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ABOUT 0AG

Every day we at OAG help businesses across the world grow and innovate with access to
high-quality travel data. Our mission is to help the travel ecosystem thrive by capturing the
power of its data. Today’s complex and competitive industry is our biggest adventure yet. With
thousands of airlines and airports serving billions of travelers, the pressure is on from all sides:
passenger demand, consumer expectations, regulatory complexity, the experience econo-
my, and the drive for personalization. The propelling force in our industry has always been
ground-breaking technology. We're built on it - powering frictionless travel in a data-driven
world.

www.oag.com

THIS REPORT

Embracing our ethos of constant innovation and striving to serve the industry with valuable
insights, we have developed this comprehensive report on the System Transition in the Airline
Industry. We believe that understanding the intricate dynamics of today’s evolving airline in-
dustry is vital to staying ahead in this fast-paced environment.

This report serves as an analytical lens, focusing on the technological transformations that
are redefining the landscape of airline commerce. It is an extension of our mission, illuminating
the intricacies of the industry’s digital evolution and fostering an informed dialogue about the
opportunities and challenges it presents.

By drawing attention to these key transitions, we aim to equip stakeholders with the knowl-
edge to navigate the complexities of the modern travel industry and to seize opportunities
in the face of disruption. This endeavor reflects our commitment to delivering insights that
facilitate informed decision-making and drive the future of travel.


http://www.oag.com
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IN THE AIRLINE VALUE CHAIN,
THERE IS A MAJOR TRANSITION
TAKING PLACE.

At the moment, two systems are running
in parallel:

One is a historically-grown legacy sys-
tem that the industry has relied on for de-
cades. While it is still relatively strong and
necessary, this system was created for an
older generation of technology users and
is complete with outdated user interfaces
and limited flexibility. Some legacy compo-
nents in use today date back to the 1970s,
making them less functional in today’s
industry and presenting a possible risk
for data security and IT outages, see the
Southwest failure. Additionally, this sys-
tem can be challenging to update or re-
place when newer technologies emerge,
requiring significant effort and resources
to operate correctly. Finally, this legacy
system may not be able to integrate with
newer third-party software solutions that
airlines need to remain competitive in to-
day’s market.

Another is a modern, dynamic, and adap-
tive system that will enable a better future
for airlines and travelers alike. This modern
system offers improved usability, scalabili-
ty, and cost savings compared to its lega-
cy counterpart. It is designed with today’s
users (airlines) and end-users (travelers)
in mind - those who expect intuitive user
interfaces and features, such as customi-
zation options and detailed analytics. The
system runs on modern, cloud-native soft-
ware solutions that can easily integrate
with other business applications so airlines
can gain real-time insights into customer
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behavior or make decisions based on
data-driven analytics results. Finally, the
new system is easier to maintain than its
legacy counterpart, which can save airlines
time and money in the long run by avoiding
costly repairs or upgrades down the road.

TWO MAJOR TRENDS ARE
DRIVING THIS TRANSITION

This new system, which doesn’t just refer
to the airline industry’s IT infrastructure, as
we will explore later on, is driven forward
by two underlying trends that are closely
intertwined:

2 New technologies allow airlines to
offer products in more flexible ways.
One example is NDC (New Distribu-
tion Capability), which enables more
individualized inventory packaging
through indirect channels. However,
there are many more instances out
there, such as modern software solu-
tions that leverage machine learn-
ing and enable better techniques to
predict and serve traveler demand. A
company like Hopper, for example, an-
alyzes billions of historical price points
associated with flights to accurately
predict future air travel ticket prices.
In turn, such a company outperforms
the forecasting abilities of many air-
lines, which continue to use classical
ways of modeling passenger demand.

2 Changing customer needs is anoth-
er major trend. Nowadays, travelers
expect new products, such as CO2
offsetting and cancellation insuranc-
es, to be consistently available at the
click of a mouse. Today’s travelers are


https://customerthink.com/the-attack-of-the-legacy-systems-how-to-avoid-the-southwest-syndrome/
https://www.oag.com/hopper-case-study

used to buying everything they need
on Amazon with ease. The airline re-
tail experience, by comparison, feels
traditional and is ripe for evolution.
Customers expect to buy airline tick-
ets and related services with the same
convenience they find on other e-com-
merce platforms. This puts pressure
on airlines to enable better customer
experiences. On a similar note, travel-
ers are no longer willing to accept be-
ing stuck in airlines’ customer service
hotlines for hours in cases of flight
disruptions like cancellations to re-
book their flights or request reimburse-
ments. The digital traveler of today de-
mands immediate digital self-service.

A NEW BREED OF
TRAVEL TECH COMPANIES

Together, these trends have led to a rapidly
growing ecosystem of Travel Tech compa-
nies, many of which are startups, aiming to
own the end consumer via customer-fac-
ing mobile apps.

We will explore many of these big and
small tech players in more detail as part of
this report. Here is a sneak peak.

Most of these Travel Tech players are le-
veraging digital technologies, such as Ma-
chine Learning and Al, to serve customers
in ways the legacy system simply won't al-
low. These companies have set out to try
and untangle airlines from old, clunky tech
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systems. Instead, they want to provide
innovative software solutions that can rev-
olutionize how things are currently done.

More importantly, these tech companies
can leapfrog the entire airline industry to-
wards a modern, dynamic, and custom-
er-friendly system in near-exponential ways.

Overall, this accelerating transition is
transforming all major steps of the airline
value chain.

In fact, as we indicated earlier, it refers to
more than just the IT stack of the airline in-
dustry.

The system transition also affects how
physical aircraft are powered through the
air, as in the case of Sustainable Aviation
Fuel (SAF). This “technology” is increas-
ingly replacing conventional jet fuel amid
rising sustainability concerns among trav-
elers (and the public). Also, in this space,
a rapidly growing ecosystem of startups
and innovative corporations is pushing for
progress.

However, the system transition predom-
inantly focuses on the customer-facing
(retail-) side of the airline business. How
flights are offered, packaged, sold, and also
re-booked in cases of flight disruptions is
changing dramatically, which will benefit
airlines and travelers alike. The way data is
shared among major industry stakeholders
like airlines and airports is also transform-
ing rapidly, enabling a more seamless trav-
el journey.


https://www.oag.com/blog/jet-fuel-price-pressure-saf-levy
https://www.oag.com/blog/jet-fuel-price-pressure-saf-levy
https://www.sustainable.aero/saf-study
https://www.sustainable.aero/saf-study

AIRLINES ARE CAUTIOUS
GIVEN CHALLENGES

As a whole, the aviation industry has a
natural risk aversion. Given this, airlines re-
main hesitant to fully move away from the
legacy system. This is mainly due to the
misconception that said system provides
greater stability since it has existed for a
long time.

Nasly Yoosuf

The airline industry has long been a
low-margin business which is unlikely to
change anytime soon, despite U.S. airlines
expecting to generate a record profit of
1 USD per passenger in 2023. Therefore,
airlines often approach radical transforma-
tion efforts with caution. They navigate a
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complex landscape with factors beyond
their control, always prioritizing passenger
safety above all. For industries like aviation,
where human lives are paramount, signif-
icant change often necessitates cautious
initial investments, as the imperative isn’'t
just immediate payoffs.

As 2023 progresses, it's evident that
there’s a growing momentum in the air-
line industry to accelerate transformation.
While some airlines are advancing faster,
recent |IT outages suggest that the per-
ceived stability of legacy systems might
be a misconception.

Cynics have started labeling the depen-
dency of airlines on legacy systems the
“Southwest Syndrome.” As time marches
on, this syndrome is affecting other air-
lines around the world. The legacy sys-
tems currently running will continue to
be stress-tested in unprecedented ways,
especially with rising numbers of air trav-
elers in the future. On top of this, external
shocks, such as extreme weather events
and labor strikes, will likely lead to more un-
expected disruptions of airline operations
on a more frequent basis. In turn, these dis-
ruptions will demand more agile systems.
Given this, the timing is ripe for airlines to
embrace a new system with a more robust
technology stack.

The benefits that come with these systems
will lead to not only better-performing op-
erations but also happier customers.


https://centreforaviation.com/news/iata-airline-industry-to-record-profit-of-usd1-per-passenger-in-2023-1187649
https://centreforaviation.com/news/iata-airline-industry-to-record-profit-of-usd1-per-passenger-in-2023-1187649
https://customerthink.com/the-attack-of-the-legacy-systems-how-to-avoid-the-southwest-syndrome/

THE RIGHT OFFER
AT THE RIGHT TIME

This paradigm shift towards “Airline Retail
of the Future” will ultimately enable a new
system, which can be best described as

Travel Done Right: Creating the right of-
fer at the right time

What do we mean by this? Here’s one con-
crete example related to this transition,
which is specifically tied to airline ticket
sales:

Old System: For the longest time, airline
tickets and respective ancillary add-ons,
such as extra legroom and additional bag-
gage allowance, were historically offered
by airlines at one or two pre-defined touch-
points during the travel journey. This hap-
pened when people booked their flights
(online or in-person) or when speaking to
an airline agent at the check-in counter.
The available buying options were limit-
ed, defined by existing rules in the indus-
try, such as existing network agreements

Travel-Done-Right
Creating the right offer at
the right time

OLD System
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between airlines. This meant travelers
could only choose from a limited combina-
tion of flight legs.

New System: However, since the on-
set of the Travel Tech Transition, air travel
tickets and ancillary services can now be
purchased more flexibly during the entire
travel journey. This can happen when trav-
elers are at the gate, as in the case of seat
upgrades via Plusgrade. As well, it can take
place in fully flexible combinations, such
as across airlines without a network agree-
ment, which is the case when it comes
to Virtual Interlining. The same is true for
more flexible payment schemes, such as
buy-now-pay-later models, which were
unavailable to customers just a few years
ago.

There are many more examples like this
that we want to explore in more detail.

And they will become much more obvious
and important given that the transition to-
wards “Travel Done Right” is just getting
Started.

NEW System



https://www.plusgrade.com/
https://www.oag.com/blog/virtual-interlining-rebooting-self-connection-model

THE OUTLOOK FOR WHAT'S
T0 COME

At present, many in the industry still strug-
gle to see the benefits of this new system
or struggle with other challenges, while
others simply don't have the financial
means to kick off the transition. Given this,

we want to explore the “Travel Done Right”

transition in a structured way with con-
crete examples and use cases.

For this, we will analyze the system tran-
sition along five major airlines’ (primary)
business activities.
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In each category, a growing number of
startups and tech players are disrupting
the legacy system, leading to newer, more
flexible, and customer-friendly ways of do-
ing business.

Data is what ties all of these emerging
software providers together.

So,in the OAG spirit - as we build the bridge
for many of these emerging companies to
effectively work together with our own data
services - we will focus on presenting the
startup prodigies with the most advanced
data capabilities in each segment.
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1 THE EVOLUTION OF AIRLINE
REVENUE MANAGEMENT:
THE IMPACT OF EMERGING
TECHNOLOGIES
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From OLD to NEW — The Transition in the Airline Business

The airline industry is experiencing a
massive overhaul, transforming its value
chain to embrace new technologies and
shifting customer expectations. This shift
is critical in order to scrap outdated and
clunky legacy systems that create head-
aches for staff and passengers alike.

Now, airlines are moving towards more flex-
ible, real-time, and future-ready cloud-na-
tive solutions.

Why start with revenue management?

Revenue management is a critical com-
ponent of how airlines make money. From
pricing to inventory control, revenue man-
agement plays a critical role in ensuring
that airlines maximize their profits. As the
industry shifts, it’'s only natural that this
crucial function will get a refresh.

Let’s discover how cutting-edge techno-
logical solutions that enhance capacity

Future Airline Retail

Creating the right offer
at the right time
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optimization, customer segmentation,
pricing strategies, and forecasting accura-
cy are becoming increasingly important for
airlines to gain a competitive edge.

In this chapter, we will explore how this
transition affects the revenue manage-
ment of airlines. Here’s what we will do:

> Briefly explain what revenue manage-
ment is and lay out how the airline
industry has played a role in shaping
this topic over the past few decades.

> Explore the future of airline revenue
management and its transition to-
ward continuous pricing that lever-
ages the power of real-time data.

2 Present some of the most exciting
emerging tech companies that are
driving the evolution of next-gen reve-
nue management.

Revenue Management

From Dynamic Pricing to
to Continuous Offers
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FOR NEWBIES: WHAT IS REVENUE
MANAGEMENT?

Airlines’ revenue management role is to
analyze and forecast the demand for each
flight and set prices accordingly.

This job involves using complex statisti-
cal models and historical data to forecast
the demand for each flight and then set-
ting optimal prices for each seating class.
Modern revenue management systems
consider not only historical data but also
future data. Future data can include a va-
riety of different sources, such as social
media activity, search and weather data.
By analyzing this data in real-time, airlines
and their pricing algorithms can gain a
more comprehensive understanding of
customer demand and market conditions,
and adjust pricing and inventory levels
even better.

The result of this process is a finely tuned
pricing strategy that fills as many seats as
possible without risking over- or under-
booking. This helps airlines optimize their
revenues by selling more seats at higher
prices during peak periods and selling
fewer seats at lower prices during off-peak
periods.

In a nutshell, revenue management plays
a critical role in the financial success of
airlines, helping them increase revenue,
reduce costs, and maximize profitability.
With robust data feeds that allow real-time
pricing adjustments on the fly, airlines can
better manage their resources and stay
competitive.

TRAVEL TECH REPORT 2023

THE ROLE OF DYNAMIC PRICING

Dynamic pricing has long been a key com-
ponent of revenue management for air-
lines. It allows them to adjust prices based
on changes in demand and other market
factors.

For airlines, dynamic pricing means that
ticket prices can change frequently based
on various factors, such as adjustments in
capacity and flight frequencies, competi-
tors’ routing, time of day, day of the week,
seasonality, and even the weather. For ex-
ample, if demand for a particular flight is
high, the airline may increase the price of
the remaining seats to maximize revenue.
Conversely, if demand is low, the airline
may lower the price of the remaining seats
to attract more customers.

Dynamic pricing helps airlines achieve a
more optimal balance between supply and
demand. By constantly adjusting prices
based on market conditions, airlines can
maximize their revenues and fill as many
seats as possible. This is especially import-
ant in the highly competitive airline indus-
try, where profit margins are often slim and
demand can fluctuate rapidly.

AIRLINES AS THE “PERCEIVED"
INVENTORS OF DYNAMIC PRICING

While airlines did not invent the concept of
dynamic pricing per se, the airline industry
was one of the first to adopt dynamic pric-
ing on a grand scale. Many consider air-
lines to have been at the forefront of mak-
ing revenue management what it is today.
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Here is how it all went down:

2 American Airlines is often credited with 2 Inthese early days of revenue manage-

having pioneered the use of revenue
management techniques in the airline
industry with the development of the
“Super Saver” fare in 1978. This was a
discounted fare that was available only
under certain conditions, such as ad-
vance purchase and minimum stay re-
quirements.

Also, other airlines like SouthWest, Lak-
er Airways, and even People Express
were among the early adopters of dy-
namic pricing and helped to popularize
the concept in the airline industry. Peo-
ple Express, for.instance, introduced a
new pricing strategy called the “Peo-
ple’s Express Grab Bag,” which offered
discounted fares to customers willing
to accept a seat assignment at the last
minute.

ment, airlines would manually adjust
prices based on factors such as time
of day, day of the week, and seasonali-
ty. This sounds basic but was a revolu-
tionary pricing approach back then.

2 In the 1980s, airlines began to use
more sophisticated computer sys-
tems to manage their dynamic pricing,
which allowed them to make more ac-
curate and timely adjustments based
on changes in demand.

So, while airlines did not invent dynam-
ic pricing, they have been instrumental in
popularizing and refining the practice, and
it has become an essential component of
their revenue management strategies.



https://www.slideshare.net/kuzu11/airline-revenue-management
https://www.latimes.com/archives/la-xpm-1986-11-30-tr-70-story.html
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TODAY'S STATE OF REVENUE
MANAGEMENT

While the airline industry pioneered pric-
ing and revenue management, many leg-
acy airlines have struggled to keep up
with more recent innovations. Some critics
even argue that airline revenue manage-
ment has stagnated and is still stuck in the
late 1990s. However, the truth is that it is
less about the complacency of airlines and
more about legacy systems, data silos, and
other challenges making it increasingly dif-
ficult for these airlines to stay ahead of the
curve.

As a result, many airlines now face the
challenge of updating their systems and
processes to keep pace with rapidly
changing market conditions and emerging
technologies.

