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Travel back with consumer confidence
Economy travel growth and consumer confidence
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Non-fee ancillary revenue sources — of
which in-cabin sales are a principal
component — have many advantages over
both fee imposition and core seat sales.
When a new service gains traction with
consumers airlines can receive scalable
gains, and when they address unmet needs
they can also create a better brand

THINKING BEYOND THE TICKET

Every airline is looking at non-ticket
revenue to contribute towards profit and
growth. There are many options but the
downside to most is travelers’ perceptions
that the airline is relentlessly chipping
away at service and amenities at customers’
expense, and thereby undermining service,
value and longer-term loyalty. In many
cases, airlines have already gone as deep as
they can go with cost-cutting and are
now at the mercy of potential fuel cost
increases as they battle to achieve profits.
An effective way to drive non-ticketed
revenue is to offer consumers a reason to
consider the airline as a choice for the
purchase of products and services that
add value to their trip. Tailoring these to
individual travelers, by destination and by
type of travel, is a powerful way to build
loyalty to the airline brand.

To succeed, airlines must re-think their
traditional relationship with travelers.
Airlines must master the art of selling more
than just tickets. The relationship must
shift from carriers and passengers to
marketers and consumers. Passengers that
are encouraged to become consumers
ultimately become long-term buyers and a
consistent source of non-ticketed revenue.
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Repositioning themselves as retailers,
airlines can offer new services and raise
their profile as a carrier of choice. By
viewing travelers as consumers, airlines
can transform the cabin into an ‘onboard
store’, benefiting stakeholders, the airline,
travelers, content providers and investors.

Many airlines already use their websites
and networks for ancillary revenue dev-
elopment, and extending this usage to
broaden the reach of the ‘onboard store’ is a
logical step. As airlines build consumer
awareness and loyalty for the selection of
products and services offered onboard, they
will be able to drive greater differentiation
and preference for their brand. This enables
the airline to become an integrated provider
of travel services by extending the onboard
store outside the aircraft, providing rele-
vant services to travelers throughout their
journey — not just during flight.

The question airlines must resolve is not
‘to sell or not to sell’ but rather ‘what to
sell and how to sell it.” Airline travelers
may be a captive audience, but nothing will
compel them to buy unless a product or
service is presented to them properly. It is
important to remember an old statistic
about movie theatres and theme parks: less
than 50 per cent of sales happen at the
door; the rest is from concessions sold to a
captive audience.

The market for non-ticket direct sales to
consumers was £7.7bn ($10.3bn) in 2008,
according to Ideaworks; however Guest-
logix’s analysis shows that the average
purchase per passenger was only a very
modest £1.26 ($1.08). Real value for both
the consumer and the airline can only
occur when the airline focuses on the

customer; only at this point can an airline
hope to meet its customers’ needs and
begin to build consumer — not traveler —
loyalty.

Building a customer relationship through
onboard retailing means adopting some
concepts that are familiar to traditional,
ground-bound retailers and marketers.
These include: consumer insight — airlines
will need to identify what travelers want to
buy and how they prefer to shop; merch-
andising — airlines will need to develop
products tailored by consumer segments
and destinations and find new partners that
bring real value; and promotions — airlines
will need to offer promotions to engage
potential customers.

THE ONBOARD RETAIL

STORE MODEL

The ‘onboard store’ concept emphasises the
airline’s ownership of the marketplace
inside the aircraft. Recreating that space as
a retail store allows an airline to gain
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revenue from ‘impulse’ and ‘captive spend-
ing’, monetising and capturing the
consumer behaviours of ‘impulse’ and
‘captivity’. The onboard store operates in a
strictly contained shopping environment
30,000 feet in the air. The ‘store’ has locked
doors with shoppers strapped inside for a
fixed amount of time, often with no
distractions, and often with plenty of idle
time. With the average consumer visit to a
supermarket at 20 minutes or above,
imagine the market potential of an onboard
store populated by shoppers on a two to
four hour flight.

A key aspect of capitalising on consumer
captivity is streamlining the purchasing
process. The current approach relies on the
flight attendant as the facilitator to the sale,
but the application of technology can shift
the sale to become more passenger-centric.
The most powerful onboard customer
experience is one that is focused on
passengers and highly relevant to their
immediate wants and needs. Products and
services sold onboard should center on
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consumers, where they are going and what
they are doing when they get there.

Airline passengers are among the greatest
consumers in the world. They are focused
shoppers with a strong appetite to
purchase. Business travelers are time-starved
and anxious to make the most of their
down-time in a new destination. Leisure
travelers are in the mindset of personal
indulgence and self-reward. Analysis shows
that 58 per cent of frequent flyers are high
income males and the majority of those (61
per cent) are in the 25-54 age bracket — that
with the highest purchasing potential.
About half of all travelers want to buy
destination-related items onboard and
leisure travelers are more likely to be brand
loyal with seven in 10 belonging to loyalty
programmes.

A wealth of information exists about the
purchase intent and habits of airline pass-
engers — available and accessible through
frequent flier program data or through
general demographic research, which
means there are ample opportunities to

“The question airlines
must resolve is not ‘to
sell or not to sell’ but
rather ‘what to sell and
how to sell it." Airline
travelers may be a
captive audience, but

nothing will compel
them to buy unless a
product or service is
presented to them

properly.”

personalise product and service offerings,
which can include: tickets to attractions
and events such as theme parks and
museums; ground transportation to and
from the airport; accommodation and
bookings at hotels, restaurants and spas;
travel packages for getaways; gifts and
souvenirs and in-flight entertainment.

CLIMBING ONBOARD

Because ancillary revenue development is
still relatively young and onboard retailing
still younger, decisions made today on
these opportunities can lead to clear com-
petitive advantages.

For LCCs, which already derive a
significant percentage of their operating
revenue from ancillary sources, the impor-
tance of a strong and effective onboard
retail presence is even more pronounced.
With the total onboard retail spend
estimated at between £2-3bn ($3-4bn) last
year, it is clear that there is much potential
in this area. LCCs competing with legacies
on the basis of fare price need a robust
onboard retail strategy — as well as efficient
overall ancillary revenue strategies — in
order to preserve their competitive edge.

The ‘onboard store’ may be a long way
from the traditional brick-and-mortar retail
experience, but with more airlines willing
to view passengers as consumers, the ‘store’
will increase its relevance in leaps and
bounds. The true value of passengers as
consumers is beginning to define the
airline marketplace. Will your airline be
ready to soar?
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