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Executive Summary

Punctuality is one of the key performance indicators in the airline industry and an important serv-
ice differentiator especially for valuable high-yield customers. In addition, improved on-time per-
formance can help achieve significant cost savings: Airlines report delay costs from 0.6 to up to

as much as 2.9% of their operating revenues.
Conseguently many carriers have started initiatives and set up special teams or organiza-

tional unitsto achieve these potential cost savings and service improvements. Although these
initiatives can appear to be expensive at first glance, if they are well conducted they can generate
significant pay-offs. Research on the performance of major airlines suggests that there is a posi-
tive correlation between on-time performance and operating profit. Thisis a similar phenomenon
to that found in manufacturing industry—where the cleanest factories tend to be those with the
highest productivity.

Despite the increasing attention that airlines pay to punctuality the industry’s on-time per-
formance is till far below satisfactory levels. In 2000, approximately 25% of al flightsin the
USA and Europe were delayed by more than 15 minutes. A good portion of this can be attributed
to increasing congestion of air space and poor operational performance of air traffic control and
airport facilities. Nevertheless, the individual improvement potential within an airline’'sreach is
significant.

Exploiting this potential requires akey insight and mind-shift by the airline’'s management:
Punctuality is akey leadership challenge throughout the organization and should rank high on the
management agenda—from strategy and planning al the way to front-line operations. In rising to
this challenge airlines need to take a strategic perspective and apply a comprehensive framework
that addresses the three main levers for punctuality improvement that are within their reach:

— Network planning and control
— Aircraft availability
— Ground operations and departure process

Tools such as simulations, statistical sampling, process monitoring and key performance indi-
cators build the foundation to drill down to the root causes of delays. The key success factor is
to merge quantitative analytical rigor with the rich qualitative information from front line

observations, know-how and staff experience.
Once agreement on the root causes of delay has been reached, the path to solving the prob-

lem isin most cases clear. Quantifying both costs and the benefits of individual improvement
measures allows the trade-offs between punctuality, investment, turnover, utilization, and other
performance targets to be managed effectively.

By working with leading airlines all over the world, Booz-Allen & Hamilton has devel oped
a proven and comprehensive methodology for improving on-time performance. ThisViewpoint
outlines our approach to boost airline punctuality to new heights.

©2001 Booz-Allen & Hamilton
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irline punctuality isin the headlines. Hardly a week

passes without an article in a newspaper, magazine

or airline industry journal discussing the issue of
poor on-time performance and its impact on the industry and on
society at large. In 2000, 25.5% of all intra-European flights were
delayed more than 15 minutes, the second-worst ever result after
1999, when the Kosovo conflict severely disrupted flying over
parts of Europe. The picture was equally discouraging in the U.S.
where 27.4% of the mgjor airlines' flights were delayed in 2000.
In other words: in at least 1 out of 4 airline travel experiences,
customers will experience their plane leave or arrive late. Thisis
a“defect rate” that would not be acceptable to anyone buying or
selling any other kind of product or servicein the 21st Century.



Although a high proportion of de-
lays can be attributed to increased
congestion in air space, and the
poor performance of ATC (air
traffic control) and airport serv-
ices, itis ultimately the airline,
that the customer will blame. This
isacriticism the airline will find
hard to afford, especialy in view
of the competition for valuable
high-yield customers.

On top of the negative im-
pact on customer satisfaction,
delays are expensive. Direct and
indirect delay costs typicaly
range from 0.6% to 2.9% of rev-
enue, depending on the size and
type of operation and the method
of calculation.

This combination of signif-
icant revenue and cost-side effects
iswhy punctuality should rank
high on top-management’s
agenda.

Achieving punctuality isa
leadership challenge throughout
the organi zation—from strategy
and planning all the way to front-
line operations. However, there
are many leversthat airlines can
pull to address this challenge.

A Brief Look Into History

tisnot only today, in our fast-

moving business world, that

punctuality matters. History
has seen many famous advocates
of punctuality.

