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“Customer Experienceis...

what executives say they are focused on when

they think no one will look closely.
Joe Pine




“Customer Experienceis...

Is the sum total of customers' perceptions and
feelings resulting from interactions with brand's

products and services.




Experience is personal and emotional

Customer experience - the

perception that customers have of their
iInteractions with an organization.

= Did they accomplish their goal
successfully?

= How much effort they put in accomplishing
the goal?

= How did they feel during (and after) the
interaction?




The Customer Experience Pyramid

Emotion that your customers feel is more memorable than any products or services
Emotional
connection
made

« Wow, | felt good about that »

« | didn’t have to work hard and | will
probably come back »

« 1 accomplished my goal but there is
nothing special about it »

M

*Adapted from Outside In by Manning H., Bodine K., Forrester Research



Emation cneales a memony and
memony ¢ a hallmark of expenience.

QOU'RE SIMpy ¢,

THE 2es™




Creating emotions, making memories...

RNATIONAL AIRPORT

el

YOUR CALL IS IMPORTANT TO US

All of our representatives are currently
busy. Please stay on the line, as calls
are taken in the order they are received




il

Customer experience management

Is the practice of consciously designing customer experience,
it's a system of strategies, practices and tools that focus on
customer engagement aiming at continuously meeting and
exceeding customer expectations and, thus, increasing
customer satisfaction, loyalty, and revenues.



Customer Experience Management

Why is it important?

More than

70%

of world organizations
focusing on the
improvement of
customer experience

source: Forrester Research

50

of consumers are
likely to switch brands
if a company doesn’t
anticipate their needs

source: Salesforce

Customers are
likely to spend

140% 80%

more after a positive
experience than
customers who report
negative experiences

source: Forbes

of buyers are willing to
pay more for a great
customer experience

source: PwC

65%

of consumers say
that a positive
experience is
more influential
than advertising or
marketing

source: PwC



Customer Experience Management

Why is it important?

58, 45%

of respondents
said brands today
rarely live up to
the promises
they’'ve made

of consumers have
ended their
relationship with a
company after poor
customer experience

source: Brand Experience Agency

source: Genesys Jack Morton

49,

of internet users share
a bad customer
experience

on their social media
pages

source:Zendesk

VY you make castomens untappy on the internet, they can each tell 6,000 {ricads.

Jeff Bezos



Customer Experience Management

Why is it important?

o= 1 '5%

INCraase in _
non-auranadtical

spanding.

u increase in
1 custorner
satisfaction

[,

*source: ACI Research Report:
Does Passenger Satisfaction increase Airport non-aeronautical
revenue?

The ways airports can grow NAR

 Number of Passangers
increase of 1% in the number of passengers leads to a
growth of non-aeronautical revenues ranging from 0.7%
to 1% - contributing a proportional growth;

* Impact of Size of Retail Area Qi
increase of 1% in the physical size of the floorspace of
the airport's commercial area leads to a growth of non-
aeronautical revenue of 0.2%;

* Impact of Customer Satisfaction @
increase of 1% in passenger satisfaction, as defined in
the ASQ Survey, generates on average a growth of non-
aeronautical revenue of 1.5%.



AC/Il’s Customer Experience Management Model

CUSTOMER UNDERSTANDING STRATEGY

Clapture the voice of customers by Define, share and operationalize a
different means to understand what customer experience strategy that
they experience and share it with

contributes to an airport specific

employees experience for customers
s
CUSTOMER

AIRPORT COMMUNITY UNDERSTANDING Ic\quEI:tiSfy i ohare the impact of

COLLABORATION _ _ customer experience initiatives on

Engage all aiports stakeholders in a CUSTOMER customer satisfaction, employee

collaborative approach to deliver a N engagement and airport financial

great customer experience SATISFACTION N results

o’ cRPORT CUSTOMER PERFORMANCE .
INSIGHTS & (non-aeronautical
COLLABORATION // POSITIONING Efﬂt?::z;ztc.)
{ (]
Airport Customer
Experience
AIRPORT CUSTOMER
SERVICE NDING SERVICE /4
DESIGN EXPERIENCE A OPERATIONAL IMPROVEMENT

SERVICE DESIGN/I_NNOV_ATION INNOVATION MANAGEMENT OPERATIONAL Increase customer satisfaction by
Define and implement innovative IMPROVEMENT improving processes, launching
services and experiences that will NS

improvement project and defining
service standarts

Ny

exceed customer expectations

_—

——
AIRPORT @

CULTURE GOVERNANCE

AIRPORT CULTURE GOVERNANCE
Develop employee engagement Manage the Customer Experience

to deliver a great customer transformation of the airport by

experience through training, assigning responsabilities to
recognition, etc. individuals and committees

