IT - OPERATIONS

Plannin
for 1S

Y

growtn

ir traffic and airines are growing
again, with worldwide flights up 5% in May.
But both fuel costs and the economy remain
major risks.

Airines planning to rebuild networks or seek
new routes need to be cautious, smart and just
a bit lucky in this emvironrment. Routa planning
requires tools, science and expenence. And
camiers must ook for every edge they can find
when picking destinations.

IrteryISTAS Consulting Group works with
gmall airines and airports, chiefly in Europe and
Africa. For route planning, InterVISTAS uses
both Sabre tools and its own intemal madels
to analyse assumptions in greater detail.
Executive VP Barney Parrella says alrlines
genarally handled the recession very prudenthy.
"They did not dump capacity suddenty.”

So carriers are increasing capacity now just
a5 prudentty. They are looking to add seats only
whare these will most benefit networks and
utilise assets, “They ane picking their spots very
carafully,” Pamella notes. “They realise that they
da not have to serve all airports in a market to
penetrate that market.”

As a result, airports have been increasingly
aggressive in developing air services and have
to make strong cases to airlines for new or
renewed service. "They do nat want service
lzaking to another airport In the region.”

The standard package offered to carriers
includes discounts on charges and marketing
support. During the recession, some airports
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alzo agreed to guarantee a portion of airline
revenue In order to hold on to sanices, “You stil
sea some of that now, especially for the first
year of sendcs, which is riskiest,” Pamella says.
“But you will s=e less of it in the future because
airlines are not taking much risk if they pick
opportunities carefully. They have the luxury of
putting in senvices Incrermsantally.”

Parrella argues that airines are mistaken if
they lock only at past and curent traffic trends.
“They need to understand market upside.
Alrports can contribute to this discussion by
explaining new business development and
other economic data,”

Along with route plans, aircraft cholces have
also been complicated by uncertainty about fuel
prices. Fifty-seat regional jets retumed to favour
when fluel prices eased, but many are coming
to the end of their useful life and need
expensive refurbishrent to continue in senice,
These aircraft could be useless if fuel prices
climb much higher.

Carriers stll have plenty of choices in the 70-
to 120-seat range. “They will be very salective,
that i= not the problem. The tough choices are
in the 30- ta 50-ssat range. Fifty seats may be
too big for the market, but not big enough to
get unit costs down,” Parredla says.

BN CAUTIOUS APPROACH

Woebster O'Brien, VP of aviation consultancy
SHAE, says most carriers began 2010 with
cautious plans, reflecting the recession’s
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impact on travel demand. But he sees somea
considering growth now.

SHAE uses its own network planning model,
MNetWorks, &5 a tool when providing cansulting
senices to ailing planners. But the system can
also be purchased, as it was by British Ainvays.
MetWorks concentrates on  accurately
forecasting passenger flows, given quality of
service, price, hub strategies, branding and
other factors, “It Is partly art and partly science,”
O’ Brien emphasises. With low-fare models
evolving towards alliances and the use of local
hubs, sophisticated tools and expertise are
becoming maore nacessarny.

SHEE mostly works with major carriers, like
LAM Airlines and Egyptair, but it also supports
small and mid-gsized airlines, such as Virgin
America. lts planning consultants have worked
broadly throughout the industry, at American
Airines, Aeromexico, Cathay Pacific Alrways
and easy.et.

FBrien argues that this broad experience is
crucial in planning, as low-fare carriers adopt
practices common amaong major airlines and
form codeshare partnerships with majors, Very
few carriers today retain the tools, large staff
and experience ta do long-term planning well
on their own. “You have to get the calibration
right, and that is very difficult as aidines change,
and airport catchment areas change as well."

The tough puzzles are estimating market size
and the degree to which traffic can be
stimulated by new or different senvices. "It's nat