About 200 years ago, King
Louis the 18th of France used to
say, “Punctuality is the politeness
of thekings’. Very appropriate
words indeed, as every airline
wants to be both polite to custom-
ers and be the king amongst its
competitors.

G. E. Lessing, a German crit-
ic and dramatist, took a similarly
encouraging view of punctuality
when he said, “ The best proof of
good education is punctuality”.

However, there have also
been some famous skeptics, just
asone will find skepticsin airline
management with regard to the
importance of punctuality relative
to other business objectives.

About 100 years ago, Frank-
lin P. Jones, aU.S. businessman
and the CEO of the American
Management Association, alleged
that “The trouble with being
punctual is that nobody’s there to
appreciate it.” And the famous
Oscar Wilde affirmed that “ Punc-
tuality steals the best of our time.”

Indeed, some celebrities of
the past seem very familiar with
current airline departure proces-
ses: The comedian Bob Hope
stated “ Punctuality isthe art of
estimating correctly, how long the
others are going to be late”. (He

traveled extensively throughout
hislife and, when asked how
many places he had visited, he
used to reply “not as many places

asmy luggage’.)

“ Punctuality isthe art of
estimating correctly, how long
the others are going to be late”
Bob Hope, *1903, US Comedian

“You can compare ordinary
society with Russian horn music,
where each horn has only
one note to play, and only
the punctual coinciding of all
resultsin music”’

Arthur Schopenhauer, 1788-1860
German philosopher

Finally, a quote from someone
who would have thoroughly
understood the fine art of running
apunctua airline, Arthur Scho-
penhauer, a German philosopher
who lived over 150 years ago. He
said, “You can compare ordinary
society with Russian horn music,
where each horn has only one
note to play, and only the punctual
coinciding of all resultsismusic.”



Punctuality Does Matter

unctuality differs widely

between airlines. It has

become a competitive dif-
ferentiator, both in positive and
negative ways—and customers
do care strongly about it. When
following newspaper headlines it
isclear that airlines are active in
sharing good punctuality perfor-
mance with the world, and when
they have problems with their
punctuality, it is unlikely that the
world will not quickly hear about
it in the press.

More importantly, however,
punctual airlines appear to be
more profitable. Our research
shows that magjor airlines with
above average punctuality rates
have been more profitable than
those with lower than average
punctuality performance. This

finding applies both to magjor U.S.

and European airlines (exhibit 1).
Despite the statistical limi-
tation of such analyses the data
strongly supports an “old wis-
dom” of the industry: * Sound op-
erations will support high punc-
tuality rates; while the pursuit of
high punctuality targets helpsto
create sound operations, which in

turn drive increased profitability”.

This setsaclear goal for
operations: strive for outstanding
and consistent punctuality perfor-
mance.

Exhibit 1. punctuality and Profit

Airline Punctuality vs. Operating Margin—U.S. 1999
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Delay Costs and
Punctuality Trade-offs

ccording to AEA (the

Association of European

Airlines) the average
punctuality for intra-European
flights was 74.5% in 2000. Our
research shows that atop-10
carrier performing at around this
level carries €100 to €400 million
in annual delay costs.

For each percentage point
improvement in punctuality there
isapotentia profit improvement
of €4-16 million, depending on
the size of the airline (exhibit 2).

Acknowledging this cost rele-
vance of punctuality, top manage-
ment must take a firm stance on
at least two major trade-offs:

— Punctuality vs. turnover
and yield

— Punctuality vs. cost and
equipment utilization

. Punctuality vs. turnover and
yield. Short-term revenue consid-
erations such as display visibility
in the global distribution systems
(GDS) do in most cases work
against punctuality. Maintaining
slots at peak times during the day,
short connecting times and tight
block times are valid sales-based
arguments. However, they may
ultimately result in poor opera-
tional performance, and may

therefore become counter-produc-
tive to revenue maximization in
the long run.

