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How Airports Can Improve Relationships with Airlines

Introduction

We have been conducting market research among Airlines for over 20 years. During that time we have interviewed senior executives in over 75 airlines worldwide – in the US & Canada, Europe, China, Asia-Pacific, Middle East, Africa, India, South America and Australia & New Zealand. One of the key objectives of our research was to identify the changes and improvements that Airlines want from Airports. While it is true to say that Airports have dramatically improved the quality of the service they offer their Airline customers, it is also apparent that much work needs to be done. This holds particularly true for Airports in emerging countries such as China, Asia-Pacific, India and Africa. This White Paper shows the way forwards – it is based on information provided by key personnel employed at the Head Offices of Airlines, including Network/Route Planning, Operations and Marketing


1.
What Are The important Factors Which Airlines Use To Evaluate Airports?

Airports continuously evaluate the Airports they use. The key factors used in such analyses are outlined below – we call these the “Order-Winners” - the criteria that Airlines regards as REALLY important when choosing and evaluating airports. In order to achieve high levels of customer satisfaction your Airport needs to offer good service on ALL these factors.
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This analysis shows that profitability remains the strongest factor – airlines use airports where they can make money – thus Yield and Load Factors are regarded as most important. The other key issue is connectivity. Many airlines now see themselves as primarily connecting, rather than destination, airlines and as such place great emphasis on Number or Airlines that connect at an Airport and Number of Destinations served.

Slot Availability is obviously vital and is very relevant when assessing the over-crowded airports of Europe and the US. Airlines look positively on airports that come up with innovative ideas and attractive financial deals and thus Airports Sharing Risks is seen as a crucial order winner. This factor has become increasingly important in recent years and it can really differentiate the best Airports from the others. It should be noted that no Airport is rated highly on this factor. The Airports that in the future start performing well on “Airlines Sharing Risks” will gain significant competitive advantage.
Marketing is also vital, average airports can be highly rated because they have marketing teams that are very active in developing good relationships with existing and potential airline customers e.g. Dallas Fort Worth, BRU, DUB, ATH, HAM. The only Passenger factor deemed to be significant is First and Business Class Lounges which are important for the premium passengers who offer so much profitability to Airlines.
It should be noted that Fees and Charges are not seen as “order-winners”. While Airlines pay great importance on landing fees and handling charges they state that other factors can be much more vital than costs & fees, especially as often there is little perceived differentiation between Airports – they are all seen as expensive. 

“Yield and Load Factors are joint number one - followed by Airports Sharing Risks with Airlines. Decision-making is dominated by Yield and Load Factors - fuel costs are now placing increased emphasis on these”  US Airline

“It’s all about the numbers - Yield and Load Factors. Usually, all other problems can be overcome if the numbers are strong enough”  Middle East Airline

“Load Factors and Yield are vital - and we are now placing great emphasis on risk-sharing, driven from the top of the Company, they are taking the view that it should not be left to the airlines at the bottom of the food-chain to bear the totality of risk in a difficult climate. At the moment, airline suppliers get paid and make a profit, passengers have a terrific deal and airport fees get paid. Its about time the airports started offering us good deals” European Airline

"It’s the money we can make from flying to an airport. If you get high load factors and can charge good fares then you produce a good yield then that's all that matters. Fees charged is very important but if you are producing good yield then fees become a small matter. Airports should concentrate on telling us what traffic flows and fare deals we could expect, those are the order winning factors“  Asia-Pacific Airline

“We're a connecting airline so we need to know what traffic flows an airport could generate, and who is flying onto where. We're not part of an alliance so that doesn't play a part. But bi-lateral agreements with other airlines are important helps us with connectivity”  Asia-Pacific Airline

“On fees and charges all European airports are expensive so it’s very much a "given". CCG airports are much better on costs as are the Asian airports”  Middle East Airline

“I would say we have the best relationship with FRA, but you pay for it. Everything there is expensive, but it all works”. US Airline

”It’s a value for money equation. With some airports you get reasonable charges but poor service levels and inadequate facilities. They put their charges up but the service and infrastructure stays the same or even gets worse. AMS and FRA, however, are expensive but are always trying to improve so they offer us value for money”. European Airline

”LHR and CDG are terrible airports but we love flying there – we make a lot of money from these Airports” Asia-Pacific Airline
1.
What Is The Ideal Relationship That Airlines Want With Airports?

Many Airlines complain that they have unsatisfactory relationships with the Airports they use – some claim to have no relationship at all! This has traditionally been the fault of the Airports, many of which are still monopolistic, public owned, bureaucratic and unresponsive. For many years these Airports saw no reason to adopt customer service activities that are regarded as normal in most other industries. The situation is changing and Airports now have to understand that they have to treat Airlines as customers and try hard to develop excellent working relationships. This is very true of Airports in countries such as China, India, Africa and South America.

