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BOOKING AND DISTRIBUTION

Distribution
finds flexibility

Henry Canaday reports on
the flexible distribution
choices available to
airlines as they seek to
maximise sales.

and functionality

ow-fare carmiers continue to adapt
their sales channels to save costs, extend
reach, tap richer markets and add extra
revanue. Some are keeping distribution
yery simple, at least whan they are starting out,
Chthers are taking on complexity in partneding
with GDSs, other arlines and firms that add
ancillary products.

Many LFAs want to link with travel
agents and interdine with major carriers. Both
airms have major technology implications,
according to SITA low-cost solistions manager
Lamy McGhee,

LFAs usually wart to remain ticketiess on
their cwn routes, using e-tickets only when
necessary for interfining and codeshares. But
this hybrid distribution strategy, parthy using
GDSs, can challenge pricing and revenus
management. "Mary LPAs sell their own fares,
without a fare system capable of connecting 1o
GDSs for pricing and fares.” McGhes obsarves,
"And they cannot isolate the business traveller”™
Effactive hybrid distribution requires revenue
managers to spot business travellars.

Some agents hold space for business
travellers. “LFis, used to payment at booking,

are not prepared for that
bohaviour. They could lose
significantly,” McGhee
says. And low-fare camiers
must open certain fares
onty to certain markets or
channels, which many
cannot do yat,

The potential gains of

; S :

have persuaded even

Eiectronle ticketing lets an alriine remaln
hosted to its reservations system while taking
advantage of electronic ticketing

functionality, says Sabre.

One impediment to agent sales, delay in
payment, has been solvad with ATA-standard
electronic payrments, allowing payment at the
time of booking. But managers at smial aifines
ane often urfamiliar with agant connections and
interfining. They wormy about "breaking up their
miodal”, McGhee says. “They do not want
o be guinea pigs and foot the bill for all of

the development.”

LOW-FARE & AEGIONAL ATRLINES * NOVEMBER 2008 = VOLUME 25 NUMBER 9

ultra-consarvative Southwest Aiines to link up
with WestJat and several Mexican camers. But
codecharing raises even more challenges, in
revenue management and actounting,
departure control and reservations, already
sobved by major camers but new 1o LRAs.

SITA tools can implement codesharing in
about an hour, as long as an airine is
connected to its new partner and both use
e-tickets. The same process with simple LFA
syslerns might take months, for discussions,
definition of requirenents, coding and testing,
according to McGhee.

Codeshare partners usually want to
recognise each other's lovalty travellers, and
they must find ways 1o settle payments. LFAs
prefer direct settlemant with legacy airfines,
but majors prefer IATA-standard clearance.
“Thery will dao direct settfements if the LFA is
yory impartant, but that gets messy if there
are many separate agreements.” MocGhes
predicts that LEAs will eventually negotiate
standardised sattlements.

To sall tickets for major partners, LPAs must
have access to majors' fares, which most do
nat. One LRA distribution manager says he can
manually handle the problem for five to 10
partner flights, but manual methods are

unwieldy for more fights.

Em SELLING MORE SEATS
Because all of these chellenges have bean
sobved for major camars, MoGhes recommends
that even agrowing LFAs leok to the future and
adopt full-featured distribution applications.
Other providers are also offering much mone
flendble systerns. WoddTicket's Sell-More-Seats
aims to give smaller aidines, both LFAs and -
service regionals, the same access to GDSs
and e-tickets that much larger camars enjoy.
GEO Lasse Meilsoe says his solution works
best for aidines with fewer than one million
annual passengers, although it can serve
camiers with up to five millon.
Sell-More-Seats is new technology and
highly configurable. Meilsoe says it is therefore
mich quicker and less expensive to implement
than some competing solutions, with no up-
front investment needed. Users pay only
meonthly fees plus charges for bookings. And



intariining have cven pe

Sell-More-Seats offers e-tickets in a 100%
web-based systemn that is a thin-client
application, rather than a website that must
reload pages,

Romarnia's Blue Air, Atlantic Airines in
Honduras and Danish Alr Transport are just a
few of tha 25 camers already usng Sell-Maore-
Seate. Fowr formery ticketkess aidines, including
Blue Air, used it to convert to e-tickets, and
three regionals use it to intedine e-fickets. The
aystem zells ancillary preducis such as
insurance and hotels, and WorldTicket is
working on enabling it to charge entra for
special seating.

