rvice disruption in
aitl; International Airport in New York, its main East Coast
IN€ 1o cancel more than half of its flights. Ten planes sat unable to

February 14, 2007, JetBlue Airways Corp. (NYSE:JBLU) suffered the
Its seven-year history. A winter storm snarled opera-

HOVe on Icy runways in New
Slue - | - New York, trapping pass insl to 10 hours. Jet-
lue’s ordeal continued for nea pping passengers inside for up

g rly a week. The airline had trouble resuming normal
"i’ie c;;?:r ‘;flI?n addlt;onal storms struck, leaving planes and crews out of position.
imately cancelled nearly 1,900 flights, affecting 130,000 travelers, before

;“ili?tise ?3;?11:10 fgi‘it;)i; normal operati ons on February 20. The unprecedented service
and to g € the all'l_mfe to grant $26 million in passenger refunds and vouchers
- Spen another $4 million on employee overtime and other storm-related costs.!

Although the massive Valentine’s Day storm affected every airline flying East Coast
routes, the news media focused their attention on JetBlue’s problems. Commenta-
tors wondered if the company that had once promised to “bring humanity back to
air travel” had abandoned its commitment to stellar customer service and become yet
another uncaring airline. Stranded passengers wasted no time publicizing their com-
plaints on blogs and in the media, and skittish investors began unloading JBLU stock.
This was the worst crisis in the young company’s history. JetBlue’s management had to
act quickly to regain customer loyalty, reverse a barrage of hostile press coverage, and
reconfigure operations to prevent a similar disaster from recurring.

“MAKING FLYING HAPPIER AND EASIER FOR
EVERYONE” —

The airline was founded in 1998 by 38-year-old David Neeleman, who saw himself as
“bringing humanity back to air travel and making the experience of flying happier and
~ easier for e'ns*f(—:ryca'n'e.""2 _ o o |
| A former Mormon missionary, Neeleman started his first company, a travel 1_71131*
ness. while a student at the University of Utah. He went on to establish a regional
, orris Air, and in 1992 sold it to Southwest, vﬁvhere he became executive vice
- president. The entrepreneurial Neeleman lasteq for six months at Southwest, whel:e
his fast-paced style did not suit the more cautious corporate culture. As one of his.
colleagues there later said, “He didn’t understand the nuance of the organization. He
needed to walk, not run.”? Still in his 30s, Neeleman moved on to co-found Westlet,
. a Canadla’n régi-onal airline, and aﬂer making 1t pr oflta_ble? he helped develop Open
_ Skies, an electronic ticketing system later acqmred by Hewlett Packa_rd._

carrier, Morrl

' NOTE This. 'c-ase is based -eﬁ-tfréfy -bn published sources and has been prepared for teaching

~ purposes.
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In 1998, Neeleman gathered a team of investors and scasazd airline mdumm .
utives and founded “New Air Corporation.” The firm changed its niame 1o Jc(B}ue "
July 1999, when it announced that offer low-cost, high-qua 1tyt-h3ervm to and
rom New York City, as “New York’s hometowr airline.” At that i:lmc&w e CEO prom.
ised that JetBlue would be a “new Kin are airline,” offering the types of ame-
pities reserved for pricier carriers, including wider seats, morc l-egm(i‘m afﬂd storage
space, and 24 channels of inflight sion. The company s press reicase promised
innovations like touch-screen check-1n and : er arrlines
on identical routes.” JetBlue began flying -1 February 2000, offering non-stop service
between New York and Fort Lauderdale, Flonda. j __

The traveling public responded favorably to Neelema& s offer c}f excellent Gllstmr
service, upscale amenyties, and low fares. Thanks to its younger fleet and newer staff,
the firm enjoyed lower maintenance and labor costs than 13 old-school competitors. Jt
was also well-capitalized; the combination of 10WeT costs and a strong balance sheet
helped JetBlue avoid the major losses its competitor, (Ul d after September 11,
2001, and positioned it to take market share away 7o o, i’_"s-ﬁﬂffrlemgn took the com-
pany public in April 2002. By the end of 2004, JetBlue 43S flying high. Its Tevenues

every vear. It had climbed to

had quadrupled—and the company had made & proii ‘
11th place in revenue passenger miles generated, and had done so with fewer planes

than many of its bigger ::ompetitors.4 Exhibits 1, 2, 3, and & provide data about the
airline’s growth and performance.

