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Reality…	  



…and	  Wishful	  Thinking!	  



…resulDng	  in:	  The	  Money	  Machine!	  

$$$ 
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Strategic Planning Time Frame at FSNC‘s Full Service Network Carriers 

- 3 years         - 1 year    - 6 Months        - 3 Months       Day of Departure 

Strategic Decisions 

Flight Plan and General Pricing Structure 

Tactical Pricing 



Vgl.:	  IATA,	  LuLhansa,	  InternaDonal	  University	  of	  Applied	  Sciences	  Bad	  Honnef	  Bonn	  



Pricing & Revenue Management 



The Challenge: Maximize revenue per 
available seat by shaping demand: 

1. Fill the seats!! 
2. Identify Opportunities where 

demand exceeds capacity!!!! 



The passenger who comes first is the one 
we want the least! 
 
Once the passenger we really want 
comes along, have we kept a free seat for 
him? 
 



1.	  Wie	  und	  warum	  Airlines	  handeln	  und	  verhandeln	  

Quelle: Conrady 



•  CO56/20SEP   EWRCDG 

•  Firstly displayed in the airline’s own reservations system 343 
days prior departure 

•  120 days prior departure the lowest buckets (booking classes) 
Q and V get closed in the reservation system. 

     



Why ? 



Because the Revenue Management System told us to! 
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Why ? 



Well, let’s have a look at the forecast  
for the final demand  

•  Forecasted bookings for day of departure..... 
•  Y - 18   H - 10   K - 38    B - 62   =   128 

•  currently booked (120 days to dep) 
•  Y -   0   H -  3    K -  1    B - 44   =    47 

•  currently booked (120 days to dep) in Q & V 
•  V -  40    Q - 72   =    112 



Well, let’s have a look what would have  
happened if we didn’t close Q and V…. 

Forecasted UNCONSTRAINED demand:    
 V - 55     Q - 158     =     213 

How many seats would be left for Y – B? 
 240 (Y AU)  -  213     =     27 

Spilled to competition: 
•  128   Final demand Y thru B 
•  -  27   Bookings we can accommodate 
•  101   Bookings Air France would have loved to have 



How did the real flight perform? 

•  Forecasted bookings at departure..... 
•      Y - 18   H - 10   K - 38    B - 62   =   128 

•  Actual bookings at departure..... 
•      Y - 13   H - 11   K - 37    B - 59   =   120 

•  Flown load factor = 97.5% 



Revenue Management 
System e.g. PROS 
 
•  Forecast of demand and 

expected price levels 
•  Calculation of price 

ranges (Bid Prices) per 
segment 

•  Setting of Buckets 
•  Comparison of value of 

customer requests 
•  Adjustment of 

authorization levels per 
bucket 

•  Management of 
availabilities in GDS’ 

Global Distribution  
System e.g. amadeus 
 
•  Display of Routing 

Options 
•  Display of Seat 

Availabilities 
•  Display of all available 

fares per bucket 
•  Calculation of Multi-

Segment Flights 
•  Reservations of seats 
•  Ticketing 
•  General Travel 

Information 

User: 
Airline RM Department 

 User: 
 TMC 

Customers /  
Travelers  
 
•  A 
•  B 
•  C 
•  E 
•  ...... 

Process Flow Revenue Management & GDS  
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1.	  Wie	  und	  warum	  Airlines	  handeln	  und	  verhandeln	  
Ancillary Fees / Unbundling 



Airlines are increasingly unbundling elements of the  
PRODUCT (not PRICE) and sell those elements as 

independent products/features at a price. 

Ancillary Fees / Unbundling 



Flight incl. … 
 
fop credit card, 
reservation in the 
travel agency,  
1 pc of luggage, 
drinks,  
meal,  
fuel 15

00
€ 

Flight ticket only 

15
00
€ 

Credit  
card 

Reserv
ations Luggage Food Fuel 

7€ 14€ 30€ 15€ 102€ 

Total 

16
78
€ 

Then… Now… 

Ancillary Fees / Unbundling 



Kayak.com/airline-‐fees	  
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Ancillary Fees / Unbundling 

 
Michael O‘Leary, Ryanair Sep 2010:  
„Ryanair will offer flights for free and make all 
revenues from ancillary fees“ 
 
 
US Airlines made approx. 6b USD revenues based on 
Ancillary Fees 
 
 



US Airline „Ancillary Fee“ revenues in % of total revenues 

•  Spirit:   21,0% 
•  AirTran:   10.2% 
•  Delta   9.5% 
•  Allegiant   8.8% 
•  US Airways  8.6% 
•  Virgin America  8.2% 
•  Frontier   6.6% 
•  Delta   5.9% 
•  Southwest  5,8% 
•  JetBlue   5.8% 

* Source: ABC News 



Ancillary Fees Management Options 

•  Shift to other suppliers! 

