Slovakia. While there are regional centres of strength the company does not have the same 

geographic footprint as Wizz Air. As of the summer of 2015, Ryanair had over 70 operating bases in 

Europe and only 8 of those were located in Central and Eastern European countries (4 being in 

Poland) (Ryanair, 2015). This dilutes Ryanair’s strength and presence in the region in general. 

However, the competition between the two ULCCs is set to increase dramatically in the future as 

Ryanair has recently announced the opening of 5 new bases in the region (Bloomberg, 2016). 

Despite the airline industry being a mature industry, the new reality after 2004 was substantially 

different from the previous levelling the playing field to a large extent. Thus, when Wizz Air started 

operations in 2004, it was perfectly set up to take advantage of the decreasing incumbent rivalry 

that came from this, country by country. In short, the EU accession of many countries in the region 

and the regulations associated to it created a new reality which facilitated a very attractive airline 

industry for successful companies operating in Central and Eastern Europe. Similarly, to the previous 

force, timing and choosing the market of engagement is a strong factor in Wizz Air’s success from 

the perspective of a continuously reducing industry rivalry. 
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5.2.3 Substitutes to the CEE Airline Industry 
The commercial airline industry sells the service of public transportation. However, it is not the only 

industry that does so and to some degree there is an inter-industry rivalry for the same clientele. 

Examples of these industries are other commercial transportation sectors such as long-distance bus 

travel, train travel or even taking a private mode of transportation such as the car. The degree of 

substitute rivalry to the airline industry is however, very much dependent on the distance of travel 

considered. During Wizz Air’s substantial growth from its foundation in the early 2000’s and 

onwards the company focused on inter-continental travel and more specifically on travel between 

Eastern and Western Europe. The point of departure and arrival of Wizz Air’s first flight from 

Katowice in Poland to London Luton in the United Kingdom tells a lot about the existence of 

potential substitute rivalry. The duration of this flight is approximately 2.5 hours, while ground 

transportation by car, according to Google Maps, takes over 15 hours and by train over 22 hours 

(Google Maps, 2016). The fact that the flight is so much faster significantly diminishes the rivalry 

from ground transportation to commercial aviation over significant distances. However, this 

disadvantage of time for cars, buses and trains would have been ameliorated should the price of 

taking the plane far exceed the prices of ground transportation. Wizz Air’s ultra-low cost model 

removes this potential factor and further serves to decrease the level of substitute rivalry. However, 

it would not be possible to claim that overall substitute rivalry was low for the airline industry as 

other options did exist. This is another force that should perhaps be defined as being of intermediate 

strength in the industry. 

Commercial aviation’s significant advantage in travel time combined with the sub-segment of the 

industry in the form of ultra-low cost aviation’s price level are major factors in diminishing the threat 

of substitutes in the industry. Looking at Porter’s price-performance trade-off, the performance for 

the industry is generally much higher than that of its substitutes in terms of travel time and the price 

is on par or even below those of the direct substitute products. This makes the airline industry and 

particularly Wizz Air’s ULCC sub-segment quite attractive as substitute industry rivalry can be largely 

disregarded as a threat. 

5.2.4 Buyer Power in the CEE Airline Industry 
It could be argued that the airline industry and more specifically the ULCC segment of it has two 

main types of buyers which contribute to the companies’ income. These are the travellers that buy 
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the transportation service and the businesses that purchase advertising space/exposure on the 

companies’ websites/inflight magazine and planes. Each will be discussed individually as they are 

quite different in nature. 

The group purchasing transportation include all individuals that travel by plane in Central and 

Eastern Europe. An important factor in this instance is the general economic situation of the group 

as a whole recognising of course that this is a very large group of people spanning many economic 

sub-groups in reality. Wages in the region had been growing significantly since the 1990’s in the 

region and average people had thus more disposable income. However, salaries could not be 

compared to those of Western Europe and thus an airline ticket represented a comparatively higher 

percentage of disposable wage. For example, as seen in Figure 4, the average salary in Austria 

($45 988) in 2014 was more than double the average salary in neighbouring Hungary the same year 

($21 399). This meant that as a group, the travellers were more cost conscious and thus more 

inclined to shop around for the best offer. In this respect, it could be stated that buyer power was 

on average higher in the CEE airline industry than in Western Europe making the industry less 

attractive.  