In fact, IATA itself admits that the industry
is still relying on major breakthroughs from
the pastin orderto price today’s flights and
ancillary products. Here’s an example: the
amount that a customer pays for a fight is
still predominantly calculated through the
application of predetermined static price
points that limit inventory allocations us-
ing 26 booking classes. In other words, the
majority of airlines have not yet unlocked
the full spectrum of real-time insights into
their pricing engines.

e

Sehastian Touraine
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THE FUTURE OF REVENUE
MANAGEMENT

Airlines have been slow to adopt the latest
technologies in revenue management. As
a result, the airline industry as a whole is
facing mounting pressure to upgrade its
revenue management systems.

As Fortune describes, currently, most
prices are still set by humans. And price
analysts can spook easily and lower pric-
es if there is a concern about a low load
factor, which is one of the key metrics air-
lines keep an eye on to determine the per-
centage of available seats that could have
been filled by passengers.

With this being said, today’s mostly “static”
revenue management systems and pro-
cesses must be replaced by modern re-
tail-oriented offer management systems.
This is a crucial moment for airlines to fig-
ure out how to stay competitive in an ev-
er-changing landscape.

How exactly?

The future of revenue management in the
airline industry will be shaped by Al-related
technologies that allow airlines to capture
and analyze big data in real-time and au-
tomate pricing decisions—a process often
referred to as continuous pricing.


https://fortune.com/2023/01/31/tech-forward-everyday-ai-airline-industry-fuel-consumption-food-waste/
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FROM DYNAMIC TO CONTINUOUS
PRICING

Continuous pricing refers to the practice
of adjusting prices dynamically and con-
tinuously in real-time based on changes in
demand, supply, and a plethora of external
market factors. This approach to revenue
management is more fluid than traditional
revenue management techniques, which
rely on fixed pricing structures and period-
ic adjustments.

IATA public statement

Continuous pricing represents a funda-
mental shift in revenue management, en-
abling airlines to maximize the value of
each transaction by making precise pric-
ing decisions based on real-time data and
market conditions. To achieve this, airlines
need to overcome the challenge of manag-
ing data flows from multiple sources, while
ensuring accuracy by removing anomalies
and inaccuracies. Building sophisticated
revenue management systems is crucial to
implementing continuous pricing, enabling
airlines to offer more targeted and relevant
products and services to their customers.
This is particularly important in liberating
clients from the constraints of legacy fare
filing and traditional inventory controls,
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clearing the way for true real-time pricing
and offer management. By embracing con-
tinuous pricing and optimizing their rev-
enue management systems, airlines can
increase their competitiveness and con-
version rates, ultimately driving profitability
and success in a fast-changing market.

The COVID-19 pandemic has proven how
important the transition towards real-time-
based continuous pricing is. Travel restric-
tions and reduced demand have made it
more difficult for airlines to rely on histori-
cal data to forecast future demand and set
prices accordingly. Unfortunately, many
airlines could not deal with the rapid and
unforeseen changes in consumer demand
patterns. This has resulted in widespread
industry frustration with legacy revenue
management systems. The exasperation
has shifted from a steady drip into an open
faucet of discontent, as Cole Wrightson,
Chief Product Officer at Flyr, concludes.

“The need for adaptive, more modern
systems has become so great that some
airlines have completely turned off their
legacy systems and opted to manage
everything manually, just to survive. The
inconsistency between year-over-year
demand patterns and the increased fre-
quency of schedule and capacity changes
invalidate many of the outdated assump-
tions upon which legacy revenue man-
agement systems are built”

In order to ward off further frustration,
continuous pricing must become the new
base level of revenue management sys-
tems. However, the question arises as to
which technologies will help this dream
come true.

Let’s take a look.


https://skift.com/2022/05/26/executive-qa-navigating-the-future-of-revenue-management-for-airlines-and-beyond/
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The Evolution of Airline Revenue Management
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Initial breakthrough

Dynamic Pricing

Fares change frequently
5 ; along pre-defined price
Static Pricing 3 points based on the
: time of day, day of the
week, seasonality, and

Fares are generally the 3 other factors.
same for a particular ‘

route, regardless of the

time of day, day of the

week, or season.

THE TECHNOLOGIES NEEDED FOR
CONTINUQUS PRICING

New Distribution Capability (NDC) plays,
arguably, the most critical role in enabling
continuous pricing for airlines. This tech-
nology provides a standardized framework
for distributing dynamic pricing and per-
sonalized content to customers through
third-party channels—more on that in our
next chapter.

Following the publication of the IATA Dy-
namic Offer Creation white paper in Octo-
ber 2018, IATA has been leading the tran-
sition towards the next era of pricing as
part of the larger movement towards fully
dynamic offers. As the name spells out, the
latter not only refers to dynamic price de-
termination but a fully flexible bundling of
airline products, aka content, whose offers
present real-time construction characteris-
tics in response to shopping requests and
their respective contexts. For more informa-
tion, check out IATA's Dynamic Offers-Ma-
turity Model, which provides great insights.
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Continuous Pricing

Fares change in real-time
without pre-filed fares
and rules based on
constant changes in
demand and other
factors, such as weather,
shopping context or
competitor pricing.

Next breakthrough

From a broader technology perspective,
three emerging tech advancements will
take revenue management to the next
level of continuous offers. These advance-
ments enable airlines and their given reve-
nue management systems to change pa-
rameters on the spot. In doing so, airlines
can overcome the irrelevance of historical
sales data for demand forecasting. This
can be further enhanced using more so-
phisticated statistical tools.

Artificial Intelligence (Al): Al can revolu-
tionize revenue management by allowing
airlines to analyze vast amounts of data
in real-time and make more accurate pre-
dictions about demand and pricing. Al can
also help airlines automate pricing deci-
sions and optimize revenue in real-time.
Al enables airlines to cross-sell, upsell and
serve in the moment of need. This tech-
nology will empower customer interaction
and lead to a digital-first future in which
the right offer is created at the right time.

Machine learning: Machine learning (as
part of the broader Al terminology) can


https://www.iata.org/contentassets/0688c780d9ad4a4fadb461b479d64e0d/iata-dynamic-offers-brochure_airs2019.pdf
https://www.iata.org/contentassets/0688c780d9ad4a4fadb461b479d64e0d/iata-dynamic-offers-brochure_airs2019.pdf

17

help airlines analyze data patterns and
make predictions about future demand
and pricing through the correlation of data
inputs, pricing decisions, and revenue per-
formance. Deep learning technology is
needed to contextually analyze data for
more optimal pricing and revenue strate-
gies, and more accurate forecasting. This
technology can also personalize pricing
and promotions based on a customer’s
past behavior and preferences. Algorith-
mic forecasting continuously infuses data
and interprets it through machine learning
without requiring the intervention of reve-
nue managers.

Internet of Things (loT): The loT can pro-
vide airlines with even more real-time data
on everything from flight delays to cus-
tomer preferences, which can be used to
improve revenue management decisions.
For example, by using loT sensors to moni-
tor weather conditions in real-time, airlines
can adjust pricing and inventory levels in
response to weather-related changes on
demand. Also, sensors in airports can pro-
vide data on delayed apron operations,
for example, as offered by Assaia, which
helps revenue managers adjust pricing in
real-time.

As all of these technologies demonstrate,
the future of revenue management is an
important strategy that will enable airlines
to sell the right seat to the right custom-
er at the right time and price. This is only
possible with an ever-increasing amount
of data spanning beyond booking data,
competitor flight schedules, and pricing,
for instance, via incorporating information
from capital markets, oil futures, and oth-
er economic indicators that influence the
market. All this data must then be analyzed
and processed in real-time for accurate
decision-making.
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ARE AIRLINES PREPARED T0
INVEST IN THE FUTURE OF
REVENUE MANAGEMENT?

As time progresses, more and more air-
lines are realizing it's time to switch things
up. In fact, many airlines have already in-
vested heavily in the development of so-
phisticated Al-driven systems that better
forecast demand and manage inventory
and pricing.

Here are a few concrete examples:

2 One example is SAS, whose advanced
revenue management system, in part-
nership with Amadeus, is based on a
new revenue forecast model that ap-
plies live sales data. This technology
improved the airline’s demand fore-
casting ability by 30%, as the carrier
explained in a case study.

2 Another example is Lufthansa, which,
in 2019, partnered with travel booking
app-Hopper, to leverage their Al and
machine learning capabilities for more
accurate predictions about flight prices.

2 AirAsia also reconfigured its tech stack
to operate more efficiently by herald-
ing more forward-looking data anal-
ysis via its collaboration with- Kambr.

2 JetBlue's partnership with FLYR Labs
has brought a host of revenue optimi-
zation opportunities for the airline.

2 Azul Airlines has partnered with Fetch-
err, another emerging Travel Tech
provider, to pilot demand prediction
via Fetcherr’s Algo pricing platform.


https://assaia.com/
https://fortune.com/2023/01/31/tech-forward-everyday-ai-airline-industry-fuel-consumption-food-waste/
https://fortune.com/2023/01/31/tech-forward-everyday-ai-airline-industry-fuel-consumption-food-waste/
https://amadeus.com/en/insights/case-study/sas-benefits-from-innovative-airline-revenue-management-forecasting#modal-470773625
https://www.futuretravelexperience.com/2019/01/lufthansa-announces-partnership-with-hopper-ai/
https://www.futuretravelexperience.com/2019/01/lufthansa-announces-partnership-with-hopper-ai/
https://www.prweb.com/releases/airasia_aims_for_streamlined_revenue_management_data_science_processes_with_kambr_s_eddy_software/prweb17675847.htm
https://simpleflying.com/jetblue-artificial-intelligence/?newsletter_popup=1
https://www.prnewswire.com/news-releases/azul-airlines-partners-with-fetcherr-to-pilot-demand-prediction-and-algo-pricing-platform-301635842.html
https://www.prnewswire.com/news-releases/azul-airlines-partners-with-fetcherr-to-pilot-demand-prediction-and-algo-pricing-platform-301635842.html
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2 And many other airlines launched
similar initiatives as this Georgia Tech
study explains; Etihad, for instance,
partnered with Sabre to better incor-
porate live shopping data into their
pricing engines; Alaska Airlines incor-
porated real-time insights of travelers
looking for vaccine information into
their forecasting models; and Air Can-
ada, United, and Qatar have all placed
a much greater focus on Al-driven con-
tinuous pricing over the past few years.

However, the implementation of new tech-
nologies can be complex, and it requires
a significant long-term investment in de-
velopment, infrastructure, and personnel.
The integration of new technologies into
an airline’s revenue management system
requires changes to existing business
processes and staff training, alongside
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potential software integrations. Another
challenge airlines face in implementing
new revenue management technologies
is the upfront cost. Many technology sup-
pliers do not offer risk-sharing options,
making it difficult for airlines with limited
resources to invest in unproven technolo-
gies with uncertain ROI.

Airlines also continue to face challenges
related to data management, as capturing
and analyzing large amounts of data from
multiple sources accurately to feed its al-
gorithms can be a complex and time-con-
suming process. Additionally, some airlines
have faced resistance from within or from
other stakeholders who are concerned
about privacy and data security issues. As
well, the introduction of Al-based revenue
management demands new skills, espe-
cially from revenue managers.



https://www.transportation.northwestern.edu/docs/2022/20220504_garrow-rm-workshop.pdf
https://www.transportation.northwestern.edu/docs/2022/20220504_garrow-rm-workshop.pdf
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In the ever-evolving world of airline reve-
nue management, partnerships with tech
companies are becoming increasingly
vital. Data-savvy tech firms have proven
exceptionally beneficial in helping airlines
transform their outdated systems.

LEADING REVENUE MANAGEMENT
STARTUPS

Through collaborations with emerging
tech players, airlines can leverage the lat-
est technologies and expertise on the mar-
ket without having to build and maintain
these capabilities in-house.

Additionally, collaboration with such com-
panies can provide airlines with access to
innovative solutions and fresh perspec-
tives on revenue management. Startups,
especially, are often more agile and able
to adapt more quickly to changes in the
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market, which can be an advantage for the
fast-moving airline industry.

As a starting point for airlines to get a
high-level understanding of the growing
revenue management tech landscape, be-
low is a ranking of ten of the most promis-
ing revenue management travel tech com-
panies.

Disclaimer:

The ranking system was created by taking
into account the total amount of Venture
Capital raised and the latest media atten-
tion each company has received. Unfor-
tunately, we were unable to consider fi-
nancial metrics such as revenue or client
count for this ranking. Therefore, please
take this ranking with a grain of salt and
keep in mind that it may not be a compre-
hensive representation of each company’s
success.

Ranking

The Emerging Airline Revenue Management Tech Players
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Overall, there is a growing number of start-
ups offering innovative solutions for reve-
nue management in the airline industry. By
partnering with these companies, airlines
can leverage cutting-edge technologies to
improve their revenue management strat-
egies and stay competitive in the market.

Data is what ties all of these emerging
software providers together.

The Al and machine learning capabilities
of these companies can help airlines im-
prove their revenue management systems
and optimize pricing strategies in real-time.

However, there is still more that needs to
be done in order to create a truly continu-
ous pricing environment.

As previously mentioned, one of the most
promising technologies for achieving
this goal is NDC, a standardized data ex-
change protocol that enables airlines to
provide more personalized and dynamic
offers to customers. By leveraging NDC,
airlines can offer tailored products and
services to individual customers based on
their preferences and behavior. In turn, air-
lines can adjust prices in real-time to max-
imize revenues.



https://www.oag.com/flight-data-sets
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2 THE NEW DISTRIBUTION
CAPABILITY (NDC) JOURNEY:
REDEFINING AIRLINE COMMERCE
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Framework

From OLD to NEW — The Transition in the Airline Business

The airline industry is in the midst of a pro-
found technological transformation, with
new innovations and disruptions reshaping
how airlines do business. At the forefront of
this transition is New Distribution Capabil-
ity (NDC), a new data exchange protocol
that promises to revolutionize how airlines
distribute and sell their products.

NDC represents a major step forward,
particularly for next-gen revenue manage-
ment, enabling airlines to offer more per-
sonalized and dynamic offers to custom-
ers and optimize pricing and inventory in
real time. The ultimate goal is to provide
the right products at the right time—a
promising and transformative vision that
the industry is eagerly working towards.

In this chapter, we'll delve into the exciting
world of NDC and explore how it is trans-
forming the airline industry as we know it.

Future Airline Retail

Creating the right offer
at the right time
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Specifically, we will explore the following
key aspects of NDC and its impact on the
airline industry:

2 Review the progress made in imple-
menting NDC across the industry.

2 Examine the challenges that have hin-
dered NDC adoption so far.

2 Highlight real-world airline use cases
demonstrating how NDC revolutioniz-
es airline retail.

2 And finally, provide an overview of the
top NDC-focused Travel Tech startups
that airlines, travel agencies, Global
Distribution Systems (GDSs), Online
Travel Agencies (OTAs), and corporate
travel managers (TMCs), should con-
sider for potential collaborations or in-
tegrations.

Distribution
From GDS-led distribution to NDC

ofg tec  )»VERTEIL
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Overview

The Major Benefits of New Distribution Capability (NDC)

QUICK RECAP:
THE HISTORY OF NDC

NDC traces its roots back to 2012 when
the International Air Transport Associa-
tion (IATA) first introduced the concept
as a response to the evolving needs of
both airlines and passengers. The under-
lying motivation for NDC was to address
the limitations of the “indirect” booking
flow, in which GDSs were responsible for
building offers from various pieces of flight
content, including availability from an air-
line’s Computer Reservation System (CRS),
rates from air price repository ATPCO, and
schedules from third-party databases like
ours at OAG.

As illustrated by Altexsoft, the NDC ap-
proach was meant to empower airlines to
regain control over their products, creating
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dynamic packages of ancillaries, and en-
abling them to adjust offers based on cur-
rent market demand and customer pref-
erences, rather than relying solely on the
capabilities and limitations of GDSs.

The airlines to first.adopt NDC were
Lufthansa, British Airways, American Air-
lines, and Iberia. The initiative aimed to ad-
dress the limitations of legacy distribution
systems and enable more effective com-
munication between airlines, travel agen-
cies, and consumers.

HOW DOES NDC WORK
SPECIFICALLY?

NDC is a communication protocol based
on XML (eXtensible Markup Language),
which standardizes the way airlines and
travel industry partners exchange data.

