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1970-94 101 A, Sl IRV
Playedia major role s Simplementations
_.>Virgin Atlantic Alrways 94-97 implemented flrst
~  RMS system & dept.
> Rejoined BA 1997 - 2002 RM

— 0O&D project, oneworld RM projects , Conferences,ARIG.
»-2002 M.D. of PR RM Ltd:
— SITA — Rl & RM Head consultant

ARG = Owner & Chalr (WWW arigroup.org)
tem supplier

=y

| M Consultlng
— Various RM Conferences.
=+ — Academia work — INSEAD, Gerona Uni.
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RIVI History

00's-"70's - Fasg control, gasic

; SV ERTOR I = — -
- Simple prici ngJNTh few fares n the market place. Focus
~ —oenspace-not yield, Reservations staff resourced.

Early 80s- “Basic Yield Control”- Improved
Inventory systems

26 selling classes inventory capability evolves.

leld focus through class hierarchy, deregulation &
new aggressive competition emerge!
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RM History,

ﬁ?lrly JUSIEIREVERUE l\/lﬁnac em’en"r

¥ Mid 90°s - Improved Revenue Management

Quantum leap in technology - POS introduced, Heuristic
bid price introduced , Codeshare abounds, more -
carriers enlisting R.M.

»-2000 — today
an»y airlines;have a RMS, some have O&D , RM &

act|ons
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Feod for thought !

~fr<l\/l SYyStEmsrare stilifoniy useatioy rlOO_r__J_A /ﬂ/) _

= “the World's 2000+ airlines!™ B
——;).R-evenueManagement typically delivers 3-8%

revenue gain, with >10% achieved at some
airlines.

— Though some still fail to realise the full benefits ! -

2> Most unsuccessful RM installations are due to:
— Unsupported business processes

rack of Senior Management Support

[ OrgenRISatena

ACK Of expertise rather than systemfailures !
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N2 SaREVERUENY Eana0EMERILY

HOATPIOCESS Of Maximising revemt OM——

e ———

. perishable products, through the mtegrated
- control of-'capacity and price.

In other words:-
— Selling the right product -
— To the right customer
— In the right place

B Atthei
Uum price

— Through the optimal distribution channel
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N2 SaREVERUENIENZ0EMENTE

“must-ave” for Mign=m>
orice- segmeTTtabIe PUSINEesses

e

> RM systems can now be bought “ off the shelf”,
DUt systems-integration, data-quality, and
DUSINESS-Process- iImprovement remain major
challenges

Other mdustrles have followed alrllnes hotel,
e —




Declining Yield over time
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iMRVESEEREE AN SINOIRCIIANEE

7R IVIEiy aifalifimes Wereralreany ===
~ trouble with lew profit margins, Costs no
- —~under.control.

> Low cost carriers had already built a strong
base of traffic prior to 9/11.

- Overcapacity in many markets — traditional
optimism cycle !

nomysand business sector already under

joccurred weakening

e f-..
i

»-Ongoing spiralling oil prices L of
) S usns A

OF WORLD TRADE CENTER
—_— : ST \



Tracllitlornzll czirrlaers Wae<riass

oAV Eeaks profit marginss L0 < ontargergress:
revenue turnevers, or none! =

= > Failure to respond to low cost carriers

guickly enough.

— Belief that product the key decision maker rather than
price.

> High distribution costs.
— Failed to maximise sales via the web, or by direct >

‘s'ales in sufficient volume B —

Wﬁm ribute i
— Complacency in controlling distribution costs

— High GDS costs/charges

'.,;«- . «-. Paul Rose Revenue Management Ltd



fzlellile )z

- Vany were had long estanli nefficient bad:

.. practices.

- Slow decision making processes

> Reactive rather than proactive

> Long, expensive IT projects

> Needless complexity in many. areas




ZAVIdRy eI eeiSCaiT ErSF OV EIREACIED 91 |
~ switching torlew-cost pricing policy, bu =
- Wwithoeut-necessarily addressing these Issues.