The second large portion of the airline industry’s, and especially in the ULCC segment, revenue 

comes from ancillary fees.  This is especially the case in terms of advertising space, etc. The overall 

economic rise in the region with growing businesses, expansion of holiday resorts, educational 

facilities etc. provided a large number of customers seeking to buy advertising space to get their 

message out. Thus the vast number of potential buyers for advertising space was growing and due 

to their disparate nature were competing for the same advertising space, significantly lowering their 

buying power. This, on the other hand, was a very attractive and beneficial force as the airlines had 

the upper hand on the buyers of advertisement space and other ancillary services.  

The buyer power in the CEE airline industry was thus both strong in terms of travellers and weak for 

businesses buying advertisement space and other services, overall intermediate again. However, 

concretely in the case of Wizz Air, the two forces combined to form an engine of growth. The cost 

sensitive customer, armed with perfect information due to internet search engines, sought out the 

best deal possible which streamlined demand to Wizz Air. The ULCC business model was thus 

advantageously positioned to supply the demand of the CEE passenger, with traditional full service 
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airlines suffering in the process. The power of the ancillary service purchasers was diminishing as 

Wizz Air’s passenger numbers were growing. With a number of close to 20 million passengers 

approaching 2016, Wizz Air held significant leverage over these buyers due to their large pool of 

people that would be reached through advertising in their particular channel (in-flight magazines, 

online, etc.). The buyers’ disparate nature also significantly lowered their bargaining power over 

Wizz Air.   

5.2.5 Supplier Power in the CEE Airline Industry 
Airlines have a multitude of different suppliers, however the two main ones, accounting for roughly 

half of operating costs, are the labour force, including pilots, cabin crew etc. and the fuel used for 

the planes. Due to their size, these two factors exert strong influence over the strength of supplier 

power and subsequently attractiveness of the industry and potential profitability. Each will be 

examined in brief to determine how strong they were during the past roughly decade. 

The cost of labour can significantly lower the profitability of an industry and particularly the airline 

industry as it represents a large percentage of total costs. Even though wage levels were steadily on 

the rise in Central and Eastern Europe during the 2000’s overall salary levels were much lower than 

those in the western half of the continent as indicated by figure 4 above. Thus, in relation to their 

Western European competitors, the companies in the CEE airline industry experienced less salary 

pressure from their workers thereby lowering the supplier strength in the industry. On the other 

hand, the cost of fuel was steadily on the rise. Between 2004 and 2012 the global price level roughly 

quadrupled. Due to the fact that this is an essential product for the airlines their bargaining power 

is very weak over the oil companies, despite oil price hedging plans. Overall however, the strength 

of the suppliers in the airline industry cannot be described as anything else but high through the 

entire region. 

Thus, while the supplier strength is mixed with arguably lower strength coming from local labour 

and high influence from global fuel prices, it is not possible to state whether this force clearly made 

the industry definitely more attractive or unattractive. Specifically concerning fuel and the effect it 

had on Wizz Air it could be argued that this was beneficial in a way. The prices squeezed the profits 

of more inefficient companies, that post 2004 could no longer rely on state subsidies, and made 

them either close down or reduce operations leaving a vacuum for highly efficient companies like 
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Wizz Air to grow. When it comes to labour costs, Wizz Air were not as affected due to the increase 

in average wages. A snapshot of Q3, in 2015, indicated that staff costs amounted to only €25,9 

million on a background €289 million operating costs (Wizz Air, 2016) (see Appendix 3 for a detailed 

overview of Wizz Air’s cost structure). This is not even 9% and greatly differs from the roughly 25% 

for European airlines shown in figure 3. Wizz Air’s dedication to its ultra-low cost strategy therefore 

protected it against higher exposure to increasing costs for labour. 