Better Customer

Enhanced Revenue Targeting and

Development
of New Offers

Optimized
Distribution Matrix

Optimized Payment
and Fulfilment

NDC enables the
increased sales of
ancillaries and fare
families, along with
providing rich product
descriptions for a more
comprehensive customer
experience.

Management

NDC leverages
contextualized shopping
data, allowing for
improved demand
forecasting, customer
segmentation, and
targeted marketing
efforts.

NDC facilitates the
creation of new
channels, partnerships,
and commercial
opportunities,
broadening the scope of
distribution possibilities
for airlines.

Engagement

With NDC, airlines can
offer customized
experiences and
corporate bundles,
effectively engaging both
anonymous and known
users, and boosting
loyalty conversion rates.

NDC streamlines
payment by supporting
alternative forms,
enhancing fraud
prevention, increasing
conversion rates, and
simplifying settlement
procedures.



https://www.atpco.net/
https://www.altexsoft.com/blog/travel/new-distribution-capability-ndc-in-air-travel-airlines-gdss-and-the-impact-on-the-industry/
https://www.traveldailymedia.com/ndc-in-air-travel/
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XML is a markup language that allows for
structured, organized, and easily readable
data. This standardized format ensures
that all parties in the distribution chain
can understand and process the informa-
tion being exchanged, regardless of the
specific systems they use.

Additionally, NDC leverages Application
Programming Interfaces (APIs) to facili-
tate data exchange between airlines, travel
agencies, and other industry partners. APls
are sets of rules and protocols that allow
different software applications to commu-
nicate with each other. Through APlIs, air-
lines can directly connect their inventory
and reservation systems with travel agen-
cy platforms or other distribution channels,
bypassing the need for intermediaries like
Global Distribution Systems (GDSs). As
well, airlines using APIs can share their
product offerings directly from the airline
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Passenger Service Systems (PSS) to a
B2B platform or Airline Agent Portal/OTA,
which many consider to be a significant
advancement over the legacy EDIFACT
protocol that has been in use for the past
40 years.

In summary, the combination of XML and
APl-based communication, enhanced by
third-party data providers like ourselves at
OAG, allows for richer content, personal-
ization, and dynamic pricing in the airline
distribution process.

THE ADOPTION OF NDC

Over the past few years, NDC has evolved
significantly.

In 2015, IATA launched the NDC Certifica-
tion Program, which established a set of
standardized guidelines and protocols for

Transition

The Evolution of New Distribution Capability (NDC)

Optimization

Industrialization

Ongoing innovation,
development and
enhancement of NDS
content and solution

Experimentation
Building and deploying
industrialized solutions

4
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]
Q

E

Q

[a)]

z

Ideation

Testing and
development of NDC

Creation of the IATA
NDC Standard

2011-2012 2014-2018 2019-2023



https://triometric.net/what-is-xml/
https://www.youtube.com/watch?v=4Ue6wjjcC0E
https://www.altexsoft.com/glossary/passenger-service-system-pss/#:~:text=A%20Passenger%20Service%20System%20or,operations%20from%20ticketing%20to%20boarding.
https://amadeus.com/en/insights/blog/ndc-is-here-and-ready-to-go
https://amadeus.com/en/insights/blog/ndc-is-here-and-ready-to-go
https://www.oag.com/travel-technology
https://www.iata.org/contentassets/6de4dce5f38b45ce82b0db42acd23d1c/guide-ndc-registration-certification-program.pdf
https://www.iata.org/contentassets/6de4dce5f38b45ce82b0db42acd23d1c/guide-ndc-registration-certification-program.pdf
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NDC implementation. This program has
been instrumental in fostering widespread
adoption, as it ensures consistency and
compatibility across different systems and
stakeholders.

Since then, NDC has garnered the support
of numerous airlines, technology providers,
data providers, travel agencies, and even
GDSs, with all of these key industry players
actively participating in its adoption and
promotion, especially since the onset of
the pandemic.

Interestingly, the involvement of GDSs (and
also data providers like OAG) in the adop-
tion of NDC has turned out to be much
more inclusive than initially anticipated.
Early on, many experts predicted that NDC
would cause GDSs and data providers to
vanish as intermediaries between airlines
and travelers. However, this has not been
the case. Instead of being sidelined, tech-
nology intermediaries have taken on cru-
cial roles in the NDC adoption process.
Ultimately, NDC has fostered a far more
collaborative approach among industry
stakeholders than initially envisioned.

As a result of this collaborative approach,
NDC adoption has gained significant mo-
mentum. IATA reported that, as of April
2021, the number of NDC certifications
across airlines, IT providers, and sellers
had grown by 18% year-over-year, achiev-
ing the organization’s self-set target of
20% NDC bookings by mid-2021.

As the initiative gained momentum, the
range of NDC-enabled solutions expand-
ed, with a growing number of companies
offering innovative tools and services that
leverage the capabilities of this new data
exchange protocol.
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MANY INDUSTRY STAKEHOLDERS
ARE COMMITTED TO NDC

To drive forward the development of NDC,
most industry stakeholders have actively
participated and collaborated to establish
NDC as the go-to IT standard across the
industry.

These parties include:

Most major airlines have embraced NDC
and are working on integrating it into their
distribution strategies. They have recog-
nized the potential of NDC to enhance
their offerings and improve revenue man-
agement. As of today, more than 60 airlines
worldwide are NDC certified. While there
are hundreds of airlines globally, it’s note-
worthy that these 60+ NDC-certified car-
riers include a diverse range of both large
and smaller international airlines. This un-
derscores the growing potential of NDC
across the industry, acknowledging the
importance of all airlines in shaping the fu-
ture of travel distribution.

Key Global Distribution Systems (GDSs)
like Amadeus, Sabre, and Travelport have,
after some initial hesitation, progressively
embraced NDC and started developing
solutions that support the new protocol.
These companies have been investing in
the necessary infrastructure and technolo-
gy to facilitate the adoption of NDC by their
travel agency partners and airline custom-
ers. However, GDSs continue to have a
special relationship with NDC, which we
will explain in more detail below.

Technology providers such as Farelogix,
Datalex, and IBS Software have played a


https://www.airlines.iata.org/analysis/creating-value-for-airlines-through-retailing
https://www.airlines.iata.org/analysis/creating-value-for-airlines-through-retailing
https://www.airlines.iata.org/analysis/creating-value-for-airlines-through-retailing
https://www.phocuswire.com/what-s-next-for-airline-distribution-and-IATA-NDC
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significant role in the development of NDC
by creating the technology platforms and
tools that enable airlines and travel agen-
cies to leverage the new protocol. These
technology providers have designed solu-
tions that support NDC’s advanced data
exchange capabilities, allowing for im-
proved personalization and dynamic pric-

ing.

Data providers play a crucial role in the
NDC ecosystem by offering trusted, and
accurate global datasets. We at OAG,
for example, supply and streamline flight
schedules. Fare data aggregators enable
the process of integrating with airlines by
ensuring that data is presented in a unified
format, validated, and up-to-date. All these
data companies remove time constraints
that airlines may face in their development
pipelines, allowing for a more efficient
NDC rollout. By working with data pro-
viders like us, industry stakeholders can
more effectively navigate the complexities
of NDC implementation and benefit from
a reliable and accessible data source. We
enable stakeholders to access airline data
at scale, providing a comprehensive and
streamlined solution, rather than relying on
a time-consuming and resource-intensive
one-to-one approach with individual air-
lines.

Major travel agencies and aggregators,
including Expedia, Booking.com,and CWT,
have also embraced NDC, recognizing the
opportunities it presents to enhance their
services and provide a more seamless cus-
tomer experience. By adopting NDC, these
companies are better positioned to offer
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personalized and dynamic offers to their
customers, leading to increased satisfac-
tion and loyalty. Skyscanner, for example,
has applied NDC to its metasearch con-
cept and, as a third party, connects airlines
to agencies, OTAs, and customers via its
NDC solution to enable direct bookings.
Skyscanner was the first major search
engine that jumped on the NDC standard
plane. In turn, the company has offered
end-customers an improved booking ex-
perience where the user has the most in-
formation while broadening airlines’ cus-
tomer reach. Since then, other OTAs, such
as Kayak and Hotwire, have also started
offering their own NDC solutions.

However, despite all of this great commit-
ment, participation is far from complete,
with an estimated 80% of all bookings still
not NDC-enabled today.

In particular, travel agencies struggle with
adopting NDC more quickly. According to
a 2022 Phocuswright survey among travel
agency employees, only 7% were familiar
with NDC and using it, while the remaining
93% either had no access to NDC content
or they were not familiar yet with the tech-
nology.

These stats illustrate the untapped poten-
tial for NDC in the future, especially since
industry-wide participation in NDC is mis-
sion-critical to enable consistency and in-
teroperability.

This brings us to some of the key challeng-
es NDC has been facing over the past few
years.


https://www.oag.com/airline-schedules-data
https://www.oag.com/airline-schedules-data
https://www.thinktur.org/media/Skyscanner_FutureofAirlineDistribution_DigitalDownload.pdf
https://www.altexsoft.com/blog/ndc-technology-for-airlines/
https://amadeus.com/en/insights/press-release/amadeus-kayak-renew-expand-commitment-to-deliver-fast-quality-online-flight-comparison-experience
https://www.altexsoft.com/blog/travel/new-distribution-capability-ndc-in-air-travel-airlines-gdss-and-the-impact-on-the-industry/
https://www.phocuswire.com/what-agencies-need-know-future-travel-retailing
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The Challenges Holding Back Faster NDC Adoption
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| Technical | Human |

Lack of standardization

Fragmentation across
distribution

WHAT'S HOLDING NDC BACK?

While NDC has made considerable prog-
ress, its overall adoption over the past
ten years has been slower than initially
anticipated. IATA reported in June 2022
that 10% of all indirect sales were made
through an NDC API. While this adoption
is a significant uptake compared to the
previous year when only 5-6% of indirect
sales were NDC-enabled, the stats show
that NDC adoption is still in its infancy.

Why is this the case despite the indus-
try-wide commitment that has been going
on for over a decade?

There are several factors and challenges
that have contributed to this.

Let's go through each category in a bit
more detail.

Legacy Systems

Resistance to change Need for Training

LEGACY SYSTEMS

The airline industry relies heavily on com-
plex, deeply entrenched legacy systems,
making it difficult for companies to switch
to a new protocol like NDC. These complex
and long-established systems often form
the backbone of airlines’ operations, mak-
ing it challenging for companies to tran-
sition to an innovative protocol like NDC.
The shift necessitates not only a signifi-
cant investment of time and resources (the
industry will likely need to spend between
$3 billion and $15 billion over the next ten
years) but also demands technical exper-
tise to navigate the complexities of inte-
grating NDC with existing systems.

Additionally, certain unresolved challeng-
es with NDC may cause some organiza-
tions to view their legacy systems as more
favorable going forward. One of the most


https://www.travelweekly.com/Travel-News/Airline-News/IATA-says-NDC-adoption-reaches-10-percent
https://www.mckinsey.com/industries/travel-logistics-and-infrastructure/our-insights/airline-retailing-the-value-at-stake
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significant challenges with NDC is han-
dling the massive volume of searches and
directing them to the appropriate airline. If
every search leads to calls being made to
every airline AP, it would result in a pro-
cess that is expensive, computationally
heavy, time-consuming, and inefficient. In
such cases, collaborating with experi-
enced data providers like OAG can offer
streamlined solutions to efficiently man-
age search volume, ensuring a more effec-
tive and cost-saving approach.

Consequently, the daunting task of over-
hauling or updating these legacy infra-
structures, combined with some unre-
solved challenges of NDC, has posed a
substantial barrier for many organizations.
This hinders their ability to embrace the full
potential of NDC and its transformative im-
pact on the airline industry.

OBSTACLES TO CHANGE

As with any significant transformation,
there can be resistance to change from
various stakeholders. Some stakehold-
ers, like travel agencies, may be hesitant
to adopt NDC due to concerns about the
costs involved, the potential disruption to
existing processes, data challenges, or a
lack of familiarity with the new protocol.

GDSs have been cautious in their ap-
proach to NDC adoption, mainly due to
the significant changes the new protocol
brings to the existing distribution land-
scape. NDC enables direct connections
between airlines and travel agencies or
other distribution partners, shifting the dy-
namics of the traditional distribution pro-
cess where GDSs played a central role as
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intermediaries. This evolution in the dis-
tribution landscape could lead to adjust-
ments in the GDSs’ revenue models and
require them to adapt their business strat-
egies accordingly.

Fortunately, the introduction of NDC has
unlocked massive innovation among
GDSs. They have rethought their roles in
the distribution process and explored new
opportunities for collaboration and innova-
tion. As the industry navigates this transfor-
mative journey, it is essential for all stake-
holders to work together to overcome the
obstacles that come with change and to
fully realize the potential benefits of NDC
for the entire travel ecosystem.

Public Sabre statement

NEED FOR TRAINING

Another key challenge hindering the rap-
id adoption of NDC is the need for exten-
sive training and education of all parties
involved in the airline distribution ecosys-
tem. As Qantas’ experience demonstrates,
transitioning to NDC demands significant
educational efforts across the industry,


https://amadeus.com/documents/en/pdfs/Amadeus-NDC-2021-and-the-Path-to-Industrialization.pdf?utm_campaign=ACU--NDC%20download-gated-content-EML-202105-EN&utm_medium=email&utm_source=Eloqua&elqTrack=true
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ensuring that stakeholders at every level
grasp the concepts, benefits, and imple-
mentation aspects of NDC. Qantas has
focused on educating its sales teams and
employees, but it also acknowledges that
understanding among travel agencies can
vary greatly.

As a result, it is crucial for airlines and oth-
er industry players to continuously share
information and knowledge, fostering a
better understanding of NDC across the
entire travel ecosystem. This ongoing ed-
ucation will play a vital role in accelerating
NDC adoption and maximizing its poten-
tial benefits for the airline industry.

DATA AND STANDARDIZATION
CHALLENGES

While IATA has made efforts to standard-
ize NDC through its certification program,
variations in implementation and inter-
pretation of the standards can still cause

Tom Kershaw
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challenges. While the XML schema is a
standard, each airline implements this
schema in their customized APls differ-
ently. This means, aggregators might need
to integrate with each NDC channel sep-
arately, requiring changes and investment.
As a result, data standardization has been
a major issue, with inconsistencies in data
formats and quality across different sourc-
es. Companies like OAG play a critical role
in addressing this challenge by leveraging
advanced technology and agile delivery
models to ensure compatibility with vari-
ous data formats.

By providing API ready-to-query data sets,
we streamline the integration process and
enable a more efficient and seamless tran-
sition to NDC for industry stakeholders.

In summary, this lack of standardization
might present itself as the biggest chal-
lenge in hindering the global adoption
of NDC. Ensuring that all industry play-
ers adhere to the same set of rules and



https://www.phocuswire.com/collaboration-how-we-can-overcome-barriers-to-ndcs-success
https://www.phocuswire.com/collaboration-how-we-can-overcome-barriers-to-ndcs-success
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guidelines is crucial for the smooth func-
tioning of NDC, but achieving this level of
standardization has been an ongoing chal-
lenge.

FRAGMENTATION ACROSS
DISTRIBUTION

The airline distribution landscape is highly
fragmented, with numerous intermediar-
ies and touchpoints. This complexity can
make it more challenging to implement a
new protocol like NDC across the entire
industry, as each player may have different
requirements, preferences, and technolog-
ical capabilities.

As Amadeus. explains, adding to this are
the logistics of reaching alignment across
the industry. For NDC to be viable, there
needs to be commercial agreements be-
tween airlines and technology partners;
airlines and travel sellers/corporations;
technology partners and travel sellers/

TRAVEL TECH REPORT 2023

corporations. Given that there are thou-
sands of stakeholders across this indus-
try, a huge number of commercial agree-
ments need to be concluded to set the
terms for NDC bookings. As NDC initia-
tives do not prescribe standardized com-
mercial models, it means that alignment
often boils down to a case-by-case, bilat-
eral negotiation.

In addition to the challenges mentioned
above, another factor contributing to the
slower adoption of NDC is the response
of GDSs to the new technology. Recog-
nizing the potential threat posed by NDC,
GDSs have proactively improved their
own systems and offerings. As a result,
many airlines now find that the enhanced
capabilities provided by GDSs have re-
duced the urgency to switch over to NDC.
In other words, the competitive pressure
exerted by NDC has led GDSs to up their
game, inadvertently slowing down the
overall shift towards NDC adoption in the
airline industry.

