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Piotr Kozlowski - CV

Aviation Marketing

Place of birth: Krakow 1985
Nationality: Polish
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EDUCATION

= Jagiellonian University in Krakow, Master Degree, Business Management (spec. tourism management)
= International University of Applied Sciences Bad Honnef — Bonn, Certificate, Aviation Management
= |[ATA, Certificate, Airline Revenue Management

PROFESSIONAL EXPERIENCE

= Comarch SA, Krakow, Poland — Consulting Director, Airline/Travel Loyalty Solutions, EMEA & Asia Pacific
= Comarch SA, Krakow, Poland — Business Solution Management, Loyalty & Marketing Solutions

» Biala Airport Sp. z 0.0., Warsaw, Poland — Director Business Development

» Lufthansa Consulting GmbH, Frankfurt/Main, Germany — Business Development Manager Europe

» Lufthansa Consulting GmbH, Frankfurt/Main, Germany — Associate Consultant

» Lufthansa Consulting GmbH, Cologne, Germany — Freelancer 2
= The Wisla Ski School NARTUS, Wisla, Poland — Ski instructor
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Aviation Marketing

* Written

10 — 15 open questions

* based on lectures only

» over 50% of points to pass
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Piotr Kozlowski — contact details

Aviation Marketing

CONSULTATIONS After every lecture
E-MAIL pkozlowski@wsiz.rzeszow.pl
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Course limitation

Aviation Marketing

Aviation marketing course will be limeted few aspects of
aviation:

- Focus on airline marketing

- Focus on passenger transportation

- Focus on qualitive aspects of marketing

- Focus on airport marketing

5
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Aviation Marketing course - content

Aviation Marketing

1. Introduction to aviation marketing

2. Customer

3. Product

4, Marketing strategies and airline alliances
5. Customer loyalty and FFP

6. Distribution and E-commerce

7. Airport marketing
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Aviation — services industry

Aviation Marketing

Intangible

Human touch

Perishables
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Shift of company principles

Aviation Marketing

PAST

e ————

Focus on maximising productivity Focus on customer satisfaction
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What is marketing... customer focus

Aviation Marketing
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Sales concept vs. marketing concept

Aviation Marketing

Starting point Objective Activities

Result

Company Products Sales and
promotion

Profits as
result of
sales volume

Target Customers Integrated
market needs marketing

Profits as
result customer
satisfaction

Source: Kotler, Marketing, Rebis, Warszawa 2004
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Two faces of marketing...

Aviation Marketing

Qualitive Quantitive
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Marketing process

Aviation Marketing

o Develop
men iv
Gather market Segment SldEEILS and
. : your and .
information . implement
market strategies
plans

/Review ah
&mprove/

Source: Kotler, Marketing, Rebis, Warszawa 2004 14
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Simple marketing system

Aviation Marketing

communications

goods and services

Industry Market
(suppliers) money (customers)

information

Source: Kotler, Marketing, Rebis, Warszawa 2004 15
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What is the market in aviation...

Aviation Marketing
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Market dimensions

Aviation Marketing

= Market - total number of travellers (region / country /
airport level

= Market potential travellers

= Market: domestic / international

= Market: mode split up

= Market: O&D

= Market: major market segments (purpose of travel
= Market: premium/economy

17
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Marketing definition

Aviation Marketing

Marketing is the process of planning and realization of
Ideas, setting prices, promotion and distribution of ideas,
goods and service that creates exchange that fulfills the
objectives of company and individuals.

Source: Kotler, Marketing, Rebis, Warszawa 2004
18
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Aviation Marketing

Esteem
Meeds
Self-esteem
Recognition
Status

Social Needs
Sense of belonging
Love

Safety Needs

Security
Protection

Physiological Needs
Hunger
Thirst

Source: thestamp.umd.edu/GH/basic_needs/index.html 19
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Airline marketing mix

Aviation Marketing

Marketing Mix
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Marketing

Aviation Marketing

Marketing = Market Oriented Management

Marketing in conjunction with aviation can
be defined as a customer oriented aviation
management

Source: Stephan Strobl ’

Piotr Kozlowski University of Information Technology and Management in Rzeszow @



Aviation Marketing

Aviation Marketing

Decision and activities of custome-oriented
management are concentrated on target
groups inside and outside of a company.

Internal External
marketing marketing

Source: Dr. Stefan Strobl, Airline Management course, presentation
22
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Marketing management

Aviation Marketing

Marketing management can be defined as the art and
methodology of selecting target markets, acquisition,
retention and expansion of customer groups, trough
creation of better value, delivering it to the customer.

Source: Kotler, Marketing, Rebis, Warszawa 2004
23
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Customer focus

Mrsiatinn NMarlkratinn

Perfo

dIce

Custorer

Custome

Custormer

rofitability

Behavior

atisfaction

Customer Focus

Organizaion  Communicaion Infarmation

Source: www.customermarketing.com/html/whatisit.htm
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What do we sell to the customer... Flight???

Aviation Marketing

= Emotions
= Opportunities
= Memories

27
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Customer value

Aviation Marketing

Customer
value

28

Piotr Kozlowski University of Information Technology and Management in Rzeszow @



Determinants of customer value

Aviation Marketing

Customer value

Product value
Service value
Personel value

Image value

Source: Kotler, Marketing, Rebis, Warszawa 2004

Financial cost
Time cost
Energy cost

Psychological cost

29
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Decision making process (typical)

Aviation Marketing

Compare
Shortlist brochures — Make
destinations select best bookings
itinerary

Decide time and
costs
parameters

Source: IATA

31
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Consumer vs. customer

Aviation Marketing

Consumer Customer

e —— e ——
Consumers are the people, who are Customer is defined as a decision
using the service or product. With maker.

regard to aviation, consumers are
passengers on board.

