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1.0 Airlines in Australia 

The IBISWorld Industry Report I4902 Domestic Airlines in Australia (released in September 2017) 

provides an executive summary on domestic airlines in Australia: 

Domestic airlines have been subject to turbulent trading conditions over the past five years. 

Intense price competition between Qantas and Virgin Australia, the industry’s two largest 

players, has had a large effect on the industry’s performance. Qantas and Virgin Australia 

slashed airfares over the two years through 2013-14, with Qantas attempting to hold off an 

aggressive push by Virgin to expand its market share. Virgin acquired 60% of Tiger Airways in 

2013 and the remaining 40% in 2014-15, solidifying its position in the low-fare market. With 

the acquisition, Virgin aimed to compete with Qantas’s low-fare subsidiary, Jetstar. Falling 

airfares caused profitability for both major players to decline in 2013-14. However, a steep 

fall in fuel prices in 2014-15, which are the industry’s largest cost, has helped return both 

airlines to profitability. Industry profitability has also been assisted by substantial cost-

cutting initiatives, such as Qantas’s $2 billion transformation program to restructure its 

domestic and international businesses. 

Industry revenue is expected to fall at an annualised 2.8% over the five years through 2017-

18, to $12.4 billion. This includes a projected decline of 0.7% in 2017-18. A wind back in 

capacity by Qantas and Virgin has contributed to the industry’s decline. However, this has 

improved both players’ load factor, which is a measure of how many seats per flight airlines 

are filling. Qantas and Virgin have focused on ensuring their domestic businesses remain 

profitable, allowing them to focus on expanding into growing Asian markets in the 

International Airlines industry. Both airlines have also placed more emphasis on their loyalty 

programs to win market share among business and high-income customers. Business class 

airfares have increased over the past five years, providing a steady revenue stream for 

industry operators. 

…Domestic airlines are expected to increase their focus on customer service through 

initiatives such as updating their aircraft fleet and providing additional perks, such as 

improving their loyalty programs for consumers. Competition is likely to remain intense 

among the industry’s low-cost carriers, particularly Jetstar and Tiger Airways. Competition is 

anticipated to be prevalent on popular routes such as Melbourne to Sydney, and Sydney to 

Brisbane, as carriers seek to increase their market share. 

The IBISWorld Industry Report I4901 International Airlines in Australia (released in July 2017) also 

provides useful background and insights: 

Airlines from different countries operate in the International Airlines industry. While many 

airlines, such as Emirates and Singapore Airlines, have a significant market presence in 

Australia, few foreign airlines have local incorporated subsidiaries. As a result, any airline 

that flies passengers or freight to or from Australia is included in this industry. The number 

of people travelling to and from Australia has increased over the past five years. Most of this 

growth is due to a strong increase in the number of tourists travelling to Australia from 

nearby Asian countries and a similar increase in number of Australian residents travelling 

overseas… 

  



4 | P a g e  
   
 

CRICOS No 00213J 

The International Airlines industry is moderately concentrated, with the top four players, 

Qantas, Emirates, Singapore Airlines and Virgin Australia, expected to account for over half 

of total industry revenue in 2017-18. Qantas is the largest player, due to its established 

history in Australia, its fleet size and its extensive network of international destinations. 

Emirates and Singapore Airlines are the two largest foreign entities operating in the industry, 

benefiting from their strong global brand presence. Virgin Australia is Qantas’s main 

competitor both domestically and internationally… 

Singapore Airlines is also involved in a long-term alliance with Virgin Australia, which 

involves a codesharing arrangement and reciprocal frequent flyer benefits and lounge 

access… Air New Zealand has established ties with Virgin Australia and Cathay Pacific to 

codeshare long-haul international flights. Air New Zealand owned a 25.9% stake in major 

player Virgin Australia but sold 20% of its stake to Chinese conglomerate Nanshan Group in 

June 2016. However, the airline still intends to keep its codeshare arrangement with Virgin 

Australia. 

 

2.0 Loyalty Programs 

The textbook Marketing by Grewal, Levy, Mathews, Harrigan & Bucic (the textbook used in a core 

undergraduate unit in QUT Business School, BSB126 Marketing) includes a snapshot feature on 

loyalty and rewards programs: 

In a bid to lure customers back into their stores, major retailers are turning to new or 

revamped rewards programs. In a rewards point economy, customers are spending to 

receive rewards, incentives and product updates. In a retail industry where there may 

appear to be little differentiation in product offerings, a good loyalty program may influence 

store choice. And it is not only the customers that large retailers want back but also the 

tremendous amount of personal information that loyalty programs capture. Retailers are 

able to find out where their customers shop, what they buy and who they are… 

Loyalty cards provide companies with valuable information about customer spending habits, 

the success of stores and departments, most popular brands and aspects of the marketing 

mix such as product offering, product placement and service. Retail stores can also use 

customer data to evaluate their effectiveness of marketing and event programs. 

Encouraging people to swipe their cards more often through offering incentives and rewards 

provides a current database linking personal information to purchase behaviour…. The perks 

and benefits of a loyalty program need to be more than just accumulating points for the 

customer. It needs to be personalised and the data captured translated into superior 

customer service. 

A study on customer loyalty programs by Mastercard released in November 2017, reports that 9 in 

10 Australians are members of loyalty programs, with the average Australian belonging to 6.1 

programs. 79% of Australians belong to retail loyalty programs, 50% to airline frequent flyer 

programs, and 43% to schemes with financial institutions. 