With this being said, even with the intro-
duction of NDGC, it is important to note that
multiple distribution models are expected
to coexist in the foreseeable future. These
include distribution via GDSs, NDC aggre-
gators, and “direct connect” methods. Tra-
ditional distribution models will not only re-
main relevant but also continue to evolve
and improve, thanks to the competitive
pressure exerted by NDC. Simultaneously,
new models like NDC will further emerge
and expand within the industry. This di-
verse landscape underscores the complex
nature of airline distribution and highlights
the need for ongoing innovation and ad-
aptation as industry stakeholders navigate
these various channels.


https://www.google.com/url?q=https://amadeus.com/documents/en/pdfs/Amadeus-NDC-2021-and-the-Path-to-Industrialization.pdf?utm_campaign%3DACU--NDC%2520download-gated-content-EML-202105-EN%26utm_medium%3Demail%26utm_source%3DEloqua%26elqTrack%3Dtrue&sa=D&source=docs&ust=1682411121141718&usg=AOvVaw2hDN25rJLsMNEhc3wS73Kw
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In summary, It would be a mistake to attri-
bute the slower-than-expected adoption of
NDC to any single party or stakeholder.

The reality is that the challenges are multi-
faceted, with various industry players con-
fronting their own unique sets of obstacles
in embracing this new standard.

Moreover, alternative distribution systems
have continued to exist and evolve for
good reason, providing valuable solutions
and options for different stakeholders in
the airline distribution ecosystem.

CONCRETE EXAMPLES
OF NDC'S IMPACT

Despite some of the adoption hiccups
described above, the potential of NDC to
transform the way airlines distribute and
sell their products is enormous, particular-
ly in terms of ancillary services. McKinsey
estimates that the airline industry can cap-
ture up to $40bn in additional revenue an-
nually by 2030 (equivalent to about 4% of
current industry revenues).

How exactly can airlines do this?

By adopting NDC, airlines can offer a more
personalized and dynamic experience to
their customers, which in turn can lead to
increased revenue and customer satisfac-
tion.

Here are a handful of concrete examples
to make this more tangible:

2 In 2017, American Airlines launched
its NDC-enabled platform, which al-
lowed the airline to offer customized
bundled fares to travel agencies. This
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innovation enabled travel agents to
access and sell a range of fare families
with different inclusions, such as pri-
ority boarding, preferred seating, and
checked baggage, depending on the
traveler’s preferences and needs. Most
recently, American Airlines has also
taken a controversial step to make
some of its content available to travel
agencies only through NDC in its con-
tinuous push to offer customers higher
customization of its products.

British Airways has been an early
adopter of NDC. For instance, British
Airways was one of the first airlines to
offer the “Choose Your Seat” option to
customers through NDC-connected
travel agencies, allowing passengers
to select their preferred seats based
on real-time availability. British Airways
has also introduced additional price
classes using NDC, which enabled it
to increase price points from a stan-
dard of 26 to more than 73 on selected
short-haul routes.

Lufthansa Group has been a strong ad-
vocate for NDC from the get-go. It has
used the protocol to enhance the dis-
tribution of its ancillary products, such
as the “Economy Light” fare, which of-
fers a lower-cost option for passengers
with carry-on luggage only. Through
NDC, Lufthansa can provide this fare
to travel agents, enabling them to cater
to the needs of price-sensitive custom-
ers more effectively. Lufthansa Group
was also the first airline group to levy
a cost surcharge for bookings made
via GDS in 2015, thereby, establishing
a precedent for many other airlines to
follow a similar strategy, including Air
France-KLM, and American Airlines.


https://www.mckinsey.com/industries/travel-logistics-and-infrastructure/our-insights/airline-retailing-the-value-at-stake
https://www.mckinsey.com/industries/travel-logistics-and-infrastructure/our-insights/airline-retailing-the-value-at-stake
https://www.phocuswire.com/American-Airlines-launching-NDC-plan-over-objections
https://amadeus.com/documents/en/pdfs/Amadeus-NDC-2021-and-the-Path-to-Industrialization.pdf?utm_campaign=ACU--NDC%20download-gated-content-EML-202105-EN&utm_medium=email&utm_source=Eloqua&elqTrack=true
https://amadeus.com/documents/en/pdfs/Amadeus-NDC-2021-and-the-Path-to-Industrialization.pdf?utm_campaign=ACU--NDC%20download-gated-content-EML-202105-EN&utm_medium=email&utm_source=Eloqua&elqTrack=true
https://www.travelweekly.com/Travel-News/Airline-News/Lufthansa-vendor-specific-GDS-surcharge
https://www.phocuswire.com/American-Airlines-launching-NDC-plan-over-objections
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2 Qantas has embraced NDC as a way
to improve the customer experience
and offer more personalized products.
Through its NDC platform, Qantas pro-
vides real-time pricing and availability
forancillary services like extra legroom,
special meals, and lounge access. This
empowers travel agents to provide a
more comprehensive and tailored ser-
vice to their customers.

2 Finnair is implementing NDC, amongst
the usual use cases, for continuous
pricing for travel agents. This is part
of its plan to transition fully to NDC by
2025, for which the airline has also just
announced it would be removing all of
its domestic itineraries from EDIFACT
distribution.

All of these examples demonstrate the
exciting potential of NDC in transforming
airline distribution and enhancing custom-
er experience. However, it is important to
note that, so far, much of the focus has
been on establishing new “pipes” for distri-
bution, while comparatively little progress
has been made on more revenue-gen-
erating aspects, such as dynamic offers,
unbundling, and other innovative service
offerings. As the industry continues to
adopt and refine NDC implementation,
it will be essential for airlines, GDSs, and
other stakeholders to shift their focus to-
wards fully leveraging the revenue oppor-
tunities that this new protocol has to offer.

TRAVEL TECH REPORT 2023

LEADING NDC-ENABLING
TECHNOLOGY STARTUPS

As the airline industry continues to evolve
and embrace the potential of NDC, fos-
tering continuous innovation is crucial for
driving further adoption and unlocking its
transformative benefits.

In this dynamic landscape, numerous tech-
nology startups have emerged, playing a
mission-critical role in advancing the NDC
agenda and offering unique solutions that
empower airlines and other industry stake-
holders. These trailblazing companies are
at the forefront of NDC enablement, shap-
ing the future of airline distribution and
helping the industry navigate the complex-
ities of NDC adoption.

In this final section, we present a carefully
curated list of the top ten most promising
airline distribution startups, showcasing
their unique contributions and the impact
they’re making in revolutionizing the airline
industry.

For years, many airlines have been in-
novating the way they sell fares online
through their respective websites and mo-
bile apps. However, they have faced chal-
lenges in building the digital infrastructure
that enables agencies and e-commerce
companies to sell tickets in similar ways.
To overcome these obstacles, they have
turned to young companies for assis-
tance, some of which we will highlight in
the ranking below.


https://www.businesstravelnews.com/Distribution/Finnair-to-Implement-Continuous-Pricing
https://www.businesstravelnews.com/Distribution/Finnair-to-Implement-Continuous-Pricing
https://www.phocuswire.com/finnair-to-go-all-ndc-by-2025
https://www.phocuswire.com/finnair-to-go-all-ndc-by-2025
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The Emerging Airline Distribution Tech Players

In particular, flight aggregators such as
AirGateway, Duffel, and Verteil have
emerged as significant NDC enablers due
to their ability to offer multiple integrations
simultaneously. As Altexsoft.explains,
these aggregators are relatively new play-
ers in the airline distribution landscape,
establishing direct connections with both
full-service and low-cost carriers (LCCs)
as well as GDSs to source NDC, GDS, and
LCC offers. Travel vendors can access this
content through a unified API or a prebuilt
booking tool.

Disclaimer:

We excluded long-established technology
companies like Accelya (which took over
Farelogix), Travelport, ATPCO, JR Tech-
nologies, and similar companies that have
been around for several decades. Instead,
we focused on the most recent wave of
technology disruptors that are working to

Year Founded
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transform the tradition-bound business of
distributing airfares.

As you explore the innovative solutions
provided by these top-10 startups, you will
notice two things.

First, their focus varies—some companies
are helping airlines to develop NDC capabil-
ities, while others are assisting OTAs, TMCs,
and other travel partners in consolidating
supply. Interestingly, some startups are
working on both aspects simultaneously.

Second, a common thread among many
of these startups is their emphasis on en-
abling airlines to offer enhanced methods
for selling ancillaries. The future of ancil-
lary retail is undoubtedly a pivotal aspect
of the ongoing technology transition in the
airline industry and merits a dedicated ex-
amination.

Atriis Technologies 2016



https://airgateway.com/
https://duffel.com/
https://www.verteil.com/
https://www.altexsoft.com/blog/travel/new-distribution-capability-ndc-in-air-travel-airlines-gdss-and-the-impact-on-the-industry/
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3 SHAPING AIRLINE RETAIL:
THE UNSTOPPABLE RISE
1\ OF ANCILLARIES
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Framework

From OLD to NEW — The Transition in the Airline Business

Ancillaries are the additional services and
products airlines offer beyond the base air-
fare, such as premium seat selection, prior-
ity boarding, additional baggage, and even
hotel bookings and car rentals. Over the
past decade, ancillaries have transformed
from mere add-ons to becoming a cor-
nerstone of airlines’ financial health. They
represent an invaluable revenue stream in
an industry characterized by tight margins
and intense competition.

In light of more airlines selling their flights
through their direct (airline.com) channels
and NDC’s potential to present personal-
ized offerings, the landscape of ancillaries
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stands at the precipice of exponential
growth, instigating a profound paradigm
shift in customer service and experience
within the airline industry. To navigate this
terrain, airlines are increasingly inclined to-
wards holistic decision-making, consider-
ing total passenger revenue for each flight
as a comprehensive metric.

A primary strategy for achieving this aug-
mentation in total revenue - beyond merely
raising fares - is the pursuit of enhanced
ancillary revenue. This approach provides
an exciting avenue for diversification and
personalized service, further contributing
to the evolution of the industry.

Ancillaries

From up-selling to right-selling

Future Airline Retail

Creating the right offer
at the right time

[JORDIAN

Plusgrade = 0 guestlogix



https://www.iata.org/en/iata-repository/pressroom/fact-sheets/industry-statistics/
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Overview

GRASPING THE SIGNIFICANCE OF
ANCILLARY REVENUES

In order to truly understand the transfor-
mational impact of ancillaries in the airline
industry, it is important to evaluate their
quantitative significance.

Ancillary revenues are not just a supple-
mental income source for airlines but have
evolved into a critical driver of financial ro-
bustness.

Total Ancillary Revenue in the Airline Industry

In billion U.S. dollars

120
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Source: IdeaWorks and CarTrawler
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Comprehensive research conducted by
IdeaWorks and CarTrawler illustrates this
shift.

Overthe span of less than a decade, global
ancillary revenues dramatically rose from
$42.6 billion USD in 2013 to over $102 bil-
lion USD in 2022. Even more impressive,
2022’s figures almost matched 2019’s re-
cord of $109.5 billion USD, despite the dis-
ruptions caused by the global pandemic.

2019 2020 2021 2022

www.oag.com



https://ideaworkscompany.com/wp-content/uploads/2022/11/Press-Release-169-Global-Estimate-2022.pdf
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Ancillary Share of Global Airline Revenue

Following this chart, it becomes evident
that the impressive growth trajectory has
elevated ancillaries to a crucial pillar sup-
porting airlines’ financial stability.

This dependency on a strong ancillary
segment becomes clear when we delve
into the proportion of total airline revenue
that is derived from ancillaries. In 2022, a
historic high was reached, with ancillary
revenues accounting for a staggering 15%
of total airline revenue.

Such a significant share underscores the
strategic importance of ancillary revenues
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and highlights the need for airlines to ef-
fectively manage this ever-expanding
category. This is evidenced by the likes of
Qatar Airways, Lufthansa Group, and Air
France-KLM, which have achieved ancil-
lary revenue contributions of about 5.2%,
8.5%, and 8.7% respectively as calculated
by CarTrawler.

These figures further underline the role
of technological advancements and new
distribution models, like NDC, in unlock-
ing the full potential of ancillary revenue
streams.

Benchmark

15.0%
14.4%

13.6%

10.6% 10.7%

CAGR Comparison (2013-2022)

2013 14 15 16 17 18 19 Total Airline Revenue Only Ancillary Revenue

Source: OAG Analysis, IdeaWorks and CarTrawler, IATA WWW.0ag.com



https://corporate.cartrawler.com/wp-content/uploads/2022/09/2022-Ancillary-Revenue-Yearbook-FINAL.pdf
https://corporate.cartrawler.com/wp-content/uploads/2022/09/2022-Ancillary-Revenue-Yearbook-FINAL.pdf
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THE DRIVING FORCES BEHIND THE
ONGOING ANCILLARY SURGE

The significant growth of the ancillary seg-
ment didn’t happen in a vacuum. It was
driven by a convergence of airline industry
trends and consumer behavior shifts.

The Rise of Low-Cost Carriers (LCCs) and
Ultra-Low-Cost Carriers (ULCCs):

These airlines revolutionized the industry
with their business models, offering incred-
ibly low base fares and generating profit
through additional services. By placing the
spotlight on ancillary revenue, these carri-
ers have made it a key lever for profitability
and sparked a wider industry trend. This
has led to the unbundling of airline prod-
ucts among premium carriers (although
not to the same extent). Since then, the un-
bundling revolution, which began onboard
budget airlines, has slowly but steadily
spread across every aspect of the travel
industry.

Easier Distribution of Ancillaries:

Airlines have been exploring a diverse mix
of channels to sell ancillaries, including di-
rect channels and third-party Online Travel
Agencies (OTAs). The emergence of NDC
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and its subsequent evolution has supple-
mented the existing distribution system,
smoothening the sale of ancillaries across
all channels. This trend is underpinned by
advancements in revenue management
systems, which not only facilitate dynamic
pricing of ancillary products but also sup-
port continuous pricing outside a rigid set
of rules.

A Shift in Consumer Mindset:

The market trends we've seen in the airline
industry have also had a knock-on effect
on consumer attitudes. Modern travelers
seem more willing than ever to pay for
(certain) ancillary products. They've be-
come accustomed to, and even expect, the
ability to customize their travel experience
according to their preferences. These find-
ings are supported by McKinsey research,
which found that customers no longer
shop for flights solely based on price and
schedule. Attributes like Wi-Fi availability,
in-flight entertainment, seat details and
maps, on-time performance, and even en-
vironmental impact increasingly affect a
customer’s decision to purchase a ticket
(although it’s unclear if travelers would be
willing to pay for them).

Rise of LCCs
and ULCCs

Budget airlines revolutionized the industry
with their low base fares and have
generated profit through additional
services. This has led to the unbundling of
airline products across the industry.

Source: OAG Analysis

Easier Distribution
of Ancillaries

With airlines prioritizing direct distribution
channels, selling ancillaries has become
more streamlined. The introduction and
evolution of NDC has further reduced
friction in distributing ancillary services.

A Shift in Consumer
Mindsets

Consumer attitudes have changed as
modern travelers are more willing to pay for
ancillary products. They've become
accustomed to, and even expect, the ability
to customize their travel experience.

Www.oag.com



https://skift.com/megatrends-2022/#/read/unbundling-of-services-spreads-across-all-of-travel
https://skift.com/megatrends-2022/#/read/unbundling-of-services-spreads-across-all-of-travel
https://www.sabre.com/insights/releases/global-study-reveals-travellers-would-spend-100-on-airline-ancillaries-to-personalise-travel-experience/
https://www.mckinsey.com/industries/travel-logistics-and-infrastructure/our-insights/the-six-secrets-of-profitable-airlines?utm_source=DSMN8&utm_medium=LinkedIn
https://www.oag.com/on-time-performance-airlines-airports
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Taken together, these driving forces have
set the stage for the ascendancy of the
ancillary movement, signaling an exciting
shift in the way airlines approach revenue
generation.

Given the momentum of these trends,
most analysts foresee a bright future for
ancillary revenues.

As illustrated in the chart below, expert
predictions suggest that growth in this
sector is far from slowing down. Rather, we
can anticipate a double-digit expansion
over the next few years, solidifying the crit-
ical role of ancillaries in airlines’ revenue
streams.
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This continued growth underscores the im-
portance for airlines to strategically invest
in, and optimize, their ancillary offerings.

Technological progress, particularly in the
realm of deep learning and artificial intelli-
gence (Al), is primed to give ancillary reve-
nues a further boost.

Al enables airlines to optimize revenue by
predicting customer behavior and person-
alizing ancillary offerings.

