EXAMPLES OF COMMON LEAKAGE ACROSS THE PIPELINE
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The Airline Revenue Pipeline
Revenue production within an airline
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Premium passenger focus
but uncompetitive schedule
due to base structure

Large investments in on-board amenities while basic product delivery (OTP, baggage, staff courtesy) is weak

In-flight product over-designed (and overly
expensive) for primary customer segments
(eg migrant labour traffic)

Premium passenger focus but stingy on
product attributes

Well-designed fare families
that can’t be sold on the
website

|

Inadequate staffing of call centres to
support call volumes generated by special

promotion

Significant focus on business customers, but no fare products designed to appeal to them

Strategy that focuses on ancillary revenue misaligned with loyalty programme that offers poor award ticket availability and limited redemption
options, undermining the programme’s appeal to potential co-branded card partners

may prefer a cross-functional team that reports
to the chief executive. This team should pro-
duce and analyse Pipeline performance
reports, serve as coaches and champions of
Pipeline integrity, and rove across the Pipe-
line fixing leaky sections and misalignments.
Many airline executives believe their car-
rier isn’t leaking much revenue. To these scep-
tics, we suggest conducting a Pipeline diag-
nostic anyway. Assign your best commercial
staff for three months to the project, and see
what happens. The opportunity to match or
surpass the bottom-line impact of cost-saving
initiatives should be a big enticement. B

Blair Pomeroy is a partner
at consultancy Oliver
Wyman, based in Zurich.
Email: blair.pomeroy@
oliverwyman.com

Scot Hornick is a partner
¥ at consultancy Oliver
Wyman, based in Chicago.
\ Email: scot.hornick@
i oliverwyman.com

b
A4 O

PLUGGING LEAKS AT
QATAR AIRWAYS

By 2006, Qatar Airways had grown from regional
flier to global network carrier. Its top-line rev-
enue growth and five-star rating (Skytrax) were
impressive. Still, Qatar chief executive Akbar Al
Baker believed his airline was leaking significant
amounts of revenue. A series of short diagnostic
exercises confirmed his hunches.

Over the next two years, the airline embarked
on a broad performance-improvement effort in
virtually every section of its Pipeline. In Network,
Fleet Planning and Scheduling, Qatar restruc-
tured its Doha hub, modified cabin configura-
tion, and increased aircraft utilisation. In
Revenue Management, it redesigned core proc-
esses such as waitlist management; realigned
booking classes; formalised pricing policies and
established branded fare products; improved
demand forecasting; introduced a new revenue
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integrity system; and deployed a world-class
0&D Revenue Management system.

In Sales & Distribution, the carrier introduced
a new booking engine; launched e-ticketing;
dramatically expanded fare filings; adjusted
commission levels throughout the network;
and renegotiated GDS and hosting contracts.
In Product Delivery, it redesigned its on-time
performance processes, while in Loyalty and
Customer Relationship Management, Qatar
re-launched the Privilege Club frequent flyer
programme. Finally, in Cargo Revenue
Management and Sales & Distribution, the
airline introduced new pricing structures;
redesigned core pricing, space allocation and
booking acceptance processes; and launched
new sales force effectiveness processes.

These changes were neither cheap nor easy,
but the results clearly justified the effort.
Because quick wins were front-loaded, revenue
gains became apparent within a few months.
By the end of the first year, Qatar’s unit revenue
was surging, even as capacity growth stayed
above 30% - a feat rarely achieved anywhere.