5.2.6 Wizz Air’s Success Factors in the CEE Airline Industry 
Through the looking glass of Porter’s five forces framework, Wizz Air entered the industry at the 

right time with the right business model. With secure financial backing and an experienced team as 

well as facing what would have been dangerous state-backed incumbents significantly weakened, 

Wizz Air largely overcame the barriers of entry to the industry. The new EU regulations also 

facilitated a decrease in industry rivalry by necessitating the closure of a large number of full-service 

carriers in the region, thereby easing the competitive environment for Wizz Air. The company’s 

strategy of continental travel linking Eastern and Western Europe combined with the offer of 

competitive prices tipped the price-performance trade-off heavily in its favour over substitutes such 

as trains, busses etc. Wizz Air’s business model also streamlined demand from a large segment of 

the cost sensitive population in the region who, armed with perfect information, sought after the 

best deal. Finally, Wizz Air’s use of lower cost labour from Central and Eastern Europe, kept 

operating costs down and the increasing price of fuel arguably, while also putting pressure on Wizz 

Air, squeezed the profits of more inefficient competitors to a higher degree. In summary, while the 

CEE airline industry examined through the five forces cannot be deemed either attractive or 

unattractive as there are indicators of both, for Wizz Air however, it was an incredibly attractive 

industry full of potential. The table below summarizes the discussed above. 
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Figure 13. Overview of the Attractiveness of the European Airline Industry after 2004 and its effect 

on Wizz Air as seen through Porter’s Five Forces Framework. 
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5.3 The Regional Context and Wizz Air 
Since the beginning of the 1990’s, countries in Central and Eastern Europe had been leaving their 

past focusing on planned economies as the basis and moving into a market based economic model. 

This brought about many changes throughout the region in many different sectors including the 

airline industry and of course Wizz Air. Using the PEST as the framework for analysis, this section of 

the paper, aims to determine and isolate a number of key factors in the external environment 

(political, economic, social and technological) that proved beneficial to Wizz Air’s success. The 

benefit with the PEST framework is that it directs attention to a wide array of factors and provides 

a structure to guide the analysis.  

5.3.1 Political 
In 2004, the political landscape in Central and Eastern Europe literally changed overnight. One day 

the governments of the Baltics, Poland, the Czech Republic, Slovakia, Hungary and Slovenia were 

completely in charge of creating legislation in their own countries and the next they were subject to 

European Union regulations coming from Brussels. Romania and Bulgaria followed in 2007 and 

Croatia in 2013. One of the cornerstones of the EU is the facilitation of continent wide trade 
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liberalization and increased competition as companies from across the union can compete directly 

against each other. In order to accommodate this kind of competition, the EU strictly regulates the 

possibility for state subsidies and support to individual companies as this might upset the conditions 

for even competition. Depending on the perspective, this new political environment could either be 

considered extremely beneficial or very threatening. Inefficient companies that relied heavily on 

state support and that were running deficits year after year were the ones particularly threatened 

by this development. The new regulations made it very difficult for the government to help these 

companies and the future looked very bleak. On the other hand, efficient companies with 

expansionary views saw this change in the political environment as very beneficial for their own 

future. They were now free to pursue ventures in other member states and the rivalry from state-

supported companies was diminishing drastically. 

It could be argued that the political environment in 2004, thus took a very advantageous turn for 

Wizz Air. Suddenly a massive market opened up to the Hungarian ULCC ranging from the Balkans to 

Scandinavia to the Iberian Peninsula. For an airline which operates internationally, this presented a 

great opportunity for expansion as it lowered or removed various costs associated to operating 

abroad. The political environment also, to a large extent, removed serious incumbents that were 

direct competitors to Wizz Air. Hungarian Malev, Lithuanian FlyLAL and Slovakian Airlines could 

potentially still be operational, and most likely would have been, had Hungary, Lithuania and 

Slovakia not joined the European Union. These airlines would have arguably substantially 

undermined Wizz Air’s growth rate as they would have taken a very sizeable, if not majority, 

segment of their domestic traveller count. The EU regulations, removed these direct competitors to 

Wizz Air and created vacuums in which the company could establish itself, thereby expanding its 

“home-market” population and potential traveller number.  

