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“Making money is the 
best way to relax”

Lance gokongwei
Chief executive, Cebu PacificCebu Pacific has overtaken Philippine Airlines 

to become the largest carrier in the country
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* up until 2008, the low-cost leadership and regional leadership awards 

were combined

LOW-COst LEAdErshIP

 C
ebu Pacific’s chief executive 
Lance Gokongwei told Airline 
Business last year that he does 
not play golf or read to take a 
break from his hectic schedule. 

Instead, if anything drives him, it is work. As 
he put it: “Making money is the best way to 
relax.” If the Philippine low-cost carrier’s suc-
cess is anything to go by, Gokongwei must be 
extremely relaxed.

Cebu Pacific has become the market leader 
and overtaken flag carrier Philippine Airlines 
to become the largest and most profitable car-
rier in this fast-growing market. Several air-
lines have been founded since deregulation in 
the country, but it is the subsidiary of Philip-
pine conglomerate JG Summit – owned by 
Lance’s father John Gokongwei – that is the 
most successful.

Simply put, it has opened up a new market 
segment across much of the country and 
shown how it can be done effectively and 
profitably. Cebu Pacific has actively leveraged 
social media vehicles such as Twitter, Face-
book and YouTube, raising the airline’s na-
tional – and international – profile and its 
one-to-one relationship with its customers.

It even emerged from the 2008 economic 
downturn to hold a successful IPO, in which 
it floated 30% of its shares and raised more 
than $500 million. As one of the judges said:  
“The main thing is that they got their issue 
away and, in a challenging and difficult mar-
ket, they seem to be making money.” It was 
not always the case.

The airline began operations in 1999 with 
Gokongwei at its helm, but the SARS crisis of 
2003 and rising fuel costs of the following 
years forced a rethink of its model. “With oil 
prices going up, we did not have a genuine 
cost advantage against PAL, who also started 
to match our ticket price,” says Gokongwei. 

“So we had the classic dilemma. Yes, we 
were a low-fare carrier, but we had to decide if 
we should become a full-service carrier or a 
proper low-cost carrier. Given our low-fare 
legacy, the answer was obvious.”

Using Airbus A319s and A320s, the airline 
pushed ahead and unlocked a latent demand 
for air travel within an archipelago where an 
extensive network of ferries is still the main 
mode of transport. 

It tapped into the growing number of over-
seas Filipino workers and residents, offering 
them cheap fares, no-frills services and exten-

sive connections. It has been a boon to the 
tourism industry, with both Filipinos and for-
eigners discovering more about the country’s 
natural beauty. Cebu Pacific is largely respon-
sible for the Philippine airline market’s 
growth from 2 million passengers in 2005 to 
12 million in 2011.

“In 2005, we rebranded and did all the 
things low-cost carriers were supposed to do 
– selling through the internet, doing a lot of 
yield management. What changed was that by 
going from being a low-fare carrier to a truly 
low-cost carrier, we were able to significantly 
stimulate the market,” says Gokongwei.

“As a businessman, the lesson I learnt was 
that you can’t afford to be in the middle. You 
are either an ultra-efficient low-cost carrier, or 
a super-premium network carrier. There’s no 
room in the middle in this business.”

Perhaps the biggest challenge will be when 
Gokongwei himself inevitably leaves to take 
over from his father as chairman of JG Sum-
mit, where he is already the president and 
chief executive. He has already begun to grad-
ually take himself away from the day-to-day 
operations at Cebu Pacific, with a core man-
agement team helping to run the airline. One 
of them will have to take over, but Gokongwei 
will leave strong foundations.
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