— Considering the lack of price fences which are essential
to a conventional RM system

— Considering lack of systems to support new.moedel
— Reduction in internal costs
— Reduction in distribution costs

ﬁﬁlly explomnﬁ Internet selllng GE?E@DI'[IE‘S‘"'—_

— Change management

-
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If the Wright brothers were alive today -
Wilbur would have to fire Orville to reduce

costs! -

— - =

—r‘“
Mirlines,

'‘USA Today," June 8, 1994.
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Asian lew, cost carniers & thelr countny. of erigin
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Asia PaC|f|c experlencmg phenomenal growth

g'obany Ne ed > 46 ~against 22 M'seats’
L in12002

— LCC seats Iin India from ~ 28,000 in '04 to > 1.1 mn in "06
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Asian LCC growth driven by intra-regional
SCoREIMyAcReMBERIISANGN

overall'regional travel industry
— Represent 12% of all seats, to reach 20% by 2010

> In India LCC’s represent 29% of market, to reach
70% by 2010

— Domestic market to double in'5 years, to reach 60 mn -
ﬂésenge_r's by 2010 B e —
- Saithrat th pending license

applications
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Asian LCC growth driven by intra-regional

SCORGmMVianReMiBERIIZalo)

ANEIS N SEANSFEIERT N s-aregional LCC

—y— | e =

-~ = ASEAN“free skies” agreement will be implemented in
2008

— Regional airports with new large budget terminals, e.g.
Bangkok Suvarnabhumi , Singapore and Kuala Lumpur

— Malaysia’s AirAsia already commands ever 50% of
domestic market

ﬁ;:_-g:hina; from 48 flights in 2005, to 2000 flights

5 i
ntinued strong influence and contrel fliem

Government, but further deregulation likely

B T %



S0 Igne . ' ) & \vour per

> \Worlcywicle ECC s fleiv/e i I ANSTZENMNESTTS

—vears. how AWericgwWiae

~.._cap aC|ty
- Alrlines must be aware of, and respond to
other carriers web based fares.
— Only channel for most low cost carriers.

— Most Low-cost carriers don’t file fares, and their cost
of sale Is very low.

ﬂ:'ares increasingly visible. ———
— jaresthhecomingincreasingly irrelevant. .

e — =

— Price Is the driver!
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Competitive Fare Information is Very
PoWerf|

Competitive Fare Information can answer
-~ _guestions such as:
IS my competitor’s price below or above my
price?

> What Is the impact when my competitor Is
below / above my price?

*)Does 110% product require / support a fare

-l

E
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Asian marketplace focus

—-r R

- —ﬂm-p-lememaﬁon VEersus Nh Amerlca and"
- Eurepe with-some exceptions e.g. CX, SQ.

- Slower to change distribution channels and
reduce dependency upon travel agencies and
consolidators.

»-Some mature markets slow to recognise
ontunities untll LCC’s did e.g. India -

om%ophlstlcatea

INg systems, nor are RM and Pricing depts
Integrated
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Asian marketplace focus

anrcarriers stiifiaveerganisarons =
, "TITTV‘En—bTSaigs rather than controlled by =
-~ Revenue-Management

> Many carriers do not have adequate controls
and measurement processes and mechanisms
In place.

> Still too much Government control or

‘;aéefferen-ce in certain markets, rather than, a E
‘s will drive the need to change!

P e

’f; T
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Critical Factors to succeed at RM

:ﬁ}—T-he cc-)r-r-ect-orgamsatlon
» The right communication channels in place
> The right systems for the airline’s business .

model
> Training, retraining and rewards in place for ,
lghrachievers in RM dept _____**-l
ight measures in place to monitor -

ormance, to drive ongoing improvement
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Summanry

), Y =2 NN oA N oY ‘r res 1 .o 2
L ow cost carrlers wWill fec
[tional" cariersrigithacks ===

) Traditional carriers will gain back market share,
- but atacost!
> Longhaul pricing will have to change too in
some markets! -

— In response to consumer reaction, orlonghaul low cost
competition

ing is the main driver now,not the.preduct..
GIMEN%% the key to

iuture revenue improvement
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