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Distribution costs

falling

 Direct distribution
— Airlines are pushing sales towards direct sales on web
— Airlines selling tickets on their website incur no costs

« Reducing travel agency commissions

— Airlines are reducing or removing agents fees (which had been up to
12% of fares)

« Airlines pushing GDSs to lower fees
— GDSs have introduced “low cost” reduced functionality solution
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Detail on GDS

« Schedules, prices and availability are provided around the world in real time,
2417,

« GDS patrticipation facilitates sales via online travel agencies;

« Over 500 airlines are participants on Galileo, Amadeus or Sabre + car; hotel,;
rail and cruise;

« Subscribers access the GDS for free; airlines pay fees for using the
infrastructure, technology and global reach of the GDS

e GDS are NOT Global — some airlines are not subscribers and not all content is
available to all GDS companies.

« For a GDS access to full content (the inventory of the airlines) is a vital
part of their business.

* Many low cost carriers are listed on a GDS
— 15% of easyJet seats sold to business travellers are transacted over GDS (annual report 2009)
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Factors affecting Cranﬁeld
distribution strategy

« Airlines drive to reduce costs
— Distribution has been around 20% of operating costs
— BA's selling costs — 15% in 1999 reduced to 4% in 2009
— BA's selling costs — £33.27 per passenger in 1999, £11.14 in 2009
— Easydet’s selling costs - £1.87 (advertising, merchant fees and commissions) in 2012

 Airlines wishing to have more direct contact with their clients

« Technology has provided the possibility of a direct channel
between the airline and its customers

« Disintermediation - as airlines doubt the abllity of agents to
influence customers’ choice — especially in home markets
« GDSs fees

« Large corporates are more professional in the way they purchase
travel products
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Airline Distribution Costs by Sales
Channel:
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RA’s Channel Shift
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Alrline Busiliness Survey

in 2010

Travel Distribution: -

Continuous shift in distribution channels

B E

Today By 2013

GDS (inc1. oTA) Airline Direct Call Centres

Today By2013

Today By 2013

The Asthne 1T Trends Saevoy 2090 | Jurw 23 2010 | ML ESITA
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Continuing channel shift

Global Ticket Sales
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The distribution wvalue

chain

 Airlines spend $5bn per annum on GDS fees

« Cost as % of ticket prices
— GDS 8 -11%
— Travel Agency 1-2%
— Mercantile fee 2 - 3%

 "typical cost" for an airline accepting a credit card charge is $7-
10 per ticket (Airline Business, Feb 2010)

Source: UATP(Universal Air Travel Plan), Airline Business July 2005 and July 2006
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passenger
(2012)
e Turkish $22.35
 Emirates $36.42
c BA $19.65
- EasyJet $1.87

« Ryanair $2.05
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Why airlines want traffic on

home website

* ‘Ownership of customer’
 Promote brand
« Up-sell to passenger
— Ancillary revenues cannot be easily handled on GDS
« Maximize yield;
« Cut out intermediaries;
* ‘Cheapest’ form of distribution

BUT NEEDS TO DRIVE TRAFFIC TOWARDS WEBSITE
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Alrline strategy

 |n home markets
— Drive business to website
 Where network is not dominant

— Continue to work with Travel Management Companies and GDS
but....

— ...push costs of GDS to TMC and ultimately the customer
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GDS New Fee Structures

* In US GDSs were deregulated in 2003

« Sabre, Travelport and Amadeus have full content agreements with all of
the US majors
— Agents can “opt in” to work with airline’s preferred GDS
— Agents can “opt out” and not use airline’s preferred GDS
* pay the airline a $3.50 per segment surcharge for any bookings
« Full content deals in Europe
— Lufthansa finalised a deal with Amadeus in Jan 2010 after two years negotiation
* GDS secures access to full content for TMC in exchange for lower prices for GDS service
» Airline passes on €4.90 per sector to TMC.
« TMCs still need access to full content so will pass on any additional
costs to travellers in service charges
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IATA’s New Distribution Cranﬁeld

Capability (NDC)

« |ATA are currently (2014/15) piloting a new XML language based
distribution capability set up the airlines.

— The obvious intention is to by-pass GDSs and to add the ability to
take bookings on ancillary services which cannot be easily done
through the GDSs.

— Essentially booking engines are coming full circle, back to when
they original CRSs were established by airlines.

« The concerns of many are data privacy, tailored (ie. not transparent and
the same for all buyers) offers, and inability to easily compare rates.
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IATA’s New Distribution UNIVERSITY
Capability (NDC)

IATA'S NDC TRANSACTION FLOW PLAN
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Value to airline from

‘new’ 1ntermediaries

» Drive new and higher volumes of
web traffic to airline.com
e the ultimate travel « Obtain and sell it to airline at
KAYAK W Iﬂ'ﬂmo lower rate that it can acquire
PR itself

* Increase brand exposure
Send more gqualified traffic

bc‘bkln bUdd \/.eo.uk

TRA\"EL SEARCH MADE SIMPLE

@

travelsu permarket

the price comparison site

(N

airline.com

Source: Andrew Wong, Trip Advisor
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Google 1s key..