— —



ACI Airport Customer Experience Accreditation

Multilevel accreditation developed by
Airports Council International (ACl) to
guide airports to excellence in
customer experience management,
improve communication with
stakeholders and public, and unite
airport community

ASUASOYASHN AN AST

ACCREDITED ACCREDITED ACCREDITED, ACCREDITED, ACCREDITED

360° view of customer experience management




ACIl Customer Experience Accreditation

Airport Customer Experience Management Model

Airport Customer Experience
Management Model

DOMAINS
5 PRACTICES

ol

CUSTOMER
UNDERSTANDING

@ CUSTOMER
- 4 SATISFACTION
G CUSTOMER
OIVIVIVNNA INSIGHTS &

VOISO POSITIONING PERFORMANT

designed from the 8 domains
and correlated to one another

- (Non-aeronautical
Airport . me
Customer

ArroRT - Experience

LS BRanDING
b¥ .
sevce R CSeRcE Ampgm cusTven The Airport Customer

SPECIALIST

DESIGN FXPERIENCE |
INNOVATION . MANAGEMENT 7" OPERATIONAL g

Experience Professional

,ﬁl‘l | Designation is included as
) AIRPORT CUSTOMER /- l'll‘ o
M PROFESSIONAL OU. part of Accreditation process

AIRPORT AIRPORTS COUNCIL s

CULTURE GOVERNANCE ITERNATONAL W

IMPROVEMENT INTERNATIONAL




ACIl Customer Experience Accreditation
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ACI Customer Experience Accreditation

1 Airport completes assessment form, ACI verifier
. reviews and sends back with comments

1.5 REMOTE N

4 ON-SITE

I On-site visit with series of interviews with
’ . airport employees in charge of CX practices



ACI Customer Experience Accreditation

r . . r
Direct impact on customer Long-term plans
satisfaction Helps airports identify the new practices
- : : they should develop in short- and long- ) o
Helps airports reach new heights in e S, [ e o reaeh ihe e Learn more about this accreditation program

terms of customer satisfaction,

providing a direct impact on ASQ level of accreditation

results
. . I -

Airport community Communication and
stakeholder engagement management tool
Constitutes an opportunity to engage Designed to enhance CX management
stakeholders in improving customer and improve internal communication,
experience at the airport and communication with public

F

y

360-degree view of airport CX management
Enables those in charge of customer experience at the airport

to have a comprehensive view of all customer experience-
related activities M



Return on Experience (ROE)

Return on Experience (ROE) becomes the new Return on Investment (ROI)

Financial Growth

Employee engagement

Productivity Gains |

+
Cost Savings

Customer Loyalty




Global Passenger satisfaction drivers

Where to invest to improve customer experience?

Marginal impact: dimensions with the best RO,
not the most important dimensions but those that
influence satisfaction the most.

* Marginal Impact Analysis based on ACI ASQ Departures survey



Environment impacts Customers ..... and Employees

Environmental psychology approach

Space/function

Ambiance

Signs, symbols & a

* Adapted from Mehrabian - Russel

Customer &

Desire physically to stay in or
get out an environment

Desire to explore the
environment versus the
tendency to avoid
interacting with the
environment

Desire to communicate with
others versus to avoid
communication and
interaction

The degree of enhancement
versus hindrance of
performance and satisfaction
with task performances




Global Passenger satisfaction drivers Dﬂ
A0

Where to invest to improve customer experience?
ARRIVALS

4 |

N N N
G G
L J

, 71%
How do airports

bring P 335,

a sense of place 20%
] — -

welcome

Interior design  Cultural Shopping Dining and Entertainment Sensory Information on Multimedia Other

Passengers experiences experiences  culinary experiences experiences theregion experiences
expenences




Sense of place

e 1B

From ASQ Snapshot survey on Passenger Experience a Arrivals




Ambience and CX management

Best Practice: Customer Experience positioning

CUSTOMER
UNDERSTANDING

e

g

Customer Experience Positioning should be part of

y I your Customer Experience Strategy!
R oo il
COLLABORATION /4o i NI PERFORMANCE SV STia Y2 \iE

Airport st It is the set of specific feelings that you want your

Efficiency, etc.)

Customer customers to experience in relation to your airport or

rnom: Experience brand. This is what differentiates you from competitors,
| CUSTOMER /. .:-L

SEAVICE N SERVICE 2= what makes your airport or company unique. It is
DESIGN \ .
INNOVATION N MANAGEMENT 7 oreraTioNAL connected to your brand promise and should be

R communicated to employees by means of a sentence or

key words so that they can deliver it.

