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Airlines Seek to Simplify
Operations

Aligning with Industry-
Best Practices

TAM Extends Leadership



Revenues were down.

Traffic was sluggish.

Coordinated schedules

with new alliance partners

were non-existent.

Alitalia Airlines, the

Italian flag carrier, realized

it had plenty of room to

improve its operations in

order to weather the chal-

lenging economic conditions

in the airline industry. But

the airline also realized

it needed external help

to reach its goals.

About a year and a half

ago, Alitalia brought in Sabre

Consulting to help transform

its business processes in an

effort to improve revenue

and to get the maximum

benefits of the advanced

technology that the airline

had implemented.

The first step was

for the carrier to identify

revenue-increasing

commercial plan-

ning strategies.

As a result, the

airline moved

from a leg-based

structure to a “state of

the industry” origin and

destination model.

Alitalia decided to

move to an O&D manage-

ment structure to maximize

the revenue on its network.

This implies protecting

the availability for O&D

traffic with the highest

revenue on each leg.

With a dual hub (Rome

Fiumicino and Milan

Malpensa), Alitalia’s com-

petitive strategy has been

to develop simultaneously

third-, fourth- and sixth-

freedom traffic.

Based on this new meth-

odology, Sabre Consulting

helped Alitalia use its O&D-

based planning tools to

examine ways to restructure

its network and to deploy its

fleet more effectively.

The move to O&D also

required the airline to alter

its business processes

across the organization to

ensure that all operational

areas were aligned, and

the airline, in conjunction

with Sabre Consulting,

developed new processes

and procedures to fully

implement an O&D

perspective.

Alitalia has already

begun executing its new

strategy, making profit-

focused changes to its

organization. Results show

that Alitalia has experienced

a significant increase in rev-

enue per available seat kilo-

meters through the imple-

mentation of network,

schedule and fleet

adjustments. Alitalia

aligned its network to

better coordinate with

the schedules of its

SkyTeam alliance

partners and restruc-

tured its domestic,

North American and

European services as

well as retired inefficient

widebody fleets.

Alitalia officials said they

have been very happy with

the results, as the airline

was able to turn its planning

process from route oriented

to network oriented.

The airline immediately

begin to realize benefits

from its

restructuring

in the area

of revenue

management.

Using the O&D function-

ality of the Sabre ® AirMax TM

automated revenue manage-

ment system helped the air-

line increase the amount of

revenue it generated across

its network. To fully benefit

from the advanced technol-

ogy of the system, however,

required Alitalia to change

business processes, organize

work streams and identify

ways to realize revenue

opportunities. By implement-

ing new goals and measure-

ments, realigning depart-

mental resources and

revamping work pro-

cesses, the airline

recently realized its

first profit since 1998.

Alitalia said it selected

Sabre Consulting after

conducting in-depth

research, realizing that

it was the only company

that could provide a

highly integrated solution

leading to the ultimate

goal of maximizing reve-

nue by coordinating all

the inter-mediate steps

of the commercial and

planning processes.

Vijay Bathija is a

senior consultant with

Sabre Consulting.
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Making Change
Move to Origin and Destination
Reaps Benefits for Alitalia

Although having experienced many successful years

as a result of its multi-year growth plan, South American

airliner TAM was seeking to further improve its position

in the market place.

TAM, a leading Brazilian airline, recently completed a

multi-faceted initiative that involved restructuring areas as

diverse as network planning, flight scheduling, revenue man-

agement, sales, marketing, branding, loyalty, distribution man-

agement and airport service provision.

The restructuring project, conducted in conjunction with

Sabre Consulting, involved creating an integrated work process

that fused together different commercial areas to drive revenue

improvements. It covered strategic revenue enhancement (net-

work planning, fleet planning, marketing, branding and loyalty)

along with tactical revenue improvement (tactical scheduling,

pricing, revenue management, distribution management) and

merged these with operational areas (sales, airport service

provision, performance reporting).

“The airline growth had been faster than we had been

able to manage. We needed guidance on new commercial

practices and techniques. At the moment we realized

we needed assistance, we called Sabre Consulting because

we knew they would be the best choice for us in order to

provide an excellent level of improvement in our com-

mercial practices,”said Ubiratan da Motta, TAM’s director

of commercial logistics.

TAM’s tactical initiatives focused on the current quarter

in order to improve revenue rapidly. The carrier began

new business processes in scheduling, pricing and seat

inventory control. The results have produced significantly

higher revenues, load factors and revenue per available

seat kilometer. TAM today is the largest and strongest

domestic airline in Brazil.

The strategic revenue initiatives concentrated on establish-

ing a strong competitive position for TAM over the next five

years. The results to date show that TAM has effectively

managed its commercial growth through a difficult transition

to deregulation in the Brazilian air travel environment and

post-Sept. 11 declines in passenger demand. TAM is now a

stronger competitor against new entrants in the marketplace

as well as current low-cost and incumbent Brazilian rivals.

“Sabre Consulting has provided invaluable help as

we work to reduce costs and reposition our company

for the new realities we face,” TAM officials said.

Sabre helped TAM manage its commercial and

financial performance. Moreover, operational initiatives

were designed to control costs, improve cash flow

and increase field efficiencies. An integrated team

of TAM and Sabre personnel visited every station

served by the airline. The team’s diagnostic review

made specific recommendations on ways each station

should address sales and service provisioning. Stations

as wide ranging as Paris, France, and Palmas, Brazil —

a newly developed city in the middle of a recently cleared

section of the Amazon jungle — were examined and

measured with an objective set of criteria. The work defined

consistent service across the diverse marketplace served

by the international carrier.

Sabre Consulting played a key role in the success of the

initiative, said Wagner Ferreira, commercial and marketing

vice president of TAM. During the Sabre Consulting engage-

ment, TAM’s revenues increased by more than US$85 million.

“The results of both Sabre Consulting and TAM’s efforts

now are appearing, and the airline is becoming stronger

even during the challenging conditions the entire airline

industry has endured since September (2001),” he said.

Shane Batt is a partner in Sabre Consulting.
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The airline immediately

began to realize benefits

from its restructuring

in the area of revenue

management.

“

”

Over the course of more than four decades, TAM has grown into one of

South America’s leading airlines. In 2000, TAM Regional and TAM Meridional

carried a combined 10,902,270 passengers a total of 126,513,357 kilometers

with its fleet of more than 80 Airbus and Fokker aircraft.

october 2002