Advanced Search
hig| o fnead 2edh

G()Ogle [cheap fights to zurich

Search: @ theweb O pages from the UK

Web Results 1 - 10 of about 86,900 for cheap flights to zurich. (

Cheap Flights Zurich

c

heap Flights To Zurich

www.ebookers. com/January-Sale 35000 Daily Flights, 750 Cities & 363 Airlines. Hotels on Sale!

Cheap Flights to Zurich, Switzerland - Zurich flight deals

Find the most comprehensive range of cheap flights to Zurich from UK & US airports chosen
by our travel experts. We compare all the major aitlines and ...

www. cheapflights.co.uk/flights/Zurich/ - 19k - Cached - Similar pages

Cheap flights to Zurich

Search for cheap flights to Zurich with Skyscanner. The fastest way to find the cheapest low
cost aitline prices. Save time and money on budget, ...

wwnw. skyscanner.net/flights-to/zrh/cheap-flights-to-zurich-airport. html - 18k -

Cached - Similar pages

Cheap Flights to Zurich, Switzerland - TripAdvisor

Flights to Zurich: Enter your dates once and have TripAdvisor search multiple sites to find the
best prices on Zurich flights.

www. tripadvisor. com/Flights-g188113-Zurich-Cheap_Discount_Airfares.html - 47k -

Cached - Similar pages

Cheap Flights to Zurich, Switzerland advice on budget airlines and ...
Impartial advice on cheap flights to Zurich, Switzerland. Compare airfares and budget
airlines with cheap flights to Zurich. Search aiffares and cheap ...

www. wordtravels. com/Cities/Switzerland/Zurich/CheapFlights - 22k - Cached - Sirnilar pages

Cheap flights to Zurich from UK Airports by Just the Flight

Cheap air tickets online and flight reservations to Zurich at bargain fares for scheduled and
charter flights from the UK. Just The Flight online ...

www. justtheflight.co.uk/cheap-flights/ZRH-zurich.html - 47k - Cached - Similar pages

Flights to Zurich, details of UK to Zurich flights

More suggestions for finding cheap flights to Zurich. Swiss budget airline Helvetic, who used
to operate flights from Luton to Zurich, are based at Kloten. ...

www. flightmapping. com/Europe/Switzerland/Zurich/ - 34k - Cached - Similar pages

Find Cheap Flights to Zurich from London {lon) - Kelkoo UK

Find discount airline flights to Zurich from London {lon) on Kelkoo UK. Discount airfares and
cheap flights to Zurich, SWITZERLAND for a business trip or ...
travel.kelkoo.co.uk/172201/_London+{lon)__Zurich.html - 127k - Cached - Similar pages

City Breaks, Cheap Flights, Short Breaks, Discounted Hotels ...

My Vacations - UK based online travel agent to book cheap flight, travel insurance, search
for hotel, find latest deals on package holidays and city break, ...

www. myvacations.co.uk/ - 100k - Cached - Similar pages

Source: Andrew Wong, Trip Advisor

Sponsored Links

Sponsored Links

Cheapest Airfare

21 UK airports to over 80
destinations. Book online and save.
www.thomsonfly.com

Edinburgh to Zurich

with bmi the UKs second largest
airline. Book online now.

www. flybmi.com

Elights to Zurich - £40
Frequent services from £40 one-way
inc. tax. Book & check-in online.
waww. ba.com

Zurich flights

Choose from Low cost, Charter &
Scheduled flights to Zurich.
wwww. expedia.co.uk

Book Cheap Flights

Find your ideal Flight from our
huge selection. Very low prices!
Flights.first-compare.com

Cheap Flights To Zurich
Cheap Flights To Zurich!

Find Cheap Flights at 120+ Sites
www. Kayak.com

Zurich Flights

We search 500 Airlines to find the
cheapest flights to Zurich!
Opodo.co.uk/FlightsZurich

Eluge Zurich

Bei KLM von 16 englischen Flughafen
dauerhaft giinstige Hin & Rickflige!
waww. klm. com/Zurich

More Sponsared Links »
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Google to enter res

market?
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Mobilile apps

Out of the 7 billion people
on the planet 4.8

billion have a mobile and
only 4.2 billion own a
toothbrush!!
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Boarding Pass

AmericanAirlines’

Traveler/Joe
JIFK/LAX

Dweatars Lrwe ¢ 1LAP
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Mobile devices make It easier for

travellers to go outside policy

Keeping passengers
informed

| self-service

§ Making travel paperless

Enabling m-Payment

Primary conduit for
entertainment
R /,/J Enabling mobile based

Delivering personalised
services & marketing Optimizing passenger
flow management

