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Airlines ditch simple model
for complexity

As New Year's resolutions go, EasyJet’s is risky. Since its inception, the airline has
embraced open seating, using the logic that competition for seats gets passengers
aboard more quickly, producing faster turnround times which in turn help squeeze in
more flights per aircraft.

But starting this spring, the low-cost carrier will begin a trial of assigned seating on
flights

EasyJet’s scrappier rival, Ryanair, already reserves its choicest seats — in the front
two rows and next to exits — for passengers willing to pay a surcharge. Ryanair
emphasises, however, that the practice does not prolong its 25-minute turnarounds. If
it did, reserved seating would be dropped, says Stephen MacNamara of Ryanair. “We
would not put those 25 minutes in jeopardy,” he adds.

EasyJet, based at Luton airport, also insists it will back away from reserved seating
should it damage turnaround times. Yet its trials underscore a wider trend across
commercial aviation — towards greater complexity.

While budget carriers creep towards the business models of traditional full-service
airlines by developing premium products, the flag carriers are adopting some of the
strategies employed by low-cost rivals, in particular by “unbundling” perks they once
Iumped into first-class or business-class fares. That means passengers reluctant to pay
for premium seats but keen to secure, say, free schedule changes or access to the first-
class lounge can create bespoke seat classes by buying an economy ticket and adding
the perks a la carte.

For their part, airports are mirroring their airline customers, infroducing premium
offerings for every step, from parking to check-in to security lines to border control.
Geoff van Klaveren at Deutsche Bank says: “Airlines want that because when they
ask people what they don't like about flying, it's not the time on the aeroplane, it's the
hassle in the airports they really hate.”

In some ways, greater complexity is a natural response to a slowdown in some parts
of the industry. Global passenger numbers have risen by about 5 per cent a year
during the past three decades, a trend that looks set to continue. Much of the growth,
however, will come from developing countries, meaning that operators in mature
markets need to work harder for returns. When they do, passengers should benefit,
in turn boosting investors’ fortunes. However, there are risks associated with added
complexity. Airlines have needed to invest in new selling strategies and parters,
to make sure that travel agents — especially those dealing with lucrative business
travellers —understand and consider unbundled ancillary services. “It does add a layer
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of complexity but as long as the cost of providing the ancillary product is outweighed
by the incremental revenue then I do think this strategy will be successful,” says
Mr van Klaveren.

EasyJet’s seating project has already cost a few million pounds, for investment in IT, but
analysts - while largely supportive - are more concerned about whether it might slow
turnround times.

Jason Steffen, an astrophysicist at the Fermi laboratories in the US, conducted a
number of experiments this year to investigate the factors that determine commercial
aircraft boarding times. He questions whether separating out travellers who are quick
and efficient — the business travellers, say - from those who need more time neces-
sarily improves operating efficiency. “Its like filling up a jar with rocks and sand. If
you put all the sand in first, you can’t it in the rocks. “In airports, if you put two slow
people next to each other, they might slow each other down, whereas a fast person in
their midst might speed them up,” Mr Steffen adds.

Source: Jacobs, R. (2012) Alines ditch simple model for complexity, FT.com, 10 January.
©The Financial Times Limited 2012. Al rights reserved.
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