32
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Roles in the decision making process

Aviation Marketing

Specifier — the person or the group of people, who decide to pick a particular
company to deliver a product. Decision maker.

User — the person or who use or consume service

Influencer — the person or group that influences or approves the purchase. A
travel agent or company contraller, for example.

Source: IATA
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Classification of behavioral types of customers

Aviation Marketing

= Cold prospect

= Warm prospect

= First-time customer
= Repeat customer

= Regular customer
= Loyal customer

= Advocate

Source: IATA
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Market segment

Aviation Marketing

Market segment — is a group of Customers
who have suffient in common that they form a

viable basis for a product/price/promotion
combination.

35
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Market segmentation

Aviation Marketing

Market segmentation — process of dividing
customer into smaller, relatively homogeanous
groups that are distinct from each another.

36
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Market segmentation process

Aviation Marketing

Segmentation based on needs

Segments identification

Segments atractiveness

Segments profitability

Segments positioning

Segment scenarios

Marketing mix strategy

Source: Kotler, Marketing, Rebis, Warszawa 2004 37
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Key mistakes in segmentation

process

Aviation Marketing

Over-segmentation

mentation

Under-segmentation

38

Piotr Kozlowski University of Information Technology and Management in Rzeszow @



Airline market segments

Aviation Marketing

Business Travel Holiday Travel

Concerns to Candy Canes: Holiday travel can now be feared less. GE technologies are helping to
keep travelers—and their luggage—safe and on schedule this holiday season.

39
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Business Travel

Aviation Marketing

Convinient timing

High requency

Business class, comfortable seats
Higher crew qualification
Sophisticated IFE

Relatively low price sensivity

Books relatively late in the booking process

40
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Holiday Travel

Aviation Marketing

Elastic on price changes

Early booking

Flexibility in planning

Usually economy class

Low yield passenger

41
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VER (Visiting Friends and Relatives)

Aviation Marketing

42

Piotr Kozlowski University of Information Technology and Management in Rzeszow



Shortcomings of traditional segmentation

Aviation Marketing

= Over-generalization

= Ommission of key information about
customer

= Fallure to see customer as an
indivudual

Source: IATA
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Segmentation criteria

Aviation Marketing

= Value

= Motivation

= Travel Pattern

= Buying pattern

= Needs and wants
= Satisfaction

= Influence

= Demographics

Source: IATA
44
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Market segments — master list

Aviation Marketing

Business travellers (sponsored by
third party)

Other travellers (sponsored by third
party)

Leisure travellers (paying theirself)

Other travellers (paying theirself)

Source: IATA
45
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Corporate business travellers

Aviation Marketing
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Individual business traveller

Aviation Marketing
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Events conventions

Aviation Marketing
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Incentive groups

Aviation Marketing
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Ship crews / oil platform workers

Aviation Marketing

50
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Labor traffic

Aviation Marketing
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Government workers

Aviation Marketing
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Teachers

Aviation Marketing
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Military

Aviation Marketing
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Group vacation makers

Aviation Marketing
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Individual vacation makers

Aviation Marketing
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Citi-breaks

Aviation Marketing

GREAT DEALS ON FLIGHT AND
HOTEL PACKAGES!
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Sport travel

Aviation Marketing

58

Y
£

Piotr Kozlowski University of Information Technology and Management in Rzeszow



Stag/hen parties

Aviation Marketing

Night club
Erotic show
Restaurant

59
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Students

Aviation Marketing
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Immigrants

Aviation Marketing
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Aviation Marketing

Piotr Kozlowski University of Information Technology and Management in Rzeszow



Religious traveller

Aviation Marketing
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Target segments

Aviation Marketing

M1 M2 R3 M1 M2 M3 M1 M2 M3
P1 P1 . P1
- @ - @ T Y Y
P3 P3 ‘ P3

M1 M2 M3

ML M2 M3
@ & X X
= @ - @ @ @
@ & X X _

Source: Kotler, Marketing, Rebis, Warszawa 2004 64
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Market segmentation vs. Target Segmentation

Aviation Marketing

Market segmentation Target segmentation

Process of
selection priority
markets to focus
on

Process of dividing market
into smaller more meaningful
groups

65
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Market segments ranking — three
dimensions

Aviation Marketing

Attraction

Peformance 66
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Aviation Marketing

Strenghts Weaknesses

Opportunities Threats

67
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Different purposes for travel

Aviation Marketing

Monday - Friday
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Aviation Marketing

Needs of different travellers
e

1. Safety 1. Safety 1. Safety

2. Punctuality 2. Comfort 2. Price

3. Convenience 3. Punctuality 3. Culture comfort

4. Price 4. Convenience 4. IFE

5. Comfort 5. IFE 5. Punctuality

6. Loyalty Schemes 6. Loyalty Schemes 6. Loyalty Schemes

7. IFE 7. Facilities 7. Convenience
Source: IATA
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Pareto s Principle

Aviation Marketing

80-20 Rule

20% of your customers are
responsible for 80% of your
company revenues.

Vilfredo Pareto

70
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Front of the cabin makes the business

Aviation Marketing
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Premium traffic

Aviation Marketing

Premium Traffic Monitor - August 2012
Released 18 October 2012

Key points from our full report on
premium and economy travel in August:

* Premium passenger numbers rebounded in August, with 8 5% year-on-year growth, compared
to (0.5% contraction in July;

« Economy class travel was also up, with the market 6.2% higher than a year ago, compared to
July's 3.0% increase;

+» We are cautious about extrapolating the improvement in premium travel into the months ahead;

* The modest improvement in business confidence doesn't justify the significant rise in business
travel in August;

+ The rebound was narrowly based, with much of the increase coming from within Europe and
across the Morth Atlantic;

* Since much of the Eurozone is in recession or slow economic growth, that does not look
sustainable;

* Furthermore, the sharp rise in year-on-year growth is partly due to Hurricane Irene and
European capacity cuts reducing traffic in August 2011;

+ Although the seat mix has improved, it is hard to rationalize with current business conditions
suggesting the opposite trend:;

+ But routes connected to emerging economies continue to show robust performance, with solid
growth in August;

» Air travel performance reflects a combination of downward pressure from Europe, and support
from emerging economies and, to some extent, the US;

» Further improvement in business confidence should benefit premium travel, but it's too early to
suggest a higher growth trend.