« Punctuality vs. cost and
equipment utilization. One of
the most obvious and easy meas-
ures to increase punctuality isto
remove bottlenecks and add ca-
pacity (e.g. the number of aircraft,
longer block times, and more
ground staff and equipment).
Without a solid quantitative busi-
ness case, based on analyzing
potential savings from avoided
delay costs, it isunlikely that a
controller will support such ideas,
especially as most of the savings
are variable while the capacity
increase builds up fixed costs.

Exhibit 2. Airline Delay Costs

Yield reduction (re-booking)

Source: Booz-Allen & Hamilton

Passenger care

Typical Delay Cost Breakdown—Client Example

Bound A/C capacity

Flight crew

In-flight acceleration

Station cost
Processing cost
Lost yield and more

Supplier capacity and more

1%pt 15-min. punctuality

€416 million delay cost per year

1 Depending on size of operation
Range: €6 - 20 bn turnover carrier




Setting the
Punctuality Target

unctuality performance dif-

ferswidely across airlines.

Europe has seen a span of
performance of up to 30%-points
during certain months. It seems
difficult to achieve and maintain
punctuality levels of 85% and
above.

Punctuality targets are usual-
ly defined in terms of 15-minute
punctuality, i.e. aflight is still
counted as departing on-time, if
the plane goes off-blocks within
15 minutes of the scheduled time
of departure.

Using this approach the in-
dustry allows itself to “steal” 25%
of the average travel timeon a
domestic flight in Europe. The
argument that a 15-minute depart-
ure delay still allows on-plan ar-
rival is not really valid. Although
on-time arrivals are important for
connections and the execution of
the rotation plans—in the aware-
ness of the traveler’'smind it is
departure punctuality that defines
his or her impression of an air-
line's on-time performance.

Consequently the 15-minute
bar is not appropriate—especially
for short haul operations. Ulti-
mately, this means up-front ac-
ceptance of failure.

In asimilar way to the tota
quality movement or six sigma
philosophy applied by leading
firms in the manufacturing sec-
tors, it is mandatory to strive for
a zero-defect strategy in the turn-
around process. Allowing, for
example, a 95% on-time perfor-
mance (i.e. afalure rate of 5%) at

seven supporting sub-processes
for the departure (the total number
of such support processesis actu-
ally much higher) will in combi-
nation lead to only a 70% on-time
departure rate. This means the
targets for the sub-processes have
to be set much higher—but how
can this beredlized if the airline
industry’s quality understanding
of the end product allows 15 min-
utes or 25% slack?

Three Main Levers
to Push Punctuality

n effective framework

for approaching punc-

tuality in a structured
way should use three main levers
(exhibit 3, page 6):

— Network planning
& control
— Aircraft availability
— Ground operations
& departure process

Network
Planning & Control

ound network planning and

control is the foundation

for high punctuality. Our
work with clients, which has
included extensive analysis and
simulations, enables us to quanti-
fy the proportion of delays which
areinherent in the schedule and
the rotation plans.

Statistical capabilities are
extremely important in the airline
planning process. The capability
to execute complex simulationsis

acritical tool for understanding
schedule dynamics. A capability
to carry out what-if analysesis
crucial for simulating schedule
changes and quantifying their
impact on punctuality.

The fine-tuning of simula-
tionsis best achieved by using
real historical data. Therefore,
itiscritical that airlines capture
operational data, in real timeif
possible, and useit to feed the
systems used for schedule simu-
lations and planning.

Thefirst step to overcoming
poor planning and control, isto
develop an integrated planning
process, in which all the planning
entities work in the same context
and, if possible, use the same sys-
tems—or at least the sametime-
tables and rotation plans. Harmo-
nization of the level of detail used
throughout the planning process
isimportant; the plans for each
function must connect seamlessly
to those of prior and consecutive
functions. Achieving a high level
of detail early in the process can
be cumbersome, but in our experi-
ence, it will result in amore stable
operational platform.

A sound network structure
and appropriate block, ground
and slack time deployment are
key to agood plan. Adding slack
timeis expensive. A possible
solution isto identify the flight
numbers where the punctuality
impact on the total scheduleis
the highest—the “star flights’—,
add some appropriate buffers for
them and in reverse tighten time
framesfor other, less critical
flights.