5.3.2 Economic 
After the adoption of a market based economic model in the early 1990’s, many Central and Eastern 

European states experienced significant changes in the economic environment of their countries. 

One key change was the significant increase in the individuals’ salary with 17,8 percent between 

2004 and 2014 as indicated in figure 4 as well as the strong development of GDP per capita as seen 

in figure 5. In short, these were good years for the economy in Central and Eastern Europe.  
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These good years translated into good years for Wizz Air. The fact that people in the region had 

more money to spend in general was beneficial to the entire airline industry. In fact, the strong GDP 

growth in CEE, is directly correlated to a higher propensity to travel by plane. This is indicated by 

figure 14 below which shows the relationship between air trips per capita and GDP per capita. The 

lighter “non-isolated” line applies to Central and Eastern Europe as the countries in scope are not 

“isolated” for example, island states that have fewer alternatives to communication. The propensity 

steadily increases until it reaches a plateau at about $60,000 GDP per capita.  

Figure 14. Relationship between air trip per capita and GDP per capita 2011 (PWC, 2013). 

 

   

 

The economies in CEE were at the particular stage in GDP per capita where every step forward 

translated into a substantial increase in air travel. While this is good for the industry, combined with 

the detailed review of the average wages in the region in figure 4, it was especially good for Wizz 

Air. While generally the propensity to travel by plane increased, a standard ticket on a full service 

commercial legacy airline would have represented a significant part of an average Central and 

Eastern European salary (higher than that of their Western European counterparts), thus people 

were more inclined to look for a cheaper alternative. This streamlined demand particularly to Wizz 
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Air and other low-cost airlines who were able to offer the best price available, significantly below 

their legacy competitors.  

5.3.3 Social 
As the political landscape changed in Central and Eastern Europe, so did the social conditions with 

the accession of many CEE states to the EU in 2004 and in 2007. As one of the pillars of the European 

Union is the free movement of goods and people across national borders, the citizens of these 

states, and of Western Europe as well, were presented with the possibility to move, work and travel 

in all of the other member states. During the 4 years between 2004 and 2008, the number of EU-12 

countries (i.e. the states that became members to the EU in 2004 and then in 2007) living in the EU-

15 countries increased by 1 million (EY, 2014). The free movement did not only promote East to 

West migration patterns but also, for example, spurred tourism in Central and Eastern Europe. In 

2000, 35% of tourists in Bulgaria came from Europe, in 2009, this number reached 69% (EY, 2013). 

More specifically, the graph below shows the large jump in the percentage of European tourists 

between 2006 and 2007 (Bulgaria joined the EU on the 1st of January 2007). In their report, Ernst 

and Young, attribute this change to two specific factors. Namely, the ascension of the country to 

the EU and to the rise of low cost airlines in the region (EY, 2013). 

Figure 15. Bulgarian Tourism Index 2004-2010 (EY, 2013). 
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The graph indicates that there was a general jump in level of international tourists in Bulgaria in 

2007. Averaging at roughly 40% of all tourists in the years prior to the EU membership, this 

percentage seemed to level out at just below 70% afterwards. The percentage increase suggests a 

strong correlation to the EU membership and shows that a new general trend occurred.  

While there are more examples of how the EU enlargement in the 2000’s increased the movement 

of people in the continent and changed social trends in CEE, such as in the area of tertiary education 

for example, the above points illustrate the substantial nature of the movement. As the EU 

expanded the increased travel between the Eastern and Western half of the continent, whether it 

be for work, study or tourism was unmistakable and created a new social landscape for the airlines 

to respond to. Wizz Air tapped into this social trend by adopting the strategic priority of linking the 

continent’s two halves. With the increase in the number of passengers needing transportation the 

attractiveness and profitability of these routes increased dramatically.  