72
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Premium traffic

Aviation Marketing

International air passengers by seat class
(seasonally adjusted)
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Premium passengers share in total pax demand

Aviation Marketing

Premium passengers as a % of total
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Passenger demand vs. global trade

Aviation Marketing

Premium passengers and world trade growth
Source: IATA, CPB Netherlands
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Traffic segments by regions

Aviation Marketing

Traffic Growth by Route - August 2012
Source: IATA

15 -

% Growth, Year-on-Year

First / Business Economy Total

EWithin Europe  mNorth Atlantic  @EWithin Far East B Europe-Far East @ MNorth and Mid Pacific
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Aviation Marketing

International Premium Traffic Growth by Route - August 2012
Source: IATA
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Traffic development by region

Aviation Marketing
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Product 5 levels (Porter)

Aviation Marketing

core benefit of the product

generic product
expected product
augmented product

potential product

Source: www.provenmodels.com/16 80
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What aviation product is...

Aviation Marketing
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Product — customer experience

Aviation Marketing

Gettl_ng to the Check-in Getting on
airport board

Flying to the destination

Immigration Getting to the
and luggage final Unpacking
claim destination

Source: IATA 82
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Airline product

Aviation Marketing

—_—

Part of the product that has mainly Features that are related to the

to do with facilities and equipment, contact of the customer with the

in the air and on the ground. airline and airport staff — human
touch

83
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Length of travel...

Aviation Marketing
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Airline product dimensions

Aviation Marketing

Airline product
Sheduling features Class of service features Ancillary features
e ———

1. Aircraft 1. Cabin 1. Reseravation
2. Frequency 2. Seat confirgurations 2. Bookings
3. Timings 3. In-flight catering 3. Special service
4, Transfers 4. IFE 4, Customer support
5. Airport product
6. Airport lounge
7. Lugagge allowance
Source: IATA 85
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Aviation Marketing

TURBO-PROP
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Turboprop vs. Jet

Aviation Marketing

Criteria Turboprop aircraft Jet aircraft
Size Turboprops are significantly Jet engines can supply wider range
smaller than jet aircrafts of aircraft sizes from small regional
airlines such as Embraer 145, as
well as the largest aircrafts such as
Airbus A380
Speed Relatively low, ground speed does | Are much faster than turboprops,

not exceed 500 km/h

can achieve speed over 800 km/h

Cruising altitude

Low

High

Range Short range Short, medium and long range

Routes Regional, short-haul routes Jet aircraft can operate various
routes from regional up to
intercontinental depending on the
specific aircraft model

Comfort Comfort of travelling for Higher than in turboprops

passenger is relatively lower, due
to the size of the aircraft and noise
in the cabin

Fuel efficiency

Turboprops are significantly more
fuel efficient (fuel burned per
available seat kilometer)

Jet aircrafts consumer more fuel per
available seat kilometer )

Environmental
impact

Due to the lower fuel consumption
turboprops are more
environmental friendly

Jets are less environmental friendly

87
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Aircraft based campaign product

Aviation Marketing
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a, ’.‘ = \lﬁ‘ P Departing T | Returning )
. £ &=

W 1 Adult + > Travel with children

-» | Board the A380 Ecanomy v

Search flights
[ g .' R T ., - g - Search with more options
Discaver the world Fly with the Big autumn All F — =
“* for up to 40% off! Lufthansa A380 promotion destlnatlons Check-in / My Bookings
o { 5 r

(vl

<583 [ HOtE| / Rental car
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Ailrcraft

Aviation Marketing

Russian-built aircraft Western built aircraft
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Class of service

Aviation Marketing

First class Business class Economy class
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Class of service versus length of a haul

Aviation Marketing

Economy class Business class First class

Long-haul + + +

Medium-haul + + —

Short-haul + +/— —
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Business class on short haul flights

Aviation Marketing

C/M Business/Economy Class
138 Sitze/Seats . .

In Ser Business Class biotat der freibleibence |:|
Mitielsiz zusalkrliche Bewagungsfreihait

In Business Class the middle saat will not ba
occupiad, offering additional space.

Trannung Business/Economy Class
entsprechand der Machfrage.

Partition befwoen Business and Economy Class
according fo demand.

Technigche DatenvTochnical spacifications

Fiigelspannweita: 34 m

Wing span: M A6 iIn

Lange' Lengtn: 3384 m/1M0RA9in

Hohe/Height: 12m/f38f/5in

Mz Abfluggewicht: 658.000 kg

Max take-off weight: 150,000 1o

Max. Reisagesciwindigkait: 840 km/n

Ma. Cruising spead: 520 mph

Max. FlughShne: 11.800 m

Mz cruising altilude: 39,000 f

Raichweita/Ranga: 3400 kmf 2108 miles

Triebwerka'Engines: 2 x CFM International
CFMSE-5

[#] Bordkiiche/Galley
Hil Toiletten/Lavatory 92
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Short haul business class product

Aviation Marketing

8%

434
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Business class short haul product differentiator

Aviation Marketing
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Timings RZE — WAW / conecting flights

Aviation Marketing

09:15 10:05 10:45

RZE WAW

MCT

1
1
1
1
I
1
1
1
1
1
1
I
1
1
1
1
|
I
= = = ——
1
1
1
1
1
I
1
1
1
1
1
1
I
1
1
1
1
1
1
I
1
1
1
1
1
1
I
1
1

[P R— —

11:00 ATH

11:05
11:10
11:40
11:45
11:45
12:35
12:45
12:45

OoTP
RIX

BCN
SVO
CDG
PRG
CAl

BUD

45

S :h
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Timings

Aviation Marketing

WAW

07:10

07:50

07:50 BRU
08:20 HEL
08:20 CPH
08:35 HAM
08:35S77
08:40 VIE

08:40 TXL
08:50 MUC
09:15 FRA
09:30 BUD
09:35 GDN
09:35 PRG
09:40 LIS

09:40 HEL
09:55 GVA
09:55 SVO
09:55 MUC

09:50
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Business traveller — short haul routes

Aviation Marketing

Hub: LCY R
- Demand volume and demand FREQUENCY o
structure is highly dependant on

the time of the day.

