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Leveraging a la carte pricing

across all sales channels

Airline

a la carte pricing Conference

Ancillary Services

Robert Buckman

Director, Airline Distribution Strategy

Amadeus

Miami, May 12, 2009



©
 2

0
0

9
 A

m
a

d
e

u
s
 I
T

 G
ro

u
p

 S
A

 

2

Todayôs Focus

An airline industry in crisis

Ancillary revenue potential

Leveraging a la carte pricing
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Airline industry in crisis
The Perfect Storm

Exchange rate 

$ / ú/ £

Weakening 

demand

Oil 

Price 

moves

Û Different to most 

recessions faced in the 

past

Û The Perfect Storm 

occurs when several 

events occur 

simultaneously that 

individually would be 

less powerful

Credit 

crunch

Global Health 

Crisis
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Airline industry in crisis
Declines in premium traffic & load factorsé

Passenger traffic growth per ticket type

(Nov 06 ïJan 09)

Passenger traffic growth per ticket type

(Nov 06 ïJan 09)

Full Service Carrier focus

Source: IATA

Loadfactor and LF development
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Yield growth 

ICAO  until 2007, IATA forecasts 2008-09
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Airline industry in crisis 
Airline yield is continuing to drop in 2009

Source: IATA
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Ryanair

Easyjet

Air Berlin

Germanwings

Air France/ KLM

Lufthansa/ Swiss

British Airways

Sources: airline websites; US & European data only for domestic traffic

USA

Europe

Monthly traffic growth (year over year)

Monthly traffic growth (year over year)

Airline industry in crisis
LCCôs also starting to suffer traffic drop
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Todayôs Focus

An airline industry in crisis

Ancillary revenue potential

Leveraging a la carte pricing
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Ancillary revenue potential
LCCs increasingly dependent on ancillary revenue

Ryanair

Û Ancillary revenues 
account for an 
increasing portion of 
total revenue

Source: Centre for Asia Pacific Aviation & Ryanair

Q4 2007 Q4 2008

easyJet

Û Baggage policy set in 2008 

has boosted easyJet 

ancillary services 

Source: Centre for Asia Pacific Aviation & Easyjet

Ryanair ïgrowth of ancillary revenue as share of total revenue

easyJet ïgrowth of ancillary revenue as share of total revenue



©
 2

0
0

9
 A

m
a

d
e

u
s
 I
T

 G
ro

u
p

 S
A

 

9

Ancillary revenue potential
Can ancillary revenue offset decreasing fares?

Û Expected to grow to 10% of airline revenue in 2013 i.e.. $7.3 Billion

Û Highly dependent on technology to ensure that  they can be sold and 

tracked through all channels and throughout the sales process 

Û Still in development mode as providers test out model variations: 
Û To identify what works best for each and differentiate themselves from the rest

Û Travel buyers reactions

Source: Airbus, Ideaworks (all data 2008)
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Todayôs Focus

An airline industry in crisis

Airline Ancillary Services revenue potential

Leveraging a la carte pricing
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Airline

ÅRes, A/CTO, Web

ÅAlliance Partners

ÅCodeshare

Travel Agency

ÅWorldwide

OTAôs

ÅExpedia

ÅOpodo

ÅTravelocity

ÅLastminute, etc.

Metasearch

ÅKayak

ÅFarecast

ÅTravelzoo, etc.

Multi-channel Distribution

Post Sale
Mid & Back Office

Integration

Refund & Reissue

Integration

Departure Control

Integration

Sale
2 Methods

ÅUnbundled ïA la carte services

- Add on & Remove

ÅBundled ïPackaged services

3 levels of integration

ÅAfter flight booking & pricing

ÅAfter Ticketing

ÅSearch & select by service or 

attribute 

Standalone

ÅRequires no flight association 

Document Issuance

Standard

EMD

Interim

ÅMCO/vMCO

ÅSSR

ÅDirect

Leveraging a la carte pricing
A complex & strategic challenge 

Pre Sale
Filing Management

ÅATPCo OC

Flight Related, Special Services., Rule Busters, Merchandise 

ÅAirline Direct (Web Services / XMLAPI)

Inventory Management

ÅQuota based

ÅFree sell
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Leveraging a la carte pricing
Multi-channel distribution

Airlines Facing Key Decisions

Multi-Channel Distribution:

Airline Direct

or

Industry Standards
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Leveraging a la carte pricing
Multi-channel distribution

Û Airline Direct Connect 
ÛAirlines building technical infrastructure / hosted services:

Û Web Services/ XML API for GDS & Pricing System connectivity to 
Ancillary Services Engine 

Û Web Services/ XML API for GDS & Pricing System connectivity to 
airline Web Site