AIRPORT

CULTURE GOVERNANCE




Customer Experience Positioning

Example from Tallin Airport
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Customer Experience Positioning

Example from Tallin Airport
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Customer Experience Positioning

Example from Tallin Airport

e




Customer Experience Positioning

Example from Tallin Airport
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Customer Experience Positioning

Example from Tallin Airport

Tallinn

Airport




ASQ Customer Experience Solutions

ASQ
Arrivals
Survey

+ Advisory services on customer experience
management & delivery, marketing research...



Customer Experience Solutions

ASQ Departures Survey

tll"
Aol.l
DEPARTURES
1 1

v' 31 satisfaction items
v 5 emotions

ZZZ — Airport Performance
Key Highlights — Q1 2022

Overall Satisfaction Arrival at _ _ Shopping/ Throughout Overall Experience by
by Traffic Type the Airport Security Screening Dining the Airport Emotional State

4.29
3.46
1 I I
Domestic International Check-in Border/ Gate Areas Al Negative Neutral  Positive
4.06 Passport Control 3.91 Atmosphere Emotions Emotions Emotions

4.00 3.90

Overall Satisfaction | Passenger ()

v 2 overall items by Reason to Travel n — - . s Emotions 45
v’ 3 passenger profiling T ?.Tﬁi [Ifj'{fﬁ‘ ?f’;é e -

guestions g /-\@ 7~ 7~~~ 379
v’ 2 open-ended 2 © @ % .

Business Leisure Personal

guestions




Aoll BAR®OMETER
ASQ Departures Survey Barometer

Global snapshot of airport customer experience produced by ACI ASQ

L

G I 0 ba I S n a pS h Ot Of a I I'pO rt C U StO m e r overall satisfaction ~ Passengers’ overall satisfaction remained stable in comparison
. = = » | WORLDWIDE to the previous quarter (Q2 2022).
ex pe rl e n ce Sat I Sfa ct I o n Ieve IS Following an important decrease from Q1 2022 to Q2 2022, passenger
satisfaction remained stable in Q3 2022 as reflected at most steps of the
airport journey. Despite the apparent stability of global results, some
volatility is observed between regions and airport size categories.
Across regions, significant improvement is seen in passenger 4.30 4.31
satisfaction in Africa (+0.05) and Middle East (+0.1) whereas QA2 022
Asia-Pacific (-0.03) and North America (-0.05) witnessed a decline.
Passenger satisfaction in Europe and Latin America remained stable.
While the <2M mppa (+0.03), 15-25 mppa (+0.05) & 25-40 mppa (+0.02)
airport size categories significantly improved their overall satisfaction
score in Q3 2022, the 5-15 mppa (-0.02) category is the only one that

suffered from a significant decrease over the period.

G Satisfaction
Y| BY CATEGORY

Arrival at Security Shopping/ Throughout
the airport screening dining the airport
. S
h i b,
Border Gate -_—
Check-in control areas Atmosphere
Q32022 Q32022 Q3 2022 Q3 2022
4.29 31 4.35 r' 3.85 4.16
Q22022 Q22022 Q2 2022 | oate ] Q2 2022
X
4.28 Ef 4.33 i 3.83 ‘ 4.17 A
Q32022 Q32022 Q32022 Q32022
442 4.31 4.09 4.25
Q22022 Q22022 Q22022 Q22022
442 4.31 4.09 4.26

Q Overall satisfaction

BY REGION
Q3 2022

Q3 2022 4.06

41 6 EUROPE Q22022
NORTH AMERICA Q2 2022 4 06

4.21

Q3:2022

4.56

MIDDLE EAST (12 2000
Q32022 4.46
4.1

. Q32022
LATIN AMERICA/ Q2:2022 3.76 23 ?292

CARIBBEAN 4 17
¥ AFRICA Q22022
ASIA-PACIFIC Q2 2022

3.71

4,82




ASQ Commercial Survey

ASQ Customer Experience Solutions

Al)ﬂ

COMMERCIAL

3 areas of commercial offers are covered in this survey:

Duty/tax-free Shops

(do not charge taxes - not limited to

Q

v
Shopping facilities

(shops where taxes are

o 7/
Aw;

f—
Restaurant/eating facilities

(bars, coffee shops, quick serve and

J

duty-free concessions) chargeable) casual restaurants)
X b
Satisfaction Commercial Passenger Profile
KPls KPls Questions

What drives satisfaction
and influence buying in
your airport?