FLYING HIGH IN A TURBULENT INDUSTRY

By 2005, Neeleman was leading one of the few successful start-ups in the highly
competitive U.S. airline business. More than 100 airlines had been launched since the
industry was deregulated in 1978, but only a handful had survived the tremendous
competitive pressures in this mature industry.” The events of September 11, 2001,
had a significant impact on the U.S. economy in general and on the airlines i par-
ticular. In 2000, the industry generated total sales of $120 billion; over the next two
years, revenues plummeted to $105 billion, and it would be five years before sales

~ recovered (see Exhibit 5 on page 596). The airlines also faced strongly rising fuel

prices, heavy debt loads, and increasing pension liabilities related to their aging work-

forces.® By September, 2005, four major carriers (United, US Airways, Delta, and

Northwest), representing 40 percent of the industry’s total capacity, were fing
under Chapter 11 protection.”” .try — i

During this period, JetBlue had effectively established a powerful brand and carved
out a distinct and profitable position as a low-cost airline offering a high level of ser-
vice. The firm strove to provide every customer with “the JetBlue Experience,” which

‘combined value, service, and style. Passengers enjoyed free co-branded amenities,

including brand name snacks, Dunkin Donuts coffee, XM satellite radio, DIRECTY

~ satellite television, and Bliss Spa comfort kits. Passengers could watch live televi-

sion, hsten to satellite radio, purchase 20th Century Fox inflight movies, and sip wines
chosen by “low fare sommelier” Josh Wesson of Best Cellars, a valﬁe:oriented cham

- of retail wine shops. The JetBlue Experience also included innovation. From its incep-

tion, all JetBlue travel had been ticketless, all fares one-way, and all seats assigned. '

was the first airline to deploy the new Embraer 190 regional jet and the first to offer

free live television; in 2002 it acquired infligh il Ly e ot 3
‘marketing the service to other airlines, elevision provider Live TV and bog®®
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SERVICE EXCELLENCE

;J;Biu: has Stmgh Ty §ra£f‘ide what it calls “the best customer service in the business”
| has won dozens o wop awards for its perfm'mm;mg in 2007, 1t was named the nutr;a |
bﬂ' ﬁme most &timmﬂ airline by Fortune and best in customer satistaction by Market
-Hé'iﬂii In 2006, it was picked as the best domestic airline by both Conde Nast Trav-
ﬂiﬁ'm Tm’ﬁ’ + Leisure. the best low cost/no frills airline by OAG, and the best U.S,
airline in the annual quality ranking survey conducted by the University of Nebraska-
Omaha and Wichita State University. In 2006, JetBlue enjoyed the second-lowest rate
of customer complaints among the 10 largest U.S. airlines (see Exhibit 6 on page 596).
Neeclemans vision of a new category of airline, one that would make flying more
 fun and more civilized, was as compelling for employees as it was for passengers.
A former missionary to Brazil, Neeleman had an extraordinary ability to connect
with people and to inspire them, like the pilot who told Fast Company, 1 would walk
through fire for him.”'® He traveled frequently on JetBlue flights, working alongside
emplovees, talking with pilots in the cockpit, visiting with customers about their expe-
askine how the airline could better serve them. Neeleman and his execu-
of the business

a high value on involving employees in all aspects



- ;succeed together or we fail together.

| 'and cu]twatmg a sense of teamwark. Ail ﬁmpiﬁy%ﬁ arg &«ﬂ?wﬁ MOH, |
- supervisors attend “Jet Blue University” for a course in the company’s priseipes of
 leadership taught by Neeleman and chief mp@mmmg officer Pave Mw m
~senior vice president of operations, Sﬂl]!d ‘There | lh rm *ﬂwy* hﬁﬁ; ii v’ ﬁ?ﬁ m ‘W@ .