Û Inventory, pricing and rules & eligibility maintained by airline

Û GDS & Pricing Systems supporting Industry Standards
ÛGDS & Pricing Systems compatibility with defined standards for 

pricing and shopping ancillary services

ÛGDS & Pricing Systems supporting various sources of ancillary 
rules & pricing

Û Internal Ancillary Pricing Engine ïdirect file

Û ATPCo Optional Services (OC)
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GDS / CRS 

Pricing Engine

GDS /  CRS

Pricing Engine

GDS /  CRS

Pricing Engine

GDS /  CRS

Pricing Engine

GDS /  CRS

Pricing Engine

GDS/CRS/Pricing Systems

Airline

Airline

Airline

Airline

Airline

Airline

Airline

Airline
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Leveraging a la carte pricing
Airline Direct Connect - Illustration
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Leveraging a la carte pricing
Airline Direct Connect - Ancillary services & modern 

complex shopping

Û Airfare search is growing in 

complexity

Û Low fare to Best fare search

Û Calendar search

Û Award/redemption search

Û ñCrazyò or Affinity shopping

Û Heavy look-to-book ratios

Û 1/2000 online vs. 1/12 offline

Û Convergence of online 

shopping applications with 

the offline channel

Û Exponential increase in 

transactions

How will ancillary services integrate?
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Leveraging A La Carte Pricing
Airline Direct Connect ïContext: Impact on transactions

Speed

Faster Response

Fit

Better Match

Exhaustiveness

More Choices AVL PriceCaching

No need for cache

Standard Shopping

10-20

1 O&D/1 date

1/a few sec

Amadeus Value Pricer - LFS
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Leveraging A La Carte Pricing
Airline Direct Connect ïContext: Impact on transactions

Speed

Faster Response

Fit

Better Match

Exhaustiveness

More Choices AVL PriceCaching

Advanced Shopping

200-400

Multi O&D/

Multi date

1/a few sec

Amadeus Master Pricer Calendar
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Leveraging A La Carte Pricing
Airline Direct Connect ïContext: Impact on transactions

Speed

Faster Response

Fit

Better Match

Exhaustiveness

More Choices AVL PriceCaching

Extreme Shopping

Millions - Billions

Crazy

Shopping

<20ms

Extreme Search (e.g. by budget)

Affinity, Geography & Much More!
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Leveraging A La Carte Pricing
Airline Direct Connect

Integration of Ancillary Services

Must Adapt

to current and future demands of 

shopping applications
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Û Key Concerns

Û Scalability

Û Support transaction volumes from modern search applications

Û Including peak periods

Û Support future interline & codeshare programs

Û Response time

Û Accuracy and reach of data

Û Ability to support regulatory requirements (local and global)

Û Integration with indirect channel rules engines

Û corporate ïtravel agency ïOTAôs

Û Operational integration in end-to-end Travel Agency workflow

Û Shopping and pricing

Û Refund and reissue, etc.

Leveraging A La Carte Pricing
Airline Direct Connect
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Leveraging a la carte pricing
Industry Standards

Industry Standards

Û ATPCo ïOptional Services

Û OC Fees: OC is the two-letter 
code assigned to support 
Optional Services

Û EMD: Electronic Miscellaneous 
Document

Û ASVC: IATA generic messages 
through all GDS

Ancillary Services Examples
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Leveraging a la carte pricing
Industry Standards Illustration

Airline

Airline

Airline

Airline

Airline

Airline

Airline

Airline

ATPCo

OC

GDS / CRS 

Pricing Engine

GDS /  CRS

Pricing Engine

GDS /  CRS

Pricing Engine

GDS /  CRS

Pricing Engine

GDS /  CRS

Pricing Engine
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GDS/CRS/Pricing Systems Airlines
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Airline Custom?

ATPCo

design

ATPCo

Fare Manager

GDS

XML Data Upload

ÛLooking for cost efficiency?

ÛSave cost of developing your own 
engine

ÛCapitalize on the community 
integration in the reservation 
platforms

ÛFocus your investments on 
differentiation

ÛLooking for innovation?

ÛStandards provide the means for 
innovation to flourish

GDS

TAs

OLTAs

AllianceStandard

Pricing

Alliance

Airline

GDS Direct

ÛLooking for Differentiation? 

ÛUse ATPCo ñairline defined 
subcodesò for differentiating 
content

ÛGDS & Pricing Systems innovation 
in merchandising

Pricing

Shopping

Catalogue

Ancillary 
Services

Corrective 
data

Airline 

WEB

Airline

ATO

CTO

Leveraging A La Carte Pricing
Industry Standards