What is the proportion of
passengers visiting your
commercial offer?

What is the conversion
rate and the amount
spent per category?

Which passengers are
spending and in which
category are they
spending?

Which segment to target?

M



ASQ Customer Experience Solutions

ASQ Commercial Survey

.........
== . s
Takes place in REAL —
TIME, while the £
experience is still fresh in e - :
the passenger’s mind. passengers . :
[ (3 / . .
U U - -
- = . Point of
. = ] i —
Sample size: 350 = = : Intersection
. . — wl * departure gates
minimum completed £ @ .
questionnaires with visitors Q G \
per quarter. < < Do i
passengers

N D

Sample plan based on the
OAG database.

(Int'l vs. Domestic and Origin}




ASQ Customer Experience Solutions

ASQ Commercial Survey

Respondents Key Performance

> 3 < Indicators (KPls)

ﬁ Intention to visit

Shopping facilities Restaurants/eating facilities (out of respondents)

—

Duty/Tax-Free Shops

l l i

Visited? Visited? Visited?
l \ l \ l \ Footfall
(out of respondents)
No Yes No Yes No Yes
(Non-Visitors) (Visitors) (Non-Visitors) (Visitors) (Non-Visitors) (Visitors)
Buy? Buy? Buy?
l Conversion rate
l \ l (out of respondents
isit
No Yes No Yes No Yes STUETR)
(Browsers) (Buyers) (Browsers) (Buyers) (Browsers) (Buyers)
° A t t? Amount spent
Amount spent? Amount spent? SO St 2 (per buyers)




ASQ Customer Experience Solutions

ASQ Commercial Survey

Duty/Tax-Free Shops’ Behaviors

B03. Did you...
Base: Visitors of dutyftax-free shops (n=138}

Overall Commercial Performance

% VISITORS OF DUTY/TAX-FREE SHOPS WHO ANSWERED YES

14%
]
look for ZZ7's

duty/tax-free shops online before

coming to the airport

53%

140& -
|

use a mobile device to
compare prices while
in the duty/tax-free shops

interact with staff while in the
duty/tax-free shops

CONVERSION RATE
(buyers / visitors)

B04. Today, did you make a purchase at the duty/tax-free shops?
Base: Visitors of duty/ftax-free shops (n=138)

Planned visit: 46%
Unplanned visit 27%

AVERAGE AMOUNT SPENT PER BUYERS

56-48 EUR

BO6. Approximately how much did you and your party spend at the duty/tax free

shops today?

Base: Visitors of duly/tax-free shops who made a purchase — buyers (n=91)

Mote: Amount comaspond fo the passenger and ifs party. Farfy means couple
(spouse or partner), with or without children.

Nofe: Conzult the gloszary for definitionz of presanted concepts.

Overall Performance of the Commercial Area
(all areas combined)

FOOTFALL CONVERSION RATE
(visitors / total respondents) (buyers [ total respondents)
n=375 n=375

85%

94%

AVERAGE AMOUNT SPENT PER BUYERS (in

55.90

13982 2 N ﬁ
TOTAL ! Domestic International Schengen
(=318) (n=81) (n=99) (n=138)

Leisure+Other
(n=285)




Are you ready?

Trends

Customers and Employees

* More demanding
* Value their time

- Want to make a difference: ethical choices,
sustainability + have a purpose, make an impact

e Want to be heard and valued

 Want convenience: less friction, no more
excuses for unnecessary bottlenecks

» Want to be in control
* Looking for experiences and healthy work/life balance




‘Unattractiv

Specialized

V24
training and eness of
clearance ?V(;atlon
takes time Inaustry

Not fully
recovered

from COVID
(traffic and
revenue)

Complexity +
multitude of
stakeholders




Employee Experience

The great resignation




Customer and Employee Experience Management

Customer experience

Voice of customer Voice of employee

Passenger personas Employee personas

Customer journey Employee journey

Measurement Measurement

Customer experience promise Employee experience promise

Governance Governance

Ambiance and infraestructure Ambiance and workspace

Technology Technology

Airport culture and

T Airport culture and values

Airport branding Employer branding

AR Y VL W W W W W W WA
AR YO VL VR W W VR SR W WA

Emotions Emotions

€«




Personalising Experience

Best Practice: Customer Personas and Journey Map

John Quincy

Frequent Business Travaler

"I'm on the road more than | like, so the
little things really matter.”

Pre-Travel
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Global Traveller Survey — 3™ edition

Coming out soon!

3'd edition coming soon!