. Business travelers tend to travel
early mornings and evening,
whereas leisure travellers are
more flexible with regards to time
of travelling.

3888883088888

10h ©h #h 16h 18h 20h 22h 24h

Onward flight Meetings & work Flight back

7 a.m. 9 a.m. 4 p.m. 7p.m. 97
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Business traveller — short haul routes (overnight)

Aviation Marketing

Day 1
Onward flight
: l >
4 p.m. 7p.m.
Day 2
Meetings & work Flight back
l : l >
9a.m. 4 p.m. 7p.m.
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In-flight catering

Aviation Marketing

Importance

v

Short haul Medium haul Long haul
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What are the boundaries of airline product...

Aviation Marketing

Limited selection of soft drinks. No food.
flight time < 1h Usually no beverage. Sweets eventually.

Snack, sweets. Selection of soft drinks
1h < flight time < 2,5h hour and beverages.

Full meal, snack. Wide selection of
drinks. Continuous water service.

2,5h < flight time < 6h

2 x full meals. Wide selection of drinks.
flight time > 6h Continuous water service.
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Special meals

Aviation Marketing

Dietary meals

Name Explanation

Diabetic diet For diabetics: no sugar, little fat, no battered or breaded products, no alcohol

Gluten free food When incompatibility to gluten (gluten protein): no wheat, rye, barley, oat flour
product or sauces

Reduction food Calorie-reduced meals, rich on dietary fibre, low on fat and carbohydrates

Low cholesteral For metabolic ilinesses: less than 100 myg cholesteral, no animal fats, no egg yolk

food

Low pratein food Mot available on Lufthansa flights

Low sodiurm food For cardiovascular and kidney problems: cooking salt free, low fat, non-flatulent,
without alcohol

Lactose free food For lactose or milk incampatibility

Low purin food Mot available on Lufthansa flights
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Special meals

Aviation Marketing

Name Explanation

“egetarian meal FPurely wegetarian meal: no meat or fish products, without alcohol, no diary
(Wv'estern) products and eggs

“egetarian meal Meal without meat (although diary products and eggs are allowed)
(Lacto-Cvo)

Yegetarian asian meal Meal without meat prepared and spiced Indian style

(Indian)

Yegetarian meal (Oriental) Meal without meat or fish, prepared and spiced in an oriental style
Wholefood Mot available on Lufthansa flights

Fruit meal Meal made with fruit (raw and fresh fruit, without meat)

Fish meal Meal consisting mainly of fish, crustaceans and shellfish without meat
Light whale food Light diet for the stamach, bawel, liver, gall

Meal without fish Contains no seafood, mussels or similar products
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Special meals

Aviation Marketing

Meals for members of certain religions

Name Explanation

Kosher otrictly kosher food prepared under the supervision of a rabhinate

treal

Fluslim Mo use of park, no venisan and na alcohal used. Muslim meals are prepared according to
meal halal standards when halal meat is available locally.

Hindu Mo beef and veal, prepared and spiced Indian style (available anly in First and Business
meal Class)
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Airport product — process

Aviation Marketing

Arrive to the airport

Check-in

Baggage drop off

Secutity control

Waiting lounge

Gate

Boarding / aircraft embarkssion
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Common check In

Aviation Marketing

Common check in

LOT LOT LOT LOT LOT
All flights All flights All flights All flights All flights

One queue for all flights
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Flight check In

Aviation Marketing

Common check in

LOT LOT LOT LOT LOT
New York (JFK) Paris (CDG) Nice (NCE) Moscow (SVO) Lviv (LVO)

JFK queue CDG queue NCE queue SVO queue LVO queue

106

Piotr Kozlowski University of Information Technology and Management in Rzeszow



New check in options

Aviation Marketing

A BTAR ALLIANCE MEMEER 72”

[YIEyN
ST Im
. i 4 Boarding Pass

Name KOZLOWSKI / PIOTR MR/MRS
Fight LH 4142 /23 Sep
Franktur/Main International - Nica
Departure Gate * A0t
Baarding Time 21:50 Baarding Number 023
Departure Time 220 Carrer Lufthensa Fast track ™ =
Seet Numoer 12¢ e 220-8608095415 0 1A
Class Economy Passenger Status Club Europe
Baggage Drop Counter  Drop-off counter Checked Baggage Gold
b
Pl
General Information
1. Thiz cocumant i your bording pass which wil Do TquIed 1 acoes $10 Gatn ara And i board the airorf Fease A ] MR JACK GOLD
contrm your cepartur gaie at $20 aiport. _ kh ; BA 0306 to Paris
2 Carry ths document with you at al Smes cuing your cumey. Fiease also have your passpor avaladio ko idortiication. —_—_— 14 Ma‘r -09:10
A1t you wish 10 chackn any baggage, you may do 50 Lp 1o 40 minutes prior to departure time 2 cno of ©o Luthansa. 8 1 trom Heathrow (London)
Eaggage Drop Off courtors indicated above. A Terminal §
4.1t you have any quosions, plaase contict a Lufhansa Senvice agert. 3 e Charles de Gaulle (Paris}

Floase make sure to be at your departure gate ot the boarding time. Otherwise your seat may be reassigned. Terminal 2A

EiGange a3 ey )P e f S 1 Sy ) W o S P U Covmrn A S SRy Carte: £ Cargn 10 i o
192500 58 samies e i g G

Cartmge o E = cercara

Cugarin i ) st S

For ey e, T B Ao o i 8 0 AT 1 A TG

e A AT Y T o . A R S y G

Saratin e, Sty o 120 V) A carce = - i w0
raep—

| CHIG A ) TG PO Y P | PR B Y TR AN | SICATY® b N M LT, W Pl T
™ - P ) e

0 e i g Gk T A ) Y .