- Evenafter the ice storm, employees dﬁfend@d the airline. Qﬂ F@brm w,, e . -
) ,wha identified him- or herself as a JetBlue employee posted 4 yespo e 1 2 Bloges

- who had been critical of the company's handling of the situation; -
n Had you booked a ticket on Delta or American, yﬁur ﬂight would b.ﬂw been cancelied

' - and you wouldn’t have gotten a refund. You would have had 1o ﬂy a1 another time, b
~you wouldn’t have been compensated for your dﬁiﬂy“*-ﬁi ﬂﬂ . i1 00 way, is m M

& .'wauldn*t have apologized . . . atall .., EVER! . s,
- What happened to all of you (mﬁludmg my fellﬁw pﬂmb ﬂ-ﬂd ﬁig!ﬁ attendands it
- were stuck right along with you—and just as miserable as you were) was WM M |

cool, uncomfortable, a huge pain in the ass and a really, r eally, really bad day.

~ That’s about it though. See, when you travel it’s like i:mymg a lottery ticket: ifjem .
. get to your destination hassle free—you win! If you have issues altmg the way .. - that’s

o life! But if you get a refund for your troubles . , , that’s amazing! . .

S I’'m sorry you went through what you went through on Valcmlm s Day, and g S |
- you to come back to jetBlue so I can give you the jetBlue Eﬁpﬂfw ymx ‘ve sfm £t
~ accustomed to and we do our best to deliver every day.'? - i

'WARNING LIGHTS IN THE COCKPIT

In May 2004 Fast Company profiled the young CEG prmmg hts han&m W
and wammg that it would be increasingly hard to maintain as JetBlue got biw

 Much that’s distinctive about this airline——from the enthusmm of its employees to 1&
1 ‘-g: relentless customer focus to its hip, bhghtly cﬁunurculuml mm—% ptecﬁeiy the




cort of Sk e |
the bigger fﬁm‘:&zgg};g thﬂ?r erﬁ-ﬁm]]_g and that becomes far tougher
hli*’i*ﬂi? L0 thﬂ b;rwm ; h:]f n;}ﬂmm'f’ those qualities as it mofphs frofm fimble
operabon? S dl ﬁ fﬂﬁi#lrgd 0 manage a vastly more complex

G SR | . .
iﬁﬁﬂmﬂ m ﬂm wiﬂwltf many truly innovative companies these days. Call thetn
remain in mmw lons, perhaps. If they pull off this transition, they become big, b
iikt: Jﬁﬂm ﬂ;gfﬂmﬁ annﬁmm of bigness<think Starbucks. Dell, and Amnazon.
and me 444 mﬁﬂemﬂiﬁi speed, anid a sense of intimacy with employees
&Cﬁidﬁ&:"“ P‘# another-way, the chal i#ﬁgt: JetBlue now faces iy this: 1s small

Fm: ﬂiﬁ an began flying into turbulence in 2005. At the samc time as Fust Com:

any Was pons e turbu ;

W T N ‘his ability to save his company feom the fate of People EXPress,
a similar concept which failed in the 1980s, rivals Delta and United were launching
Song and T‘”ﬂ* {ow-cost/high-frills offerings meant to directly compete with JetBlie.
LMM t.-'...’_ ntenance expenses bw 1o cre ep up as JetBlue’s pec Ipl ¢ and p[ﬂfiﬁﬁ gt
ﬂﬂﬁ andmemmw experienced problems with the teaduction of 4 brand-new
aircraft type, the Embraer 190. As i often the case when an airline brings a new type
of aircraft into its fleet, JetBlue experienced unexpected glitches. Not only did the new
£ mbraer 190s arrive behind schedule, installing the in-flight entertainment systenm 50
integral to the JetBlue passcnger experience took longer than expected. Also, piiots
and mechanics used to doing things a certain way on the existing fleet experienced
significant learning curves in operating the new aireraft, On<time performance eroded
and ﬂxghts were canceled.'* In additi Florida and the Gulf Coast, important markets
for JetBlue, were ravaged by Hurricanes Rita, Wilma, and Katrina in the summer of
2005, The demand for air travel 1o the affected regions fell, petroleum refinerics were

. oty . fieel costs soared 52 percent. At the end of 2005, the company

' B K
7 ;- 3 E T

closed, and JetBlue's fucl costs soar
v ecteman and Barger discuss n the company’s 2005 Annual