WorldTicket offers another advantage to
small airfines. GOSs can take awhis to fink up
with small carriers, but Meilsoe's firm has
partnered with Amadeus, resanving siots for
connecting five to saven Sell-More-Seats users
to the GDS sach quarter,

Mavitaire goes live at Azul Braziijan Ailines
and Avianova during this quartes, and the LEA
specialist has signed up two more Asian
custemers. Mavitaire is migrating current
customers to enhanced versions of its tools.
About 20 airlines use MNew Skies for
resanvations, and Navitaire has launched MNew
Skies 2, “a huge leap forward in the distribiution
function”, according to Rashmin Sink, leader of
reservations and passenger services. Half of
Mew Skies users are on version 2 now, and the
rest are expected lo switch.

Carriers are upgrading for several reasons.
Westlel is chiefly seeking broader connections,
whereas Spirt wans to reap ancillary revenue.
“Fees are getting interesting, in terms of both
how and whare airlines charge themn,” Sink
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WorldTicket's
schematic of the
market system
structire,

obsarves. “They want to tafior how they chame
them.” Other carriers focus on corporate
traveliars or adding loyalty programmes.

Ancillary cpportunities confinue to expand,
Airines that have touring affistes, ke Monarch,
look for internal synergies in adding exira
revenue. Independent cariers are more
cautiouws, seeking simplicity and quick ratums
in ancillary sales,

LFAs are alzo connecting direetly to GDSs
through application programming interfaces
(APIs). Thesa give travel agents real-time,
mteractive access to camer mventory, fares and
additional fees. "Therz is no middleman
ohved, and GDSs e to see fares and al fees
bundled togather” Sink notes. Travel agents
also want to see all fees, for baggage and
payment methods, when booking.

B STAYING TICKETLESS
Ticketlass, a-tickats, interdining and codesharing
are available on New Skies 2. Next, Navitaire
will roll out its new departure control systam
{DCS) in earty 2009, The new DS will estabfish
a retall and guest-recognition environment for
check-in agents. In late 2009, it should also
work for airport staff, such as ground handlers,
who ane important at many LA destinations.
Tranzavia becamea the third airline to use an
AP to connect directly with Amadeus. This
Ticketiess Access program gives LRAs that are
ticketiess all the funclions they nead, according
to Jasper Soderstnim, head of Amadeus's low-
cost carier busness unil. *If the aidine needs
to modity bookings, sell ancillary products or
charge exdra for speedy boarding, like easy.Jet,
wia supply that.”
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Ticketless camiers can therefore sall theair
website products thmugh the GDS. Non-airine
producis fika hatels and car rentale can still ba
handled by travel agents. Ticketless Access
helps LFAs that want to stay ticketless and
avoid pushing out information, which has been
espedially mmportant to LFAs that use Navitame's
Mew Skies.

Under Ticketless Access, ailines file
schiedules with the Official Aidine Guide (DAG),
Amadeus gets fares, fees and availability
directly from the camier via APL

Developing APls to do this for each customer
has taken substantial time. Amadeus is
developing a standardised Ticketiess Access,
which tefls airlines how to code software, and
which Soderstrim predicts will be much
cuicker and easiar. He hopes at keast ona camier
will use it by tha end of 2008. Then Amadeus
can install Ticketiess Acrcess with several airines
simultaneously and make it economical for
smaller camers.

Amadeus is also enhancing Ticketless
Access so that agents can search for the
lowest available fare on each route. Direct
searches for availability have put stress on
airline systems; Amadeus is testing ways 1o
saarch more practically.

Ticketless LFAs can now do cne-way
agrearments under which their major partner (or
partners) salls standand e-tickets, and passes
these to the LRA. For an LFA to sall fraved on the
partner’s flights, it is necessary 1o combina
fickatiess and e-ticket systems, which is more
difficult than the one-way approach, espacially
when senace = nterrupted or boolangs change.
Armadeys and other G0Ss are working on an
intagrated salLtion to this challenga.

