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Airlines leave IT on the runway

Turbulent is hardly strong enough a word to describe the recent fortunes of the aviation industry. Rising fuel prices hit profits; and then the credit crunch hit seat sales.

This year looks set to be little different as businesses cut travel budgets and consumers put off holiday plans. Investment in all airlines' activities will come under scrutiny, and IT is no exception.

"Some airlines have decided they want to move to a new IT platform, but not now," says Hans Jorgensen, vice-president for strategic airline and partner programmes at Amadeus, a specialist IT provider to the travel industry. "They can't spend the $100m to implement [new systems] right now. But it is not a question of if, but when they invest."

In fact, not all airlines are putting off technology plans. Carriers such as Lufthansa are mid-way through significant IT upgrades that are set to continue and even airlines that have yet to commit to significant spending might find that deferring projects is counter productive.

"The challenge for airlines is that they need to save money; IT can help them save money," suggests Francesco Violante, chief executive of SITA, the airline industry IT provider.

"Airlines also need to improve service, but have to balance that with appropriate technology, in order to avoid any disruptions. IT is now so pervasive in aviation, that any disruption could be very serious."

Many airlines invested heavily 20 to 30 years ago, with large centralised reservation systems and operations systems for flight management. But at some airlines, much of this largely mainframe-based technology has received little in the way of investment since.

In fact, industry sources say spending has fallen to the point where some carriers are doing less than they need to maintain their systems' abilities to handle the demands put on them.

As well as the need to absorb the rising costs of maintaining older systems, developments such as web-based ticketing have made IT infrastructures more complex. According to Mr Jorgensen, issuing an airline ticket now requires up to 300 transactions in a reservation system, against just 21, 15 years ago.

This is due in part to the choices on offer to passengers and the range of ticket prices used by airlines, but also because of their need to co-ordinate inventories and pricing across additional channels, including their own websites and those of online flight booking services.

In addition, the move to web-based bookings has vastly increased the number of "look before you buy" searches from would-be passengers - by no means all of which translate into ticket sales. "That has all driven up costs," Mr Jorgensen says. "And it is a fallacy to say that processing transactions through the internet is free of costs."

Against this, airlines can set the lower costs that come from IT-led developments such as self-service check-in and electronic tickets. But as such developments rely on widespread participation by competing airlines to operate successfully - a multi-airline itinerary may be necessary on one electronic ticket - they might not offer carriers much in the way of a competitive advantage.

Airlines can, though, drive both greater efficiencies and improve service levels by updating their IT platforms. Increases in computational power, for example, mean that the complex mathematical problems in crew and resource scheduling can be solved far more quickly now than a generation ago.

"Extremely powerful computers and advances in mathematical algorithms mean there is more computing power available than most airlines actually deploy," suggests Richard Clarke, partner at industry analysts Travel Technology Research.

In some cases, problems such as route or fare optimisation, which took two or three days to solve on older systems, can now be answered in just a few minutes. This, in turn, gives sales and marketing teams more flexibility in pricing, new products or promotions. "The challenge," says Mr Clarke, "is persuading the leadership of airlines that the technology will deliver these benefits."

One way the industry is doing so is by spreading the costs of new technology across several airlines, by moving towards common platforms, especially within the all-important airline alliances.

Star Alliance members Lufthansa and United Airlines are already co-ordinating their IT plans, with smaller Star members being encouraged to use the same platforms for reservations and departure control systems (DCS). Although rival alliance Oneworld does not have an official policy for IT platforms, several of its members, including British Airways and Qantas, use the same essential IT infrastructure for parts of their operations.

"The idea of the common IT platform is to serve customers better, to reduce the proportion of IT budgets that airlines are spending on maintenance of existing systems - currently almost 70 per cent - and to enable airlines to bring in new products more quickly," explains Aman Khan, vice-president for information technology at Star Alliance.

The model Star Alliance has adopted is based on an application hosted by Amadeus, where airlines pay per passenger for use of the technology, rather than building systems themselves.

None the less, Mr Khan concedes that integration costs and the complex nature of airline businesses mean IT will always be a long-term project. "The return on investment for this is not six months or a year; these are projects that cost hundreds of millions of dollars." Most airlines look to recoup their investment in large IT projects in three to seven years - a long time for IT, but a short time frame when set against investments in capital projects such as airport terminals, or new aircraft.

But not all measures need heavy technology investment; increasingly, IT executives in the airline industry are looking to off-the-shelf technologies that can help provide better service to passengers without the expense that comes with custom-built IT.

In particular, carriers are looking at industry-standard business intelligence and e-commerce tools to take up some of the workload, and to deliver projects more quickly.

"Better information flows is one area where we are pushing forward," says Jonas Berggren, director of production systems at Scandinavian Airlines (SAS). "You can't buy an airline operational control system off the shelf, but what we can do is look at getting the right information to the right person at the right time."