As these technologies continue to evolve,
they will play an increasingly pivotal role
in driving airline profitability through ancil-
lary sales.

Outlook

Projected CAGRs (2022 — 2030) for Airline Ancillary Revenues

10%

Global Industry Analysts

Market Growth Reports

360 Research Reports

Absolute Reports

Market Research Future

Source: OAG Research based on reports from various report providers Wwww.oag.com
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Trend

THE DOUBLE BENEFIT
OF ANCILLARIES

Ancillaries, far beyond being mere add-ons
to the ticket price, have become an inte-
gral part of the travel experience and air-
line economics. They have reshaped the
interaction between airlines and their cus-
tomers over the years, providing (mostly)
tangible benefits to both parties.

Benefits for Airlines:

The ancillary revenue model presents a
robust retail system for airlines. With fares
fluctuating due to supply and demand,
the ancillary components add a layer of
financial stability, somewhat insulating
airlines from the ups and downs of the
global business environment. In 2023, it's
increasingly common to see airlines, par-
ticularly in key markets like North America
and Europe, adopting this “a la carte” re-
tail approach in some form. It's become a
strategic tool, helping to build resilience
and boost profitability amidst market un-
certainties.
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Benefits for Travelers:

The advent of ancillaries has also en-
hanced the passenger experience, offer-
ing a more personalized and flexible travel
journey. By unbundling services and pro-
viding add-ons like preferred seating, up-
graded Wi-Fi, or lounge access, airlines
can cater to a diverse range of customer
preferences. Not only does this mean a
more tailored journey for passengers, but
it also allows them to take control of their
expenses, paying for only what they value.
As a result, more and more travelers see
unbundled fares as a viable way to save
money according-to-Morning-Consult. In
fact, this a la carte approach has helped to
democratize air travel.

The latter can be seen when taking a look
at numbers by CarTrawler again.

In 2013, the global average one-way fare
was $306.20 USD (adjusted to 2022 dol-
lars for inflation). Fast forward to 2022, the
one-way fare projected by IATA is a signifi-
cantly reduced $140.69 USD.

The Unbundling in the Airline Industry Has Contributed to Lower Travel Prices

Global One Way Airline Fares in U.S. dollars
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https://pro.morningconsult.com/analysis/more-consumers-prefer-unbundled-airfares
https://ideaworkscompany.com/wp-content/uploads/2022/11/Press-Release-169-Global-Estimate-2022.pdf
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This translates to an astonishing 54% infla-
tion-adjusted reduction over the past ten
years.
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shaping this sector. While ancillaries are a
rising trend, a closer look at their makeup
reveals a skewed dependency on certain

types.
Yet, this trend invites a caveat. As we sail
into 2023, airfare prices are projected to 2 Seat selection fees and baggage fees
inflate by approximately 35-50% com- emerged as the frontrunners in the
pared to the pre-pandemic era, spurred by ancillary revenue race, accounting for
a confluence of factors such as inflation over half of the total ancillary revenue,
and macroeconomic shifts. It's also worth according to McKinsey.
noting that the data from 2022 as a refer-
ence point may offer a somewhat distorted 2 Baggage feesalone (including checked
perspective, given that numerous markets baggage, heavy and extra-large bags,
were inaccessible to more profitable long- and additional carry-on bags) com-
haul travel for the majority of the year, po- prised more than one-third of all ancil-
tentially suppressing the average fare. lary revenue.

Interestingly, these findings align with a
Skyscanner survey indicating that seat se-
lection and extra baggage are among the
top three ancillary products travelers are
willing to pay for this year.

DECODING ANCILLARIES:
REVENUE DRIVERS AND
MISSTEPS

In the dynamic world of airline ancillar-
ies, it's crucial to appreciate the nuances

Breakdown

Typical Share of Ancillary Revenue Among Full-Service Carriers

0% 10% 20% 30% 40% 50% 60% 70% 80%

Seat selection and upselling 27%
1st and 2nd checked bag

Excess baggage

Flexible booking features*

All other features

Source: McKinsey

*Not universally recognized as ancillary by all carriers Www.oag.com



https://www.mckinsey.com/industries/travel-logistics-and-infrastructure/our-insights/leading-from-the-front-line-how-airlines-can-boost-ancillary-revenues
https://www.partners.skyscanner.net/hubfs/Reports/Horizons-Nov2022.pdf

Survey
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“In 2023, how likely are you to spend money on any of the following flight upgrades?”

Select all that apply

Pay for seat selection [PAZS

Insurance [EiEA

Pay for extra baggage [RE[IMA

Better quality of food L5

More entertainment content AP

Upgrade to business/first class AP

Access to airport lounge {052

Source: Skyscanner

From these figures, two critical insights
emerge:

Low-Cost Carriers and Ancillaries:

The significance of ancillaries is mis-
sion-critical for low-cost carriers. Some
budget airlines may allocate seats ran-
domly to passengers who don't pay to
pre-select their spots. For families or large
groups wanting to sit together, this can
generate substantial revenue. The same
applies to extra baggage. For example, air-
lines like easyJet, Ryanair,and Wizz Air only
permit one under-seat bag for free as ex-
posed by Simple Flying, turning additional

0% 5% 10% 15% 20%

25% 30% 35% 40% 45% 50%

‘Www.oag.com

baggage into a lucrative extra. As a result,
it's no wonder that all of the top ten airlines
in the world with the highest dependency
on ancillary revenue are low-cost carriers.

Underutilized Ancillary Services:

Despite the dominance of baggage and
seat selection, few other services have
successfully entered the ancillary top tier.
Why is this the case? History suggests
that simply attaching a separate price tag
to each product or service doesn’t guar-
antee customers’ willingness to pay, as
Skift rightfully concludes. Driving ancil-
lary revenue depends on creating the right


https://www.thetravelmagazine.net/airlines-deliberately-split-passengers-refuse-pay-extra-allocated-seating/
https://www.thetravelmagazine.net/airlines-deliberately-split-passengers-refuse-pay-extra-allocated-seating/
https://simpleflying.com/easyjet-ryanair-wizz-air-hand-luggage-comparison/
https://simpleflying.com/easyjet-ryanair-wizz-air-hand-luggage-comparison/
https://skift.com/2022/08/04/5-tips-for-unlocking-ancillary-revenue-throughout-the-traveler-journey/
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Ranking

Leading Airlines Based on Ancillary Contribution to Total Revenue
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opportunities and messages that resonate
with customers in the right moments of
their booking journeys. In fact, several ex-
periments with unique (but excessive) an-
cillary services have not proven fruitful:

2 In 2012, Spirit Airlines attempted to
charge customers for basic services
beyond carry-on bags and checked
bags, like printing boarding passes.
This strategy triggered a customer
backlash and negative publicity, forc-
ing Spirit to reconsider its approach.

2 In 2010, Ryanair's plan to introduce
pay-to-use toilets on its planes was
met with a similar reception, and the
airline had to abandon the plan.

While these findings offer some thought-
provoking insights, it’s clear that the devel-
opment of ancillary revenue streams has

www.oag.com

predominantly focused on seat selection
and baggage fees.

Beyond these areas, the progress in gen-
erating substantial revenue through other
ancillary services appears somewhat limit-
ed, suggesting that there is a wealth of un-
tapped potential waiting to be harnessed.

In the final section of this series, we’'ll shed
light on some innovative Travel Tech start-
ups that are pushing the boundaries of
conventional ancillary services.

These pioneering firms are revolutionizing
the way ancillaries are conceptualized and
sold, underlining that there are still vast
and unexplored territories in this segment
brimming with potential.


https://www.linkedin.com/pulse/ancillary-rev-strategies-airlines-pramod-pal-singh/
https://www.npr.org/sections/money/2011/06/22/137342965/spirit-airlines-will-charge-5-to-print-your-boarding-pass
https://abcnews.go.com/Travel/Green/paying-pee-airlines-critics-call-ryanairs-fee-inhumane/story?id=10355139#:~:text=The%20airline%20plans%20to%20charge,to%20add%20six%20extra%20seats.
https://abcnews.go.com/Travel/Green/paying-pee-airlines-critics-call-ryanairs-fee-inhumane/story?id=10355139#:~:text=The%20airline%20plans%20to%20charge,to%20add%20six%20extra%20seats.
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REDEFINING ANCILLARIES:
THE POWER OF THE “HOW”
AND “WHEN"

In a world where unbundled services are
the new norm, simply offering more doesn’t
always equate to improved bottom-line
results. The equation for a successful an-
cillary strategy involves a judicious blend
of human creativity and machine-based
learning, as Allianz Partners explains.

It's about delivering the right message
about the right product at the right time.
This holds particularly true in the airline
industry, an area that witnesses startlingly
high online shopping cart abandonment
rates - reaching as high as 90%.

The issue here is that simply providing a
wider range of choices can backfire. When
presented with an overwhelming number
of options, customers may opt to make
no choice at all. This underlines the im-
portance of not just WHAT we offer as an-
cillaries, but also HOW and WHEN these
products are presented to the customer.

A crucial component of this approach in-
volves visual presentation. Customers,
quite understandably, wish to visualize
what they’re buying before they make a
purchase decision. Being able to show
(rather than tell) a flight shopper about their
potential flight experience is a transforma-
tive concept that is rapidly gaining traction
in the airline industry. One such example
is former startup Routehappy (now part of
ATPCO), which allows shoppers to visually
understand the differences between air-
line offers.

In light of this, the spotlight turns to a
new breed of startups that are making
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significant strides in the ancillary land-
scape. These firms are focused on per-
fecting the “how” and “when” of present-
ing ancillary products to customers. They
are leveraging technology and innovative
approaches to redefine the way these ad-
ditional services are conceptualized, pre-
sented, and sold.

2 Take, for instance, Renacen, which has
developed an innovative 3D Seat Map.
This unique tool provides a 360-de-
gree immersive view from the specific
position of the chosen seat during the
booking process. It offers travelers an
enhanced visual understanding of the
different cabin classes, thus funda-
mentally improving the ‘how’ of pre-
senting this ancillary option.

2 Another firm at the forefront of ancil-
lary innovation is Omnevo. Omnevo
is paving the way for next-level digital
ancillary revenue and operations em-
powerment. Their product suite en-
ables airlines (and airports) to regain
full control of their omnichannel retail
customer engagement, leveraging the
strength of e-commerce marketplaces.
This is a prime illustration of rethinking
the ‘when’ and ‘where’ of offering an-
cillary options, tailoring the delivery to
the customer’s journey for maximum
convenience and revenue generation.

Building upon these exciting examples of
innovation, we have compiled a ranking of
further pioneering Travel Tech startups.

In the ranking below, we present a list of
ten emerging ancillary Travel Tech startups
that are making waves in the industry.


https://skift.com/2022/08/04/5-tips-for-unlocking-ancillary-revenue-throughout-the-traveler-journey/
https://www.statista.com/statistics/457078/category-cart-abandonment-rate-worldwide/
https://www.phocuswire.com/time-to-meet-flight-shoppers-needs-is-yesterday-atpco
https://www.phocuswire.com/time-to-meet-flight-shoppers-needs-is-yesterday-atpco
https://www.oag.com/routehappy-case-study
https://www.3dseatmapvr.com/
https://www.omnevo.net/home/airlines.html
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Emerging Airline Ancillary Tech Players
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Source: OAG Analysis

*According to LinkedIn as of May 31, 2023

Disclaimer: As in our previous compa-
ny rankings, we excluded long-estab-
lished technology companies like ATP-
CO, Switchfly, and similar firms that have
been around for several decades. Instead,
we focused on the most recent wave of
technology disruptors that are working to
transform the tradition-bound business of
ancillary sales. Also note that the ranking
is primarily based on a qualitative assess-
ment, incorporating key factors such as in-
novativeness, product maturity, scalability,
market traction, and potential long-term
impact.

While this top-ten ranking showcases the
most promising startups poised to rede-
fine the ancillary landscape, it's essential
to acknowledge that they are not the only
players influencing this space.

Many established companies, with years of
experience in the airline industry, are also
making significant strides in ancillary inno-
vation.

2 For instance, United Airlines and
American Airlines have introduced a
luggage delivery service that deliv-
ers your luggage directly to your final
destination or home, starting at $39.95
per bag, eliminating the need to wait at
baggage claim.

2 Lufthansa offers a sleeper’s row option
for long-haul flights, which reserves an
entire row of three seats for passen-
gers, accompanied by a mattress cov-
er, blanket, and pillow of business-class
quality.

2 AirAsia launched Xpress Baggage
which is available via the carrier’s Su-
per App at selected destinations for
those who want their bags to be deliv-
ered among the first at baggage claim.

These examples demonstrate the inno-
vation within established airline players.
Notably, global distribution systems like
Amadeus, Sabre, and Travelport are also


https://www.aa.com/i18n/travel-info/baggage/luggage-delivery-service.jsp
https://onemileatatime.com/news/lufthansa-economy-beds/
https://www.travelnewsasia.com/news22/241-AirAsiaXtra.shtml
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playing an instrumental role in this pro-
cess. They have modernized their plat-
forms to manage the more complex selling
of ancillaries, thereby helping airlines and
travel agencies better merchandise their
products. Simultaneously, tech-aggregator
firms and larger airline groups have made
significant strides, launching direct distri-
bution channels in partnership with tech-
nology vendors such as Accelya and Trav-
elfusion. These collaborations represent
a concerted effort across the industry to
enhance and personalize the traveler ex-
perience with a wider range of ancillaries.
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However, the past has often demonstrat-
ed that industry outsiders, like technology
startups, can introduce novel perspectives
and disruptive solutions that have the po-
tential to reshape traditional systems. By
bringing a fresh viewpoint and leveraging
modern technologies, these startups often
push the boundaries of what's possible,
driving the industry forward.

So, while we continue to watch and admire
the progress made by all players in the an-
cillary space, it's worth giving these inno-
vative startups an extra close look.
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4 RESHAPING AIRLINE JOURNEYS:
THE UNFOLDING SAGA OF

VIRTUAL INTERLINING

——




Framework

From OLD to NEW — The Transition in the Airline Business

Source: OAG Analysis
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Inventory

From network agreements to Virtual Interlining

Future Airline Retail

Creating the right offer
at the right time

In this chapter, we will dive into a transfor-
mative shift within the airline industry that
is set to have far-reaching impacts not only
on airlines but also on travelers: the move
from traditional code-sharing and network
agreements to Virtual Interlining.

This transformation is reshaping the
boundaries of the airline industry and re-
defining how airlines manage and mone-
tize their inventories. Importantly, it also
massively expands the range of options
available to travelers.

Our exploration will navigate through three
main areas:

2 The Evolution of Airline Agreements:
We will trace the journey from initial
code-sharing agreements to formal
network agreements, culminating in
the advent of Virtual Interlining over
the past decade.

2 The State of the Virtual Interlining
Market Today: We will assess the

KIwI « COM

Wwww.oag.com

current market size and its potential for
future growth. As well, we will provide
an overview of the pioneering Virtual
Interlining initiatives by major airlines
and airports.

2 Tech Ecosystem Surrounding Virtual
Interlining: We will highlight the most
innovative Travel Tech startups in the
Virtual Interlining space, illustrating the
evolving tech landscape underpinning
this trend.

This transformation represents both a
challenge and an opportunity for airline
managers, necessitating a careful strategy
formulation.

The reactions to the Virtual Interlining
movement have varied significantly among
airlines over the past ten years, with some
carriers demonstrating more reluctance
than others. As we delve deeper into this
trend, we aim to shed light on its potential
implications and opportunities for the air-
line sector.
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UNRAVELING THE LAYERS OF
AIRLINE COLLABORATION

In the complex world of aviation, airlines
have established different layers of allianc-
es to maximize operational efficiency, ex-
tend networks, and improve the passenger
experience. These partnerships evolved in
stages, with each layer building upon the
one before, from the fundamental interline
agreements to more integrated codeshare
alliances, and ultimately, the tech-enabled
Virtual Interlining.

INTERLINE AGREEMENTS:
INITIATING GLOBAL AIRLINE
COOPERATION

Interline agreements have served as the
basic foundation for airline cooperation,
with the International Air Transport Asso-
ciation (IATA) introducing the concept as
early as 1947.

These agreements kicked off the collabo-
rative nature of the airline industry.

Interlining agreements essentially represent
a passenger service agreement for flights
between two different airlines. They effec-
tively smooth out the customer experience
by including provisions for baggage han-
dling, check-in agreements, and even of-
fering the possibility of re-booking through
another airline if a flight is canceled.

