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#1 U.K. CIVIL AVIATION 
RECOVERY WILL BE LONG 
AND BUMPY 

The civil aviation sector has experienced the 

most significant crisis in its history. The progress 

of vaccination and the repeated commitments 

to international cooperation, particularly in Eu-

rope, allow us to see some light at the end of the 

tunnel. Nevertheless, the recovery will be slow, 

chaotic and dependent on the political choices 

of different governments. The airline sector is the 

only one where recovery does not depend on 

national sovereign political decisions but also on 

the decisions of the destination countries.  This is 

particularly true for the UK due to the very small 

size of its domestic market. Most countries opt 

for a local recovery and do not hesitate to protect 

it by closing their border at the first appearance 

of a new variant in a foreign country.  Civil avia-

tion is a sector that requires great predictability. 

Capacities are announced 6 months in advance, 

sometimes more, and the measures put in place 

by states require an increased flexibility from the 

companies and their employees.  

Beyond the bumps in the recovery, the me-

dium-term trajectory is one of slow recovery and 

much lower volumes than before the crisis. This 

is particularly true for long-haul flights, which will 

continue to be highly dependent on the slower 

pace of vaccination in many countries and the 

reluctance of countries that are further ahead 

in vaccinating their populations to reopen their 

borders. The case of the USA is particularly pro-

blematic for British and Irish companies. Europe 

has already announced its intention to welcome 

all vaccinated travellers from the US. However, 

the US has yet to give clear signs that it is wil-

ling to lift its restrictions and offer reciprocity. The 

UK has kept the US on the amber list. A unilateral 

opening by the US seems unlikely, at least until 

the effects of the development of the Delta va-

riant on British territory are fully analysed. For Bri-

tish Airways or Virgin Atlantic, it is impossible to 

foresee a return to normal without the resump-

tion of North American traffic.   
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#2 A LACK OF LEVEL 
PLAYING FIELD 

British airlines have few alternatives. The do-

mestic market is small and the European market 

has become more difficult to access post-Brexit, 

which has made cabotage impossible and 

obliges them to offer only direct UK-EU return 

flights, which do not allow them to capture de-

mand under the same conditions as the Euro-

pean airlines. Moreover, the public support to the 

airline industry has often been more favourable 

in most of the EU countries. The UK airlines and 

far from having a level playing field. The strate-

gy of the IAG group, which favours Iberia and 

Vueling over BA, is a perfect illustration of this 

situation. In the most difficult moments for IAG, 

notably in the first 5 months of 2021, UK-Spain 

traffic was mainly allocated to Iberia and Vueling 

by IAG. However, more importantly, where Vue-

ling is offering almost as many seats as in 2019 

for the summer, BA will only offer 80% of them 

even though it is one of the one of the main ac-

cessible destinations. Beyond volumes, there is 

the question of the downward pressure on yield 

due to overcapacity and the drop in demand for 

business flights. During the summer travellers to 

some destinations in high demand could see a 

significant increase in price but this will certainly 

remain limited. Following the announcement of 

restrictions easing, prices tend to surge but the 

level of forward booking is so low that the pros-

pect of historically high fares is not the most pro-

bable scenario. 

The winter season could benefit from postponed 

demand but the business market, which will be-

nefit from a strong temporary recovery as soon 

as conditions allow, could be confronted with 

new travel policies in the big corporations. The 

notion of essential travel that has flared up with 

the crisis is unlikely to disappear as companies 

seek to protect some of the savings captured 

during the crisis. Long haul business class will 

probably be less challenged than short haul bu-

siness travel. Travelling from one country to ano-

ther for a two-hour meeting is unlikely to survive 

new way of remote working practices massively 

adopted during the crisis.

Capacity of BA, Iberia and Vueling on UK-Spain routes, in % of total   

Source : CAPA
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#3 THE FINANCIAL 
STRENGTH OF AIRLINES 
HAS BEEN PUT UNDER 
PRESSURE  

U.K. airlines, despite counting some of the stron-

gest players at the beginning of the crisis, were 

already facing some challenges as shown by the 

bankruptcy of Thomas Cook and Flybe. The crisis 

has not only frozen the ongoing consolidation but 

has also generated a new imbalance between 

the airlines which received significant state sup-

port and those forced to rely mainly on the finan-

cial markets to boost their liquidity. U.K. airlines 

belong to the second group and there is a risk 

that they will be further disadvantaged as some 

countries are offering long term support (some 

until 2023) notably extended furlough scheme.. 

The net debt to EBITDA position is a key indicator 

that the airlines will not have the financial capa-

city to service their debt at their current earnings. 

Jet2 is the only company that is in line with the 

industry benchmark of 3x-4x. Without a long-

term plan in place these airlines will struggle and 

face significant difficulties in maintaining a going 

concern position.  U.K. civil aviation industry 

which is surely experiencing the highest level of 

uncertainty and restrictions in Europe (together 

with their Irish counterpart) should benefit from 

very specific support to avoid irremediable da-

mage resulting from a lack of level playing field.  