The operational procedures
on the execution day (“day zero”)
are another critical success factor.



Defining an operations control
“center of gravity” is of utmost
importance. Some airlines still run
separate planning and control cen-
tersfor the major operational
functions. These have to be cen-
tralized, or at least work closely
together and be driven by inte-
grated processes, systems, and a
common command structure.

Hub operations in particular
struggle with on-time perfor-
mance at peak times when their
own network knots coincide with
highest traffic loadings. Managing
this problem requires the airlines
explore new waysto share the air-
space, either in concerted actions
with other airlines, ATC provid-
ers, airport operators and regula-
tors or by driving for new market
driven methods of slot allocation.

Effective strategies for recover -
ing from ‘disaster days are aso
very important to deliver sustain-
able, high rates of punctuality.
To start tomorrow’s operations
effectively airlines must consider
canceling some flightsif neces-
sary—yes, take a hit on the holy
schedule regularity. Thiswill pay
off in the increased stability of the
overall system.

Aircraft Availability

ircraft availability isthe

second main lever in the

punctuality framework.
If the punctuality target isreally
taken serioudly it needs to have
an impact on fleet planing and
structure.

It is not only the sheer size
of the fleet that is affected, it is
also about the variation within
and across the aircraft types.

Vulnerability to version and
equipment changes, or spare part
logistics problems, has a direct
impact on the ability to quickly
restore punctual operations
after irregularities. Punctuality
management needs to raise this
problem early with the network
and fleet planners.

Exhibit 3. Three Main Punctuality Levers

Integrated planning process

Network structure

Block and slack time deployment

Day-0 operations

Recovery strategies

Source: Booz-Allen & Hamilton
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If, asaresult, the airline decides
to increase the number of reserve
aircraft it is critical to deploy them
carefully and not in a sweeping
fashion. Monitoring their deploy-
ment avoids the tendency to
simply use them as a buffer for
mai ntenance requirements.
Unscheduled maintenance
isamajor driver of low aircraft
availability rates. Thisis especialy
true for intensive hub and spoke
operations with tight rotation
plans. The direct impact on punc-
tuality is not surprising (exhibit 4).

Ground Operations and
Departure Process

ignificant improvementsin

on-time-performance a a

low price—without major
capacity investments and undue
impacts on the sales front—can be
achieved through focused process
engineering in ground operations
and in the departure process.

This entails thorough opera-
tional diagnostics, followed by a
careful design of the multitude of
tasks that build the departure pro-
cess aswell as the implementation
of the improvement measures.

Sound ground operations are
based both on solid up-front plans
and process designs as well as

on highly motivated people. The
empowerment of front line staff,
combined with a high level of
discipline supported by adequate
incentive schemes do more for
punctual operations than millions
of investment dollars spent at the
wrong areas.

Ground operations arein-
creasingly outsourced by airlines,
with the expectation of (at least)
equal service levelsbut at lower
—and most importantly—variable
costs. Our observations show,
however, that airline operations
typically do not have the proces-
ses and systemsin place that are
necessary to monitor supplier
performance in an adeguate way.
Traditional airline supplier meas-
urement systems focus on costs
and product quality, whereas

Exhibit 4. Effect of Unscheduled Maintenance on Punctuality
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Case Example:
Preventive Measures in Ground Operations for Critical Flights

The example below illustrates the importance of identifying the critical
departures that cause most of the delays. The Booz:Allen & Hamilton team
clustered the flights into different categories depending on delay risks at
the gate and delay risks at the ramp. These specific delay risks were
identified using quantitative data and input from staff interviews. This in
turn allowed to design specific preventive actions for each of the flights,
which were readily adopted by station control, ground staff and suppliers.
Focusing preventive measures and specific flights significantly raised the
overall departure punctuality.

Delay Risk at Ramp

I T

.

Flight numbers ~ Weighted average
and details punctuality in cluster

Delay Risk at Gate

XY 1463 MIA 10:05
XY 3361 ABJ 11:20
XY 2262 LOS 11:45
XY 2357 BOM  13:10
XY 1707 EWR  13:20

XY 4903 JED 13:20
XY 3221 DEL 13:30

Source: Booz-Allen & Hamilton

assessing timely performance on
aminute-by-minute scaleis not
widely applied.