Interlining agreements have grown in-
creasingly complex over the past few de-
cades. These have gone on to regulate dif-
ferent aspects of a partnership and entail
a number of expenses including GDS dis-
tribution fees, IATA agency commissions,
e-ticket agreements and charges, and
much more.
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CODESHARE AGREEMENTS:
EXPANDING AIRLINE NETWORKS

Building upon the foundational interline
agreements, the 1960s saw the advent of
codeshare agreements. The inception oc-
curred in the US when Allegheny Airlines
(which would later become USAIr) agreed
to the first codeshare with a commuter air-
line in 1967.

Following the deregulation of the US do-
mestic market in the 1970s, this practice
started gaining popularity.

Codeshare agreements represent a col-
laborative strategy between carriers to
extend their networks. Such agreements
allow airlines to market a seat on another
airline’s flight as if it were their own, there-
by broadening their coverage. Although
these agreements are common among air-
line alliances like Star Alliance, OneWorld,
or SkyTeam, they are not exclusive to them.
Many alliance members also establish
codeshares with airlines outside their re-
spective alliances. This strategy enhances
the variety of offerings airlines can present
to their customers and aids in optimizing
the load factor, creating a mutually bene-
ficial situation.

The term codeshare agreement was. offi-
cially introduced with Qantas and Ameri-
can Airlines in 1989. They jointly offered a
hub-and-spoke-style service using their
home bases at the airports in Los Ange-
les, Sydney, and Melbourne. Europe saw
a surge in codesharing agreements in
the 1990s, driven by EU deregulation. The
codeshare system gave airlines access
to more routes without having to operate
flights to those destinations themselves,
thus broadening their reach and enhanc-
ing customer offerings.


https://www.oag.com/blog/where-next-airline-alliances-partnerships
https://www.oag.com/blog/where-next-airline-alliances-partnerships
https://www.altexsoft.com/blog/connecting-flight/
https://www.altexsoft.com/blog/connecting-flight/
https://simpleflying.com/codeshare-agreements/
https://simpleflying.com/codeshare-agreements/
https://simpleflying.com/codeshare-agreements/
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VIRTUAL INTERLINING: BREAKING
BOUNDARIES IN AIR TRAVEL

In a bold challenge to conventional prac-
tices, Virtual Interlining is reinventing the
principles of airline inventory. Markedly de-
parting from traditional interline and code-
share agreements, this model was first
brought into the mainstream by Kiwi.com
and Dohop in the early 2010s. Unlike pre-
ceding agreements, Virtual Interlining re-
lies not on formal collaborations between
airlines, but on innovative technology solu-
tions and entrepreneurial acumen.

These trailblazers initially purchased sin-
gle-flight segments through booking sys-
tems like Sabre and Amadeus. They then
re-packaged them into comprehensive
travel itineraries with added services,
such as reimbursed hotel costs for missed
connections and vouchers for alternative
flights, while also providing phone helpline
support.

Emboldened by Kiwi.com and Dohop’s pio-
neering efforts, airlines themselves began
to investigate the promising field of Virtual
Interlining. A prime example of this is the
Dohop-enabled “Worldwide by easydJet”
initiative, which was launched in 2017. This
marked a significant industry development
as airlines began to proactively embrace
and integrate Virtual Interlining into their
business models, setting a new precedent
for the sector, as highlighted in this Pho-
cusWire profile.

The concept of Virtual Interlining goes
hand in hand with the emergence of
self-connecting travel. Essentially, it strings
together single flights, enabling a network
of connections that would otherwise be
unavailable under traditional interline or
codeshare agreements.
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However, with this innovative approach
comes a unique set of challenges. As
these flights operate independently, pas-
sengers must re-claim and re-check their
baggage at each connection. Furthermore,
without the benefit of established airline
collaborations, travelers are not eligible to
use the customs-free transit area typically
available for traditional connecting flights.

The benefits of Virtual Interlining thus tend
to be more pronounced within visa-free ar-
eas, such as the United States and Canada,
or within Europe’s Schengen area, where
immigration procedures are streamlined.

Despite these hurdles, the concept of Vir-
tual Interlining has rapidly evolved, driven
by technology providers who have facil-
itated the booking process and created
safequards to address these issues. For
example, many Virtual Interlining provid-
ers offer insurance packages to cover the
potential costs of missed flights. This not
only provides a safety net for travelers but
also contributes to enhancing the over-
all user experience, thus accelerating the
adoption of Virtual Interlining within the
travel industry.



https://www.kiwi.com/
https://www.dohop.de/
https://www.phocuswire.com/uploadedFiles/PhocusWire_White_Paper_Kiwi_WebEDIT.pdf
https://www.phocuswire.com/uploadedFiles/PhocusWire_White_Paper_Kiwi_WebEDIT.pdf
https://www.phocuswire.com/uploadedFiles/PhocusWire_White_Paper_Kiwi_WebEDIT.pdf
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VIRTUAL INTERLINING TODAY:
SEIZING OPPORTUNITIES AMID
CHALLENGES

In the wake of Virtual Interlining’s emer-
gence, the concept has gained consid-
erable traction, despite its inherent chal-
lenges. The idea of providing more flexible,
convenient, and, most importantly, cheap-
er routes for passengers resonates strong-
ly in today’s fast-paced, consumer-driven
world. The inconvenience of baggage han-
dling and potential disruption of missed
connecting flights are operational hurdles
yet to be entirely overcome.

Nonetheless, the buzz surrounding Virtual
Interlining is undeniable. It is transforming
into a mainstream concept, with an in-
creasing number of airlines and traveltech
startups recognizing its potential to rede-
fine the industry.

The Growing Virtual Interlining Market

In millions of self-connecting passengers globally
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EXPLORING THE VIRTUAL
INTERLINING MARKET:
A BEACON OF RAPID GROWTH

Quantifying the exact size of the Virtual In-
terlining market is no small feat.

However, from collating estimations from
industry-leading sources such as Pho-
cusWire, Amadeus, and ICF Next, a com-
pelling picture begins to emerge.

Our market model indicates that the num-
ber of self-connecting passengers — those
booking connecting flights from different
airlines without interlining agreements di-
rectly themselves or via dedicated Virtual
Interlining platforms — has grown from 55
million travelers to an estimated 179 million
in 2022.

CAGR+27% .~

2022

Www.gag.com
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Comparison

This substantial rise translates to an im-
pressive compounded annual growth rate
of 27% over the past six years, despite the
massive drop in overall flights during the
pandemic.

Some sources, such as Airsiders, are even
more optimistic, estimating that the num-
ber of self-connecting flights has quadru-
pled within the past year alone. Adding to
these promising projections, TripStack, a
Virtual Interlining content provider, antic-
ipates that Virtual Interlining could soon
account for 12 to 15% of all flight book-
ings sold. This would correspond to over
500 million passengers annually, based on
the 4.7 billion annual passengers record-
ed pre-pandemic. Amadeus.confirms that
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selected airlines have already reached a
12% Virtual Interlining threshold in 2021.

Regardless of the exact figures, the trend is
clear and indisputable: the appeal of Virtu-
al Interlining is on the rise.

An increasing number of travelers are
choosing to self-connect, handpicking air-
line flights that meet their specific needs,
and notably, helping them save money. In
fact, research by ICF shows that almost all
self-connecting trips include at least one
segment flown by a low-cost carrier. This
cost-saving motivation underpins the rap-
idly expanding allure of Virtual Interlining,
and it's a trend we believe will continue to
gather momentum in the years to come.

Self-Connecting Share of Global Airline Passengers in 2023

Source: OAG Analysis
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Conservative Estimate

157
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https://airsiders.com/how-airports-can-change-the-game-for-self-connecting-passengers/
https://www.tripstack.com/
https://www.phocuswire.com/the-increasing-importance-of-virtual-interlining-for-airlines-and-travel-retailers
https://www.phocuswire.com/the-increasing-importance-of-virtual-interlining-for-airlines-and-travel-retailers
https://amadeus.com/en/insights/case-study/alternative-airlines-expanding-customer-flight-choices-with-amadeus-virtual-interlining#modal536619786
https://www.icf.com/insights/transportation/growing-self-connecting-passenger-market
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THE UNSTOPPABLE MOMENTUM
OF VIRTUAL INTERLINING

The burgeoning appeal of Virtual Interlin-
ing is undeniable, and its growth trajectory
is poised to maintain its momentum. The
key reason for this trend is the flexibility
and cost savings it provides to passen-
gers. If the technical obstacles currently
associated with self-connecting, like bag-
gage check-through, could be overcome,
it's likely we would see a surge in travelers
choosing to self-connect.

This was already evidenced by a compre-
hensive study we did in 2016. Surveying
close to 3,000 travelers, we found that an
astounding 92% stated they would be will-
ing to self-connect under the right circum-
stances.

Significantly, younger generations like
Millennials were twice as likely to opt
for self-connecting, reinforcing the sig-
nificance and future potential of Virtual
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Interlining. With their increased comfort
level around technology and self-service,
these younger demographics are likely
to drive the continued growth of Virtual
Interlining as they mature into frequent
flyers.

MAJOR HURDLES IN THE
SELF-CONNECTING JOURNEY

The rise of Virtual Interlining has undeni-
ably caught the attention of the global
traveling community.

However, this innovative model is not with-
out its share of obstacles.

Interestingly, these challenges haven't sig-
nificantly shifted over the years. As identi-
fled in one of our traveler surveys among
North American customers, there are three
persistent concerns that keep travelers
from widely embracing the self-connect-
ing trend.

Overview

Today’s Hurdles in the Self-Connecting Journey

Fear of Flight
Irregularities

The fear of missing a connecting flight due
to delays or cancellations and the
subsequent rebooking difficulties.

Source: OAG Analysis

Baggage Handling
Concerns

The uncertainty of transferring bags
between flights from different airlines often
deters travelers from Virtual Interlining.

The Planning
Paradox

The time and effort required to plan a self-
connected trip, including managing various
airline bookings, can be overwhelming.

Www.oag.com



https://www.oag.com/hubfs/Free_Reports/Self_Connection/Self-Connection-Survey.pdf?hsCtaTracking=6aa9dbad-6ad1-4c9f-9479-9d817fd91f7d%7C15a9076b-e579-42ef-b81b-c2482005c9df
https://www.oag.com/hubfs/Free_Reports/Self_Connection/Self-Connection-Survey.pdf?hsCtaTracking=6aa9dbad-6ad1-4c9f-9479-9d817fd91f7d%7C15a9076b-e579-42ef-b81b-c2482005c9df
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Fear of Flight Disruption: A major con-
cern for passengers, heightened in recent
times due to the persistent chaos induced
by the pandemic, is the fear of missing a
connecting flight due to unforeseen delays
or cancellations. The ensuing difficulties of
rebooking flights in the absence of net-
work agreements between airlines com-
pound these anxieties. The ongoing issues
like system crashes, as illustrated by the IT
disaster, have served to exacerbate these
fears. Flight irregularities, far from being
rare occurrences in the airline industry, are
widely acknowledged the major pain point
for passengers.

Baggage Handling Concerns: In light of
labor shortages at airports and strikes,
notably among baggage handlers, the
concern about the successful transit of
checked baggage to the final destination
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has escalated. These circumstances have
introduced an added layer of complexity
and uncertainty to the process of transfer-
ring bags between flights, especially when
those flights are operated by different air-
lines. This has become a significant de-
terrent for travelers considering self-con-
nected journeys, adding to the mounting
challenges in the travel industry..

The Planning Paradox: The final promi-
nent hurdle is the daunting amount of time
and effort required to meticulously plan a
self-connected trip. Navigating different
airlines” booking platforms and aligning
flight schedules can become overwhelm-
ing for many, potentially overshadowing
the cost benefits offered by self-connect-
ing flights. This issue underscores not
only the growing appeal for more intuitive,
streamlined booking platforms capable
of seamlessly coordinating multiple flight
segments, but also the increasing demand
for platforms that offer integrated risk
management solutions. Companies like
Hopper, for instance, provide insurance
products to protect against price jumps
and missed connecting flights, thereby en-
hancing the appeal, user-friendliness, and
security of self-connected trips.


https://www.youtube.com/watch?v=1-m_Jjse-cs
https://www.youtube.com/watch?v=1-m_Jjse-cs
https://tnmt.com/the-biggest-pain-points-in-air-travel/
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And Hopper is certainly not the only com-
pany addressing these challenges. The ex-
ponential growth of Virtual Interlining spe-
cialized booking platforms over the past
few years perfectly exemplifies the Planning
Paradox. For instance, Kiwi.com has seen a
meteoric rise in its gross revenues, escalat-
ing from €150 million in 2015 to an astound-
ing €2.1 billion in 2022. Such growth under-
lines the market’s desire for and recognition
of efficient platforms that facilitate Virtual
Interlining, signifying a solid foundation for
the continued expansion of this trend.

VIRTUAL INTERLINING:
THE FUTURE TRAJECTORY

As we navigate the dynamic landscape of
airline inventory and alliance strategies,
it becomes increasingly clear that Virtual

Kiwi.com’s Impressive Revenue Trajectory

In million €
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0

Source: OAG Analysis, Kiwi.com, Deloitte
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Interlining is more than a fleeting trend.
This rapidly evolving model, enabled by
innovative technology and changing con-
sumer behaviors, is disrupting the estab-
lished norms of the airline industry.

As it continues to permeate the sector, we
now turn our attention to the potential fu-
ture of Virtual Interlining. How might this
trend continue to evolve?

What new opportunities could emerge?

To gain a clearer picture, let’s delve deep-
er into three significant sub-trends that are
set to further shape the trajectory of Virtual
Interlining in the years to come.

2022

Www.o0ag.com



http://www.kiwi.com
https://storage.aerocrs.com/aerocrs/blog-content/Kiwi.pdf
https://www.mnaport.com/en-CZ/media/flight-search-engine-kiwi-com-reports-record-revenues
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The Future of Virtual Interlining

Airports Taking
Over Control

In the future of Virtual Interlining, airports
will take a more active role, streamlining
self-connection processes and offering

services to improve passenger experiences.

Source: OAG Analysis

Virtual Interlining
Going Multimodal

Virtual Interlining will embrace multi-
modality, incorporating various travel forms
such as trains and long-distance buses. This
shift recognizes that journeys extend
beyond the airport.
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Airlines Embracing
Virtual Interlining

Airlines are increasingly harnessing
emerging tech to embrace Virtual
Interlining, enhancing customer choice.
Collaborations with tech players like OAG,
whose data enables seamless interlining,
underscore this dynamic shift.

www.oag.com

AIRPORTS STEPPING IN:
THE CHANGING ROLE IN FACILI-
TATING SELF-CONNECTIONS

Airports play a crucial role in the airline in-
dustry’s ecosystem, and their significance
is not lost in the context of Virtual Interlin-
ing. Indeed, airports stand at the forefront
of opportunities to streamline the self-con-
nection process and mitigate existing pain
points. By designing services to expedite
passenger processes, airports can reduce
the risk of missed connecting flights, assist
with baggage recheck and reclaim proce-
dures, and provide on-site help, thereby
enhancing the self-connecting experience.

An example of such innovation is Buda-
pest Ferenc Liszt International Airport
(BUD), which, in collaboration with Kiwi.
com, launched a-new.service, “bud:con-
nects.” The service, aimed at self-connect-
ing passengers, seeks to minimize airport

connecting times by offering assistance
directly within the airport. Kiwi.com oper-
ates self-transfer desks in each of Buda-
pest Airport’s terminals to facilitate seam-
less transfers between airlines.

Similarly, Marseille Provence Airport has
introduced a Smart Pass service, provid-
ing self-connecting passengers with fast-
track access through the airport, along
with discount vouchers for duty-free shops
and restaurants. The service’s goal is to
expedite connection times, optimize stop-
over traffic, and ultimately, elevate the pas-
senger experience.

Further stepping up to the self-connect-
ing challenge, several airports like London
Gatwick (LGW)and Hamburg Airport (HAM)
are pioneering solutions for self-connect-
ing challenges. Both have introduced ded-
icated baggage drop areas within the re-
claim hall and have re-designed terminal
layouts for a smoother transit experience.


https://simpleflying.com/budapest-airport-kiwi-partnership/?newsletter_popup=1
https://simpleflying.com/budapest-airport-kiwi-partnership/?newsletter_popup=1
https://www.futuretravelexperience.com/2022/04/marseille-provence-airport-partners-with-kiwi-com-to-launch-self-connect-service/
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All these initiatives are particularly relevant
for airports experiencing a high volume of
self-connecting flights. As Virtual Interlin-
ing continues to gain momentum, we can
expect more airports to explore similar
service offerings, embracing their evolving
role in this dynamic landscape.