COVID-19: Understanding Future COVID-19: Evolution of

ASQ 2020 Global ASQ 2021 Global ASQ 2022 GLO BAL
Traveller Survey Traveller Survey
TRAVELLER SURVEY

Customer Experience in a
Post-Pandemic World

Webinars: 9 & 23 November

i)
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Thank you
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Outlook for passenger traffic recovery
Total Passenger Traffic 2022 — 2025

Business-as-usual pax forecast I

Pre-COVID-19 c .
Historical an 3.7% CAGR (2019_2040) |nﬂat|0n — Jet fuel prlceS

Indexed (2019=100) 100 0 === Optimistic Rising interest rates
- Geopolitical conflicts
Labor market bottlenecks

T

Pent-up demand — “Vacation

Pessimistic

deprivation”
Back to 2019 Accumulated savings
passenger . .
Volumes >80% vaccination rates

Intl restrictions lifted
2015 2016 2017 2022 2023 2024 2025 M
Source: ACI World



“Recovering” markets — H1 2022 (% of H1 2019)

Major country markets by region — Total passenger traffic

H|



Changing Passenger Profiles

§iii HORIZON

N CONSUMER SCIENCE


Presenter
Presentation Notes
Pent up demand to travel and to spend
Alcohol & electronics is driving spend
Younger, tech savy, want experiences, longer trips, want to spend, cultural/destination products



Changing Passenger Profiles

: . Total Airport Specific Airport Total Off-airport

we: HORIZON

NSUMER SCIENCE




Key Issues for Airport Businesses



Presenter
Presentation Notes
Documents – no int’l app, mainly paper, 67% still require departure & arrival, repeat checks, processing time
Staffing – hiring back, rostering, training, service
As traffic ramps up these will create more bottle necks





ANARA

Airports Non-Aeronautical Revenues and Activities Sub-Committee

WGH1: Digital

WG3: Retail

WG5: Food and
beverage

WG2:
Concession
agreements

WG4: Ground
access

WG6:
Sustainability




HANDBOOK
Optimal Integration of
Airport Ground Access Services

Handbook: Optimal
Integration of Airport
Ground Access Services

WHITE PAPER

on Agreements
& Minim: urm Annual Guarantee

White Paper: Airport
Concession Agreements

POLICY PAPER
Sustainable Airport
Ground Access

Policy Paper: Sustainable
Airport Ground Access

WHITE PAPER
Business Models between
Airport Operators and
Concessionaires

White Paper: Business
Models between Airport
Operators and
Concessionaires

ANARA Publications

Published papers: https://store.aci.aero/product-category/economics-statistics/airports-non-aeronautical-revenue-and-activities/

WHITE PAPER
Path to Recovery:
The Airport Retail Perspective

White Paper — Path to
Recovery: The Airport
Retail Perspective

WHITE PAPER
Regulatory Threats and
Opportunities in Airport Retail

[ ea

White paper — Regulatory
Threats and Opportunities
in Airport Retail

Upcoming publications:

« Handbook: Concession

agreements: guide for airport
managers and retailers

« Handbook: Airport Commercial
Digital Transformation - Best
Practice & New Revenue Streams
Post Covid

« Handbook: Airport retail optimization
for small and medium airports




Thank you
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AIRPORTS COUNCIL
INTERNATIONAL —

The industry and the
economics of airports

Antoine Rostworowski —
ACI| World

1 November, 2022




Presentation roadmap —
short stories in airport
economics
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Global airport pax traffic — A tale of two markets

Domestic versus international passenger traffic
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International restrictions have led to an obvious contrast or dichotomy in terms of market segments over the last two years, and this is clearly reflected in the data – In these charts, you could see the latest 2022 data (the green line)  globally in comparison to 2021, 2020 and 2019. International travel is picking up and gaining momentum down 47% compared to 2019 in the first quarter. 

On the other hand, domestic markets continue to show a bounce back towards recovery. Domestic markets were down 24% with a number of markets especially in the Americas having fully recovered or exceeding 2019 levels. 
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International restrictions have led to an obvious contrast or dichotomy in terms of market segments over the last two years, and this is clearly reflected in the data – In these charts, you could see the latest 2022 data (the green line)  globally in comparison to 2021, 2020 and 2019. International travel is picking up and gaining momentum down 47% compared to 2019 in the first quarter. 

On the other hand, domestic markets continue to show a bounce back towards recovery. Domestic markets were down 24% with a number of markets especially in the Americas having fully recovered or exceeding 2019 levels. 
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Airport Service Quality
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When we think about the traffic mix based on the reason to travel, it’s useful to look at this both historically but also through the lens of the pandemic to see want the future holds in terms of passenger mix and profiles whether that means business travel, leisure travel or visiting friends and family and so on.