Thisisamajor deficiency
in the case of the very complex
multi-user and multi-participant
ground handling processes. Here,
the famous “ extended enterprise”
approach to managing the entire
process beyond organization
boundaries can be an effective
remedy.

Performance indicators rel at-
ed to critical milestones through-
out the whole departure process
are essential and it is particularly
important to integrate them with
well-designed contractual agree-
ments with the suppliers.

Tackling All Three Levers

xperience shows that there

isno single ‘silver bullet’

that will fix punctuality
problems. Airlines need to use all
three of the main levers described
above simultaneously in order to
be successful.

The potentia contribution
of each areawill obviously de-
pend on the airline's specific sit-
uation, but it can be determined
using analyses that identify the
‘real’ delay root causes and their
relative importance.



dentifying the ‘Real’ Delay
Root Causes

elays are seldom the

result of one single fac-

tor. In the most cases dif-
ferent failures in the multitude of
the supporting processes for flight
departure occur together. Tradi-
tional (IATA) delay code based
monitoring systems do not ad-
equately account for these com-
plex inter-relationships. Also, the
inherently restricted ‘ myopic’
perspective of the people actually
involved in the process prevents
an assessment of the root causes
based upon experience alone.

The typical departure process

is built up from ahighly intercon-
nected web of simple, in some

cases almost trivia activities. It

is the number of different parties
and suppliers which are typically
involved that creates the complex-
ity—and exacerbates the prob-
lems.

In such a system, things can
go wrong, and they do go wrong.
When this happensit is easy to
identify the last and most obvious
disturbance or event that occur-
red in the process, and report that
asthe cause of delay. Thisis
the major shortcoming of delay
codes, which usually attribute too
much weight to downstream pro-
cesses near the scheduled time of
departure.

There are three basic ap-
proachesto identify the ‘real’ root
causes of delays and to define
improvement levers (exhibit 5):

— Processmonitoring
and sampling
— Simulation
— “Conventional” methods

Process Monitoring
and Sampling

rocess Monitoring and

Sampling” establishesa

database to evaluate pro-
cess performance in the overall
departure process, supplier pro-
cesses, and the activitiesin prob-
lem areas.

Process monitoring requires
that key milestonesin the depart-
ure process are defined and meas-
ured. Some airlines conduct spot
checks on such milestones, taking
samples from a number of flights

Exhibit 5. Three Approaches for Identifying the ‘ Real’ Delay Root Causes

Simulation

— Delay code frequency
— Fishbone diagrams
— Correlation analysis

Source: Booz-Allen & Hamilton
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on aregular basis, others go as
far as using automated el ectronic
time-stamps that feed into online
monitoring systems. Although
such systems can require signifi-
cant investment, theincreasein
operational transparency will pay
off (exhibit 6).

Data from process monitor-
ing allows the dissection of the
departure process, identifies the
origins of delays and the impact
on the overall airline delay rate.

The key success factors are
analytic rigor and the use of asys
tematic top-down approach that
continuously asks the question
“So what'sthe ‘real’ root cause
behind that apparent root cause
that we need to remedy?’

Simulation

he Monte Carlo simulation

of therotation planisa

very powerful tool for
evaluating and optimizing the
schedule. Simulations are also
useful to plan certain ground
activities such as gate alocation.

The expected outcomes of

Monte Carlo simulations are:

— The€ffect on punctuality
of variationsin isolated
parameters such as block
hours, slack distribution, etc.

— Theimpact of external
factors such asATC delays

— Theidentification of the
critical lines of flight in the
rotation plan—those lines
that are most sensitive to
poor execution

Simulations will not tell how to
solve executional problems, but
they will put an end to some of
the company’s myths such as
“we cannot do anything to im-
prove punctuality because all the
problems are due to ATC”.