Your ticket for more award miles. s

Chack in at www.telekom.de/miles-and-more and
earn miles with Telekom

Life is for sharing.

Cnucre Lsaran A
VoGt G 36, G505 o
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In flight entertainment

Aviation Marketing
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Airport lounge

Aviation Marketing
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Special services

Aviation Marketing

WCHR

passenger requires wheelchair for distance within airport
but is able to ascend or descend stairs

WCHS

passenger is able to walk but unable to ascend or descend
stairs

WCHC
passenger is paraplegic/quadriplegic, requires an on-board
wheelchair and must be carried to/from cabin seat
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Booking

Aviation Marketing

Wel

My easyJet.com »>

easy J et Help | Stemap

N ) () 00\ frany (=)
Latest travel New,, (&) (%) =) &)
information Uakiane Hatels & Ski Hostels Car

apartments Holidkays & B&Bs

Manage bookings | Airport lounges | Buy onboard | Destination guides | Where we fly | About your trip | Timetable

Flights Hotels Holidays '
f A ‘ | Book a cheap flight
->To v |
Flying out on
08 ¥ November2011 v E
Returning on
up to ho, ¥ justoneway @V E

O/ = | [ Flexible on dates?
00

= Passengers
206” Seats ! 1 ¥ adults

for travel between 1january and 24 march 2012 & , 0 v

From -> v

LoTr
z
3
°
%

children (under 16 years)

ends midnight tonight + | [0 infans unger 2years)
Need help? Latest news \ J 1
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Cultural awareness

Aviation Marketing
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Where does an airline product start....

Aviation Marketing

Europa w obie
strony od

399..

iled
Produkt Lufthan8y.

¢

[
Zarezerwuj bilet i podziwiaj Europe,
dzigki zaskakujgco niskim cenom. THESVS W A o

e w8 o a0 o Lufthansa

oraz na hefth anma com

» ~
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Delivering an aviation product
process

Aviation Marketing

Post sales

Sales activities Service - core o
activieties
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Market strategies

Aviation Marketing

Aggressive Objective: increase maket share

Defensive Objective: maintain market share

Objective: gain customer

Customer focus :
commitment and loyalty
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Marketing strategies

Aviation Marketing

Criteria: market dominance

Leader

Challenger

Follower

Nicher
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Market strategies

Aviation Marketing

Porter's generic strategies

Differentiation Cost leadership Niche market
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Market strategies

Aviation Marketing

Criteria: innovation strategies

Pioneer

Close followers

Late followers
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Market strategies

Aviation Marketing

Existing products New products
Criteria: product/market
(Ansoff matrix) jo
E ~— ~—
CCD Market Product
= penetration development
0
<
L
3] < <
x : :
]
e MBI Diversification
development
=
@]
P
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Market strategies

Aviation Marketing

Growth strategies

Vertical integration

Horizontal integration

Diversification

Intensification
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Vertical integration

Aviation Marketing

Vertical integration is cooperation Airline
activity between companies that
depend on each other within the

production process. Companies

Ground handling company

iInvolved in the alliance are
supplier or customers of each
other, but they are not
competitors at any stage of value
chain.

In-flight catering company

Travel agency

Terminal operator

MRO company
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Horizontal integration

Aviation Marketing

RN — T —

Horizontal integration can be defined, as a cooperation
between companies, which are operating at the same

level within production process. In other words it is
cooperation activity between companies, which can be
considered as a competitors between each other.
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What Is strategic alliance

Aviation Marketing

Strategic alliance can be defined as a long term
cooperative agreement between two or more independent
firms that engage in business activities for mutual
economic gain.

Tsang 1998, Strategic Alliances in Central and Eastern Europe, Akmal S. Hyder, Desalegn Abraha
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Why airlines needs alliances...

Aviation Marketing

Airline Economics - Aviation Industry

2 companies serve 45%

of the market 2 companies serve -
40% of the market - comp?mes
worldwide
2 major companies
serve 100% of the
market <3 competitors at
deregulﬁed airports "natural
l monopolies”
M?ircraﬂm m Iﬂm Catering Airports CRS
Return on capital: >30%

16% 15%

11-24% 10-13% 10% I
L] ] - 1 = =
Economic Hurdle \ /

>500 airlines competing for with the inevitable oversuply of capacity

malays:ai_’

arines
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Benefits on an alliance

Aviation Marketing
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Risk/benefits of an alliances

Aviation Marketing

Next Logical Steps

high benefit
high risk

good benefit
low risk

High

Low

L 4

Low Risk High

@wf“’:’j o
airtines &

127

Piotr Kozlowski University of Information Technology and Management in Rzeszow



Alliance Benefit Drivers

1. Collaboration benefits
Why members join

~ Global network

~ Home market access
~ Revenue generation

~ Corporate agreements
~ Brand positioning

~ Seamless travel

~ FFP

~ Cost synergies

~ Joint systems/products/
services

~ Knowledge transfer
~ "Join the Club"

~ Access to JVs

2. Alliance fundamentals

What Alliance can deliver

# Join the club # loin the club
# Intensify bilateral cooperation

= Global Network

Partial home market access
Partial revenue generation .
Brand positioning » Brand positioning
Seamless travel

FFP # Seamless travel
Knowledge Sharing
Bargaining power

Frontoffice (for the customer)

# Global Network

# Revenue generation

¥ ¥ Y ¥ ¥ ¥ ¥Y¥

Where Joint Ventures » FFP

are more suitable

» Knowledge Transfer

~ All of the above, but deeper » Synergies
collaboration

» Deep knowledge sharing

# Full Home market access

~ Extensive revenue generation

# Pricing, network planning,
sales

~ synergies/Efficiencies in oo

resource planning 67‘ TURKISH a
»~ Backoffice (for the airline) MELIHE‘!_‘Q’_




Levels of integration

Aviation Marketing

HIGH

MERGER-LIKE INTEGRATION

DIRECT COORDINATION (PRICES, ROUTES, SCHEDULING, FACILITIES ETC.)