This slide shows the proportional decline in business passengers based on the purpose for traveling (see chart in upper left). It’s true that leisure travel grew at a fast rate whereas business travel stagnated. While there was a slight uptick in 2020, it is purely an anomaly of the data because of drastic drop in passengers – A bigger share of travelers were flying for business (or essential travel) relative to leisure during that short period of time. 

We do know that leisure travel will lead the way along with VFF as part of the recovery. Business travel will not have the same level of growth.

Given the growth and adoption in technological solutions for virtual meetings and events,  there is no denying the fact that company activities will substitute away from travel in favor of virtual meetings when it comes to intra-company activities, for instance. Certain types of business travel have become more price and time sensitive. The prospects for business travel growth are limited depending on the type of business travel.

For instance, face to face interactions and the human element in business relationships and conferences will never be replaced. People need to visit their clients and break bread with them – maintaining and growing business relationships will always be there. So, the point here is a greater degree of price sensitivity varies with type of business travel.
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Airport revenues

Impact of the pandemic across revenue channels
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In the most simplistic terms, the airport business has two main sources of revenue – I show the 2019 distribution because it is obviously distorted in 2020/2021. This data is from an annual survey of over 900 hundred airports across the globe inclusive of the world’s major commercial airports. 

Aeronautical revenues makes up 54% – This is revenues based on charges levied on passengers, aircraft, security, terminal rentals and so on.

Non-aeronautical 40% – This is revenue generated from retail concessions , duty free, car parking, real estate income, Food and beverage and so on. – Of course some of the larger Asian and Middle Eastern airports actually have more than 50% of their revenues (a majority) attributed to non-aero revenues. 

If we look at the impact of the pandemic on certain revenue streams, those revenues that are linked to the passenger show the steepest declines. On the non-aeronautical side, retail concessions which usually have a rent and % of sales component with concessionaires declined by 63%. Real estate was probably a bit more resilient in terms of office space rentals and other leases on airport property (not directly linked to passenger traffic).

On the aeronautical side, passenger charges which typically make up the largest share of revenues, saw a decline of 65%. Again, this is similar to passenger traffic, which saw declines of over 60% as well.

If we look at the combined estimates of losses in 2021 and 2022 as compared to where we were projecting to be in terms of revenues, we are looking at 148 billion in revenue losses.
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Airports with private stakes

% of passenger traffic handled (2019)
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Privatization is one option for governments—they may choose not to privatize their airports and fund airport investment themselves. In some sense and for statistical purposes, we could narrow things down to 3 types of privatizations which include management contracts, BOTs and trade sales. Generally, there is this positive relationship between years of a privatization and the skin in the game (or invested capital) – So the larger the outlay, the larger the risk and therefore the longer payback period.

In 2016, when we systematically started monitoring privatizations, 614 airports had been privatized. By the present day this increased to 708 airports and these airports handle 45% of global passenger traffic in 2019. Europe and Latin America-Caribbean remain the regions with the highest percentage of passengers (over 75%) handled by airports with private investor participation. 


Rise of the Airport Groups model

Correlation between the growth in privatized airports and expansion of airport groups




Airport competition

Aeronautical and non-aeronautical
businesses




The reality: Airport competition has intensified

Aeronautical side of the business —

S— -
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)L Air cargo competition and
Short-and medium-haul for pax j§j
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Now I would like to move from the macroeconomics to the micro or the industrial economics of our industry. If we put aside the pandemic for a moment, the airport industry has drastically changed over the past decades moving from mere infrastructure providers to dynamic enterprises that compete along multiple dimensions.

The airport business is broken down into two revenue streams – aeronautical based on charges for users of infrastructure and non-aeronautical based on commercial activities like retail, rent and car parking.

CLICK - Let’s start with the aeronautical side – airports compete in a number of ways – They compete for airline services in general. Airports have invested significantly in air service development with huge expansion in airport marketing – A tangible example is the growth of conferences and matchmaking events where airports make a pitch to airlines. There are many airports competing for less airlines. A majority of airport operators use incentive schemes and volume discounts in order to boost traffic and attract airlines but there are instances where heavy handed regulatory frameworks limit their ability to do this. The use of incentives has even increased during the pandemic.

CLICK - Airports also compete for connecting passengers – International transfer passengers make up a significant share of traffic for many hubs. For instance, European hubs, in particular, not only compete with each other on a continental basis but they also compete with the Middle Eastern hubs for connecting passengers on longer haul routes.