One example of the use of
simulationsisin demonstrating
that there can be a positive punc-
tuality outcome from using vari-
able block times for a segment
depending on the day of the week
and time in the day, instead of
using the same average block time
plus one standard deviation on all
flights of thisroute.

Exhibit 6. On-Time Departure Depends on the Punctuality of the Milestones in Each Sub-Process
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“Conventional”
Root Cause Analysis

his category covers the

conventional methods of

analysis used in most air-
lines, for example, delay code
freguency, fishbone diagrams and
correlation analyses.

Intheinitia stages, these
methods can help identify the
broad picture and provide afirst
cut understanding of the major
problem areas.

These methods also work
well to generate agreement in
cross-functional discussions and
workshops, as they are easy to
understand and based on the
immediate experience of staff.

Many airline executives distrust
the delay codes reported by the
front line. Nevertheless, they are
helpful to highlight major prob-
lem areas. A pragmatic interpre-
tation is that systematic failuresin
delay code allocation are at |east
consistent over time. Therefore,
they can provide data on delay
patterns that highlights short- and
long-term trendsin certain “delay
areas’.

When using delay codes, itis
important to understand that they
will not provide information on
the upstream problems that may
have had more influence in creat-
ing the delay than the reports
suggest. Still, delay codes often
represent the best quantitative
knowledge on delaysthat is avail-
ablein many airlines.

To identify and understand the
root causes it is necessary to
leverage the knowledge of the
staff. The people working every-
day in the key processes do know
many of the root causes but this
information is often not reported.
Listening to them one by one may
be frustrating, but their individual
statements are like piecesin ajig-
saw puzzle that reveal the true
picture when put together. Ex-
hibit 7 shows an example of the
traditional fishbone diagram that
can be used to put staff statements
into perspective and trace delays
to their root causes.

Onething that is often for-
gotten is to analyze the good days.
There is an untapped resource of
information, often neglected by
solely focussing on a problem-

Exhibit 7. Leveraging Front-Line Observationsin Root Causes Analysis

Boarding control
break-down

Long discussions
with passengers

Late connecting
passengers

Check-in of hand luggage <
at gate delays process

Passengers refuse
to check in luggage

Source: Booz-Allen & Hamilton

Late boarding
announcement

Etc.

High baggage theft rate
at destination airport
in developing country
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oriented approach. Our experience
isthat it isimportant to study the
perfect days on aregular basisto
better understand the causes of
delays.

Reaching Agreement
on Delay Causes

nce all the facts have

been collected, it is of

utmost importance to
reach agreement amongst all the
key parties involved on the root
causes of the delays.

Regardless of the method of
analysis used, the results must
identify problem areas, root caus-
es and their order of magnitude.

It isimportant to spend time on
this effort until acommon under-
standing of the problemsis reach-
ed, otherwise most of the impact
of the analyses on future perfor-
mance will belost. Thisis be-
cause, without this consensus,

the search for solutions will con-

tinuein fruitless circles. Manage-
ment and staff will dig deeper into
their trenches. If they stick too de-
fensively to their individua truths
and perspectives during the pro-
cess, there will be no real commit-
ment and driving force to change.

Solving the
Delay Problems

S so0n as the root causes

arevisible and agreed

on, the path to remedy-
ing them is usually clear and the
different improvement options can
be evaluated. These options typi-
caly fall into two categories—
internal measures and supplier
related measures (exhibit 8).

Exhibit 8. Solving the Delay Problems

Internal measures

Resources, capacity and infrastructure

Supplier related measures

e ———

Service level agreements

— Not only “what to deliver”...

Process design and optimization

...but “when to deliver”

Operational planning

and interface design

Empowerment, motivation and discipline
— Monitoring/statistics

— Policies and procedures

— Punctuality incentives

Source: Booz-Allen & Hamilton

Monitoring and feedback
Incentives and penalties
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I nternal measuresinclude:

Resources, capacity and
infrastructure. These refer to
measures such as using de-
dicated resources for critical
processes, reserve aircraft,

or investments in system
improvements.