Improving relationships with Airlines is an area where major improvements from the airports are required. Airports should see this as an opportunity to gain competitive advantage quickly and without spending too much money. In many cases all that is required is a change of attitude – Airports need to be much more customer-focussed, spend more time getting to know an airline, its objectives and strategies, be interested in an airline and provide relevant useful information.
Our experience of interviewing Airlines worldwide suggests the following.


A.
There Should Be A Relationship!

Many airlines – including some very large ones – complain that they don’t have a relationship with certain airports – they receive no contact, no visits and no information. This may have been tolerated when Airports operated as virtual monopolies, but will not be accepted in today’s competitive environment. Airports must develop an attitude that says Airports are important customers and have to be treated as such.

B.
Get To Understand The Airlines’ Needs And Objectives

This is standard in business today but is often lacking among Airports. Many airports make no or little effort to understand the needs of their airline customers, even worse some airports can’t even be bothered to try. It is vital that Airports understand the business plans, strategies, geographical coverage, fleet composition, decision-making structure and financial performance of their Airline customers
C.
Airports Need To Be Positive, Pro-Active – Come Up With Ideas

Airlines are aware that in other industries it is the supplier’s responsibility to be pro-active in a relationship, to be positive, not negative when discussing changes/improvements and to come up with new ideas that can help an Airline make money and improve its service. This doesn’t seem to happen in the airport industry. The airlines believe that all new airport developments – self-check-in, business class lounges, online check-in - have come from the Airlines, not the Airports.

D.
Work With The Airports As Partners

This is still a widespread belief that Airports see Airlines as the “enemy”. The airlines strongly believe that it is in the interests of both parties that a more positive relationship is developed such that they act as partners. Few airports in work as true partners with the airlines though AMS, MUC, CPH and FRA try harder than most others.


E.
Plenty of Contact & Information

Few Airlines complain that they are over-loaded with information provided by their Airport customers. It’s mainly the converse, Airlines complain of infrequent contact (sometimes none at all) from the Airports and a dearth of information. The Airlines believe that Airports are sitting on much valuable data which would help them plan their route development – passenger profiling, business activity, tourism potential etc – and yet Airports seem reluctant to provide this. An easy and inexpensive way for an Airport to improve relationships with Airlines is to give them relevant information.

“The ideal relationship? Lots of contact. Mutual appreciation of each others needs and objectives. Regular supply of information and marketing intelligence. Show interest in us, let us know what's happening at that airport”  European Airline

 “What we want is a change of attitude – we want airports to listen – and I mean listen – to us then have a positive attitude towards solving our problems. Too many airports have a knee jerk reaction “Oh that would be very difficult” rather than approach it in a positive manner”  Asia-Pacific Airline

“What is required is for an airport to do two things. (i) run the airport professionally and (ii) have the right, pro-active, helpful attitude. This can only come from top management setting the right corporate philosophy. Few airports can combine both – the only ones in Europe are AMS, CPH and MUC”  US Airline

“Many airports in Europe, Asia-Pacific, and India still have the monopoly attitude – they’re doing us a favour by allowing us to fly there. 20 years ago that was OK but not now. WE are an important customer and expected to be treated as such”  European Airline

“We like airlines that are pro-active and try to help US! Chicago came to see us – a rare event in this industry – and gave us detailed figures on passenger revenues, traffic flows etc. They showed us how we could make money, then said we could have the first two years free, based on us meeting certain targets. This is the approach we want”  Middle East Airline

 “Demonstrate a desire for an interactive relationship; open and frequent communication. Just display an interest in a productive mutual relationship, everything follows from that”  US Airline
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ABOUT CAP STRATEGIC RESEARCH

CAP Strategic Research (CAP) provides market research services covering China, Hong Kong, Singapore and other Asia-Pacific countries. We have a successful track record of conducting surveys in Asia based on 

(i) many years of living and working in the region 
(ii) in-depth knowledge and experience of specific industry sectors and 
(iii) providing strategic insights and “actionable” recommendations from senior executives who know your industry, have extensive international experience and - very importantly - have an “understanding of business”. 

We have over 25 years experience of conducting research for clients based in China, Asia-Pacific Europe and the US. With offices in China, Hong Kong and Singapore we are ideally placed to meet your research needs in Asia-Pacific.
For more information please contact:

Roger Thomas, CAP Strategic Research
Tel: +852 37508640
Email: roger@capstrategicresearch.com
Or

Keith Kong, CAP Strategic Research
Tel: +852 37508638
Email: keith@capstrategicresearch.com
Address: 1501-08 Millennium City 5, 418 Kwun Tong Road, Kwun Tong, Kowloon, Hong Kong
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