VIRTUAL INTERLINING BEYOND
THE SKIES: EMBRACING
MULTIMODAL TRANSPORTATION

The world of Virtual Interlining is not con-
fined to the skies alone. An evolution to-
wards connected travel journeys demands
the incorporation of various forms of mo-
bility, including trains, long-distance buses,
and shared urban mobility options. This
movement recognizes that travel does not
begin and end at the airport but encom-
passes the entire journey to and from the
airport, thereby necessitating intermodal
travel.

Several significant strides have been made
towards this integration:
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2 Kiwi.com, for instance, has already be-
gun combining air travel with ground
transportation options.

2 Meanwhile,inltaly, passengers arriving
at Rome Fiumicino airport by train with
Trenitalia, and holding an onward ITA
Airways ticket to any domestic or inter-
national destination, can conveniently
check in and drop off their luggage di-
rectly at the station via dedicated FCO
Connect desks serviced by Swissport.

2 A pioneering initiative has been
launched in Germany, where Deutsche
Bahn (DB), the national railway com-
pany, has become the world’s first. In-
termodal Partner of Star Alliance. This
model ingeniously combines airlines
with railways, linking loyalty systems
and facilitating seamless transit be-
tween airports and train stations. Star
Alliance aims to extend its intermodal
partnerships in the future, marking a
promising trend in the realm of Virtual
Interlining and intermodal travel.



https://etrr.springeropen.com/articles/10.1186/s12544-019-0387-z
https://etrr.springeropen.com/articles/10.1186/s12544-019-0387-z
https://economyclassandbeyond.boardingarea.com/2023/05/09/ita-airways-to-add-intermodal-travel-options/
https://www.lufthansagroup.com/en/newsroom/releases/db-becomes-the-first-intermodal-partner-of-star-alliance.html
https://www.lufthansagroup.com/en/newsroom/releases/db-becomes-the-first-intermodal-partner-of-star-alliance.html
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EMBRACING TECHNOLOGY:
AIRLINES VENTURING INTO
VIRTUAL INTERLINING

In a significant shift in the aviation land-
scape, airlines are increasingly embrac-
ing emerging technology to proactively
engage with Virtual Interlining offerings.
While they were initially hesitant, airlines
are now recognizing the undeniable value
in enhancing customer choice through Vir-
tual Interlining.

This evolving dynamic has led to closer
collaborations with key technology players
and data integrators, including our team
here at OAG. We handle vast volumes of
data, stemming from multiple sources
across diverse formats and technologies.
Every day, we process millions of sched-
ule changes and flight status updates
from hundreds of airlines, delivering these
changes to our customers in near re-
al-time. Our ability to synchronize data into
a single source through advanced technol-
ogy is becoming increasingly essential for
companies like Kiwi, Dohop, and Hopper
(see-more details here) to facilitate seam-
less interlining trips. Our offerings include
robust schedules, comprehensive flight
status data, and detailed minimum con-
necting time data. Additionally, we evalu-
ate the “risk” of connections by analyzing
historical cancellation rates and flight
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delays. These data points play a critical
role in the successful execution of Virtual
Interlining, see the case of Dohop.

Several airlines have recently embarked
on initiatives to capitalize on Virtual Inter-
lining.

2 A year ago, a virtual interlining agree-
ment was launched between Jetstar
and-IndiGo, giving travelers in India
and Southeast Asia more options to
book low-cost fares with both airlines
through one platform.

2 Last September, Thai Viethet, as well
as Jazeera Airways, have both part-
nered with Dohop to allow their cus-
tomers to book tickets across airlines
that do not have traditional interline or
code-sharing agreements.

2 In December 2022, Airasia partnered
with Kiwi.com to transform the carri-
er into the ASEAN super app for trav-
el and lifestyle. Kiwi.com provides the
app with flights to over 3,000 destina-
tions worldwide.

2 Another noteworthy initiative was
launched last February when Aegean
Airlines introduced the Dohop Virtual
Interlining platform to expand connec-
tivity.


https://www.oag.com/blog/virtual-interlining-rebooting-self-connection-model
https://www.oag.com/dohop-case-study?hsCtaTracking=32cd8afa-b250-49b0-aa5f-476cd1f990f7%7C32974211-b565-44ef-835b-f2d4e730da5a
https://simpleflying.com/jetstar-indigo-partnership-launch/
https://simpleflying.com/jetstar-indigo-partnership-launch/
https://www.traveldailymedia.com/thai-vietjet-partners-with-dohop/
https://www.timesaerospace.aero/news/technology/jazeera-airways-launches-jazeera-global-in-partnership-with-dohop
https://www.mzv.cz/kualalumpur/en/economy_and_trade/airasia_com_transforms_into_super_app_by.html
https://www.mzv.cz/kualalumpur/en/economy_and_trade/airasia_com_transforms_into_super_app_by.html
https://www.travolution.com/news/agean-launches-dohop-virtual-interlining-platform-to-expand-connectivity/
https://www.travolution.com/news/agean-launches-dohop-virtual-interlining-platform-to-expand-connectivity/
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Overview

These initiatives highlight the shift in air-
line strategies and the future of Virtual In-
terlining. Airlines and technology players
are converging to create an integrated and
flexible travel ecosystem.

The confluence of these emerging trends
— active airport involvement, multimod-
al integration, and airlines’ embrace of
technology and data - is creating a fertile
ground for innovation.

Recognizing the potential of Virtual Inter-
lining, an array of companies has ventured

The Virtual Interlining Company Landscape

Virtual Interlining Specialists

These trailblazers in the airline industry have built their
platforms around the concept of Virtual Interlining. They
specialize in enabling multi-airline, multi-ticket trips and take
pride in their ability to navigate the intricacies of Virtual

TRAVEL TECH REPORT 2023

into this field, each bringing unique solu-
tions to address the complexities of
self-connecting flights. They range from
dedicated startups centered around this
technology to established OTAs and book-
ing platforms incorporating Virtual Interlin-
ing as an additional feature.

To conclude our exploration of Virtual In-
terlining, let’'s spotlight these two distinct
groups - the Virtual Interlining Specialists
and the Virtual Interlining Generalists -
each contributing in their own way to re-
shape the future of the airline industry.

@ Expedia

This group includes established OTAs and booking platforms.
For them, Virtual Interlining is an added feature,
complementing their diverse services. Recognizing the demand
for self-connecting flights, they incorporate Virtual Interlining as

Interlining. one part of their multifaceted offerings.

Www.0ag.com
Source: OAG Analysis
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5 MAXIMIZING FLEXIBILITY: THE
INNOVATIVE TRANSFORMATION
OF AIRLINE PAYMENTS
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Framework

From OLD to NEW — The Transition in the Airline Business

Source: OAG Analysis

As the digital revolution continues to re-
shape the airline industry, new payment
methodologies have emerged to cater to
changing consumer behaviors and techno-
logical advancements.

This shift, much like the transformations
brought about by next-gen Revenue Man-
agement, New Distribution Capability
(NDC), Ancillaries, and Virtual Interlining,
is propelled by the dual engines of inno-
vative technology and evolving consumer
needs for more flexibility and convenience
in booking air travel.

Today’s air travelers are increasingly seek-
ing the ease and immediacy of e-commerce
experiences like Amazon when booking
flights. To meet these expectations, airlines
and Travel Tech providers are eagerly in-
novating to deliver smooth, seamless, and
flexible payment experiences.
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In this chapter, we aim to explore the fas-
cinating intersection of travel and fintech,
a melding of disciplines that are redefining
payment methods in the airline industry.

Before diving into the specific innovative
mechanisms, we first seek to provide a
broad understanding of the importance and
relevance of the payment sector within the
context of airlines. This overview sets the
stage for appreciating the magnitude and
implications of the shift that’s currently un-
derway.

With the foundations laid, we will subse-
quently delve into three transformative ap-
proaches, each with unique benefits and
challenges, contributing to the exciting evo-
lution of the air travel payment landscape:

2 Airticket price freezes

2 Subscription plans

2 Buy-now-pay-later or installment
schemes

Payment

From fixed to flexible payment schemes

Future Airline Retail

Creating the right offer
at the right time

Www._oag.com
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THE HIDDEN VALUE IN
AIRLINE PAYMENTS

Examining the airline industry through the
lens of payment methods, it may initially
seem as though this area lacks significant
pain points for travelers and, thus, com-
mercial importance for airlines. However,
such a view tends to underestimate the
enormous impact even slight improve-
ments can have on an airline’s bottom line.

Consider the vast scale of payment trans-
actions in this context: every year, approx-
imately 2.9 billion payment transactions
for airline bookings occur globally, accord-
ing-to-McKinsey, representing a value of
around $803 billion USD in 2023, as pro-
jected by IATA.

TRAVEL TECH REPORT 2023

Such immense volumes of business trans-
actions come with a hefty price tag. The
airline industry shells out over $20 billion
USD annually on payment costs alone, as
reported by the aforementioned McKinsey
study. This equates to 2.5% of airlines’ to-
tal revenue, and, even more astonishingly,
more than 2x the industry’s expected.net
profit in 2023.

A significant chunk of these expenses can
be attributed to the extensive use of credit
cards, which account for around 70% of re-
tail transactions. While undeniably conve-
nient for customers, credit card payments
impose considerable costs on airlines.
However, it's worth noting that this is not
universally the case.


https://www.mckinsey.com/industries/travel-logistics-and-infrastructure/our-insights/airline-retailing-how-payment-innovation-can-improve-the-bottom-line#/
https://www.mckinsey.com/industries/travel-logistics-and-infrastructure/our-insights/airline-retailing-how-payment-innovation-can-improve-the-bottom-line#/
https://www.iata.org/en/pressroom/2023-releases/2023-06-05-01/#:~:text=Revenue%3A%20Industry%20revenues%20are%20expected,%2D10%25%20on%202019).
https://www.iata.org/en/pressroom/2023-releases/2023-06-05-01/#:~:text=Revenue%3A%20Industry%20revenues%20are%20expected,%2D10%25%20on%202019).
https://www.iata.org/en/pressroom/2023-releases/2023-07-06-01/#:~:text=In%202023%20we%20expect%20airlines,sustainable%20in%20the%20long%2Dterm.
https://www.iata.org/en/pressroom/2023-releases/2023-07-06-01/#:~:text=In%202023%20we%20expect%20airlines,sustainable%20in%20the%20long%2Dterm.
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Overview

More Innovative Payment Systems Benefit The Airline Industry In Two Ways

Save Costs
In $ Billion

25

For certain airlines, having their own brand-
ed credit cards via strategic partnerships
can be extremely profitable. These cards,
often offering rewards and travel benefits,
can generate significant revenue, offset-
ting the cost of transactions and creating
a strong customer retention tool. Nonethe-
less, the broader issue of payment costs in
the industry persists and necessitates in-
novative solutions.

But the implications of payment meth-
ods within the airline industry extend be-
yond the realm of cost reduction. Indeed,
the evolution of payment methods offers
new opportunities for airlines. By diversify-
ing payment options and enhancing flex-
ibility, airlines can sell a range of modular
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protections for flights, hotels, car rentals,
and even alternative accommodations—a
subject closely related to our deep dive
into Ancillaries.

Above all, it’'s about delivering more flex-
ibility in travel bookings. By providing an
array of payment options, airlines could
potentially expand their market reach and
attract new customer segments. McKinsey
projects that through strategic advance-
ments in payment methods, airlines could
generate an additional $14 billion USD in
value by 2030. This prediction underscores
the fundamental role payment innovations
will play in shaping the future of the airline
industry.

Increase Sales

In $ Billion
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0

Expected total airline
industry revenue in 2023

Expected total airline
industry net profit in 2023

Expected ~2% gain via
payment innovation

Annual airline industry's
payment costs

Source: OAG Analysis, McKinsey, IATA www.oag.com



https://www.mckinsey.com/industries/travel-logistics-and-infrastructure/our-insights/airline-retailing-the-value-at-stake
https://www.mckinsey.com/industries/travel-logistics-and-infrastructure/our-insights/airline-retailing-the-value-at-stake
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Comparison

THE UNDER-EXPLORED TERRAIN:
AIRLINE PAYMENTS

Despite the significant value at stake, pay-
ments remain an oftentimes under-ad-
dressed strategic topic within the airline
industry. Given its pivotal role as the con-
nector between airlines and customers,
payments form an essential part of future
retailing strategies.

Surprisingly, the sector often lacks the reg-
uisite transparency and engagement. Air-
lines frequently overlook the importance of
monitoring payment and transaction data.
KPIs such as payment success rate, cost
per transaction, chargeback rate, payment
method mix, and customer retention rate
through branded credit cards are often
underutilized. The creation of dedicated
roles to focus on these metrics could lead
to substantial improvements in efficiency
and profitability.
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The inability to capitalize on the link be-
tween payments and customer experience
is another shortfall, with these domains
typically managed as separate entities
within an airline organization. This seqgre-
gation may contribute to the high shop-
ping cart abandonment rates seen on air-
line websites, which.can soar up to.90%.

However, payments are not just about fi-
nancial transactions - they play an in-
tegral role in the customer journey, with
each touchpoint presenting potential rev-
enue-generating opportunities. Accord-
ing-to-McKinsey, there are up to ten pay-
ment-related touchpoints along the typical
customer journey.

Thus, airlines are poised to enhance the
retail customer payment experience, es-
pecially in direct channels, to reduce drop-
outs and unlock considerable value.

Airlines Face Extremely High Booking Abandonment Rates

Online shopping cart abandonment rates

Source: Econsultancy, Skift

19%

Airlines

687

All Retail

Www.oag.com



https://www.salecycle.com/blog/strategies/why-airlines-have-the-highest-booking-abandonment-rates/
https://www.mckinsey.com/industries/travel-logistics-and-infrastructure/our-insights/airline-retailing-how-payment-innovation-can-improve-the-bottom-line#/
https://www.mckinsey.com/industries/travel-logistics-and-infrastructure/our-insights/airline-retailing-how-payment-innovation-can-improve-the-bottom-line#/
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Survey

THE MELDING OF TRAVEL
AND FINTECH

In recent years, the travel industry has
made strides in the innovation of pay-
ments, recognizing the immense value in-
herent in this sphere.

According to the Amadeus Travel Fintech
Research Report, the majority of travel
businesses consider fintech and payments
as a priority, with more than 80% intending
to maintain or increase their pre-pandemic
investment levels.

This has propelled intermediaries, including
online booking platforms and travel agen-
cies, to earmark payments as a key differ-
entiation opportunity, with larger entities

Payment Innovation Is Viewed As A High Priority

Share of travel companies in 2022 and their spending
plans to invest in Fintech and payment going forward

Source: Amadeus

Increase investments compared

to 2021
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investing in fintech solutions to streamline
the end-to-end payment journey.

A discernible trend is the convergence of
travel and fintech sectors, a phenomenon
that gained momentum in the post-pan-
demic landscape, as PhocusWire con-
cludes.

The race to provide an integrated travel,
payment, and tech platform to capture the
traveler’s journey has stimulated this de-
velopment. Intriguingly, this convergence
manifests bidirectionally: while financial
behemoths and fintech providers venture
into the travel domain, travel providers
reciprocate by building or incorporating
fintech offerings.

Reduce investments compared
to 2021

Maintain investments compared
to 2021

Www.oag.com



https://amadeus.com/en/insights/press-release/travel-companies-plan-fintech-investment-boom-capture-rebound
https://amadeus.com/en/insights/press-release/travel-companies-plan-fintech-investment-boom-capture-rebound
https://www.phocuswire.com/digital-transformation-travel-insurance
https://www.phocuswire.com/digital-transformation-travel-insurance
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Some noteworthy examples include bank-
ing giants like Citi (in collaboration with
Booking) and Capital One (with the help of
Hopper) launching travel platforms, while
JP Morgan is spearheading a full-service
travel business initiative.

On the flip side, travel companies like
Booking Holdings and Amadeus have cre-
ated dedicated fintech units or separate
payments businesses.

A standout case is Hopper, which signifi-
cantly expanded its fintech product suite
in 2019, leading to these products con-
stituting about 40% of its total revenue
in 2022, as reported by Skift. This under-
scores Hopper’s early identification and
successful capitalization on this strategic
area.