. discussed these challenges |
 plan for tecovery. They planned to grow revenucs by raiging aver-
< canacity more efficiently and adding service to small and medium-
2 relative tack of competition would allow JetBlue 10 command a
teo reiterated the airline’s commitment to reliable service, which
* with a delay rather than canceling the flight for the
. osts, they promised to improve work force pro-
o m m hﬂgims pmci':ﬁﬂﬁﬁ., 3;“(1 more ﬁ«XtﬂﬂﬁiVﬁ HEE
ev would control the risk of rising fuel prices through
o team also refused honuses, and Necleman

e l..'-" iy
s (vt AV
I el =

nd Barger’s plan to grow their way out of trouble
Lo e 39 petce it in 2006, to $2 16 billion, The firm
R ol mgtl'iﬂ year just $1 million in the

§ thece sucoessive DIOCILC L told investors, “I'm tremendously proud of
THOVREY JE 8 e U ¢ in advancing our plan to institutionalize
e 4§ imarove revenue e overall.” Dave Barger gaid that

B O e well for 2007, a year in which we

1 .

. while continuing to enhance the JetBlue
anage ’sqmﬁf" idence. Towards the end
eommendations, and by mid-January, the

. No one knew the turbulence that lay

#
5
=4

12

= e N




STORM Y WEATHER

. - On 1ts sevemh anmvwsary_, Febmary 5 1, 2007 Ie:tBhse WS opcmung some ﬂ)@ ﬁxghls |
a day 1o 50 cities in the U.S., Mexico, and the Caribbean. David Necleman had built

" :.' one of the very few successful ma.lﬁr new airlines since the industry was deregulated

nearly 30 years before, The company s prospects seemed bright. And then. thm ‘Wﬂ -

B '-.latﬂr JetBlue was hit with the worst crisis in its history.

February 14 began as a normal day at JetBlues Famsi Hsz New York headqmr |

ters, near John F. Kennedy International Airport. The company had issued a routine
_news release shortly after 9 a.m., aanouncing that it had formed a partnership with

o -Cape Air to offer service to four communities on Cape Cod. The day before, a front
~ had moved into the New York City region from the west, dropping one-tenth of an inch -
. of snow. Heavy sniow was in the forecast for upstate, but it appeared that the city would T
 be spared the brunt of the storm. At the airport’s weather station, the barometer started

T - falling at midnight. By dawn, what had been light snow in the early morning hours o
-~ had become ice pellets and light freezing rain, with temperatures hovering in the upper

- 20s. No one seemed to know that by lunchtime, barometric pressure would drop nearty
 an inch and a full blown nor'easter would be raking the airport with winds gustmg .
. up to 40 miles per hour, coating planes and runways with ice. Early that morning, tn =

- keeping with the airline’s desire to avoid cancellations, JetBlue gate agems loaded pas- E -' '_ |

fm- six to0 10‘}:’: hours. .
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' The starm shumdmgns afmlmﬁngbymlyaﬂemm as- eezing

 into light snow, and JetBlue officials kept the loaded planes in place, spparettly. mnf vl
lwpmg to salvage some of the flights. By 3 p.m., however, they had admitted defm

. -sengers onto six planes, in hopes that they could get out during a break in the weaiher SN
.. These planes remained stuck at the gate; while over the course of the morning, four =
" " more JetBlue aircraft arrived and remained on the tarmac, unabie to reach the terminal
i becauseall gates m nccupwd, a.nd gmimd eqmpmnt used to tow plm&s was fmmn A
 Eh.. Asme hnmscrsptby fmﬁm passmgcrs md cmmembets smckqnboml thc 10 air-
i hnem, JetBlue's operations appeared to have become paralyzed. The problems at JFK,
‘tts Easi Coast hub, rippled throughout JetBlue's system. Its 300 number, staffed by =
.+ home-based workers in Utah, was overwhelmed by the crush-of calls from customers ' -
28 saekmg information or trying to rebook delayed flights. Its New York-based 20-person
mw smm dcpaﬂmmt, whmh handles the schaeduhng of crewmmhers, was aim. Ee

ami a&kcd ﬂlﬁ PartAmhﬂnty of New York and New Jersey for help in rescuing strand ":é i