Radio continues fo expand connections to
GDSs to support hybnd LFAs, according
{0 CEC Aon Pen. The systern i now live at —

LOW-FARE & REGIONAL AIRLINES * NOVEMBEHR 2008 » VOLUME 25 NUMBER 9

Feature




BOOKING AND DISTRIBUTION

REJECTING ONLY THE BAD RISKS

Transawvia and online UK travel agent Costlet have joined the Ethoca
network of more than 50 firms that are attemipling to cut out fraud,

Bivs OpenSkies, and has besn selected by Bahiain Air, Spirt of Manila
Airines and Mongolia's Eznis Alrways.

Radix supports interlined e-tickets for a canier’s codeshare partners
and will eveniually support e-tickets on all GDSs. Pen expects to
announce connections to e-ticket hubs, probably two, in the near fulure,

But Badic is also enhancing options for bypassing GDSs. More than
100,000 travel agents now connect directly to Radiok, and this non-
tracktional channed saves coste and expedites cash payment. Radbor can
aiso accept different payments for one purchase. "We can accept any
combination of payments — in any form and from any sources —and are
somewhat unigue in that,” Pen notes.

Some camers include extra online booking fees  in India, for sxample.
Blut this practice is not allowed in other markets where all transport costs
must be bundled in displayed fares. The EU will require
foes, charges, surchames and taxes to be displayed on offered fares.

The next step is maximising transport revenue plus net anciliary
revenue per seat. Per has some ideas on how this can be done, but
it is still important that ancillery efforts do not disrupt bookings and loss

SHEPHARD’S MAGAZINE AND HANDBOOK
PORTFOLIO IN ELECTRONIC FORMAT

NOW AVAILABLE - WITH AEROSPACE-INDEX.COM

white minimising the rejection of creditworthy customers. Two top-
ten global camers are expected to join Ethoca soon, according fo
CEQ Andre Edelbrock. Bthoca started recruiting members about 18
menths ago, in the gaming and retall sectors, and now does about
two-thirds of its business in the UK, with ene-third in the US. itis
entening the travel sector aggressively, slarting with airfines.

Ethoca members share information on customers they have
reiected and accepted. This enables Ethoca to score each potential
purchaser from O to 1,000 as a credit risk and supply a
recommendation to accapt or reject a booking acconding to sach
arine's own, specified critera.

Fraud acoounts for 0.25%6-1.00% of many merchants” puchases;
Edelbmck estimates. But if menchants set fraud eriteria too tight,
they can lose a much bigger slice of business, an especially
important consideration for today’s hand-pressed arines. So Ethoca
uses all of the information available from its members to rate
each nak.

Members can pass sach new booking to Ethoca instantly, or in
hourty or daily batches, getting scores and ecommendations
instantly in return, The senvice is curmently provided for a monthily fes,
depending on the size of the aifine and the number of transactions.
Ethoca may move to a monthly fes, plus a per-transaction charge,
in the future. The basic model i= like a credit bursau, with pariicipants
sharing information to maks the smartest possible choices about
which customers to trust, and which to be wary of.

airfare sales. Radixxs intemet booking engine is very simpks, 1o minimise
these losses.

Other vendors are alzo looking to maximise revenue. Sabre has
launched Customer Sales and Service (CSS) to enhance revenue in
avery channel. Midwest Aifines will use G55 to chamge extra for wider,
two-by-two seating and configure aircraft to scoormmodate demand for
this product. “Airlines are getting more complex,” summanses Kyle
Moore, VP for product marketing at Sabre. “Even steadfast LFAs ars
being driven to more complax business models.”

== THE ULTIMATE GOAL

SabreSonic CSS helps camiers to charge more for better seats and
travel throughout the trip, in scheduling, configuring aircraft, fulfilment
and accounting. By October, Midwest Aifines was configuring seating
for the premium seats actually sold. Sabre is discussing CSS with a
large North Amernican carrier, and it will offer the new service to all
airines hosted by Sabre,

Moo says madmising all revenue, ip plus ancillaries, is the ulimats
goal. But carriers cannot yet do this kind of integrated revenue
management. “They are staring expenments, ke charging a different
price for premium seats on longer flights. We want to help camers to
manage non-fares like they manage fares.”

Moore expects airiines to continue experimenting with business
models, new products and sales methods. “You might offer an
inexpensive fare from Mew York to Los Angeles with advanced seat
selaction and two bags for check-in, and then throw in lounge access
in Los Angeles.” And tocks will advance simultaneously, making it easy
for custornens to choose and for aifines to manage this complexity. B
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