EXPANDED COOPERATION T0
DEVELOP JOINT NETWORK CODE SHARING
R i anan nanrn iy e e g e e pa tdn i
LOW FFP AND LOUNGE ACCESS
LIMITED COOPERATION T
ON SPECIFIC ROUTES INTERLINING

Source: Airline Leader
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Alliances position in global aviation

market

Aviation Marketing

Aligned carrier share has grown to almost 60%

2012 Alliance Share 2002 Alliance Share
Based on ASM’s Based on ASM’s

ENon-Aligned B Star ©SkyTeam = cneworld B Non-Aligned mStar © SkyTeam = oneworld

© CLIVER WYMAN 15
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Aviation Marketing

VIRGIN AUSTRALIA VIRTUAL
NETWORK/ALLIANCE STRUCTURE

DELTA
SkyTeam

Etihad VIRGIN
Unaligned AUSTRALIA

Air New
Zealand

Star

EUROPE

AMERICAS
: partner?
AFRICA

Source: Airline Leader
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Airline alliance level of integration

Aviation Marketing

Full
MdeTzer

Wirtual
Merger

Sermiegic
fﬂ-uwrzllqn

Coeordanation
of Melwork

Schedule
Ci-ordination

Code
Share

P

Interline

Low High

Level of Co-operation

Figure 3.5 Allliance-merger staircase

Source: latrou, Oretti; Airline Choices for the Future, from alliances to mergers, Ashgate 2007 132
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Network objectives of an alliance

Aviation Marketing

. .. O International gateways
" N ¥ - A Behind US. gateway market :
-~ . A Beyond other country gateway market

N

Leigh|Fisher

Management Consultants 133
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Alltances value chain

Aviation Marketing

LEAST Limited cooperation on specific routes
ALLIANCE
COOPERATION . Frequent Airline lounge
Interlining f
yer programs access

4

Expanded cooperation to develop joint network

Direct coordination on prices,
routes, scheduling, and facilities

W

Code sharing

Merger-like integration

MOST Antitrust Revenue, cost, and
ALLIANCE immunity benefit sharing
COOPERATION agreements joint venture

"Metal neutral”
joint ventures

Leigh|Fisher

Management Consultants 134

Piotr Kozlowski University of Information Technology and Management in Rzeszow



What i1s JV?

Aviation Marketing

WHAT IS A JOINT VENTURE (JV)? [FOCUS]

A joint venture (JV) does not designate any particular structure under French law, but refers to a form
of association, on a well-defined subject, between two or more companies.

Ihere are two types of joint venture: capital-intensive and binding.

The joint venture set up by Air France-KLM, Delta and Altalia is binding. It involves a partnership and

therefore a division of labour, costs and revenues, without any [:I.'C'\/iSiCI'T of capital.

Each company participating in the joint venture takes the same risks, undertakes and invests its
resources in the same way with the common goal of optimizing revenue.

Signed by all partners, a contract stipulating the basic rules of the partnership, its objectives, its

means of implementation and the duration of the agreement is the basis of any joint venture.
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When to set up JV — TK approach

Aviation Marketing

Prerequisites for Successful JV’s

JV market of strategic importance for all JV partners

Win win situation for all parties

Li Benefit of Joint Venture is higher than cost

Regulatory approval / antitrust immunity / ,,Open Skies”

L,,w"‘?j o
amtines &
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Emirates/Qantas JV

Aviation Marketing

Qantas & Emirates:
A New Global Aviation Partnership

6 September 2012

138

Piotr Kozlowski University of Information Technology and Management in Rzeszow



Aviation Marketing

Qantas & Emirates
A new global aviation partnership

10 year partnership — most significant alliance in Qantas’ history
* Benefits-sharing model, collaboration beyond codesharing

+ Vastly expanded shared network — new Dubai hub

* Comprehensive network solution for Europe

* Facilitates network restructure to transform Asian offering

* Unprecedented benefits to Qantas customers

* Integrated frequent flyer proposition

MAJOR STEP IN TRANSFORMING QANTAS INTERNATIONAL

MNote: All stated characteristics of the partnership are subject to regulatory approval. 2
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Aviation Marketing

Qantas & Emirates
Benefits-sharing model, collaboration beyond codesharing

MARGIN SHARE: COMMISSION: QANTAS FREQUENT FLYER

Trunk routes Non-trunk routes (QFF)

+ Leading global network —

_ - -~ - . Qantas, Jetstar, Emirates and
P
1 " '_/ Europe Subcontinent ™ oneworld services
LHR * ¥
\ \\\\ f \x-n._ - _/ ' * Vastly expanded opportunities
R VL T e \ Middle East *~ \ Asia ) to earn and redeem points
Yoo DXB v ¥—F Asia "~ . L
A "\ * (KUL, BKK & SIN)™, s Africa R * Reciprocal tier status benefits
e v " T -
| oAl ! Rl - — Lounge access
\ \ g - Te-a — Priority check-in & boarding
H"‘-. NE ’.f’ ,J" Asia — ] .
e _- - < ,\ 10 intra-Asia >, — Baggage
F b
&
N AU Trans-Tasman |
- - — —. Qantas Group Iq r/ N {aF /1a) [
I
= == —- Emirates % Dom AU NZ “ DomNZ ,’
bl
\“-‘.[QF;JQ‘ '[-“1],“,
2

BENEFITING ALL PARTS OF THE GROUP: QANTAS, JETSTAR AND QFF

Note: Jetstar cooperation yet to be finalised.
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Aviation Marketing

Unparalleled Access
Europe, Middle East and North Africa

TODAY’S ONE-STOP PROPOSITION PROPOSED COMBINED NETWORK

Frankfurt, Paris.
Helsinki and Rome?