And harder to reconcile T&E
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Check—1n channel shift

Check-in channel mix
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Mobille app adoption by

alrlines

NO APP Worl

Amenca

37 airlines

Oceani

6 airlines

LN

Source: Cranfield, Vermeij, 2014. Survey of top 200 airlines worldwide, and survey of 200 passengers



Moblle app penetration Cranﬁgéggsm
by airline type

worldwide

Source: Cranfield, Vermeij, 2014. Survey of top 200 airlines worldwide, and survey of 200 passengers
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Source: Cranfield, Vermeij, 2014. Survey of top 200 airlines worldwide, and survey of 200 passengers



Cranﬁeld

NIVERSITY

Features offered on apps

by largest 200 airlines

80.00%
T0.00%
60.00%
50.00%
40.00%
30.00%
20.00%
10.00%
0.00% - : i &
] Customer . Enter- Push Baggage
Flight search SUPpOt Flight status |~ Check-in i i guidance tainment | notifications  tracking
B MAINLINE  B88.73% 83.10% 85.92% 81.69% 73.24% T0.42% 59.15% 33.80% 33.80% 12.68% 15.72% 15.49% 9.86% 12.68%
B LOW-COST  B0.00% 20.00% 73.33% 73.33% B0.00% 33.33% 46.67T% 40.00% 10.00% 40.00% 6.67% 10.00% 20.00% 0.00%
| LEISURE 5% T1% 5T% 29% A3% 0% 0% 29% 0% 29% 14% 43% 0% 0%
E REGIONAL BE% 75% BE% 755% 75% 75% 75% 8% 38% 13% 8% 38% 13% 0%

Figure 3.5: Feature penetration per airline class

Source: Cranfield, Vermeij, 2014. Survey of top 200 airlines worldwide, and survey of 200 passengers
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Apps: High penetration

features per region

90,00%
80,00%
%]
c
= 70,00%
w©
o 60,00%
=]
= 50,00%
c
2 40,00%
o
@ 30,00%
o
20,00%
10,00% I
0,00% Cust F
vstomer Boarding pass are Social Media
support promotion
m Western Europe 69,23% 38,46% 57.69% 30,77% 38,46%
m Eastern Europe 88,89% 44.44% 55,56% 33,33% 22,22%
m North America 81,25% 75,00% 87,50% 18,75% 25,00%
Latin America 87,50% 50,00% 37,50% 62,50% 62,50%
m Middle-East 90,91% 63,64% 45,45% 27,27% 27,27%
m Asia 86,11% 66,67% 44.44% 36,11% 30,56%
m Oceania/Pacific 60,00% 60,00% 60,00% 60,00% 0,00%
m Africa 75,00% 25,00% 25,00% 50,00% 25,00%

Source: Cranfield, Vermeij, 2014. Survey of top 200 airlines worldwide, and survey of 200 passengers
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Apps: Low penetration

features per region

80,00%
L]
=
= 70,00%
‘m
=4 60,00%
o
E 50,00%
c
2 40,00%
o
T 30,00%
e
20,00%
. ] [ |
0,00% : I : II I II
Anmllqry A!rp{}n Entertainment .F:USh. Bagggge
promotion guidance notifications tracking
m Western Europe 23,08% 7,69% 34,62% 11,54% 11,54%
m Eastern Europe 11,11% 0,00% 0,00% 0,00% 11,11%
m North America 12,50% 43,75% 25,00% 25,00% 12,50%
Latin America 0,00% 0,00% 12,50% 25,00% 0,00%
m Middle-East 18,18% 0,00% 9,09% 0,00% 9,09%
m Asia 25,00% 22,22% 8,33% 8,33% 2,78%
m Oceania/Pacific 60,00% 60,00% 40,00% 40,00% 0,00%
m Africa 25,00% 0,00% 0,00% 0,00% 0,00%

Source: Cranfield, Vermeij, 2014. Survey of top 200 airlines worldwide, and survey of 200 passengers
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boarding manage bookings

Source: Cranfield, Vermeij, 2014. Survey of top 200 airlines worldwide, and survey of 200 passengers
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Alrline view of

investment 1n apps

Performance indicators for mobile investments

Customer ‘Lifetime value’
&g increase in loyalty, change in demographic

Muobile apps downloads, user satisfaction
& retention

Mobile self-service usage data
&.g. check-in, boarding

Ciost savings e.g. staff or equipment
Efficiency gain incl. staff re-deployment
New revenue generation

Increased ability to ‘personalize’ through direct
interaction or data gained via mobile

. Don't track . Below expectation .As expected .Ah:nri! e pectations

& 2014 AIRLINE IT TREMDS SURVEY | & SITA 2014