The UK has already suffered its share and further 

reduction would definitely put at risk a significant 

share of the infrastructure

#4 A LONG-TERM IMPACT 
ON THE INDUSTRY 

During pre-covid times, the UK was Europe’s lar-

gest market, such that the UK market accounted 

for 20.1% of all departures and arrivals in Europe 

in 2019. In fact, within Western Europe’s biggest 

markets, the UK market was 16% bigger than 

Germany, 20% bigger than Spain, 55% bigger  

than France, and 65% bigger than Italy. 

During the pandemic, the position has fallen and 

moved the UK from a position of 1st  place to 5th 

place in the week of 17th May 2021, despite the 

partial reopening of the country. The capacity of-

fered by the UK airlines was 16.8% of 2019 levels 

for the same period, the lowest level in Europe.

Capacity in the UK is set to recover over the next 

three months, although not to 2019 levels. The 

UK is where capacity has been the most reduced 

in Europe.

The same trajectory is seen across UK top Airpo-

rts. Airport revenue fell by 80% since the begin-

ning of the pandemic with 75% less passengers 

compared to 2019 (source CAA). 2021 will be as 

difficult as 2020 given low level of traffic during 

the first semester and the capacity announced 

for the summer by the airlines (less than 60% of 

2019). . 

The airports are also facing the prospect of a 

slow and bumpy recovery. Their financial situa-

tion was often better than for the airlines before 

Selected financials for UK airlines

Source : annual reports 
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the crisis and some of them can rely on solid 

shareholders but the capability to scale back is 

definitively lower in their case. 

In Q2 2020, 9,000 UK airports direct employees 

were furloughed, almost 50% of the total num-

ber of employees. Around 6,000 employees 

of U.K. airports have lost their jobs (25%) and at 

least 3,000 jobs 

have been safe-

guarded by the 

furlough sche-

me (estimations 

Syndex), This is 

is the tip of the 

iceberg. In Ja-

nuary 2021, the 

AOA  estimated that total job losses across U.K. 

airports and associated businesses is likely to ex-

ceed 110,000.

As at the same date, U.K .airlines had already 

announced around 30,000 jobs losses and U.K. 

aerospace 15,000. We estimate that more than 

20% of the jobs in the airline and supporting sec-

tors (between 150,000 

and 180,000) are at 

risk when the furlough 

scheme ends with 

60,000 to 80,000 jobs 

already lost.

Jobs losses at selected UK airports 

Airport
Employee 
Numbers 

2019

Employee 
Numbers 

2020
Job reductions

Belfast International  208 163 -22%
Manchester  3267 2592 -21%
London Gatwick  6089 3385 -44%
London Heathrow  7641 6441 -16%
London City  625 386 -38%
Birmingham  427 177 -59%

Source : press and annual reports

Jobs losses at selected European airlines
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Capacity UK airlines (number of seats) - 2018-2021

Capacity May 2021 vs May 2019 by Country (in %)

Capacity of UK airlines (seats) by airports, 2018-2021

Source : CAPA

* from june 2021, only capacity announced 
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FURLOUGH 
SCHEMES: 
A KEY 
COMPONENT 
OF THE 
SUPPORT 
TO THE 
INDUSTRY IN 
EUROPE

Throughout Europe furlough schemes have 

been proven to be an essential tool for airlines 

and airports resilience during the pandemic. If 

these schemes saved thousands of jobs in the 

UK and in the European Union in 2020, their 

extensions until 2023/24 in some European 

countries will  become a key competitive 

advantage for their airlines, and a disadvantage 

for the others. Depending on their home country, 

European airlines will not have a level playing 

field on the common European air market. 

The impact of the furlough scheme in 

the strategical choice of European air-

lines can be illustrated by three examples. 

Air France-KLM group - one of IAG’s main com-

petitors – has experienced two different furlough 

schemes in 2020: the French Partial Activity for 

Air France and Now, the Dutch system for KLM. 

Even if both companies share the same mana-

gement and a common strategy, the Dutch fur-

lough scheme appeared to have been a decisive 

competitive advantage in 2020 for KLM.

In 2020, the French system covered up to 70% 

of the employee’s salary when they were out 

of work, while the Dutch system covered up to 

100% of KLM wages as for all companies expe-

riencing a significant drop in revenue (20%). In the 

Dutch system, KLM received public support de-

pending on revenue losses and independently of  

the demand for work. De facto, the wage of wor-

king employees was covered in the same way 

as non-working employees. The current level of 

wage compensation is of 85% with a compulsory 

top up of 15% by the company.  

The more ‘generous” Dutch furlough scheme en-

abled KLM to flight more than Air France and to 

increase its market share inside the Air France-

KLM group. At the end of 2020, KLM is hence in 

a better position to take advantage of the upco-

Furlough schemes in Europe - June 2021
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ming market recovery compared to Air France. 

Air France will nevertheless benefit from the 

Long-Term Partial Activity and will be in a better 

position than most of other European airlines in 

2021-2023, including KLM if the scheme Now is 

not extended (see below).

EasyJet also took strategical decisions based on 

the  national furlough scheme. These decisions 

appear to have been seriously unfavourable for 

the UK. While EasyJet went ahead with 1,300 

job cuts in the UK, all jobs based in France were 

saved through a long-term furlough scheme, 

which will run until 2023 . 