5.3.4 Technology 
Technology has the capacity to completely disrupt an industry by leading to something newer, 

better, faster, cheaper etc. It is also an equating factor as it gives smaller companies a more even 

playing field when in direct competition with larger firms in terms of advertising. Technology has 

however, played a marginal effect when it comes to the airline industry in general, and definitely 

more limited than in other industries. While it is true that technology in the form of internet booking 

of tickets, etc. has been widely adopted in the airline industry the planes themselves have not 

changed drastically. In fact, all of Wizz Air’s fleet is part of the Airbus A320 family which started 

operating in 1988 (Airbus, 2016). In a recent BBC article from 2016 on Elon Musk’s futuristic 

Hyperloop train project, a comment is made that the current generation is the first “that has not 

seen a new form of transportation” (BBC, 2016).  

This has meant that Wizz Air has not been faced by a new innovative and completely different 

competitor that has not been anticipated. Wizz Air has kept up to speed with the technological 

trends of online booking and has otherwise kept the technological aspect of operations simple. By 

only using planes from Airbus’ A320 family the company has kept costs low for maintenance etc. 

low due to this simplification, which is similar to other LCCs such as Ryanair (even though Ryanair 

uses Boeing aircraft instead of Airbus the concept is the same). Even though the order of 110 new 
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A321NEO aircraft with increased seating capacity, longer range, better per seat fuel consumption, 

etc. is a technological step forward, it is not of ground-breaking magnitude (Airbus, 2016). It could 

be argued however, that the lack of significant and technological advances in this area has therefore 

been quite beneficial for Wizz Air who is doing well in the current status quo. 

5.3.5 Wizz Air’s Success Factors in the Regional Context  
The PEST framework indicates how the forces shaping the external environment in the region were 

very beneficial to Wizz Air. The EU enlargement in 2004, 2007 and lastly in 2013 proved extremely 

advantageous in terms of the political and the social aspects in the region. The new regulations 

associated to a political membership of the European Union put pressure and in many cases forced 

the exit of incumbents in the airline industry thereby reducing Wizz Air’s competition. The social 

aspect of this new European reality, meant that the need for intra-European, and especially East-

West European travel increased substantially with the free movement of people across the union. 

Meanwhile, the rising economic position of Central and Eastern European passengers spurred air 

travel in general and particularly that of low cost airlines who could offer the most competitive price. 

Finally, the lack of disruptive technologies in the overall public transportation industry eased the 

pressure and level of competition to the aviation companies. In summary, looking through the PEST 

framework, the external environment in the region when it comes to political, economic, social and 

technical forces, was extremely attractive for the airline industry in the region in general, and 

especially so for Wizz Air.  

6 Conclusion 

6.1 How did Wizz Air become Central and Eastern Europe's top airline? 
While there are a multitude of reasons of varying degrees that contributed to Wizz Air’ success; 

three main factors have been singled out as being of paramount importance for the development 

and achievement of the Hungarian ULCC.  

The first is the enlargement of the European Union starting in 2004. This, and the subsequent waves 

of accession in 2007 and 2013, created a new political and social environment in the region that 

proved to be vastly beneficial to the rise of Wizz Air. The regulations that came with the political 

union seriously diminished internal rivalry in the industry. Legacy airlines were put under pressure 

and in many examples had to cease operations altogether. Additionally, the social aspect changed 



 
 

66 
 

with the expansion of the European Union in Central and Eastern Europe. The free movement of 

people for work, travel study etc. greatly increased the East-West movement across the continent. 

This development meant that demand for airfare increased to a large degree as the travellers 

increased in number.  

The second factor for Wizz Air’s success is related to the prior but with a slightly different focus that 

cannot be attributed to the enlargement of the European Union directly. The general economic level 

of the citizens in Central and Eastern Europe and GDP per capita in the region had been increasing 

throughout much of the 1990’s and 2000’s. This meant that the overall demand for air travel was 

increasing steadily even though it was not at the same level as that of Western European states. An 

average air ticket thus represented a significant proportion of a CEE monthly salary thereby 

increasing the buyer power. This is a development that has a mixed effect to average legacy airlines 

as the demand for travels increases while the travellers become increasingly price conscious. 