Process design and optimiza-
tion aiming at doing thingsin
innovative new ways, which
have not been thought of or
attempted before.
Empowerment, motivation
and discipline. These factors
include incentives, new poli-
cies, clear roles and responsi-
bilities for the staff involved.

Supplier related
measur es include;

— Servicelevel agreements,
which address not only what
to deliver but aso when to
deliver it.

— Operational planning and
interface design, integrating
the activities and processes
of each supplier within the
entire network of operations.

— Continuous monitoring and
feedback as well asincen-
tives and penalties which
close the feedback loop in
the supplier relationship and
which assign clear “con-
sequences’ to good or bad
performance levels.

The Importance of
Supplier Management for
On-Time Performance

upplier management isvital

for on-time performance. If

key suppliers do not finish
their processes on time, the result-
ing overall punctuality will drop
significantly. As an example, ex-
hibit 9 shows the impact of un-
punctual towing, catering, and
fueling processes on the overall
departure punctuality for inter-
continental flights.

An important prerequisite
for supplier management isto
provide both parties—airline and
supplier—with clear data on the

Exhibit 9. impact of Supplier Punctuality on Overall Departure Punctuality

Supplier Impact on Intercontinental Flight Departure Punctuality— Client Example
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actual performance versus agreed
targets.

The use of such information
should also be reflected in effec-
tive service level agreements. This
isaweak spot in many airlines
that have outsourced formerly
internal functions. To improve
performance the contracts with
suppliers may have to be revisited
to ensure that they include clear
deadlines for supplier processes.

Many airlines do not have
these basic contractual elements
in order. To overcome this situa-
tion, commercia purchasing units,
representatives from the opera-
tions and product management
need to act as ateam and agree
on the performance levels.

Punctuality and Leadership
in the Cross-Functional
Environment

irline operations are char-

acterized by amultitude

of cross-functional, net-
work-type processes that, in con-
trast to fairly stable manufacturing
operations, face extremely volatile
operationa environments. Finding
an appropriate organization is a
major, and still unresolved, issue
for airline managers. All the ap-
proaches from “customer centric
organizations’ or “virtual process
organizations’” down to the more
classical matrix solutions have not
provided answersto date. Punctu-
ity isthe ultimate cross-func-

tional problem, and addressing it
will help an airline to tackle the
organization and |leadership chal-
lenge.

Clearly defined punctuality
targets—integrated in a measure-
ment, control and (ideally) reward
system commonly used for cost or
revenue tracking—can be applied
throughout the organization. Even
the marketing and sales depart-
ment can, and should, be held
accountable for poor punctuality
performance created by over-
selling schedules with connecting
timesthat do not work.

Putting punctuality high up
on the agenda helps to unlock the
improvement potential for opera-
tional excellence hindered by
functional boundaries (exhibit 10).

Exhibit 10. Punctuality—A Leadership Tool to Unlock the Potential
of the “Extended Airline Enterprise”
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Source: Booz-Allen & Hamilton
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Punctuality is a
Leadership Tool

y applying some basic

principal s punctuality

can beleveraged asa
major leadership tool for cross-
functional performance:

— Consistency
— Transparency
— Fair Reward
—  Persistency

« Ensure consistent work poli-
cies and procedures across al
functions. There is nothing worse
than department A doing one
thing and department B doing
another, whilst both parties firmly
believe they must stick to what
they have been told to do.

. Monitor the processes at key
milestones to increase the trans-
parency of the operations. Include
the statisticsin the airline’s inter-
nal communications. Everybody
should be aware of the actual
situation. “What you measure is
what you get.”

. Reward excellent performance
and focus on improving the low
performing areas. Using ideas
such asinternal competitions are
good, but airlines must be inno-
vative and constantly find new
ways of motivating their staff to
“go the extramile”. To pay in
cash for improvementsis arisky
avenue. Airlines such as Conti-
nental or Iberia havetried it. Such
initiatives may lead the company
into a cost increasing vicious cir-
cleinvolving persistent demands
for cash payments from staff.
Airline employees are proud of
their jobs, even though they some-
times claim the opposite. Use the
staff’s pride and help them to be
achievers; helping them be the
best in the world on punctuality
may be more effective and sus-
tainable than a cash bonus.