France offers companies a long-term furlough 

scheme, named Activity Partielle Longue Du-

rée, which may fund wages up to 70% during the 

time employees are not working for the coming 

24-36 months. The scheme is usually negotiated 

with the company’s unions, but a sector agree-

ment has been negotiated allowing all compa-

nies to recourse to the scheme. Employees will 

have to work and be fully paid by the company 

at least 60% of their contractual working time in 

the coming 24 to 36 months, with the 40% or less 

residual not-working time compensated by the 

furlough scheme. 

Other schemes have been particularly protective 

for the sector, as for instance the ERTE in Spain 

which has just been extended until 30th Sep-

tember 2021. The recourse to the ERTE is making 

illegal any job cuts for 6 months after the end of 

the funding. Iberia and Vueling have almost not 

reduced their headcount. This means there is a 

significant incentive to use the Spanish workforce 

to compensate the job reduction in the U.K. 

A NEW JOB 
PROTECTION 
SCHEME 
FOR THE 
UK AIRLINE 
INDUSTRY 
Most of the European countries have heavily 

supported their national industry so far, and no-

tably their national legacy carriers. There is little 

doubt that this will continue. France has already 

put in place a long term scheme, German air-

lines can recourse also to the traditional Kuzar-

beit, Spain will surely extend the ERTE for as 

long as necessary, the same in Italy and in the 

Netherlands. The airlines in the EU will be able 

to capture the momentum with on the one hand 

the coordination of the European open sky which 

offer a sizeable market and on the other  (in most 

of the cases) a long-term support to absorb the 

up and downs of the recovery. U.K. airlines may  

have none of these and will be at a competitive 

and comparative disadvantage as a result. This 

is a source of extreme fragility of the recovery in 

the UK which will mainly depend on the political 

decision taken outside the UK (in Europe and the 

US). The UK is now de-facto more of a rule taker 

than a rule maker. The airline industry along with 

the ferry industry are the only industries in this 

very specific situation when it comes to easing 

restriction arising out of Covid-19 pandemic. This 

is the cornerstone argument as to why UK civil 

aviation needs a bespoke job protection scheme 

beyond the current proposed end of the CJRS. 

Effectively such government support would give 

the necessary guarantees to maintain current ca-
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pacity as ‘ready to go’ when possible, and ensure 

that when demand reacts immediately to any 

announcement then UK based supply should be 

able to follow. 

Whilst the industry has become extremely 

flexible during the crisis, it is not an industry able 

to cope with a frequent and unplanned stop and 

go. The easing of international travel restrictions 

is still unclear in almost all countries and without 

a clear exit plan it will be difficult for airlines and 

airports to prepare the recovery. Airlines are ar-

guing that they are ready to go with a high level of 

capacity but in reality, they are still holding up. A 

significant number of aircraft which are still in sto-

rage, will need significant maintenance checks, 

many pilots need to renew their licence and will 

need to complete a regulatory training program, 

simulators are already working 24/7. Ground 

staff will have to be checked again and some-

times trained to be ready for normal operations. 

Crew will have to be rostered. The Irish aviation 

industry estimates that a period of at least 2 to 

3 months will be needed to be back to normal.  

Bespoke financial support could play a key role 

to incentivise the industry to engage in proactive 

recovery planning. This financial support should 

also offer a sense of security for the employees 

of the sector against further stop – go travel res-

trictions which may occur in the future. As other 

sectors are recovering faster, the risk of skill lea-

kage is high without such support being in place, 

where individual employees opt for work in more 

stable sectors with more predictable recovery 

prognosis. Workers in the aviation industry, and 

not only pilots, need to go through a complex 

process of training, qualification, checking and 

certification. The time between recruitment and 

first day at work is usually a matter of several 

weeks.  Skill retention is key for the stability of the 

operations. The workforce of the sector has been 

one of the most impacted with jobs losses by 

thousands and a significant income reduction for 

almost everyone. The prospect of a secure future 

will be key. 

A medium-term extension  of the  furlough sche-

me, allowing a high level of flexibility to be put to 

the employees in or out of work at short notice 

without any negative impact on their take-home 

pay is therefore necessary to offer a level playing 

field with the other countries but also to protect 

the skill the sector will need in the future. The cost 

of a similar scheme to the French system is esti-

mated at £20,800 per employees for 18 months 

(pilot, crew, underwings employees and airport 

employees) under the assumption of a recovery 

of 60% compared to 2019 in the second semes-

ter of 2021 and 75% in 2022.  The required support 

for the industry as whole would be a maximum 

£1.4bn for 18 months based under the assump-

tion that an average of 40% of the employees are 

eligible to furlough during the whole period.

Clearly the scheme would ensure that levels of 

support utilisation would diminish rapidly as it 

would aid swift recovery and the movement off 

furlough. In addition the transparency of the me-

trics of recovery – passenger numbers – is such 

that any scheme duration could be tied in to the 

return of demand, and hence ‘fall away’ when the 

industry recovers.
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