PREMIUM ECONOMY OPTIONS ARE MANY;
ACTUAL INNOVATIONS ARE FEW

News / Airlines

Premium economy: big seats, big news, big money for smart airlines. Yet, with very few
exceptions, premium economy across airlines is the same seat on the same plane with the same
screen and the same experience. Conventional wisdom is that airlines want to differentiate their
products, but that wisdom isn’t borne out in the class between business and economy as much as
it is elsewhere in the aircraft. But what are the options?

Premium economy costs around twice regular economy, without usually taking up twice the space.
Comparing the precise ratio will depend on a number of factors (seat pitch, aircraft type, location of
cabin monuments like galleys, lavatories or bulkheads, and so on) but as a recent example,
Lufthansa replaced 84 economy seats with 52 premium economy seats when it refit the front cabin
of its A380 main deck. That's a ratio of 1.6:1 — so in the simplest of terms Lufthansa is making
more profit if it can sell a premium economy seat for more than 1.6 times the cost of economy. The
data syggest that it can.

The trick is, of course, to make economy passengers upgrading to premium economy feel special
and perceive value without simultaneously making business class passengers feel like the benefits
of business are still provided if they downgrade to premium economy. It's also important to ensure
that corporate travel bookers don’t make the decision that premium economy feels too premium to
be included in an “economy only” travel policy.

Innovating within these constraints is very difficult given that most airlines offering a true
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international premium economy product . Yet it has been more than five years since we've seen a
truly innovative premium economy cabin, in Air New Zealand’s revolutionary, yet ultimately
abandoned, Spaceseat.

Part of the problem is the catalogue process for the Boeing 787 and Airbus A350, which has
stymied innovation and led to cooie-cutter desing on the latest generation of large twinjets. A
period of (over-)consolidation within the seat manufacturing side of the industry has compounded
the issue. The kaizen of seat safety and certification, while both necessary and admirable, has
also had an unintended consequence of increasing barriers to entry and driving designers to
emulate existing certifiable models as an easier path than developing something truly novel.

So what might the future look like?
Hard choices in a constrained hard product marketplace

The first, and arguably most critical, decision is seat pitch. The general minimum is currently at
around 38”7, although — like the US domestic first class product with which these seats share
#PaxEx DNA — there are airlines trying to carve out an inch less. Outliers include British Airways’
French subsidiary OpenSkies with 52", JAL’'s Sky Wider product with 42”, Air New Zealand’s
Spaceseats with 427, and its recliner premium economy with 41",

Width is also a key decision, and one where airlines can make the most difference. Towards the
lower end of the scale, some older premium economy seats (like the original British Airways World
Traveller Plus) measure 18.5”, while others (like Virgin Atlantic’s) hit 21”. The problem is that
measurements for premium economy, like elsewhere on the aircraft, are not always taken from the
same part of the seat. The issue of mouldings and the overall seat envelope also comes into play,
like in business class: a relatively roomy seat at elbow level might feel more constrained at mid-
thigh if there is, say, a remote control assembly either sticking out or unwisely placed so a
passenger has to arrange their legs so as to avoid activating it.
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If Emirates is offering 13.3 inches in economy, passengers will feel that a premium economy seat
should offer more. This is not a problem unique to premium economy, of course: business class
passengers have an even better claim to more screen inches. But figuring out how to make
premium economy IFE more premium than economy is an opportunity for airlines, seatmakers and
IFE hardware suppliers.
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Self-service bars provide an interesting option for trickle-down service from business class,
particularly as airframers and cabin designers move towards making galley areas feel less
industrial catering and more welcoming multipurpose space. “Raid the Larder” style options both
reduce demand on cabin crew and can be a showcase for premium options.

Lighting, too, can provide a most visible differentiation opportunity for premium economy to both
business and economy. Air New Zealand, for example, washes its premium economy cabin in the
same purple-pink as its Business Premier cabin, although the feel is noticeably different given the
way the light hits the light surfaces of the business seats and the dark surfaces of premium
economy.
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Airport benefits range from nothing at all to using premium economy or business class lines for
check-in, fast-track security queues and priority boarding. Some form of lounge access is rare, but
certainly an option. While there may be concerns about diluting the at-airport benefits of flying
business class, frequent flyers with status can already access business or first class lounges while
flying in premium economy. Indeed, some airlines (like Singapore Airlines and British Airways)
already segment their lounge options by whether a passenger has access as the result of travel
class or frequent flyer status. For example, the Singapore Airlines KrisFlyer Gold frequent flyer
lounge at Changi is for frequent flyers; business class passengers enjoy the more luxurious
SilverKris lounge. A useful benefit could be premium economy passengers being granted access
to the less impressive KrisFlyer Gold option.

It's clear that the variety of options for premium economy — from hard product to soft, from the
airport to the cabin — can give a thoughtful airline with top-notch passenger experience people a
real opportunity.

Perhaps that's why | was so unimpressed by the look, feel and functionality of American
Airlines’ new premium economy product this week. There are many airlines in the situation of
needing to create a new product line within a tight passenger experience envelope. Carefully
considering the myriad options available will be crucial to doing so successfully.
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