Europe
Singapore ‘\
Australia
= 45 weekly services to Singapore hub *  ~100 weekly services to Dubai hub
* 5 one-stop destinations to Europe * 33 one-stop destinations to Europe®
- London (Heathrow) and Frankfurt on Qantas aircraft — London (Heathrow) on Qantas aircraft
* Mo one-stop service to Middle East or North Africa * 31 one-stop services to Middle East or North Africa

= Multiple partners — limited integrated customer proposition *  One partner —integrated customer proposition

1. Bome serviced via Hong Kong. 2. Qantas to continue codeshare with Finnair between Singapore and Helsink 4
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Aviation Marketing

Strengthening Asia
Flying to, not through Asia

¢ Restructure of Qantas Asian network
— Re-timing flights to SIN and HKG! — enabling more ‘same day’ connections
— ~25% increase in connections from SIN
— ~40% increase in available seats from Australia to Asia

¢ leveraging Qantas existing regional partners and 4 additional Emirates
services to Asia — KUL, BKK, SIN?

¢ Increased fleet efficiency — matching right aircraft to routes

BUILDING A HIGHLY COMPETITIVE OFFERING TO, FROM AND WITHIN ASIA

1. Singapore and Hong Kong 2. Kuala Lumpur, Bangkok and Singapore 5 142
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Aviation Marketing

A World-Class Travel Experience
Outstanding customer offering

+ Vastly expanded Qantas International network
— 60+ new one-stop destinations
— Reduced travel times
* Reinforcing the Qantas offering as ‘best for business’
* World class in-flight product and services
* Exclusive access to Dubai’s new purpose-built A380 terminal
+ Reciprocal lounge access across 5 continents
+ Core guiding principle of partnership:

“Treat each other’s customers as your own”
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Aviation Marketing

Qantas International Transformation on track
Emirates partnership aligns with all four pillars

A STRONG, * Enables more efficient capital allocation
VIABLE * Jointly managed pricing, sales and scheduling
BUSINESS » Coordination of shared support functions, improved passenger processing

* Dubai — gateway to Europe, the Middle East and North Africa
« Complements relationships with American Airlines, LAN, China Eastern
and South African Airways, as well as oneworld alliance

GATEWAYS TO
THE WORLD

SEST FOR Poised to deliver the besti tworks, f i ircraft, |

GLOBAL oised to deliver the best in networ 5.’ requencies, aircraft, lounges,
loyalty programs and customer experiences

TRAVELLERS

GROWING » Restructure of Qantas Asian network through re-timing flights to Asia —
WITH ASIA enabling more ‘same day’ connections via codeshare partners
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Aviation Marketing

Next Steps

» Application for Anti-Trust Immunity will be submitted to the Australian
Competition and Consumer Commission and other regulatory authorities

 Joint Services Agreement (JSA) with British Airways to be discontinued?
 Cathay Pacific (Rome) and Air France (Paris) codeshares to be discontinued?

* Subject to regulatory approvals, partnership to commence April 2013

1. All current services to continue until partnership approval received. ]
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Airline alliances landscape

Aviation Marketing

&eAM = Aeromexico = Aeroflot = China Airlines = Kenya Airways = Saudi Arabian Airlines
A = Air France = Aeromexico = China Eastern = KLm = Middle East Airlines
¥ % = Delta Air Lines = AirEuropa = China Southern = Korean Air = Xiamen Airlines
) = Korean Air = Air France = CzechAirlines = TAROM = Garuda Indonesia

= Alitalia = Delta Air Lines = Vietnam Airlines = Aerolineas Argentinas

= American Airlines : mc:l:r:irlins : IMM;I
' = British Airwa Loie it i = Kingfisher Airlines
SRBvorid . A'rY’S = Cathay Pacific = Mexicana e
. Cagf |aPn Iﬁ jes = Finnair = Qantas . M’ y £all Airl
. i = Iberia = Royal Jordanian sl
Qantas = Japan Airlines = 7 Airlines
« Air Canad = Adria Airways = Austrian = LOT Polish Airlines = TAM Airlines
4 9 L"fthana A = Aegean Airlines = Bluel = Lufthansa = TAP Portugal « Avianca
v 7 .o g.“sa. o * Air Canada * bmi « Scandinavian Airlines = THAI « Copa Ailines
2~ A nc‘:? Alir::v‘:;: FAHES = Air China = Brussels Airlines = Singapore Airlines = Turkish Airlines = 74CA Airlines
’ : = Air New Zealand = Croatia Airlines = South African Airways = United = Shenzhen Airlines
ERERSLRan E“‘i’tmﬂ‘i”l‘."" « ANA « EGYPTAIR « Spanair « US Airways
i T"‘es * Asiana Arlines = Ethiopian Airines = SWISS :
l I |
1997 1999 2000 | | Year end 2011 2012
l I l
Founded Current Pending

*Denotes members of the largest JV within each alliance
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Alliances benefits

Aviation Marketing

oneworld Services and Benefits

oneworld Members employ a quarter

of a million people across the globe to Unrivalled coverage of all the
ensure oneworld customers travel places that count the most to
safely, securely and comfortably global travellers

every step of the journey ",

Strong reputations for
excellent, innovative

customer service & o
consistent quality of the
oneworld journey

Most innovative, flexible
and attractively priced
alliance fares available

oneworld airline’s
frequent flyer member
can earn miles & tier
status points on eligible
flights & redeem rewards
across the oneworld

oneworld passengers are
checked through to their
final destination wherever
possible - oneworld staff &
signs will provide

assistance in airports network
oneworld Emerald / Sapphire oneworld top-tier frequent
members have access to more flyers enjoy many of the status
than 550 airport lounges privileges across all
worldwide oneworld airlines mala SIay
yalrllnss 147
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Technology needs to handle it...

