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Foreword

Now in its ninth year, the Airline IT Trends Survey, co-sponsored by Airline Business and
SITA, has established itself as the industry’s premier technology survey. This year we
added some new questions to reflect emerging trends.

It was another good year for responses, with over half of respondents in the Airline
Business Top 100 revenue rankings. Respondents represented all areas of the industry,
with nearly two-thirds coming from flag carriers or major airline groupings. This was in
addition to our strongest response yet from low-cost carriers.

The results support the view that the industry is in its best shape for years. Projects
with proven payback, that continue to dominate investment priorities, now seem to be
delivering improved bottom line performance and new services.

The industry migration to IP is nearly complete. By the end of 2007, 80% of systems and
83% of sites will be IP enabled, with less than a fifth unlikely to migrate.

Self-service in general remains a strategic imperative, with the number of passengers
using kiosks to check-in rising to nearly one-third. For the first time we also asked
airlines the number of their passengers using the Internet to check-in, giving us a better
picture of how fast this part of the passenger journey is changing.

Technology-driven enhancements, such as online ticket sales, which have reached 35%
of all ticket sales, and an increasing adoption of e-ticketing, are making e-business
the norm.

We thank all those who took the trouble to participate this year and hope you
will continue that support next year when we mark a decade of airline IT trends
surveys over which we have charted enormous changes in the way technology is
influencing the industry.

}f,_ 744 At 27500,
Francesco Violante Mark Pilling
Chief Executive Editor

SITA Airline Business
Introduction

This report provides an executive summary to the results from the Airline IT Trends
Survey 2007. The research is divided into six broad sections. The first deals with Man-
agement Issues, addressing levels of investment and resourcing. The second focuses on
Strategic Outsourcing Issues. The third covers the move to New Technologies, including
IP migration, on-board connectivity and upgrading systems. The fourth section looks at
Passenger Services, including kiosk deployment, RIFID bag tags, bar codes on boarding
passes and online sales channels. The fifth section deals with Security. The final section
reviews the Verbatim Comments about key successes, failures and challenges for airline
IT departments.

The research was carried out in spring 2007, targeted at the world’s top 200 airline
groups, including low-cost carriers, together with a handful of operators representing
important players in the cargo, regional and charter sectors.




Part one: Management Issues

IT investment as a percentage of revenues

1999 2000 2001 2002 2003 2004 2005 2005 2007
'Y TXRRITER TETSTPPS! PRYOPIRY IUPISE NUPPOORY PRDRPRRS DRTORO PRSPPI

35 feoeeerecfreendi o do b

15 oo e b
Division of spend - Division of spend -
LN Capital: 310 |1 Capital-; 35% [
Operational: 69% Operational: 65%

os | e e e I

Average (Weighted)  Average (revenue weighted)l

o b [ [ [ ] [ [ [

Base: All respondents

Priorities in the IT investment decision

High Priority <) | ow Priority
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Projects with proven
payback / cost savings

Investments to improve
customer service

Simplifying passenger
processes

Investments to
ncrease network
security / compliance

Investments to improve
internal process efficiency

Improving / maintaining
existing infrastucture

Invesments into transport /
border security 32% 29%

Improving the utilisation --.-.

of infrastructure assets 49%
e.g. virtualisation
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Trends in total IT spend
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Spend this
year compared 27%
with 2006
Spend
expected 35%
in 2008t
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Base: All respondents

Change in the total number of employees
in IT department
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Over the

next 3 years 13%

In comparison
to 5 years ago 13%

I unchanged

Decrease ‘

|i Increased

Base: All respondents
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Part two: Strategic Issues

IT functions already outsourced /
plan to outsource
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Satisfaction with outsourced IT functions
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score

Check-in 57% 10 299% Voice communication 23
I O O B {excluding air-grond)
Reservations 8 33% Reservations 22
Network .
management Datacentre operations 22
Voice communications
(exc air-ground) Network management 22
Desk-top management
Desk-top management 20
Maintenance of
applications Flight crew / flight 21
attendant scheduling® :
Datacentre operations
. Check-in 21
Maintenance (MRO)
Flight schedule Operatlonallsf)%rtléhol 21
management
Revenue management Maintenance (MRO) 21
Finance & accounting of'vé?,',';fiﬁgﬁgﬁi 20
Operations control / * 1.9
P Repatch Revenue management
Flight crew / Flight schedul
attendant sgchedullng n:gnaézn?e#te 19
|_ Alreadydo [ Planto  [7] Keep in-house ~ No answer| |i Very satisfied [ satisfied Dissatisfied
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Part three: New Technologies

Percentage of systems that are IP-enabled
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IP-enabled

systems iz

I Currently IP enabled
[ Additional growth by the end of 2007
[ Additional growth after 2007

No intention yo migrate

Base: All respondents

Base: All respondents *Note: Small base sizes

Main obstacles to completing IP migration

Already completed

Cost of introducing
new IP applications

Not a current
business priority

Cannot justify
business case

Cost of installing new
desktop workstations

Cost of installing new
desktop workstations

Base: All respondents




Part four: Passenger Services

Expectation of services offered to passengers
on board
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Internet
access