However, this is the perfect scenario for low cost carriers and especially for the ultra-low cost 

segment in an industry characterized by low brand loyalty. The increased demand for affordable 

airfares streamlined passengers to Wizz Air. While the demand for Wizz Air’s ancillary services also 

increased with the overall economic development in the region.  

The final factor for Wizz Air’s remarkable performance since their first flight in 2004, is the 

company’s ability to perceive the external environment through dynamic capabilities, mould their 

strategy according to it, take the opportunities that present themselves and leverage firm specific 

resources and capabilities. The insight, that the passengers in the region needed a low-cost carrier 

rather than another full service airline, and then taking that business model to the next level, 

constantly attempting to lower their cost, streamlined demand to Wizz Air. The perception that the 

EU would change the whole demand structure of East-West connections set the company up to be 

perfectly placed to capture this new need. Wizz Air’s strategy of being a Central and Eastern 

European carrier rather than solely a Hungarian one gave the company the base necessary in order 

to scale operations. As legacy carriers were going bankrupt one by one, Wizz Air saw their home-

markets as being in-scope for their own operations and sought to take their place in the respective 

markets. In essence, it was Wizz Air’s well-chosen strategy of focusing on affordable transportation 

between Eastern and Western Europe, with Central and Eastern Europe as its home market, that 



 
 

67 
 

matched perfectly with the abovementioned ongoing macro-trends in the continent that really set 

up the company for success. 

The concise answer to the question of; How did Wizz Air become Central and Eastern Europe's top 

airline? is therefore a mix of a political and social nearing between CEE and Western Europe, a 

steadily rising economic situation in Central and Eastern Europe combined with Wizz Air’s strategy 

which was perfectly positioned to respond to these developments. 

6.2 Main Limitations & Further Research 
While the paper does offer a wide scope of focus, ranging from Wizz Air to the greater regional 

context via the regional airline industry, there are a number of limitations associated to it. The two 

main limitations will be outlined below and a suggestion on how they can be amended will also be 

included.  

The first has been mentioned briefly in the methods section earlier in the paper. In order to answer 

the research question of How did Wizz Air become Central and Eastern Europe's top airline? Wizz 

Air, as the primary focus of the thesis, has to be scrutinized even further and emphasis needs to be 

placed even more on exploring the company’s internal strengths. This paper has only focused on 

the strategy employed by the company that perhaps has given it a competitive advantage and has 

not gone into the specific traits that make up the company in depth. Examples of these types of 

resources are, a structure promoting the strategy, innovative practices and company culture that 

brings out the best in every employee. The difficulty in this is twofold. In order to discover these 

resources, there is a need for access to people very high in Wizz Air’s hierarchy for some questions 

and access to a very wide sample of Wizz Air’s employees for others. This represents obstacles that 

could have been passed with more time and a budget for travelling in order to meet these people 

primarily located in Budapest. 

The second is the limited focus on other CEE and budget airlines. While they have been mentioned 

throughout the paper, chiefly in connection to their challenges as a result of EU regulations and for 

benchmarking purposes, they have been largely ignored in relation to how the regional industry’s 

five forces and greater environmental context affected them. By examining their successes or 

failures this would have created a direct comparison to that of Wizz Air, thereby offering additional 

insight to Wizz Air’s success. 
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Appendix 1. Selected Growth Data between 2011-2015 

 

 

 

http://cdn.wizzair.com/static/downloads/ipo/press_releases/Wizz%20Air_Holdings_Plc_Annual_report_an

d_accounts_2015.pdf (accessed 2016-05-13) 
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Appendix 2. Wizz Air Destination Map 

 

https://wizzair.com/en-GB/Map (accessed 2016-05-13) 
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Appendix 3. Wizz Air Cost Structure 

 

http://cdn.wizzair.com/static/downloads/ipo/press_releases/Wizz%20Air_Holdings_Plc_Annual_report_an

d_accounts_2015.pdf (accessed 2016-05-13) 
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