Aviation Marketing

Impact On Technology

i - -

1 Airline » Maximize value that your airline
GDS @ SPnnectivity receives from partner
- connectivity relationships
' I Post 2 ;
-»;:» ops * Flexible codeshare, alliance
" data capabilities

« Efficient management of
distribution channel

‘ Functionality
— + Consulting and data to assist
e o [ Reventie | BT decision making

PATEN

Ezbre /(s‘fﬁ'-:n. Confidential 4 148
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Customer loyalty and FFPs

Piotr KozlowsKi

University of Information Technology and Management in Rzeszow

Piotr Kozlowski University of Information Technology and Management in Rzeszow



What are the objectives of marketing?

Aviation Marketing

Airline marketing objectives

__________________________

0)]
c )
o fag
= . . . )
[ Business development Business retention L9
) —
=1 =
< =

__________________________
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Price reductions vs

. Loyalty programmes

Aviation Marketing

Loyalty programms

Customers gets only
financial reward post
factum — lack of
relationship and
flexibility

Delivers more values
than only financial
reward — loyalty
programs look into
the future
relationship rather
than backwards

CUSTOMER
LOYALTY
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Frequent Flier Programme

Aviation Marketing

FFP Benefits

REWARDS RECOGNITION RELATIONSHIP

Source: IATA 152
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Reward

Aviation Marketing

» Incentives for passengers — passenger earns miles for flying with an airline

» [t can be also considered as a bribe for selecting flight with particular airline

Source: IATA 153
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Recognition — benefit for an airline

Aviation Marketing

Market segmentation on the basis of
actual customer usage
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Recognition — benefit for an airline

Aviation Marketing

Deliver recognition benefits to the most
valuable customers

Experience the
World’s Leading Business Class
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Recognition — benefit for an airline

Aviation Marketing

Ability to customize product for the
particular customer

How FFP can support product customisation:

= Storing and analysing data on travel prefferences

» Targeted sales calls to particular customer to customise the sales process
= Measuring customer profitability

= Customising exclusive service

Source: IATA 156
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Relationship

Aviation Marketing

Indentify and communicate with
individuals
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Find singles
near you

Folders

3 Inbox (19)
(& Drafts (46)

3 Sent

[ Spam (38) [Empty]
(& Trash [Empty]
@ My Photos

&1 My Attachments

Chat & Mobile Text

TN Offline_~ |

¥ My Folders [Add - Edit]
) Ewa

AdChoices [

&9

MUSICIANS!
START SELLING YOUR
MUSIC ON iTUNES &

Relationship

Aviation Marketing

Previous | Next | Back to Search Results

Delete Reply ~  Forward Spam Move... =

* Przedswiateczna oferta: wiele wspanialych kierunkow i dodatkowych miejsc do Europy
From: lgo "Lufthansa" <newsletter@lh.lufthansa. com= T

To: piottkozlowski@yahoo.com

Biuletyn

od 399PLN*
Frankfurt od 399PLN'
Londyn od 559PLN'

ie, prosimy kliknaé tutaj.

A AN

Monachium
Paryz

Rzym

Europa w obie
strony od 399 PLN*

od 399PLN*
od 669PLN*
od 669PLN*

Mark as

Friday, November 4,
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Potential of FFPs in product determination
(examples)

Aviation Marketing

Deciding which seats to buy for new Business Class...

Selecting suitable hotel partners...

Advising on cabin crew features...

Choosing the right meals services...

Changing times and frequency...

Source: IATA 159
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Optmizing revenues and demand throught FFP

Aviation Marketing

Bonus miles
Shift demand to earlier flight

LO3806 LO3802 LO3808

RZE - WAW RZE - WAW RZE - WAW

0905 — 0955 1400 - 1450 1800 - 1850
Demand: 60 seats Demand: 43 seats Demand: 73 seats

@
@
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Ancillary revenue through partnerships

Aviation Marketing

. Polska English | Other countries | lot.com | Pomoc i

Flights

Miles & More PoLISH
s&More | joy;

IRLINES

Hotels

Gromadzenie mil

Wykorzystywanie mil Program
Serdecznie witamy

Car rental

Miles & More
Wszyscy nasi partnerzy

Tutaj znajdziesz ogdlne informacje
o naszych partnerach partnerach
Z najrozniejszych branz. wigcej...

I pechlde

EEWELT
acmmrIm—TY

Credit cards

. oKl =
‘ N Avrs -

e

Subsciptions and books

Telecommunications

Shopping
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FFPs challenges and problems

Aviation Marketing

Costs of establishing and maintenance

Costs of service

Revenue displacement

Accured liability
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FFPs trade offs

Aviation Marketing

FLIGHT
MILES
Passenger
LOYALTY (consumer)
INFORMATION
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How to make money on FFP

Aviation Marketing

THE BASIC AEROPLAN BUSINESS MODEL

SOURCE: CAPA - CENTRE FOR AVIATION, BASED ON EARLY ACE PRESENTATION

PARTNERS BUY MILES

[ AEROPLAN |

PRODUCTS, SERVICES
CREDIT CARDS, OTHER :
"COALITION” PARTNERS AND SEATS FROM OTHER

VENDORS

60 AIRLINE LEADER | SEP-OCT 2011
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