Overview

Hopper’s Strategic Bet On Fintech Has Literally Paid Off

Hopper’s revenue trajectory in million USD

OTravel bookings ®Fintech products
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2019

Source: OAG Analysis, Skift, Hopper statements www.oag.com



https://www.phocuswire.com/citi-launches-travel-platform-with-booking-com
https://www.cnbc.com/select/capital-one-debuts-new-travel-portal/
https://www.forbes.com/sites/ronshevlin/2022/08/02/why-is-jpmorgan-chase-building-a-travel-agency/
https://www.forbes.com/sites/ronshevlin/2022/08/02/why-is-jpmorgan-chase-building-a-travel-agency/
https://skift.com/2021/07/09/booking-holdings-new-fintech-unit-aims-to-help-travelers-beat-banks-at-their-own-game/
https://www.businesstravelnewseurope.com/Payment-Expense/Amadeus-to-launch-new-payments-business-in-2023
https://research.skift.com/report/hoppers-rise-in-travel-2023/?utm_campaign=Research%20Charts&utm_content=253308848&utm_medium=social&utm_source=linkedin&hss_channel=lcp-2641998
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Overview

Three Transformational Approaches To Redefine Airline Payments

Air Ticket Price
Freezes

Price Freezes offer customers the ability to
lock in fares for a defined period, effectively
mitigating the widespread pain point of
fluctuating ticket prices, and significantly
reducing shopping cart abandonment rates.

Airline Subscription
Plans

Subscription Plans offer regular flat-fee

access to flights over a specific time period,

adopting a familiar consumer model to the
airline industry and potentially increasing
customer loyalty and steady revenue
streams.

Buy-Now-
Pay-Later

Buy-Now-Pay-Later (BNPL) allows
consumers to split travel costs into
interest-free installments, enabling more
financial flexibility and potentially
increasing conversion rates and average
order value.

Source: OAG Analysis WWW.0ag.com

As we traverse the evolving landscape of
travel booking and payment methods, the
digital transformation journey promises to
alleviate payment friction, adding another
layer of convenience for travelers.

To shed light on the tangible benefits of
this trend for travelers, we will now delve
into the three areas we mentioned earlier:
air ticket price freezes, subscription plans,
and buy-now-pay-later schemes.

PRICE FREEZES: TAMING THE
FLUX IN AIRFARES

One of the enduring pain points for travel-
ers has been the frustrating fluctuations in
air ticket fares. This irritation has become
increasingly relevant due to the airlines’
shift towards dynamic and even continu-
ous pricing.

While these pricing techniques help air-
lines maximize revenue and load factor,

they often lead to customers sec-
ond-guessing their purchase decisions,
wondering if they might secure a better
deal later. This uncertainty likely contrib-
utes to the above-average shopping cart
abandonment rates we discussed earlier.

Travel tech company Hopper was among
the first travel booking platforms to ad-
dress this concern by introducing so-
called “Price Freezes.” With this feature,
customers can freeze a quoted price for a
small surcharge, securing that price forup
to 21 days while they finalize their plans.
If the cost of the booking rises during
this period, Hopper covers the difference
up to $100 USD. Conversely, if the price
drops, the customer pays the lower rate.
The average cost of a Price Freeze poli-
cy is around $30 USD, but according to
Hopper, travelers using this option have
saved an average of $80 USD on their
tickets, with average savings rising to
$200 USD for flights booked during hol-
iday times.
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Although Hopper is a well-known pioneer
of the price freeze feature, it is not alone
in offering this service. Our research has
identified more than 30 booking platforms
that offer similar options under various
names such as “Secure Price,” “Hold Price,”
and “Keep Fare’”

Interestingly, WizzAir's “Fare Lock” was in-
troduced as far back as 2017, even before
Hopper popularized its Price Freeze. The
latter has now been white-labeled and is
offered by numerous other travel provid-
ers, including Trip.com, Agoda, Amadeus,
JetBlue, and MakeMyTrip.

FLIGHT SUBSCRIPTIONS: THE
EMERGING TREND IN AVIATION

In recent years, the subscription economy
has permeated every aspect of our lives.
We pay flat fees for streaming services,
expedited deliveries, online storage, and
much more.

Interestingly, the airline industry, typical-
ly an early adopter of pricing innovations,
is only now beginning to fully incorporate
subscription models into its services. How-
ever, it's worth noting that travel poses a
unique challenge when it comes to sub-
scription services. Unlike the frequent us-
age patterns seen in music streaming, for
example, travel tends to be a “low volume,
high value” activity. This means that mak-
ing subscription models work effectively in
this context might prove more challenging
when compared to services consumed on
a more regular basis.
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Nonetheless, there are promising initia-
tives that are exploring and overcoming
these challenges in exciting ways. The
conceptis simple: customers pay a regular
flat fee granting them access to specific
flight services for a predetermined period.
Here are several promising airline initia-
tives emerging in recent times:

2 WizzAir and Caravelo’s partnership
introduced the “Flight Pass,” allowing
subscribers two round trips per month
for a monthly fee starting at $49. The
service has been particularly success-
ful among millennials, Generation X,
and Gen Z travelers.

2 Alaska Airlines also launched a flight
subscription. program in partnership
with Caravelo.

2 Frontier Airlines rolled out its GoWild
all-you-can-fly pass in May of this year.

2 \Volaris in Mexico and Air Asia in Malay-
sia have launched flight subscription
products, reportedly with promising
results.

As the subscription model continues to
transform industries globally, airlines are
waking up to the benefits of consistent
revenue and customer loyalty these plans
can deliver.

It'll be fascinating to see how this trend
develops and impacts the future of airline
commerce.


https://www.businesstraveller.com/business-travel/2017/08/17/wizzair-launches-fare-lock-service/
https://media.hopper.com/news/trip-com-to-add-hoppers-price-freeze-to-flight-inventory
https://media.hopper.com/news/agoda-announces-a-new-price-freeze-function-in-partnership-with-hopper-cloud
https://thepointsguy.com/news/hopper-amadeus-partnership/
https://finance.yahoo.com/news/hopper-fills-gap-jetblue-partnership-063000674.html
https://www.webintravel.com/makemytrip-partners-with-hopper-to-offer-travellers-flexibility-in-booking-trips/
https://www.phocuswire.com/Wizz-Air-announces-Europe-first-flight-subscription-service
https://www.phocuswire.com/alaska-airlines-launches-flight-subscription-program
https://www.phocuswire.com/alaska-airlines-launches-flight-subscription-program
https://www.caravelo.com/
https://upgradedpoints.com/news/frontier-gowild-all-you-can-fly-pass/
https://upgradedpoints.com/news/frontier-gowild-all-you-can-fly-pass/
https://www.aerotime.aero/articles/is-subscription-pricing-the-next-big-thing-in-aviation
https://www.aerotime.aero/articles/is-subscription-pricing-the-next-big-thing-in-aviation
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THE BUY-NOW-PAY-LATER WAVE
IN AIR TRAVEL

Buy-now-pay-later (BNPL), a burgeoning
(and heavily debatable) trend in the online
retail landscape, is now making its mark in
the airline industry. This financial tool lets
consumers split retail transactions into
smaller, mostly interest-free installments
that they can repay over time, making it an
attractive option for those who value finan-
cial flexibility.

However, it's important to recognize the
context within which BNPL schemes are
growing. Their uptake is likely linked not
just to their availability and convenience,
but also to economic circumstances, lev-
els of disposable income, inflation, and
other economic factors limiting people’s
purchasing power. Some observers have
raised concerns about these schemes,
suggesting they utilize a tougher econom-
ic environment and may exploit people’s
desire to spend beyond their means. While
BNPL can provide beneficial financial flexi-
bility, it’s crucial to bear in mind the poten-
tial risks and drawbacks of overextending
financially.
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Undoubtedly, the adoption of BNPL has
seen a dramatic increase over the past
five years. In the United States alone, it’s
estimated that nearly a quarter of the pop-
ulation — approximately 59 million people
above the age of 14 with internet access
— used BNPL at least once in the past year,
according to Insider Intelligence. This is
in stark contrast to 2018, when less than 2
million people (or 0.6% of Americans) had
used this payment method.

This trend is not limited to the United
States; the rapid adoption of BNPL is ob-
servable in most developed countries.
Globally, forecasts on BNPL spending
anticipate impressive Compound Annual
Growth Rates (CAGR) of between 22% and
26% until 2030, depending on the source.

Traditionally, the travel sector was slower
to embrace the BNPL trend.


https://www.insiderintelligence.com/chart/253824/us-buy-now-pay-later-users-2018-2025-millions-of-population
https://finance.yahoo.com/news/buy-now-pay-later-market-064000520.html?guccounter=1&guce_referrer=aHR0cHM6Ly93d3cuZ29vZ2xlLmNvbS8&guce_referrer_sig=AQAAAIMi3hf5OzyF2JzPJPvQ7FtkjzQEzk05CDkMgfipEK1O3fEMSC0Zava2W306UNLREXdbAH84PKAyBlDnNhvm-zbeqlr_6SLKk4B9DAlyxChUQ5WolYLKhFFMXcF9aIyunzAbTPhDqlq59YnEX-rzVkSKhW235g4OzLdLVvnraKaO
https://www.prnewswire.com/news-releases/buy-now-pay-later-market-to-be-worth-39-41-billion-by-2030-grand-view-research-inc-301537950.html#:~:text=SAN%20FRANCISCO%20%2C%20May%203%2C%202022,by%20Grand%20View%20Research%2C%20Inc.
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In 2019, less than 1% of the total travel mer-
chandise value was paid through deferred
payments, according to research from the
Consumer Financial Protection Bureau.
However, this trend has rapidly evolved.
BNPL in travel is now outpacing most oth-
er retail categories, demonstrating the vast
potential for airlines and travel providers
to leverage this increasingly popular pay-
ment method.

Yet, it’s crucial to consider the underlying
economic conditions driving this growth.
For many, annual holidays and travel
plans are non-negotiable — a “holy” part
of their yearly summer routine. In tougher
economic times, consumers may feel
compelled to use installment payments to
finance these trips. This necessity could
be contributing significantly to the rapid
adoption of BNPL in travel.

Critics, therefore, question whether the rise
of BNPL is truly a sign of innovation or if it’s
more a response to economic necessity.

Regardless of these debates, the trend’s
momentum in the travel industry is
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undeniable and suggests an avenue that
airlines and travel providers can’t afford to
ignore.

Current survey data reinforces the huge
potential of BNPL within the travel sector
going forward.

2 According to Amadeus, approximate-
ly 40% of travelers would consider us-
ing BNPL to book their next summer
vacation.

2 Even more strikingly, almost 70% of
travelers revealed that they would be
willing to spend more on a given trip if
offered a BNPL payment option.

These attitudes are also reflected in re-
al-world booking behavior.

An iSeatz report found that offering a
BNPL option at checkout can boost con-
version rates by 20 to 30% and elevate av-
erage ticket sales by 30 to 50%.


https://files.consumerfinance.gov/f/documents/cfpb_buy-now-pay-later-market-trends-consumer-impacts_report_2022-09.pdf
https://outpayce.com/en/forms/pay-when-you-fly-download
https://www.phocuswire.com/Buy-now-pay-later-opportunity-credit-card-issuers-travel

Comparison
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Travel Is Among The Fastest Growing Online Buy-Now-Pay-Later (BNPL) Categories

CAGR (2019-2021) for selected BNPL online categories

Travel

Health

Apparel

Beauty
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Source: OAG Analysis, cfbp data

Uplift, a leading BNPL provider (recently
acquired by Upgrade) that has partnered
with more than 30 airlines, including Unit-
ed Airlines, Lufthansa, Air Canada, and
AeroMexico, has observed a notable shift
in customer behavior due to BNPL op-
tions. According to their CEO, consum-
ers who would typically opt for economy
seats are now more likely to purchase pre-
mium economy or even first-class tickets,
demonstrating that BNPL empowers con-
sumers to splurge on superior services.

Thus, BNPL doesn’t merely facilitate pay-
ments; it actively encourages incremental
sales, raises the average order value, and
attracts a new customer demographic.

Yet, this potential upside for airlines may
also stimulate consumers to overextend
their budgets, a responsibility that provid-
ers must very carefully manage.

500% 600% 700% 800%

www.oag.com

Nevertheless, the commercial benefits
have led many airlines to experiment
with BNPL features. Travel+lLeisure has
compiled a list of 16 airlines offering BNPL
options, including the latest adopters like
Eastern Airways, Iberia, and Jet?2.

Our own OAG research indicates that more
than 60 airlines are now offering BNPL in
one form or another. To facilitate the im-
plementation of BNPL, airlines commonly
collaborate with a growing breed of BNPL
Travel Tech startups like Uplift, FlyNow-
PayLater, Affirm, Klarna, Pay Later Travel,
and Flymble.

With the right implementation and ethical
considerations, BNPL can indeed trans-
form how consumers book and pay for
their air travel, making it a key component
in the digital transformation of the airline
industry.


https://www.uplift.com/
https://www.phocuswire.com/buy-now-pay-later-travel-solution-uplift-acquired-for-100m
https://www.cnbc.com/2022/10/31/want-to-book-a-flight-but-pay-for-it-next-year-heres-how-it-works-.html
https://www.travelandleisure.com/travel-tips/pay-flight-installment-websites
https://www.flynowpaylater.com/de/
https://www.flynowpaylater.com/de/
https://www.affirm.com/
https://www.klarna.com/sofort/
https://www.paylatertravel.com/
https://flymble.com/
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Ranking

THE STRATEGIC IMPORTANCE OF
PAYMENT INNOVATIONS

In conclusion, as the landscape of airline
commerce continues to evolve, the inter-
section of travel and fintech is not just an
exciting opportunity for innovation, but a
Strategic imperative.

By improving payment methods with ap-
proaches like Price Freezes, Subscription
Models, and Buy-Now-Pay-Later schemes,
airlines can prevent further disintermedia-
tion and truly tap into the full value of air-
line retailing.

These novel payment strategies are not
only transforming the way we book and
pay for travel. They are also helping to re-
define the relationship between airlines
and their customers.

The future of airline commerce will be
shaped by airlines that embrace these

Emerging Airline Payment Tech Players

D = e
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changes, seizing the opportunity to en-
hance the customer experience and opti-
mize their own revenue streams.

In the visual below, we have gathered ten
of the most promising Travel Tech startups
leading this transformation. These start-
ups, specifically focused on travel, repre-
sent the vanguard of this shift, reshaping
the future of airline commerce one trans-
action at a time.

Please note that we have intentionally
excluded non-travel-specific BNPL pro-
viders like Affirm and Klarna from this list.
Additionally, we have included a select
few Travel Membership providers, which
are especially committed to enabling
more affordable airline flight prices, de-
Spite the existence of many more in the
wider market.

Fly Now Pay Later BNPL 2013

Airfordable BNPL 2015 Tiny airfordable.com
n PayLater Travel BNPL 2018 Tiny paylatertravel.com
n Flymble BNPL 2017 Tiny flymble.com

Source: OAG Analysis Wwww.oag.com
*According to LinkedlIn as of July 24, 2023
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In retrospect, our six-chapter report has set out to unveil the profound transition occurring in
the airline industry, particularly focusing on technology’s pivotal role. From revenue manage-
ment, distribution, ancillaries to inventory management, and payments, the digital revolution
is reshaping the industry’s face.

Yet, it’s crucial to note that these are just some of the dimensions of this broad and ever-evolv-
ing transition. There are countless more facets to uncover, and we are still at the beginning of
understanding the full potential of technology’s transformative power in the airline sector. It's
a journey filled with innovation, creativity, and groundbreaking developments, one that doesn’t
cease with the last page of this report. This exploration serves as a substantial foundation for
understanding the current state of the Airline Tech Transition, but it’s only the first step.

We at OAG are committed to continually uncovering and examining the changes, challenges,
and opportunities that lie ahead. Therefore, we invite you to join us on this journey and regular-
ly visit the OAG website for further insights into the future of travel. Together, we will continue
to navigate this rapidly evolving industry, always on the hunt for the next transformative trend.

www.oag.com



http://www.oag.com
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For more information, visit www.oag.com
or email us on contactus@oag.com

USAGE AND ATTRIBUTION

This information can be reproduced either in whole or in part, online or in print, for non-com-
mercial purposes only, but must include attribution to OAG and a link to www.oag.com.

DISCLAIMER

OAG Aviation Worldwide Ltd has used reasonable efforts in collecting and preparing data in
the report but cannot and does not warrant that the information contained in this report is
complete oraccurate. OAG Aviation Worldwide Ltd hereby disclaims liability to any person for
any loss or damage caused by errors or omissions in this report.

© 2023 OAG Aviation Worldwide Limited.
All rights reserved.
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