  

https://newsroom.mastercard.com/asia-pacific/files/2018/01/Loyalty-Solutions-Whitepaper.-AP-Region-20171.pdf
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3.0 Virgin Australia Group 

The IBISWorld Company Report on Virgin Australia Holdings Limited (released in June 2017) provides 

the following overview: 

Virgin Australia Holdings Limited is a publicly listed Australian airline. The firm began 

operations in Australian under the Virgin Blue Airlines brand in 2000, offering low-cost 

domestic air travel between capital cities. The company had support from federal, state and 

local governments, which provides incentives for Virgin to service routes that would 

otherwise be subject to high airfares. In 2011, the company combined the operations of its 

Australian-based carriers Virgin Blue, Pacific Blue, Polynesian Blue and V Australia into Virgin 

Australia. 

After listing on the ASX in December 2003, Virgin’s immediate focus was winning a greater 

share of the lucrative corporate market. The company introduced a new frequent flyer 

program, online and self-service check-in, and flexible airfares to lure business travellers. 

Virgin also unveiled radically transformed airport lounges in 2006. The new lounges offered 

an enhanced range of business facilities and services. Virgin Australia’s focus on the high-

value business travel market was designed to compensate for increasing competition for 

leisure travellers from Qantas’s low-cost subsidiary, Jetstar. The firm is also involved in 

codeshare alliances with several major international airlines, including Etihad Airways, 

Singapore Airlines and Air New Zealand. The alliances are part of Virgin Australia’s strategy 

to build an international network that complements its domestic business. 

You can learn more about the Virgin Family, Virgin Australia History, and other key information on 

the Company Overview section of the Virgin Australia website. You can access annual reports, 

presentations and other investor information on the Shareholder Information section of the Virgin 

Australia website.  

 

  

https://www.virginaustralia.com/au/en/about-us/company-overview/
https://www.virginaustralia.com/au/en/about-us/company-overview/investor-information/
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4.0 Velocity Frequent Flyer 

 

Velocity Frequent Flyer is the frequent flyer loyalty program of Virgin Australia. Velocity Frequent 

Flyer is an award-winning program, recognised over a number of years for Program of the Year, Best 

Customer Service and Best Redemption Ability at the Freddie Awards, the most prestigious member-

generated awards in the travel loyalty industry. 

The Virgin Australia Group Annual Report 2017 reports there are more than 8 million Velocity 

members, with the CEO John Borghetti AO highlighting this membership base was the equivalent of 

1 in 3 Australians, with further growth planned for Velocity, including expansion and diversification 

of its portfolio of redemption partners.  

You can learn more about Velocity Frequent Flyer on the Velocity Frequent Flyer website.  

These articles from the Velocity team will also provide some facts and background: 

4 Convincing Reasons to Join Velocity Frequent Flyer;  

 

And We’re Setting the Record Straight on 4 Velocity Myths 

 

http://freddieawards.com/history/
https://www.velocityfrequentflyer.com/content/
https://view.velocityfrequentflyer.com/the-basics/4-convincing-reasons-to-join-velocity-frequent-flyer
https://view.velocityfrequentflyer.com/the-basics/setting-the-record-straight-on-4-velocity-myths
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The Day of a Velocity Frequent Flyer Member provides some of the partners and how members earn 

points on Velocity:  

 

 

 

 

 

 

 

 

 

 

 

 

 

Velocity Frequent Flyer has used clever messaging to attract and retain members: 
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Email communication to members highlights destinations: 
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5.0 Business challenge for BlueShift consulting teams 

For the BlueShift case competition in 2018, your team is challenged to provide analysis and 

recommendations to Virgin Australia and its loyalty program, Velocity Frequent Flyer, with a focus 

on attracting and retaining young professionals to the program. Your analysis and recommendations 

should consider Velocity Frequent Flyer in the context of customer loyalty programs and airline 

industry in Australia, while drawing on the best ideas and initiatives from around the world. 

Your team must submit a written report. The report must include: 

1. Cover page (one A4 page) 

2. Table of contents (one A4 page) 

3. Executive Summary (one A4 page) 

4. Research and analysis (maximum three A4 pages), including: 

a. Overview of Virgin Australia and Velocity Frequent Flyer; 

b. Analysis of customer loyalty programs in Australia; 

c. Analysis of the airline industry in Australia; 

d. Best practice and benchmarks in customer loyalty programs around the world. 

5. Recommendations (maximum three A4 pages), including: 

a. The criteria your team has used to describe and identify the young professionals 

market;  

b. Strategy and tactics to attract and retain young professionals to Velocity Frequent 

Flyer over the next two years. Your team’s suite of tactics must include an 

innovation or initiative to enhance the inflight experience on Virgin Australia 

domestic routes for young professionals; and an innovation or initiative to make 

young professionals committed fans of the Virgin Australia lounge experience. 

c. Marketing and communication tactics to let young professionals know about Virgin 

Australia, Velocity Frequent Flyer, and the new innovations and initiatives; leading to 

membership and retention; 

d. Identify the major income and expenditure items for your team’s recommendations. 

Your team does not need to include figures in this section, rather demonstrate that 

your team has considered the budget, including whether the recommendations will 

generate income or some other value; 

e. Timeline for implementation over next two years (June 2018 to June 2020); 

f. Evaluation approach to track and measure the success of your team’s recommended 

strategy and tactics. 

6. Overview of your consulting team (one A4 page) 

7. List of references and sources (no page limit) 
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6.0 Research Starters 

There are hyperlinks to online resources throughout this briefing document. These should be your 

research starters. To provide a compelling and well justified report, your team will be expected to 

undertake additional research. 
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