SMS

E-mail

Mobile phone
connectivity

[ Two years
Don't know

B Already do By the end of this year
Three years [l Four years or more || Never

Initiatives implementation and planning
at organisation

0 10 20 30 40 50 60 70 80 90 100
Web check in

Passenger notification
services (e.g. SMS
E-mail, Paging, etc)

Registered passenger / 2%

traveller programme
L]

26% 27% 34%

Online trip
change services

Self boarding systems 22% 30% 30%
Mobile phone
check in 21%

Lost baggage
self service

|i In place I 1-2 years [ 3+ years Never ‘

Base: All respondents who carry passengers answering

Initiatives implementation and planning
at organisation
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Web check in

Passenger notification
services (e.g. SMS
E-mail, Paging, etc)

Registered passenger / 2%

traveller programme
]

26% 27%

Self boarding systems |73 30% 18% 30%

Online trip
change services

_ ] I
Mobile phone 20% 56% 21%
check in
] |
Lost baggage 19% 26% 18% 37%

self service
]

On board broadband [ (/] 23% 51%

|. In place I 1-2 years
Base: All respondents answering who carry passengers

[ 3+ years Never |

Base: All respondents answering who carry passengers

Proportion of ticket sales fulfilled as e-tickets
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e-tickets
sales

B Currently
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[Tl Additional growth by the end of 2009
Additional growth potential after 2009

Base: Those answering who carry passengers




Part four: Passenger Services

Most important business issue associated
with online travel sales
0 5 10 15 20 25
|
23%

Lack of payment
security / risks of fraud

Complexity of airline
pricing / fares model

Difficult to convert
‘lookers' to ‘bookers'

Lack of interlining /
codesharing capability

Not enough customers
uying online
Complication of
managing multiple
distribution channels

Desire not to upset
traditional channels

Ability to process
alternative forms
of payment
Cutomer access
to the internet

Customer access
to broadband

Base: All respondents answering who carry passengers

Expectations for offering RFID bag tags &
barcodes on boarding passes

0 10 20 30 40 50 60 70 80 90 100

Barcode on

boarding pass 9%

RFID bag tags 29%
[ [
B Already do By the end of this year [ Two years
Three years [l Four years or more [1] Never Don't know

Online channels used for selling seats
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Own website

Online travel
agencies

eg Expedia

Own website for
corporate accounts

Own travel agenc
booking portal

Joint airline site
eg Opodo,
Orbitz, Zuji
Joint alliance
website

Auction / bid sites
eg priceline.com

Do not sell
own seats

Do not use web
/ online sales

Base: Those answering who carry passengers

Plans to provide handheld devices
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Online sales and e-tickets
Proportion of all tickets sold
Percentage of Own airline All online Call e-tickets

total seatsales  website sales centres issued
None 1% 6% 3% 6%
2% or less 2% 3% 4% 1%
2% -10% 17% 10% 44% 3%
11% - 20% 27% 23% 44% 2%
21% - 30% 29% 6% 1% 1%
31% - 40% 7% 17% 3% 7%
41% - 50% 1% 9% 3% 1%
51+% 20% 30% 3% 80%

Average 2007 26.6% 35.2% 13.4% 71.5%
Unweighted 2007 19.3%  244%  187%  504%
Average 2006 24.4% 32.4% 18.6%  60.3%
Average 2005 16.4°% 20.1% 20.3%  26.6%
Average 2004 11.0% 14.5% 17.1% 19.1%
Average 2003 9.7% 15.8% - 14.7%
Average 2002 5.1% 10.1% = 11.1%

Verbatim response (voluntary question)

Base: All airlines including those who did not provide a verbal response to this
optional question. Some contributed more than one item.

Major IT successes in the last 12 months

Upgrading systems 33%
E-ticketing 24%
Improving security networks 6%
VoIP implementation 5%
Containing/ managing costs 3%
E-commerce 2%
Outsourcing 2%
SAP implentation 1%
Achieving goals within timeframe 23%
System failures 6%
E-ticketing 4%
Slow migration 1%
Lack of skilled IT staff 1%
Funding/managing/containing costs 1%
Biggest future IT challenges facing the airline industry

Adapting to change 14%
Reduce costs while maintaining profit 1%
Retirement of legacy systems 9%
E-ticketing 7%
Simplifying procedures 4%
E-commerce 3%
Finding/retaining skilled IT staff 3%
Security 3%
IP 2%
Regulatory compliance 2%
Self service 1%

Fuel costs 1%

Survey objectives
/Imethodology

B The survey objectives are to
monitor key IT trends within
the airline industry including:
e the IT environment
e outsourcing and ASP
* migration to open systems
° passenger services
e internet sales
e security

B The survey was first launched
in 1999 and comparisons are
made where appropriate with
the previous surveys. However,
note that the sample may vary
between years.

B Questionnaires were sent to
a senior IT executive in each
of the top 200 passenger
carriers, including low-cost
operators together with other
key carriers in the cargo,
regional and leisure markets
during spring 2007.

B Atotal of 100 questionnaires
were returned for inclusion
by the cut-off date, providing
an even and representative
spread across the world’s top
airlines.

B Over half of the survey
respondents are in the
Airline Business Top 100
revenue rankings.

B The research was conducted
by Reed Business Insight, the
independent research arm of
Reed Business.

Full results on CD

The full survey results, covering
over 30 questions, are available
to buy on CD priced at $450. For
details visit:
www.airlinebusiness.com
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