3 enfered the tmﬂmﬂl after 7 pnm.* ham.-rg sat mbaarﬂ-




t

:1 m t&w gam wid medav that the pﬁﬂts mvmﬁd 'nt umiatﬂ.-a ﬁﬁd ﬁigm: aﬂ:cm-

~dants distributed snacks hbemlly, aﬂmd pamngm to recharge cell phones and let -
_E__,ﬁhﬂﬂren help push the service catts.'® “ft could have been worse.” he said of the nine-
 hour ordeal. Other fliers were less complimentary, An unnamed man told ABC World
- News, “My vacation is canceled, No flights out. 1 can’t go anywhere. They can't get
- Ime out on vacation. My kids are home in four-degree weather when we're supposedto
~be on a beach with 90-degree weather™ Cheryl Chesner, a bride who had to cancel
'T"hﬁr hﬂneymmn trip to AT “bﬂ» 'lﬂld the Saﬂ me:‘r.scﬂ C’kmnw}é “lt was ﬁw wmt. H

 One custﬁme:r a New Yark r&%ident who was angry abeut mmsmg a muuh* niicipat
Va lentine’s Day trip home to Los Angeles with her new boyfriend, started a blog caﬂed A
WWW, jethiuﬂhosmge*ccm <t Using the screen name “Gen Starchﬂd;“ she wrote, “Nath-* .
~ing says ‘I love you’ like bemg held hostage on a frozen plane with the man you love, )
- 99 strangers, 4 other people you happen to know, 4 screaming babies and 3 mmbum o 554
 tious kids running about, nothing but chips and soda for sustenmee, fault}f Pﬂ“’ef m
~ liable direct TV, and an overfilled sewage system for 11 hours”

The blog became we 1i-known and led to an interview for Gen and hﬂf _ﬂd ﬁﬂ

CNN JetBlue’s public relations department ask,ed het to meet thh Dawd Nﬂﬁlﬁmﬂ*
:._ -__Sha racamaed the March 5 meetmg on her blog
Ii went alat hke thzs R SN RS
*:';_:I dan t lmve the answer ﬂris rs wﬁa }’ﬁu rwed m tﬂﬁ: 1‘0 e e DAl v g S SO
= .J'Etc, e el S e T T .
Then he h.lt a wall and 1 muld acmaity see th& change mhlm Frﬂm_ ﬁ!ﬂ boginmng of - -
" the meeting, he was pla)ﬂng these passive aggressive “you're not imp: 2 > i,

| by taking FOUR PHONE CALLS, on his mobile at that, Not from JetBlm emplw

: ",-"":'fcencemaé abﬁut ths weather cameﬁatmns Calls fmm hrs mfm Callﬁ fmm hxs neighbc bl

“E':}en St:mhﬂﬂ and her fellﬁw “hostag wew mt the ont ; tray

96 pen nd cﬂmm1 e 7 pe oy




aff got busy tryin, wwpairmcfm%
14, JﬂtBiuc wsued a pub
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éf-:l?*:-;;‘.i.fi - con ':'_,_'amts S pitis Jetmm"s tmnpetmg of mm customer-friendl appﬂ}ach.mm . R
Giaeat ssenger expectatmns are inevitably higher, Other airlines, after all, had long - P oy T

~owl o waitsat JFK .. . but interminable delays, &axmuamns and service snafus, says UNC i e e

_-;g.'?:?_;;;fi[ff - Kenan-Flagler Business School professor Valarie Zeithaml, can be “more dmumntal b A
R [m JetBluE] than to a latEﬂr airline. It ru:ns tﬂtal{ wmﬁ#r ta wha thcy m’# canung ﬁut- ?f"

. andsaying they are and what ey e 1* VLR e S E SR S R )

e , hﬂﬁt ﬂf CNBC s Kudlaw and C&., sal Bty T g b
guy'sa great entrepreneur. He created and built and grew this qampany OK R .7 e S

T e e, YRS ;ﬂn about it. But how many times in the past do we know that entrepreneurial K TR et
Ry e C'Eﬂs are not nece_ssanly the ones that take these compani ¢s to the next stage where . A5
. management and administration are really the keys? He clearly struck out on manage-
Lt mm;t, mfarmanom c;amumaanﬁm where's this equipment, where were the mlﬁts,f lww Pl e
ﬂllp get n much witix ﬂﬂﬂ mﬂm wlwra are thc ﬂtght attendmts? And 1 know hc‘& made -;.;';'-f-_“f, ol B
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