•  Mandate POS and manage (TMC, Web, Airport, plane etc.) 

•  Insist on Reporting and Tracking: Airlines, TMC, MIS, 
Credit Cards, manual 

•  Whenever in doubt: All airline transactions < 50€ = AF’s 

•  Negotiate on AF volumes 



The core idea of „fixed budget“ is that travelers themselves 
are provided with … 

• a fixed budget per trip 
• based on city pairs  
• and trip length 

…rather than be required to use a specific Travel 
Management Company (TMC), booking tool or preferred 
suppliers. 
 
AirPlus International surveyed 133 corporate travel managers 
in a recent study to find out more… 
 

Fixed Budget: The Model of the Future? 
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What‘s mine is mine.  
 
 
What‘s yours  
is negotiable! 



The most important of all Rules: 
 
 

2.	  Wie	  Verhandlungen	  verlaufen	  und	  	  
welche	  Elemente	  sie	  besDmmen	  



Failing to Prepare is Preparing to Fail 

 
PERFORMANCE 
 
 
 
 

   PREPARATION 
 
 
 
 
 
 
 
 



Elements of Balance of Power 
 



Time 
Preparation 
Information 
Allies 
Market Dominance 
Empowerment & Management Back-up 
Alternative Scenarios 
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Time 
Preparation 
Information 
Allies 
Market Dominance 
Empowerment & Management Back-up 
Alternative Scenarios 

Elements of Balance of Power 

= Relatively flexible  = relatively fixed 



 
„You can not manage anything that  

you didn‘t quantify“ 

12.09.12	   51	  M.	  Schneider	  



Analysis Models for Negotiations 



The Decision Making Map 



The Decision Making Map 



Buyer	  

OpDmal	   Desired	   Maximal	  

Supplier	  
Sales	  Person	  

Minimal	   Desired	   OpDmal	  

Ticket	  Price	  	  
500 	  1000 	  1200 	  1400 	  1600 	  1800 	  2000 	  2200 	  2400	  

Decision	  maker	  

 
How Negotiations work 
 



1. We have to have the courage to start with an 
ambitious opening and explore different ways to 
logroll. 

2.  If the other party asks for concessions we need to 
defend the opening offer. 

3. We will only make concessions if we get something 
in return. 

The Key Rules of Negotiation 



4. Decide which concessions you are willing to make and what you 
would like to receive in return: 
–  Higher rebate for the right to use the customer‘s name as a 

reference 
–  Lower price for the company recommending us to their business 

partners 
–  Upgrades for support on new routes 
–  ...for Feedback in Customer Advisory Board Member 
–  …for internal promotions (internal fair for travel management, 

internal e-mailing etc.) 
–  …for OK to a Success Story 
–  etc. etc. 

The Key Rules of Negotiation 



5.  If you need to make concessions do it in 
increasingly smaller steps 

6.  Guide the other party to yes - Always 

The Key Rules of Negotiation 



1.  Have we asked all questions? 
2.  Have we understood what’s important to our 

counterpart on professional basis? 
3.  Have we understood what’s important to our 

counterpart on personal basis? 
4.  Have we understood who’s involved in decision 

making and what’s important to them? 
5.  Have we thought about possible challenges? 

5.	  Wie	  man	  jeden	  einzelnen	  	  
Verhandlungsschrid	  festlegt	  	  

The Key Questions of Negotiation 
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Questions & Feedback? 



Kiitos. Thank you very much. 
谢谢. Tesekkür ederim. ありがとう
ございます. Obrigado. Bedankt.  
Tak. Ευχαριστώ.  Gracias. Grazie. 
Danke. Merci. Спосиба. Dêkuji.  
 

P. 61 