. Lastly, never stop focusing on
punctuality. Improvements will
not last unless punctuality is con-
tinuoudly at the top of the man-
agement agenda—otherwise it
will not be on the staff’s agenda.

Conclusion:
Punctuality deserves to
rank high on the agenda

« Punctuality is not only a quality
issue—it reduces costs.

. Punctudity differentiates air-
lines from their competitors.

« Punctuality isapowerful per-
formance indicator that drives
total operational excellence.
When an airline runs a punctual
operation with high service qual-
ity, most other indicators are like-
ly to bein the green. Not many
industries have such dominant
indicators.

« Punctuality isatool for bridg-
ing functional boundaries, which
will always be there regardless of
any organization model.

. Managing the extended enter-
prise effectively requires the use
of punctuality as akey indicator
next to quality and cost in con-
tractual agreements.

« Findly, punctudity is aleader-
ship challenge. It requires al the
skills we expect from advanced
leaders. Motivate people, create
followers, decide on facts, create
understanding, drive the wedge!
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Booz-Allen & Hamilton

Airline and Aerospace

0oz-Allen & Hamiltonis

one of the leading man-

agement and technology
consulting firms focused on busi-
ness strategy and transformation.
We provide servicesto clients on
six continents through two busi-
Ness sectors:

— Worldwide Commercia
Business

— Worldwide Technology
Business

Our Commercial Business clients
are primarily mgjor international
corporations whereas our Tech-
nology Business serves mainly
government clients both in the
United States and abroad.

Our major areas of expertise
include:

— Organization and Strategic
Leadership

— Strategy and Corporate
Finance

— Operations Management

— Information Technology

— Technology Development

Our broad experience spans all of
the world's major business and
industrial sectors.

Founded in 1914, Booz-Allen
& Hamilton is a private corpora-
tion with corporate headquarters
in McLean, Virginia, USA. In
2000, our sales exceeded $2.0 bil-
ion, and our staff grew to more
than 10,700 members located in
over 100 offices around the world.
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Airline and Aerospaceis

one of our world-wide
competency centers with more
than 300 professionals.

Booz-Allen & Hamilton has
developed a breadth and depth of
experience in the airline industry
which we believe is unmatched.

We have completed close to
1,000 successful engagements
within the airline, aerospace and
travel industry in the past decade,
covering all major market seg-
ments and geographies.

Our clientsinclude airlines,
airports, state aeronautics depart-
ments, the Federal Aviation Ad-
ministration, aircraft manufactur-
ers, third party service providers,
aerospace companies, and inter-
national aviation authorities. In
particular, we have worked with
most of the major airlinesin the
world (7 of the top 15 worldwide
and 16 of the 25 largest).

Our servicesfor the airline
industry cover the entire value
chain, supporting our clientsin
their successful strategic transfor-
mation:

— Strategy development

— Demand and market analysis

— Operational restructuring
(of virtually all aspects of
airline operations)

— On-time performance
improvements

— Alliance management and
mergers

— Route and fleet planning

— Marketing, sales and
distribution planning

— Organizational development

— Economic and feasibility
studies

— Regulatory issues, and civil
and military air traffic
control

— Airline and travel E-business
solutions

History

n 1914, Edwin Booz had an

idea. He believed that com-

panies would be more suc-
cessful if they could call on some-
one outside their own organiza-
tion for expert, impartial advice.
He combined analysis with for-
ward-looking pragmatic solutions.
In doing so, he created anew pro-
fession—management consulting
—and the firm that would bear his
name, Booz-Allen & Hamilton.

Today, Booz-Allen & Hamil-

ton is one of the world's largest
and most respected management
and technology consulting firms.
We work with the world's leading
corporations, institutions, cultural
organi zations and governments.
We offer to our clients:

— Innovative ideas

— Expertise on aglobal scale

— Pragmatic, tailor-made
solutions

— And above all: results.
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