CLICK – Airports also compete with one another in local catchment areas. In many markets, passengers are able to choose among airports – These airports could be a car, bus or train ride away from one another. In a recent survey conducted in 2021, it was found that a majority of airports have another airport within 100km and compete along similar aeronautical segments.

CLICK – There is also model competition. This is true nowadays especially with perceptions around climate change, where short haul flights could be substituted with other modes of transport. Of course, you also have cargo competition as well in the delivery of goods by land and sea.



Competing for passengers and airlines

Airlines have significant buyer power in many markets
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The reality: Airport competition has intensified

Non-aeronautical — the double-edged sword of technological disruption

amazon
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What about the commercial side of the business? Do we see competition? Yes definitely.

CLICK – Conventional business models that have relied on the brick-and-mortar shops continue to face competition from the digital disruptors – Non-aeronautical revenues on a per passenger basis has also shown incremental decreases.

In several mature markets, the pervasive access to online retail and e-commerce platforms, and increased retail competition outside the purview of the airport has limited the growth prospects for airports’ non-aeronautical revenues.

CLICK - The rise of the “sharing economy” and transportation network providers like Uber has also meant that airport managers must rethink their conventional non-aeronautical revenue streams.

Now, airports have been quick to innovate based on this competitive pressure by adopting their own ecommerce platforms – Many of them focus on leveraging a unique and seamless passenger journey that you can’t get anywhere else by embracing digital technologies to their advantage. Since 70% of non-aeronautical revenues come from passengers and foot-traffic, a huge focus has been on creating a customer experience for passengers – They are competing for passengers.



SWOT analysis of the airport business model

STRENGTHS WEAKNESSES
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Exogenous shocks — Demand side

Managing the “known unknowns”




Exogenous threats — Demand side

Managing the “known unknowns”




SWOT analysis of the airport business model

STRENGTHS WEAKNESSES
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Airports face high fixed costs

Distribution % of airport costs (2019)




Revenues reliant on passenger traffic

Distribution of TOTAL airport revenues (2019)

54% aero




SWOT analysis of the airport business model

STRENGTHS WEAKNESSES
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Managerial levers — Customer experience

Enhancing customer experience to boost revenues
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Managerial levers — Revenue diversification

Minimizing the impact of downside traffic risk

-43%

-65%




SWOT analysis of the airport business model
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The demographics of aviation
Long term fundamentals still apply in post-COVID world

80% of the world’s
population resides in
emerging markets and
developing economies

By 2040, 45% of global
traffic is expected to pass
through airports in the
Asia-Pacific region

Share of working age population for selected countries

~40% of Id’
orwore s (1950-2100)

population presently
resides in these
countries:

2020, 69.7% 2040, 68.5%

Brazil India

Indonesia

1950 1965 1980 1995 2010 2025 2040 2055 2070 2085 2100

%

Viet Nam

Source: ACI World Airport Traffic Forecasts; United Nation Population
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Looking beyond the short term and medium term (and past the noise and fury), I think it is important to remind us all that the longer-term fundamentals still apply. Because we will get back 2019 levels, I like to highlight that this is a world with capacity constraints.

We need to be cognizant of the demography of aviation – Many markets have seen aviation open up over the last decades and we also saw the propensity to travel rise quickly with rises in income. 

Interestingly, 80% of the world’s population resides in emerging markets and developing economies. If we look at these 4 markets alone (with huge domestic aviation markets and even latent demand), this represents about 40% of the world’s population. 

Our longer-term forecasts are very much based on the underlying fundamentals of the future cost of travel but also the demography of aviation with its interrelationship to income levels, which have the greatest weighting.

Many countries have just peaked or will peak in the years to come in terms of working age population – This is the population aged between 15 and 65. A larger working age population translates into a higher propensity to travel. Here we have two example – Brazil which has peaked in 2020 and Indian, which will peak in the years to come.

You may ask: what about the mature markets of Europe and North America? They benefit as well. There will also be important feedback loops as result of international traffic growth originating from these emerging markets. 

As I mentioned earlier, the desire to travel based on affordability is present now in places like the US which are approaching pre-COVID levels even though we are still in a pandemic.



Aviation benefits (pre-COVID)

The socio-economic multiplier of aviation and airport infrastructure
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ACI publications
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Airport Technology and expected changes:

Impact of the pandemic?

Have priorities changed?

What should we expect the airport
to look like in 5 -10 - 20 years?

Will change accelerate ?




Main themes:

S
Enhanced self service options
\
Increased touchless
and automated processes
\
Biometrics
Passenger and baggage
\
Let the passenger be
« in command »
\
\
Capture information once
\
Off-airport, pre-travel
\

Digital
Transformation
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Is a more efficient passenger airport
process an opportunity to generate
more revenues, or might it reduce
passenger airport dwell time
(revenues)?




ACIl worldwide passenger survey

Enhanced touchless opportunities
More efficient processes
Additional off-site / Pre-travel options
- Operations / processing
- Pre travel updates
Food & Beverage versus DF & retail?

New 2022 version in late November
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Opportunities:
 Accelerate innovation Innovation
 Improved leverage to modify certain regulations

* Encourage deployment of new digital solutions

 Continue to offer choices to passengers — Personalization

* Improve airport efficiency and Costumer service
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NEXTT

www.nextt.aero

Join the discussion on our LinkedIn Group: o
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Customer Service & Customer Experience:
Let the passenger decide how they want to build their travel journey

“People will forget what you said, people will forget what you did,
but people will never forget how you made them feel.”
- Maya Angelou



Presenter
Presentation Notes




Thank you




	Slide Number 1
	Slide Number 2
	Customer Experience
	Customer Experience
	Experience is personal and emotional
	The Customer Experience Pyramid
	Slide Number 7
	Creating emotions, making memories…
	Customer experience management ��is the practice of consciously designing customer experience, it's a  system of strategies, practices and tools that focus on customer engagement aiming at continuously meeting and exceeding customer expectations and, thus, increasing customer satisfaction, loyalty, and revenues.
	Customer Experience Management
	Customer Experience Management
	Customer Experience Management
	ACI’s Customer Experience Management Model
	ACI Airport Customer Experience Accreditation
	ACI Customer Experience Accreditation
	ACI Customer Experience Accreditation
	ACI Customer Experience Accreditation 
	ACI Customer Experience Accreditation
	Return on Experience (ROE)
	Global Passenger satisfaction drivers
	Environment impacts Customers ….. and Employees
	Global Passenger satisfaction drivers
	Sense of place 
	Ambience and CX management 
	Customer Experience Positioning
	Customer Experience Positioning
	Customer Experience Positioning
	Customer Experience Positioning
	Customer Experience Positioning
	ASQ Customer Experience Solutions
	Customer Experience Solutions
	ASQ Departures Survey Barometer
	ASQ Customer Experience Solutions
	ASQ Customer Experience Solutions
	ASQ Customer Experience Solutions
	ASQ Customer Experience Solutions
	Are you ready?
	Slide Number 38
	Employee Experience
	Slide Number 40
	Personalising Experience 
	Global Traveller Survey – 3rd edition 
	Slide Number 43
	Slide Number 44
	Slide Number 45
	Slide Number 46
	Outlook for passenger traffic recovery
	“Recovering” markets – H1 2022 (% of H1 2019)
	Changing Passenger Profiles
	Changing Passenger Profiles
	Key Issues for Airport Businesses
	Slide Number 52
	ANARA
	ANARA Publications
	Slide Number 55
	The industry and the economics of airports
	Slide Number 57
	Global airport pax traffic – A tale of two markets
	Global airport pax traffic – A tale of two markets
	Passenger mix – Intentions for travel
	Slide Number 61
	Airport revenues
	Slide Number 63
	Airports with private stakes
	Rise of the Airport Groups model
	Slide Number 66
	The reality: Airport competition has intensified
	Competing for passengers and airlines
	The reality: Airport competition has intensified
	SWOT analysis of the airport business model
	Exogenous shocks – Demand side
	Exogenous threats – Demand side
	SWOT analysis of the airport business model
	Airports face high fixed costs
	Revenues reliant on passenger traffic
	SWOT analysis of the airport business model
	Managerial levers – Customer experience
	Managerial levers – Revenue diversification
	SWOT analysis of the airport business model
	The demographics of aviation
	Aviation benefits (pre-COVID)
	Summary
	ACI publications
	����������Airport Technology and expected changes:���
	����������Airport Technology and expected changes:��Impact of the pandemic?��Have priorities changed?��What should we expect the airport�to look like in 5 -10 - 20 years?
	Main themes: 
	The future travel journey ?  
	����������Is a more efficient passenger airport process an opportunity to generate more revenues, or might it reduce passenger airport dwell time (revenues)?���
	ACI worldwide passenger survey�
	Opportunities:�
	Slide Number 91
	Customer Service & Customer Experience: �Let the passenger decide how they want to build their travel journey�
	Slide Number 93

